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HOUSING TAX ABATEMENTS:
Oversight inadequate to ensure program goals 

Summary The City’s current tax abatement programs have evolving goals, 
incomplete reporting and monitoring, and poor verifi cation of either 
the overall social goals or the specifi c project benefi ts that the pro-
grams were designed to provide.  

The City of Portland exempts some condominium, house, and 
apartment owners from paying property taxes as an incentive for 
providing certain public benefi ts.  In this audit, we reviewed three of 
the City’s tax abatement programs:  (1) New Multi-Unit Housing, (2) 
Transit Oriented Development, and (3) Single Family New Construc-
tion.  These programs exempt the value of new housing construction 
from property taxes, in exchange for providing public benefi ts such 
as building new housing in distressed neighborhoods, or providing 
transit-friendly development.  

Owners of almost 6,000 housing units built over the last 10 years 
– including single-family homes, apartment buildings, and condo-
miniums – do not pay any property taxes on the value of the new 
construction.  The cost to the City in uncollected property taxes from 
these housing tax abatement programs has grown from less than $1 
million in FY 1997-98, to more than $2.7 million in FY 2006-07.  The 
cost to all taxing districts, including the City, the County, and other 
governments in the metro area now exceeds $8.5 million per year.  

We found that the City has done too little to ensure that property 
owners with tax abatements follow through to deliver the benefi ts 
they promised.   For example, one apartment building developer in 
the Pearl District was required to make some units aff ordable, and to 
submit fi nancial statements to prove that the abatement was needed 
for the project to succeed.  However, we found no verifi cation that 
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project units met the aff ordability requirement, and the developer 
had not submitted the required fi nancial statements to the City.

In another example, a condominium developer was required to sell 
units at a specifi c, aff ordable price as a condition of qualifying for the 
tax abatement.  The condominiums were already built at the time the 
application was submitted and approved.  Therefore, the abatement 
did not provide an incentive for new housing development.  Six units 
were granted tax abatements, but we found that fi ve of the units  
exceeded the initial sales price, did not meet the standard for having 
an aff ordable price, and should not have been approved.  

We also found that administration of the tax abatement programs is 
fragmented between the two primary City agencies responsible for 
oversight -- the Bureau of Planning (Planning) and the Portland De-
velopment Commission (PDC), resulting in a general lack of oversight.  
Consistent reports on basic information were not available – in part 
due to this fragmentation. 

In addition, since the tax abatement programs were adopted, the 
stated purpose and goals of the abatement programs have shifted 
from providing an incentive for new housing construction, to making 
new housing more aff ordable.  None of the programs include evalu-
ation or reporting components.  As a result, it is unclear whether the 
City’s investment of tax funds is yielding the intended benefi ts.  

During the past year, the City made several improvements in program 
administration.  For example, PDC initiated a new monitoring process 
for ownership properties, and is updating its policies.  PDC also initi-
ated monitoring of some rental projects that were initially overlooked 
for compliance.  However, we found that program administration is 
inadequate to ensure that the intended social goals and project ben-
efi ts are provided.  

To strengthen overall accountability of the City’s tax abatement pro-
grams, we recommend that City Council:

1. Clarify the goals and objectives of the housing tax abatement 
programs, and assign responsibility for oversight, evaluation, 
and reporting.
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2. Direct the responsible bureau to submit an annual report 
of program activities to Council.  The annual report should 
include information on the compliance status of abated 
properties, annual foregone revenues created by each 
abatement program, and progress in meeting program goals 
established by Council.

To improve program administration and ensure ongoing compliance 
with program criteria, we recommend that PDC:

3. Draft a regulatory agreement with each multi-family project 
developer that specifi es responsibilities for monitoring project 
fi nancial performance, aff ordability, and all other required 
public benefi ts.  

4. Review the method for assessing fi nancial need for multi-
family condominium properties and make recommendations 
to Council for revising City Code.

5. Review and update processes for verifying applicant and 
tenant incomes.

The City of Portland off ers tax abatements to provide an incentive 
for building or providing housing in certain locations of the City.  Tax 
abatements may reduce some or all of the owner’s property tax liabil-
ity for a period of time.  Two City agencies -- the Bureau of Planning 
and Portland Development Commission -- administer programs that 
exempt the value of new construction from property taxes for up to 
10 years:

New Multi-Unit Housing (NMUH), for new rental or 
condominium housing built in the Central City or Urban 
Renewal Areas

Transit Oriented Developments (TOD), for new rental or 
condominium housing built in defi ned transit areas   

Single-Family New Construction, for new owner-occupied 
housing, constructed in certain distressed neighborhoods 
called “Homebuyer Opportunity Areas”  

�

�

�

Background
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The City has two other housing tax abatement programs:  a program 
for low-income housing operated by nonprofi ts; and a program for 
rehabilitation of housing not meeting City housing code.    

The multi-unit housing programs were authorized to stimulate the 
construction of transit supportive multiple-unit housing in core areas 
of the City, in order to improve the balance between the residential 
and commercial nature of the areas and to enhance the eff ectiveness 
of transit systems.  These broad goals are specifi cally cited in state 
statute and city code.  In the last ten years, the City has approved 
tax abatements for 45 multi-family housing developments, with 202 
condominium units and over 3,800 rental units.  Projects include 
both market rate housing and units aff ordable to people at less than 
median income.

The single-family program was authorized to stimulate the con-
struction of new single-unit housing in distressed areas, in order to 
encourage homeownership, improve the quality of life, and reverse 
declining property values.  In 2002, the program was amended to 
require owner-occupancy, and require purchasers to be at or below 
median income for a family of four.  Between 1997 and 2007, over 
2,000 single-family homes were approved for tax abatements.

Detailed descriptions of the history, outcomes and current status of 
the three new housing construction incentive programs are included 
in Appendix A.

Who pays for tax abatements?

Under state law, the City of Portland can exempt its share of prop-
erty taxes or, with the approval of other taxing jurisdictions, exempt 
the property taxes for all local taxing districts.  The jurisdictional 
approval process for tax abatements was one subject addressed in 
a Multnomah County audit in January 2008.1   The City’s tax abate-
ment programs provide qualifi ed property owners an exemption 
from property taxes for all local taxing districts, including Multnomah 
County, local school districts, and other districts such as fi re districts, 
soil and water conservation districts, and transit districts. 

When a project is approved for a tax abatement, the County Asses-
sor exempts the value of the improvements – the new housing units 

1  Audit of Tax Abatement Program, Multnomah County Auditor, January 2008.
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and associated retail areas or amenities – from the assessed value of 
the property for the period of the abatement.  The property owner 
pays taxes only on the value of the underlying land.  This freezing 
of assessed value will limit revenue to local governments, decrease 
revenues sent to the State for distribution according to the school 
funding formula, and, for some local option taxes, increase the tax 
paid by other property owners.  

In urban renewal areas, most taxes due to any increase in assessed 
value accrue to the PDC as tax increment funds.  For tax abatement 
projects in urban renewal areas, the abatement results in a loss of tax 
increment funds for the 10-year period of the tax abatement.    

The loss of revenue to local governments is referred to as “foregone 
revenue.”  The City of Portland’s foregone revenue from all housing 
tax abatement programs is shown in Figure 1.  In FY 2007-08, the 
foregone revenue from the multi-family and single-family programs 
reviewed in this report totaled $2.8 million for the City of Portland, 
and $8.5 million for all taxing districts.  At the end of the 10-year 
abatement term, the value of the improved property is returned to 
the tax rolls.

City of Portland Foregone Tax Revenue 1998 to 2007 

(infl ation adjusted)

Figure 1

Source:   City of Portland Auditor’s Offi  ce, Service Eff orts and Accomplishments Reports  
1999 to 2007; Portland Development Commission
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Objectives, Scope, and 

Methodology

The objective of this audit was to determine whether the manage-
ment and oversight of tax abatement programs are eff ective at both 
limiting tax abatements to the projects that meet program criteria, 
and ensuring program benefi ts are achieved.  This audit was ap-
proved by the City Auditor and placed on our audit schedule for FY 
2007-2008.

We focused our work on the three housing programs intended to 
stimulate new development:  the Transit Oriented Development and 
New Multi-Unit Housing programs (referred to in this report as ‘multi-
family programs’), and the Single-Family New Construction housing 
program.  We did not review compliance or oversight of two other 
abatement programs -- the non-profi t tax abatement program ad-
ministered by the Bureau of Planning, and the housing rehabilitation 
program. 

To accomplish our objective, we interviewed Bureau of Planning and 
Portland Development Commission program managers to gain an 
understanding of the history and management of the tax abatement 
programs.  We interviewed staff  in PDC’s Neighborhood Housing 
Program, Housing Development Finance Program, and Housing Op-
erations Program for information on application review and project 
monitoring practices.  We reviewed program policies and documen-
tation, and reviewed summary information and evaluations for all 
programs.    

We interviewed staff  from the Multnomah County Assessor’s Offi  ce, 
and reviewed County data on all current City tax abatements.  We 
interviewed developers of projects receiving tax abatements, and 
property managers currently managing abated properties.  In ad-
dition, we reviewed outside research and audit reports related to 
housing, and the benefi ts and costs of property tax abatements.

For the single-family and multi-family programs, we reviewed a sam-
ple of project fi les to determine whether the initial application review 
met policy requirements, including an objective feasibility assess-
ment.  We then reviewed ongoing compliance activities to evaluate 
eff orts to ensure compliance with program policies.  
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We focused on the administrative responsibilities of PDC.  We did not 
review the Bureau of Planning’s role in establishing Homebuyer Op-
portunity Areas or in setting annual housing price limits.

We conducted this performance audit in accordance with generally 
accepted government auditing standards.  These standards require 
that we plan and perform the audit to obtain suffi  cient, appropriate 
evidence to provide a reasonable basis for our fi ndings and conclu-
sions based on our audit objectives.  We believe that the evidence 
obtained provides a reasonable basis for our fi ndings and conclusions 
based on our audit objectives.  

Administration of the housing tax abatement programs is fragment-
ed, both between the Bureau of Planning and PDC, and within PDC.  
The structure of the programs, and the number of “hand-off s” within 
and between programs, makes oversight more complicated.  The Bu-
reau of Planning administers the nonprofi t program, and shepherds 
the multi-family applications through the Planning Commission and 
City Council.  In PDC, the Housing Development Finance program an-
alyzes the fi nancial need for multi-family programs.  Once approved, 
the PDC Housing Operations program monitors rental projects with 
loans or aff ordability requirements.  The PDC Neighborhood Hous-
ing Program administers the single-family program, and also verifi es 
income and occupancy for purchasers of multi-family condos.  

Particularly for the multi-family programs, these fragmented respon-
sibilities may result in managers overlooking projects after initial 
approval.  While PDC is specifi cally charged with compliance monitor-
ing for the Transit Oriented Development program, the responsibility 
for monitoring New Multi-Unit Housing projects is less clear.  PDC 
and Planning are jointly charged with New Multi-Unit Housing imple-
mentation and administration, but monitoring is not specifi ed.  The 
project lists Planning and PDC provided us were incomplete, and 
included some inaccurate information.  PDC counts of housing units 
were not accurate, and were not consistent between reports.  Some 
projects with explicit conditions for monitoring were never referred 
to PDC’s Housing Operations Program for review. 

Split responsibility 

between City agencies 

results in a lack of 

overall program 

oversight
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The fragmented responsibilities are also evident in the single-family 
program, with the Planning Bureau establishing eligible areas and 
home price limits, and PDC approving individual applications.   How-
ever, overall program management is not specifi ed.  In our review of 
single-family applications we found that PDC has no record of City 
Council approval of single-family homes granted abatements when 
the single-family program was restarted in 2006 – potentially 219 
properties that are currently receiving tax abatements without City 
Council approval.  

A PDC manager told us they are reviewing their processes internally, 
and may consolidate all tax abatement programs under one division.   
Whether oversight is fragmented or centralized, it should include 
basic monitoring and reporting of key program components.  One re-
sponsible division charged with oversight of all abatement programs 
could result in more consistent project and program oversight.

PDC’s and Planning’s application review and oversight of tax abate-
ment projects is inconsistent, refl ecting both positive practices and 
areas that need improvement.  In our review of fi les for the single-
family and multi-family abatement programs, we found some positive 
practices at PDC and Planning.  Application review was consistent 
with City Code and policy, and clearly documented.  Compliance 
systems, particularly for ownership properties, have improved in the 
last year.  However, we found that PDC’s monitoring of rental proper-
ties was not suffi  cient to ensure that the public benefi ts required as a 
condition of the approval were provided for the life of the abatement.  
And a requirement for annual fi nancial review may not be eff ective 
for condominium projects.

PDC updated the application and monitoring processes for the 

single-family new construction program

PDC’s Neighborhood Housing Program staff  administers the single-
family new construction tax abatement program.  The program has 
seen signifi cant changes in recent years, including new income limita-
tions and owner occupancy requirements implemented in 2005, and 

PDC and Planning 

Bureau application 

review and oversight of 

tax abatement projects 

is inconsistent
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a Multnomah County Assessor review of timing and compliance in 
2007.  Beginning in 2008, the program staff  is implementing a new 
compliance process.  Also, PDC changed the timing for applications 
by builders and homeowners this year, and continues to work with 
the County Assessor to resolve other timing issues.  

We reviewed fi les for 41 of the 419 homes granted tax abatements 
under the current program requirements.  We found that the single-
family application review was complete and clearly documented. We 
found consistent documentation of property information, home sales 
price, and applicant income for each fi le we reviewed.  

While applicant income is an important piece of the application for 
single-family new construction tax abatements, PDC staff  relies on 
self-reported income statements which are not verifi ed.  To determine 
income, PDC staff  collects income and fi nancial information from 
applicants, including pay stubs, business profi t and loss statements, 
and tax returns.  Federal housing programs we reviewed all require 
verifi cation of reported income; and failure to obtain independent 
verifi cation was identifi ed in a U.S. Government Accountability Offi  ce 
audit as one of the errors that led to improper payments in federal 
housing programs.  Most property managers we interviewed verify 
the income of prospective renters.  Without independent verifi cation, 
it is diffi  cult for PDC to detect unreported income or confi rm reported 
income.  This could complicate eff orts to provide housing for appli-
cants in specifi c income ranges, since applicants may not actually be 
in the income range the program is designed to help.

Before 2007, once a single-family property was granted a tax abate-
ment, PDC took no further action.  In 2007, the Multnomah County 
Tax Assessor provided PDC a list of properties that had either 
changed ownership, or did not appear to meet owner-occupancy 
requirements.  PDC staff  contacted new owners to verify income and 
occupancy using the same process as in the initial application.  PDC 
has adopted new process steps that will require this review of tax 
records annually, beginning with the 2008-09 tax year.
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PDC application review for multi-family projects is well-

documented, but may not be eff ective for condominium projects 

PDC is charged with reviewing multi-family tax abatement applica-
tions to verify the need for the tax abatement.  The abatement is 
only supposed to be granted if the project would not be fi nancially 
feasible without the benefi t provided by the tax abatement.   

We reviewed PDC fi les for 11 of the 45 multi-family projects approved 
for tax abatements in the last ten years.  In each application for multi-
family rental projects we reviewed, PDC calculated an internal rate of 
return with and without the tax abatement over a period of ten years, 
and reviewed alternative rents needed to achieve project feasibility 
without the abatement.  In each fi le we reviewed, the application de-
cision was well documented, followed PDC policy, and was approved 
by the PDC loan committee prior to recommendation to the Planning 
Commission and Council. 

Calculation of the internal rate of return is based on the developer’s 
operating expenses and income over a period of ten years.  For 
ownership properties, the value of the tax abatement accrues to the 
purchaser, not the developer.   So to calculate the internal rate of 
return, PDC staff  must make a series of assumptions about the im-
mediate potential market for each development.  With the number 
of assumptions, and no ongoing income stream, it is unclear whether 
the internal rate of return is an eff ective measure of fi nancial feasibil-
ity for ownership properties.

PDC’s application review for condominium projects in our sample 
focused on the impact of the tax abatement on aff ordability to the 
buyer.  In each case, the tax abatement decreased the income level 
required to purchase the property.  For example one project, the 
Cornerstone Condominiums, would be aff ordable to families making 
90 percent of median family income without the property tax abate-
ment.  With the abatement, units were aff ordable to families making 
80 percent of median family income.  While this demonstrates the 
benefi t of the tax abatement for aff ordability, it does not address 
fi nancial need for the developer.
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All application review is based on fi nancial information submitted by 
the developer.  In 2005 and 2006, the Council amended the City Code 
for the multi-family programs to require developers to submit annual 
fi nancial data for each year the tax abatement is in eff ect, to con-
fi rm initial fi nancial projections.  If the project exceeds a ten percent 
internal rate of return the developer may be liable to pay back some 
portion of the abated taxes.  While this would be an eff ective check 
on rental projects, it is not clear how the City could require payback 
of abated taxes of a condominium developer, when the tax abate-
ment accrued to the purchaser.  

No tax abatements for multi-family rental projects have been 
approved since the 2005 requirements for annual fi nancial reports 
were adopted, and PDC process steps for multi-family tax abatements 
do not address how the annual fi nancial review would be conducted.  
If future rental projects are approved, the requirement for annual 
fi nancial reporting could provide a mechanism for validating the 
initial assumptions of fi nancial need.  

Planning Bureau application review for multi-family projects is 

well-documented

After PDC approves or denies the fi nancial need for a multi-family tax 
abatement, Planning is responsible for submitting the application to 
the Planning Commission for review and recommendation to the City 
Council.

In each of the multi-family project applications we reviewed, Planning  
clearly documented project eligibility, compliance with the City’s 
comprehensive plan, and compliance with City housing goals.  In 
addition, the Planning Bureau and Commission reviewed and made 
recommendations as to the adequacy of the proposed public ben-
efi ts.

PDC and Planning do not monitor all tax abatement projects after 

approval

In our review of multi-family rental projects, we found varying levels 
of post-construction monitoring.  The highest level of oversight was 
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provided to projects that were also granted a PDC loan, and may 
have also had other government funding sources.  Four of the seven 
rental projects we reviewed fell into this category. These projects are 
entered into PDC’s Asset Management System and monitored on an 
annual basis. 

For example, The Sitka is a 210-unit apartment building in the Pearl 
District, with 94 percent of its units reserved for households mak-
ing less than 60 percent of the median family income.  PDC and 
the property owner signed a regulatory agreement prior to project 
completion that documents the ongoing obligations of the owner, 
and monitoring required by PDC.  Annual fi nancial reports and tenant 
surveys have been submitted to PDC.  In addition, the property and 
tenant information is inspected by the State every three years.   

Prior to a review of tax abatement programs by the County Assessor 
in 2007, projects that did not have a PDC loan, but were required to 
provide aff ordable housing units, were not monitored.  This included 
two of the seven rental properties in our sample.  The Louisa is a 246-
unit apartment building with the requirement that at least 24 units 
be aff ordable to households at 80% of median income for a family of 
two.  The developer is required to submit annual fi nancial statements 
to verify that the internal rate of return matches projections in the 
original application.  The project was approved in 2003, yet fi rst con-
tact by PDC Housing Operations staff  was not until September 2007.  
At the time of our fi le review in January 2008, no information had 
been submitted by the property managers.  We reviewed the fl oor 
plans and pricing for all rental unit types as shown on the property’s 
website, and found no units that met the aff ordability requirement.  
The rents for all unit types were higher than the required caps for the 
24 aff ordable units.  After reviewing our initial draft PDC staff  told us 
they have new information from the property manager and are in the 
process of reviewing it.

The last type of rental project in our sample did not have a PDC loan 
or any requirement for aff ordable units. This project type represents 
11 of the 33 rental properties currently receiving tax abatements.  
These properties are never recorded in the Asset Management Sys-
tem and are not monitored by PDC or Planning.  As a condition of 
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approval, all multi-family tax abatement projects are required to pro-
vide some public benefi ts in addition to housing units, which could 
include public spaces, retail outlets, or public art.  These additional 
“public benefi ts” are documented as conditions of granting the tax 
abatement for each project in the report of the Planning Commission 
and in the ordinances approved by the City Council.

We visited all of the developments in our sample to verify whether 
the required public benefi ts were provided.  We found mixed results 
-- most public benefi ts had been provided in some form, but some 
were either not easily accessible by the public, or not accessible at 
all.  One project was required to provide a public meeting room.  
We found that a meeting room was in the facility, but the building 
did not allow access by nonresidents, nor did it allow community 
members to reserve or use the meeting room.  Another project was 
required to provide areas for art displays in external, street-level win-
dows so that the public could see the art.  Instead, the art displays 
were placed in locked hallways inside the building and could not be 
seen from outside.  Neither PDC nor Planning monitors the ongoing 
provision of public benefi ts.

The four condominium projects in our sample also had varying levels 
of review.  After a condominium project is approved by Council, PDC 
Neighborhood Housing Program staff  must verify the condominium 
sales price and owner income for each individual unit to qualify for 
the tax abatement.  Two of the four condominium project fi les we 
reviewed had units that exceeded the initial sales price allowed by 
ordinance, but were still granted the tax abatement.  In one devel-
opment -- The Center Commons condominiums -- fi ve of the six 
condominiums with tax abatements exceeded the sales price limit.  
However, for the most recent project we reviewed, PDC staff  followed 
the required process and verifi ed sales price and owner income prior 
to approving the tax abatement.     

As with the single-family program, ongoing monitoring of multi-fam-
ily condominium projects was initiated by the Multnomah County 
Assessor last year, and the tax abatements for 47 units were termi-
nated.
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The PDC is currently updating its steps to address some of these 
issues.  Staff  told us they are working on a standard regulatory 
agreement that could be used for all tax abatement projects, not 
just projects with PDC loans.  PDC staff  are also currently developing 
steps and income verifi cation forms for the multi-family condomini-
um programs, and ongoing compliance monitoring of condominium 
properties will begin this year.  

PDC should improve monitoring of projects in its Asset 

Management System

We identifi ed a number of concerns with PDC’s Asset Management 
System.  As described above, only projects with a PDC loan or with 
a requirement for aff ordable units are monitored through this PDC 
system.  Developers for these projects are required to submit annual 
tenant surveys and fi nancial statements, and PDC completes a report, 
“Borrower’s Annual Reporting Results.”   

We found that there was little PDC follow-up to problems identifi ed 
in the reports, and PDC relied entirely on information reported by the 
property owner.

PDC did not follow up on issues identifi ed in the annual reports.  In 
one case the project had been rated ‘poor’ for the past two years, 
with action items noted, but there was no follow-up by PDC or the 
property manager.  In another case, audited fi nancial statements 
were requested by PDC, but were not in the project fi le.  Audited 
fi nancial statements are only required of some properties based on 
the loan terms or regulatory agreement.  

PDC does not independently verify information in tenant surveys, 
but relies instead on tenant income information provided by the 
property manager.  Some property managers we spoke with noted 
that the tenant information they collect is audited by other govern-
ment agencies, and the property is periodically inspected, most often 
in connection with the Low Income Housing Tax Credit program.  
However, tenant information for projects without other government 
funding sources is not audited by the City, and properties are not 
inspected.  Our 2002 audit of housing programs recommended that 
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City should update 

goals, objectives 

and monitoring for 

housing tax abatement 

programs

PDC improve the monitoring and review of projects’ compliance with 
tenant income restrictions.  While PDC updated the forms and report-
ing mechanisms, there is still no verifi cation of tenant incomes.

Tax abatement projects are only a small subset of the projects moni-
tored through the PDC asset management system.  Further review of 
the asset management system could be worthwhile.

In our review of tax abatement programs we found a lack of agree-
ment on program goals, limited data collection, and no ongoing 
reporting or evaluation of whether broad program goals were be-
ing met.  While housing production has clearly been achieved, other 
important goals described in enabling legislation, such as improved 
residential quality of life, improved balance of residential and com-
mercial areas near transit, and improved eff ectiveness of transit 
systems, have not been evaluated.  A good, well balanced system to 
measure performance on these issues will help the City determine 
whether tax abatement strategies, as currently implemented, are a 
cost eff ective means for accomplishing broader legislative and social 
goals. 

The City Council has noted the lack of agreement on program goals, 
and shifting needs, in placing a moratorium on applications to the 
New Multi-Unit Housing program other than for projects that include 
only aff ordable units.  The Transit Oriented Development program 
was extensively reviewed by the Planning Commission and City 
Council in 2006, resulting in an increased emphasis on aff ordability, 
and changes in program boundaries.  However, there is no evaluation 
or reporting component built into the program to determine whether 
projects are achieving desired goals.  

Similarly, the single-family program has evolved without clarifying 
goals or evaluating results.  The single-family program was created 
to provide an incentive to build housing in distressed neighbor-
hoods.  While income restrictions were added to the program in 
2002, the focus in state law and City code is still on encouraging 
home construction in distressed areas.  As Portland’s housing market 
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has changed, the programs have evolved into a benefi t for middle-
income homebuyers.  A Council member noted in a 2007 hearing 
that while the program initially allowed the City to abate taxes in 
distressed areas in order to fi x them up, “…most of these areas are 
already fi xed up.  So giving away taxes in order to get construction 
is not a good City use…. So what we’re doing in actuality is using a 
development program to try and get more moderate price people 
into areas that are more expensive.”   

All of the tax abatement programs support overall City goals related 
to housing supply and housing aff ortability.  Planning offi  cials also 
stressed that tax abatements are important tools used to carry out 
City plans and policies.

The lack of clear policy objectives was recognized by the directors of 
PDC and the Bureau of Planning in their response to the 2008 County 
audit of tax abatement programs.  They recommended that the City, 
County and other taxing districts review the policy objectives of the 
tax abatement programs.

Tax abatements for multi-family and single-family programs limited 
property taxes for almost 6,000 housing units this year.  We found 
some positive practices in PDC and Planning application review, and 
recent improvements in monitoring for both condominium and rental 
projects.

However, there is still little assurance that the public benefi ts required 
as a condition of granting a tax abatement are occurring.  Without 
clear goals or program evaluation and reporting, it is diffi  cult to 
determine whether the expenditure of public funds is leading to the 
intended benefi ts.  

To strengthen overall accountability of the City’s tax abatement pro-
grams, we recommend that City Council:

1.  Clarify the goals and objectives of the housing tax 

abatement programs, and assign responsibility for 

oversight, evaluation, and reporting.

Conclusions and 

Recommendations
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2.  Direct the responsible bureau to submit an annual report of 

program activities to Council.  

  The annual report should include information on the 
compliance status of abated properties and annual foregone 
revenues created by each abatement program.  The report 
should also document the numbers of units created, rents or 
sales prices, cost of the abatement per unit, and demographic 
information on purchaser or renters benefi ting from the 
program.  The report should also include an analysis of higher 
level program goals as described in applicable legislation, and 
an assessment of the success of overall tax abatement strategy.  

To improve program administration and ensure ongoing compliance 
with program criteria, we recommend that PDC:

3.  Draft a regulatory agreement with each multi-family project 

developer that specifi es responsibilities for monitoring 

project fi nancial performance, aff ordability, and all other 

required public benefi ts.  

4.  Review the method for assessing fi nancial need for 

multi-family condominium properties and make 

recommendations to Council for revising City Code.

5.  Review and update processes for verifying applicant and 

tenant incomes, to ensure that intended income groups are 

being served.

While these recommendations may require staff  time and funding, 
the continued abatements and their signifi cant cost in foregone 
revenue need increased monitoring.  Moreover, more monitoring and 
reporting is needed to ensure that tax abatement programs are meet-
ing their intended purpose.
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New Multi-Unit Housing Program

Purpose

 

Eligibility

 

 

 

 

Program History

To encourage the construction of multi-unit housing in the Central City and urban 
renewal areas 

New multi-unit rental or condominium housing of 10-units or more.  Applicant must 
demonstrate that the project would not be feasible without tax abatement.  Rental 
projects over 15 units must meet aff ordability requirements, ownership properties must 
meet price and income restrictions, and all projects must provide design elements 
benefi ting the public.

1975   Council adopts abatement program for new rental housing in downtown area

1996  Condominium projects authorized 

2004  Program amended to require at least 15 percent of units aff ordable to 
households earning 80 percent of area median income.

2005  Council requires new tax abatement recipients to provide annual fi nancial 
reports, and repay taxes if rate of return exceeds 10 percent

2006  Council places moratorium on new applications for projects that are less than 
100 percent aff ordable.

2007  County assessor questions owner occupancy and income limits for numerous 
condominium units; 32 tax abatements terminated by Council

New Multi-Unit Housing Projects 1997-2007

New Multi-unit projects

Central City and Urban 
Renewal Areas
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The Cornerstone

1425 NE 7th
Approved 1997

94 units market rate
24 units @ 80 percent median family income
Public courtyard
Exhibit windows for local artists

2007-08 Foregone tax revenue
All taxing districts:  $172,000
Annual Foregone Revenue per unit $1,500

The Louisa

1202 NW Davis
Approved 2003

218 units market rate
24 units @ 80 percent median family income
Ground level locally-oriented retail
LEED Certifi cation
Publicly accessible meeting rooms

2007-08 Foregone tax revenue
All taxing districts:  $638,000
Annual Foregone Revenue per unit $2,600

2007-08 Foregone Revenue 

City foregone revenue $1.5 million

City foregone revenue $520 
per housing unit

Foregone revenue $4.4 million 
all taxing districts

All taxing district foregone $1,560 
revenue per housing unit

Program Outcomes 1997 to 2007:

25 projects constructed:
 91 Condomiun units
 2,739 Rental housing units
  1,579 @ market rate
  77 @ 80 percent median family income
  656 @ 60 percent median family income
  334 @ 50 percent median family income
  93 @ 30 percent median family income

Project Examples:
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Transit-Oriented Development Program

Purpose

 

 

Eligibility

 

 

 

Program History

To encourage the development of high density housing and mixed use projects, 
aff ordable to a broad range of the general public, on vacant or underutilized sites within 
walking distance of transit. 

Project must be in defi ned transit-oriented area, outside the Central City.  Developer 
must demonstrate that project is not fi nancially feasible without tax abatement.  Rental 
projects must include some aff ordable properties; ownership units must meet price and 
buyer-income restrictions.  All projects must provide additional public benefi ts. 

1996   Council adopts transit-oriented development tax abatement program

2006  Council updates program areas and public benefi ts required.  Council requires 
new tax abatement recipients to provide annual fi nancial reports, and repay 
taxes if rate of return exceeds 10 percent.

2007  County assessor questions owner occupancy and income limits for numerous 
condominium units; 15 tax abatements are terminated by Council

Transit Oriented Development Program Projects 1997-2007

TOD projects

Eligible Transit Areas
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Center Village

5845 NE Hoyt
Approved 2001

12 units @ 30 percent median family income
48 units @ 60 percent median family income

2007-08 Foregone tax revenue
All taxing districts:  $87,000
Annual Foregone Revenue per unit $1,500

Bookmark Apartments

2034 NE 40th
Approved 2001

28 units market rate
19 units @ 60 percent median family income
Mixed use library and apartments

2007-08 Foregone tax revenue
All taxing districts:  $75,000
Annual Foregone Revenue per unit $1,600

2007-08 Foregone Revenue 

City foregone revenue $450,000

City foregone revenue $450 
per housing unit

Foregone revenue $1.4 million 
all taxing districts

All taxing district foregone $1,340 
revenue per housing unit

Program Outcomes 1997 to 2007:

20 projects constructed:
 111 Condomiun units
 1,124 Rental housing units
  652 @ market rate
  78 @ 80 percent median family income
  332 @ 60 percent median family income
  50 @ 50 percent median family income
  12 @ 30 percent median family income

Project Examples:
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Single-Family Tax Abatement

Purpose

Eligibility

 

 

 

Program History

Single-Family homes granted tax abatements (2005-2007)

To stimulate the construction of new single-family residences in distressed areas.

Newly constructed single-family homes in Homebuyer Opportunity Area, with one or 
more units, priced below 120 percent of City median home price.  Home must be owner 
occupied, and purchaser must have annual income of ≤100 percent of median income 
for family of four.

1990   Council authorizes a tax abatement for new construction in distressed areas  

2002   Council amends program to require owner occupancy and income limits

2003  Legislative authority expires; City program becomes inactive 

2005  Legislature reauthorizes program; Council reauthorizes program and adopts 
amendments to allow eligibility for multi-family dwellings.

Single-Family new construction

Homebuyer Opportunity Areas
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Program Outcomes 1997 to 2007:

1638 Single-family homes constructed 
under original program (1997-2003)

419 Single-family homes constructed 
under new program (2005-2007)

546 new single family tax abatements 
approved in March 2008, not included 
in these numbers

2007-08 Foregone Revenue

post-2005 Single Family program 

City foregone revenue $262,000

City foregone revenue $625 
per housing unit

Foregone revenue $785,000 
all taxing districts

All taxing district foregone $1,873 
revenue per housing unit

2007-08 Foregone Revenue

pre-2005 Single Family program 

City foregone revenue $627,000

City foregone revenue $523 
per housing unit

Foregone revenue $1.9 million 
all taxing districts

All taxing district foregone $1,148 
revenue per housing unit
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RESPONSES TO THE AUDIT



































This report is intended to promote the best possible management of public resources.   
This and other audit reports produced by the Audit Services Division are available for view-
ing on the web at:  www.portlandonline.com/auditor/auditservices.  Printed copies can be 
obtained by contacting the Audit Services Division.

Gary Blackmer, City Auditor
Drummond Kahn, Director of Audit Services

Other recent audit reports:
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and more comprehensive measures needed to improve 
accountability (#363, June 2008)

Public Participation in Capital Projects: Bureau processes 
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Mandatory Supervisory Training: Not cost-eff ective and 
should be streamlined (#354, March 2008)
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