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December 1, 2025

Michael Buonocore, Interim Director
Portland Housing Bureau

1900 SW 4t Avenue, Suite 7007
Portland, Oregon 97201

Dear Mr. Buonocore:

Attached is the report on the Portland Housing Bond Audit FY 2023-24. The audit was conducted in
conformance to Generally Accepted Government Auditing Standards (GAGAS) issued by the U.S.
Government Accountability Office. The objective of the Housing Bond Audit was to (a) determine for FY
2023-24 if bond dollars were clearly and separately tracked to maintain program and fiscal responsibility,
and (b) review policies and protocols for Bond implementation and evaluate if the Portland Housing
Bureau has met the intent of the Bond measure.

Our audit found that Portland Housing Bond Program activities and disbursement of Bond funds in FY
2023-24 complied with the City of Portland November 2016 measure approving the issuance of general
obligation bonds to develop affordable housing and Oregon Measure 102, approved in November 2018,
allowing bond proceeds to provide gap financing to affordable housing projects sponsored by private
developers. Our report contains one recommendation, summarized on page two of the report and
discussed in detail in Section Il of the report, beginning on page 14.

We would like to thank the Portland Housing Bureau Interim Director, Housing Program Coordinator,
Finance and Accounting Manager, Housing Investment & Portfolio Preservation Manager, Housing
Development & Construction Services Manager, and their staff for their assistance in providing
information, answering questions, and reviewing this report.

oo i

Dan Goncher
Harvey M. Rose Associates, LLC
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|.  Portland Housing Bond Audit FY 2023-24

Audit Objective, Scope, and Methodology

Audit Objective

The objective of the Housing Bond Audit was to (a) determine for FY 2023-24 if bond dollars were clearly
and separately tracked to maintain program and fiscal responsibility, and (b) review policies and protocols
for Bond implementation and evaluate if the Portland Housing Bureau has met the intent of the Bond
measure.

Audit Scope

The audit scope covered expenditure of bond funds in FY 2023-24 to provide equity gap financing to
eligible affordable housing projects. The scope included review and assessment of:

e Portland Housing Bureau’s decision-making structures and internal controls to determine if those
structures provide reasonable assurance that the Portland Housing Bureau is meeting its
objectives;

e Bond Program financial procedures to assure that these procedures meet program objectives,
safeguard resources, report reliable information, and comply with applicable laws; and

e Bond Program processes to ensure appropriate review, ongoing monitoring, and transparency.

Audit Methodology

We conducted this audit in conformance to Generally Accepted Government Auditing Standards (GAGAS),
also known as the “Yellow Book,” issued by the U.S. Government Accountability Office. We held a kickoff
meeting June 4, 2025, with Portland Housing Bureau managers responsible for the Bond Program. We
interviewed representatives from the Portland Housing Bureau and reviewed detailed documents,
including City and Bureau bond program policies, Bond Oversight Committee policies, underwriting
guidelines, Housing Investment Committee reports, budget and actual reports, payroll fund charges,
expenditure support documentation, loan and regulatory agreements, loan closing and disbursement
documents, and other documents to assess Bond Program spending.

We submitted a confidential draft report to the Portland Housing Bureau on October 14, 2025,
summarizing our audit results and recommendation, and conducted an exit conference on November 4,
2025, with Portland Housing Bureau representatives. Based on information provided at the exit
conference, we revised our report and submitted our final draft report to the Portland Housing Bureau
Interim Director on November 13, 2025. The Portland Housing Bureau Interim Director provided a written
response to our audit results and recommendation, which is attached to this report beginning on page 18.
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I. Portland Housing Bond Audit FY 2023-24

Summary of Audit Results

Portland Housing Bond Program activities and disbursement of Bond funds in FY 2023-24 complied with
the City of Portland November 2016 measure approving the issuance of general obligation bonds to
develop affordable housing and Oregon Measure 102, approved in November 2018, allowing bond
proceeds to provide gap financing to affordable housing projects sponsored by private developers.
Between 2019 and 2022, the Portland Housing Bureau developed the Bond Eligibility Uses Memo, Loan
Process and Closing Manual, Underwriting Metrics, Program Delivery Fee Guidelines, and Portland
Housing Bureau Process Overview, which provide guidance to Bureau staff and affordable housing
sponsors on appropriate use of bond funds. These documents have been effective in standardizing
Portland Housing Bond Program processes.

This Portland Housing Bond Audit FY 2023-24 reviewed: (1) the approval of requests for and disbursement
of Bond funds in FY 2023-24; (2) completion of Bond-funded projects and processes to convert bond-
funded construction loans to permanent loans; and (3) allocation of the Program Delivery Fee to the
Portland Housing Bond Program. Our FY 2023-24 Portland Housing Bond audit has one observation and
recommendation:

e As of September 2025, five out of 11 privately-sponsored projects that have completed
construction have experienced delays in lease-up and stabilization and have received extensions
to their construction loan terms. Delays in lease up and stabilization can result in additional
interest on the construction loan. The Housing Investment Committee has approved increases to
Housing Bond loans for two projects due to delays in lease up and stabilization, totaling $2.5
million. According to project documentation, property management issues (such as staffing
shortages), tenant non-payment of rent, delays in referrals for permanent supportive housing
units, and rents that are not sufficiently below market rate for certain units have contributed to
these delays. These challenges are not unique to the Housing Bond Program (or to the City of
Portland) and reflect broader trends in the housing market since the COVID-19 pandemic.
Portland Housing Bureau staff have been working to identify strategies to address these trends
across its portfolio of affordable multi-family housing. To promote accountability and
transparency, as emphasized in the Bond Policy Framework, Portland Housing Bureau staff should
(a) continue to identify strategies to support the lease up and stabilization of Housing Bond
projects; and (b) regularly report to the Bond Oversight Committee on additional approved
construction loan term extensions, the reasons for the extensions, and ongoing efforts to address
lease up and operating challenges for Housing Bond projects.

Portland Housing Bond Program Overview

In November 2016, Portland voters approved general obligation bonds of $258.4 million for affordable
housing for low-income families, seniors, veterans, and people with disabilities. Bond funds could be used
for the City to purchase and rehabilitate existing housing or build new housing. In 2017 and 2019, the City
issued approximately $52 million in Housing Bonds to purchase the Ellington Apartments, the East
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I. Portland Housing Bond Audit FY 2023-24

Burnside apartments, and land on NE Prescott Street. Funds were also used for the development of a city-
owned site at 3000 SE Powell. The City owns the Ellington Apartments and East Burnside apartments,
which are operated by Home Forward.

In November 2018, Oregon voters approved Measure 102, amending the State Constitution to allow
Housing Bond proceeds to be used for affordable housing development by private sponsors. In 2020 and
2023, the City issued additional series of Housing Bonds, totaling approximately $206 million. The City
awarded bond funds to 13 affordable housing projects selected through a Bond Opportunity Solicitation
in 2019 and a subsequent Notice of Funding Availability in 2021.

Allocation of Bond Funds

As of March 2025, total available bond proceeds and interest earnings were $263.4 million and bond funds
allocated to projects were $263.4 million, as shown in Exhibit 1 below. Approximately 90 percent of
allocated bond funds had been spent as of March 2025.

Harvey M. Rose Associates, LLC



I. Portland Housing Bond Audit FY 2023-24

Exhibit 1: Projects Funded by Portland Housing Bonds, As of March 2025
Source of Funds

Bond Issuance $258,400,000
Interest 5,018,141
Total Source of Funds $263,418,141

Committed Bond Bond Expenditures
Use of Funds Funds as of March 31, 2025
Purchase of Land & Buildings
Ellington Apartments $37,000,000 $37,000,000
East Burnside Apartments 14,300,000 14,300,000
Prescott (land) 500,000 500,000
Powell (site development) 263,853 263,853

Subtotal Purchase Land & Buildings

$52,063,853

$52,063,853

Awards to Private Sponsors

Anna Mann House $12,544,000 $12,544,000
Las Adelitas 15,020,934 15,020,934
Cathedral Village 15,969,750 15,878,044
The Aurora 14,926,500 14,926,500
Crescent Court 16,754,923 15,914,897
Hayu Tilixam 7,971,500 7,971,500
Emmons Place 19,786,343 19,786,343
The Joyce 1,791,055 1,791,055
Starlight 12,662,077 12,372,361
Hazel Ying Lee* 33,063,000 30,881,260
Alder 9% 27,231,500 27,231,500
Francis + Clare Place 9,421,891 9,129,662
Hollywood Hub 24,210,816 2,565,360
Subtotal Award to Private Sponsors $211,354,289 $186,013,416
Total Use of Funds $263,418,142 $238,077,269

Source: May 2025 Bond Expenditure Report to the Bond Oversight Committee
*Table above does not include approved Housing Bond loan increases for Alder 9 ($1.0 million) and
Hazel Ying Lee ($1.5 million) from bond interest earnings

Loan Increases

In August 2024, the Housing Investment Committee approved an increase in the Housing Bond loan to
The Joyce of $988,555. According to the Portland Housing Bureau staff report to the Housing Investment
Committee, the additional allocation of Bond funds was necessary due to increased construction costs for
foundation work, increased interest rates, and delays in lease up of the project, including delays in
completing elevator installation and inspections.

In November 2024, the Housing Investment Committee approved an increase in the Housing Bond loan
to Alder 9 of $1.0 million from bond interest earnings. According to the Portland Housing Bureau staff
report to the committee, the additional allocation of Bond funds was necessary due to construction
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delays, which added 11 months to the construction schedule and resulted in additional interest on the
construction loan, cost escalation from subcontractor re-bids, and additional construction administration
costs.!

In August 2025, the Housing Investment Committee approved an increase in the Housing Bond loan to
Hazel Ying Lee of $1,500,000 from bond interest earnings. According to the Portland Housing Bureau staff
report to the Housing Investment Committee, the additional allocation was needed due to construction
and lease up delays, which resulted in additional interest on the construction loan.

Status of Bond Projects
As of September 2025, of the 15 projects funded by the Portland Housing Bond:

e Thirteen had been completed and received a Certificate of Occupancy, including the two
apartment buildings purchased by the City and 11 privately sponsored projects; and
e Two were in construction.

Of the 11 privately sponsored projects that had received the Certificate of Occupancy, nine projects had
converted the bond-funded construction loan to a permanent loan. One project was expected to convert
the bond-funded construction loan to a permanent loan in Fall 2025, and one project was expected to
convert the bond-funded construction loan to a permanent loan in 20262 The status of the 15 Portland
Housing Bond projects as of October 2025 are shown in Exhibit 2 below.

! The construction delays were due to the sinking of the building adjacent to the project during construction. This
required that the contractor stop construction activities and stabilize the adjacent building with underground
supports and a new basement. The General Contractor’s insurance covered the costs of the stabilization work, but
the delays resulted in additional financing and administrative costs as well as cost escalation.

2 Expected conversion of the bond-funded construction loans to permanent loans include: Aurora in October 2025,
and Hazel Ying Lee in March 2026.
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Exhibit 2: Status of Portland Housing Bond Projects as of October 2025

Certificate Temporary In In Construction Loan
of Certificate of . Converted to
Construction Predevelopment
Occupancy Occupancy Permanent Loan
Housing Owned by City of Portland
Ellington Apartments X n/a
East Burnside Apartments X n/a
Housing Owned by Private Sponsors
Anna Mann House X X
Las Adelitas X X
Cathedral Village X X
The Aurora X
Crescent Court X X
Hayu Tilixam X X
Emmons Place X X
The Joyce X X
Starlight X X
Hazel Ying Lee @ X
Alder9®b X
Francis + Clare Place ® X X
Hollywood Hub ¢ X
Total 13 0 2 0 9

Source: Bond Oversight Committee documents and Portland Housing Bureau staff interviews

2 The City conveyed the City-owned property at 3000 SE Powell (Hazel Ying Lee) to Home Forward, which
was selected through the 2019 Bond Opportunity Solicitation to develop the property for affordable
housing.

b Alder 9 and Francis + Clare Place were awarded Portland Housing Bond funds through the 2021 Notice of
Funding Availability.

¢ The City originally awarded bond funds for development of the Barbur affordable housing project through
the October 2021 Notice of Funding Availability. Because of a funding gap for the Barbur project, the
Portland Housing Bureau substituted the Hollywood Hub project, selected through a separate solicitation
for the Metro Housing Bond.

Bond Oversight Committee

The Portland Housing Bond measure approved by the voters in November 2016 provided for a five-
member oversight committee to review the bond expenditures and provide an annual report to the City
Council. The Bond Oversight Committee was established in July 2017 for the expected duration of the
Bond Program of five to seven years. The Bond Oversight Committee Charter and Protocols further
defined the role of the committee to monitor revenues, expenditures, and program implementation in
accordance with the Bond Policy Framework and to oversee administrative and financial aspects of the
Bond, among other duties. Between 2017 and 2024, the Bond Oversight Committee met quarterly to
review the Housing Bond Program and prepare an annual report on the Housing Bond Program
summarizing the Committee’s review and oversight. At the March 7, 2024 meeting, the Bond Oversight
Committee moved to meet annually rather than quarterly to prepare the annual report to the City Council.
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FY 2022-23 Portland Housing Bond Audit Recommendations

The Portland Housing Bond Audit for FY 2022-23 had two recommendations for the Portland Housing

Bureau. The Portland Housing Bureau agreed with these recommendations in their written response to

the audit report. Details on implementation of these recommendations is discussed below.

(1) The FY 2022-23 audit recommended that the Housing Investment and Portfolio Preservation

(2)

Manager document guidelines for Bureau staff in evaluating and recommending the borrower’s
request for early release of holdback funds and report to the Bond Oversight committee at the
annual meeting in 2025 on the decision to approve early release of holdback funds and the impact
on the project.

As of April 2025, the Portland Housing Bureau established an internal policy for early release of
holdback funds. According to the policy, the Housing Investment and Portfolio Preservation
Manager may approve an early release of holdback funds if the borrower submits a written
request and certain criteria are met (such as the early release would reduce construction loan
interest or otherwise benefit the project financing and project closeout is on track). The policy
also states that the standard early release will be to release all but 2.5 percent of holdback funds
but that the Housing Investment and Portfolio Preservation Manager may approve up to a full
release of holdback funds with a joint recommendation from the underwriter and senior
construction coordinator. In addition, the Housing Investment and Portfolio Preservation
Manager reported to the Bond Oversight Committee in May 2025 on early release of holdback
funds for four projects.

This FY 2023-24 audit does not have recommendations on evaluating the borrower’s request for
early release of holdback funds.

The FY 2022-23 audit recommended that the Housing Investment and Portfolio Preservation
Manager should, in coordination with the Finance and Accounting Manager, ensure sufficient
allocation of the Program Delivery Fee in the Hollywood Hub loan agreement and report to the
Bond Oversight Committee at the annual meeting in 2025 on the Program Delivery Fee allocation
to projects, total Fee collection, and total administrative costs allocated to the Portland Housing
Bond Program.

The Hollywood Hub loan agreement included a $4.0 million allocation of the Program Delivery Fee
for a total of $16.2 million allocated to Housing Bond projects out of $18.1 million allowable. In
May 2025, the Financial Analyst Ill reported to the Bond Oversight Committee on the Program
Delivery Fee allocation to projects, total Fee collection, and total administrative costs allocated to
the Portland Housing Bond Program. In addition, the Financial Analyst Il reported that the total
of $16.2 million allocated would be sufficient to cover administrative costs.

This FY 2023-24 audit does not have recommendations on allocation of the Program Delivery Fee.
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I. Portland Housing Bond Audit FY 2023-24

Bond Program Reporting on Demographics

In 2019 the Portland City Auditor issued the report, Portland Housing Bond: Early implementation results
mostly encouraging. In their two-year audit update, released in December 2021, the Portland City Auditor
found that the Portland Housing Bureau did not implement the recommendation to encourage developers
and property owners to attract seniors, veterans, and people with disabilities, and that the Bureau had
not developed a plan to ensure groups the bond was intended to serve received housing. According to
email correspondence between Housing Bureau and City Auditor staff, the Housing Bureau was still in the
process of implementing the recommendation as of June 2025.

In the Housing Bureau’s February 2022 memo response to the Portland City Auditor two-year audit
update, the Bureau noted that both the ballot measure language and the Bond Policy Framework, which
was approved by the City Council after passage of the ballot measure, guides the Bureau’s implementation
of the Portland Housing Bond program. The Bureau noted that while the Policy Framework does not single
out seniors and veterans, the projects selected for funding serve these specific populations, and that these
populations are served under the priority of “households experiencing homelessness or at imminent risk
of becoming homeless” and the goal of creating 300 units of permanent supportive housing.? In addition,
the Bureau stated that tenant demographics are only available for two open bond projects (Ellington and
East Burnside). For the remaining projects to be opened in 2022, the Bureau stated that they would begin
monitoring compliance with the agency’s regulatory agreements, including marketing, tenant
demographics, and services provision.

In the FY 2022-23 audit year, we found that tenant demographics were available for five additional
projects that had completed lease up: Cathedral Village, The Joyce, Hayu Tilixam, Crescent Court, and
Emmons Place. However, initial tenant move-in demographic reporting for Starlight, Las Adelitas and
Aurora were overdue. In our review of Housing Bond materials for the FY 2023-24 audit year, we found
that tenant demographics have been submitted and received® for the following four additional projects
that have been opened, though some data was submitted in FY 2024-25: Starlight, Anna Mann House, Las
Adelitas, and Aurora. Tenant demographic reporting for all projects reflects data such as income level,
race and ethnicity, number of children, seniors, and adults with disabilities. However, the demographic
information does not capture data on the following priority communities listed in the ballot measure and
Housing Bond Framework: veterans, households experiencing homelessness or at imminent risk of
becoming homeless, and households facing imminent displacement. Consequently, in a June 2025 email

3 According to the Bureau’s response, a permanent supportive housing unit, by definition, must serve households
that also have a disabling condition, meaning that these housing units will serve people with disabilities. In addition,
the Bureau stated that households with disabling conditions eligible for supportive housing also include veterans
and senior households.

4 Tenant data was submitted by property management to the Bureau in April 2024 and March 2025 for Anna Mann
House, April and May 2025 for Las Adelitas, April 2025 for Starlight, and February, March, and July 2025 for Aurora.
According to the Bureau, the submission date is specific to individual certifications for most projects, as property
management manually enter the certifications for individual units. Tenant data may also be submitted via large file
upload, which would then reflect the same submission date for multiple units.
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update, the City Auditor indicated that the recommendation that the Housing Bureau emphasize ballot
measure commitments and report on service to the priority communities was still in the process of
implementation. Bureau staff responded that a plan has been established to update the data system to
better track the requested demographic information, which will be available in 2026.
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At the beginning of FY 2023-24, six of the 13 privately sponsored projects had completed construction. In
addition, six projects were under construction, and Hollywood Hub was in predevelopment.

By the end of FY 2023-24, four of the six projects under construction at the beginning of the year were
completed and open. Francis + Clare and Alder 9 were still under construction, and Hollywood Hub was
still in predevelopment. The status of the 13 privately sponsored projects in FY 2023-24 is shown in Exhibit
3 below.

Exhibit 3: Status of Portland Housing Bond Projects in July 2023 and June 2024

July 2023 June 2024

Pre- Lease Up/ Pre- Lease Up/
development Construction Open development Construction Open
Cathedral Village X
Emmons Place X
Starlight X
The Joyce
Anna Mann House
Hazel Ying Lee
Hayu Tilixam
Las Adelitas
Crescent Court
Aurora
Alder 9
Francis + Clare
Hollywood Hub X X
Total 1 6 6 1 2 10

Source: Housing Development & Construction Services Workload Tracker

X X X X X X X X X X

By the end of calendar year 2024, Francis + Clare had completed construction, and Hollywood Hub had
started construction.

Approval and Disbursement of Portland Housing Bond Funds

In FY 2023-24 the Portland Housing Bureau disbursed approximately $24.8 million in bond-funded loans
to seven housing projects in 36 separate disbursements. Total disbursement amounts for each project
ranged from a low of $188,160 to a high of $11,560,308, with an average amount of $3,540,394. Requests
by housing sponsors (“borrowers”) to disburse Portland Housing Bond funds include the following
documentation:

1. The Loan Disbursement and Bond Compliance Certification forms, signed by the borrower, and
included in Exhibit G of the loan agreement;
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II. Audit Results FY 2023-24

2. The Request for Loan Disbursement, signed by the Senior Construction Coordinator, Housing
Development and Construction Services Manager, and the Department Deputy Director;

3. Invoices and supporting documentation provided by the borrower; and
Documentation by the Senior Construction Coordinator of site visits.

The disbursement of Housing Bond funds in FY 2023-24 is summarized in Exhibit 4 below.

Exhibit 4: Disbursement of Bond-Funded Loans in FY 2023-24

FY 2023-24 Disbursement as Number of

Project Loan Amount Disbursement Amount % of Loan Disbursements
Anna Mann House $12,544,000 $188,160 2% 1

Las Adelitas 15,020,934 1,762,013 12% 5

The Aurora 14,926,500 3,692,941 25% 3
Emmons Place 19,786,343 253,561 1% 2

Alder 9 27,231,500 11,560,308 42% 10
Francis + Clare Place 9,421,891 4,079,356 43% 6

Hazel Ying Lee 33,063,000 3,246,418 10% 9

Total $131,994,168 $24,782,755 19% 36

Source: Disbursements and Bond Oversight Committee Documents
Review of Loan Disbursement and Bond Compliance

The 2016 Portland Housing Bond, Measure 26-179, and Oregon State Constitution Article XI require that
general obligation bond funds be used to finance capital costs for affordable housing development.
According to Generally Accepted Accounting Principles, capital costs are those directly or indirectly related
to the acquisition, development, and construction of a project, but not costs associated with financing. As
in previous audit years, according to Portland Housing Bureau policy, the project sponsor (“borrower”) is
responsible for submitting eligible requests for Bond-funded loan disbursements and the sponsor’s
Certified Public Accountant (CPA) is responsible for certifying at the conversion to the permanent loan
that bond funds were used for capitalizable costs.

Our review of the 36 disbursements in FY 2023-24 found that:

e Each disbursement request included certification signed by the borrower (Exhibit G: Bond
Compliance Certification Form) that the expenditures to be reimbursed complied with the bond
measure, were for eligible capital expenses, and would need to be certified by the borrower’s
accountant prior to final project disbursement;

e Each Request for Loan Disbursement form was signed by appropriate Bureau staff;

e Invoices for each of the disbursements were consistent with the Bond Measure and the capital
costs requirement and included accurate documentation;

e Each request for disbursement included video verification of the sponsor’s request; and

e Senior construction coordinators conducted site visits for each disbursement during project

Harvey M. Rose Associates, LLC
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construction.®

Final Cost Certification

The Portland Housing Bureau’s loan agreements for bond-funded loans provide for the borrower's
Certified Public Accountant to certify at the time of the final disbursement that all loan proceeds have
been applied only to capital costs. Las Adelitas and The Aurora received final Housing Bond disbursements
in FY 2023-24. Each project submitted the final cost certification from the sponsor’s Certified Public
Accountant. For these two projects, the Certified Public Accountants found that eligible costs exceeded
the amount of the bond funded loan and disbursements to the project sponsor, indicating that these
disbursements complied with the Bond Measure and respective loan agreements.

Program Delivery Fee

The Portland Housing Bureau may collect up to seven percent of the $258.4 million Portland Housing Bond
proceeds to cover the Bureau’s administrative costs. The Portland Housing Bureau revised Program
Delivery Fee guidelines in July 2021 to define administrative costs to be charged to bond-funded projects
and increased project awards to cover the cost of the Program Delivery Fee, which was to be paid from
non-bond sources. While the total allowable Program Delivery Fee amount is $18.1 million, the actual
amount allocated to projects in the 13 loan agreements is $16.2 million, as shown in Exhibit 5 below. The
Portland Housing Bureau did not allocate the Program Delivery Fee to the purchase by the City of the
Ellington and East Burnside apartments.

5 Site visits are required during active construction but not required for the initial disbursement at financial close or
the final disbursement at project completion, as well as after the project has achieved the Temporary Certificate of
Occupancy.
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Exhibit 5: Allocation of Program Delivery Fee to 13 Bond-Funded Projects,

As of September 2025

Program Delivery Fee
Projects Amount in Loan Agreement
Hollywood Hub $4,038,560
Hazel Ying Lee 2,152,401
Alder 9 1,781,500
Emmons Place 1,294,434
Crescent Court 1,096,116
Cathedral Village 1,044,750
Las Adelitas 984,548
The Aurora 976,000
Starlight 828,360
Anna Mann House 820,636
Francis + Clare 616,386
Hayu Tilixam 521,500
The Joyce 52,500
Total $16,207,691

Source: Loan Agreements for Portland Housing Bond Projects

The Portland Housing Bond loan agreements provide for the Program Delivery Fee to be collected in
increments when the project closes on financing and when the project receives the Temporary Certificate
of Occupancy. Through FY 2024-25, the administrative charges incurred by the Portland Housing Bureau
and attributable to the Program Delivery Fee totaled $13.4 million, which is comparable to the amount of
the fee collected from the projects ($13.3 million). In addition, there is approximately $2.8 million
remaining from the total amount of the Program Delivery Fee included in the loan agreements ($16.2
million) to cover future charges, as shown in Exhibit 6 below.

Exhibit 6: Program Delivery Fee Charges and Collections as of FY 2024-25

Charges Allocated to  Program Delivery Collection (Under)/
Program Delivery Fee Fee Collection Over Charges

Bond Issuance Costs $1,907,501 ($1,907,501)
FY 2018-19 1,526,183 (51,526,183)
FY 2019-20 1,967,509 ($1,967,509)
FY 2020-21 1,855,485 3,865,378 $2,009,893
FY 2021-22 2,379,605 3,137,027 $757,422
FY 2022-23 1,532,674 2,398,807 $866,133
FY 2023-24 1,329,825 924,818.00 (5405,007)
FY 2024-25 949,943 2,947,467 $1,997,524
Total $13,448,725 13,273,498 ($175,227)
Fee Amount in Loan Agreements 16,207,691

Fee Amount > Fee Charges $2,758,966

Source: Portland Housing Bureau Finance and Accounting Unit and Bond Program Loan Agreements

Harvey M. Rose Associates, LLC
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Project Savings, Early Release of Holdback Funds, and Delays

Project Completion and Conversion to Permanent Loan

Portland Housing Bond construction loans are converted to permanent loans when housing construction
is completed; the housing project receives its permanent Certificate of Occupancy; and the housing units
are leased, and housing operations are stabilized. According to the Portland Housing Bond standard loan
agreement, construction loans convert to permanent loans when all conditions for the final bond
disbursement are met, and the borrower is not in default with loan provisions. The permanent loan is
administered by the Portland Housing Bureaus’ Risk Analysis and Compliance unit.

Project Savings

Prior to the final disbursement of bond funds, the project sponsor is to submit a revised financial proforma
for the project, reconciling project expenses, which is reviewed by Portland Housing Bureau staff and
analyzed for potential cost savings. The loan documents define distribution of any project savings. In FY
2023-24, Las Adelitas was the only project for which the bond-funded construction loan funded was
converted to a permanent loan, and the project did not have cost savings.

Early Release of Holdback Funds

The Portland Housing Bond loan agreements provide for the holdback of a portion of bond funds (between
five and 10 percent) until final conversion of the construction loan to the permanent loan. The standard
loan agreements for bond-funded loans detail the conditions that the project must meet prior to final
disbursement of loan funds, including completion of construction, lien waivers from the general
contractor and subcontractors confirming that they have been paid in full, and obtaining a final Certificate
of Occupancy. The loan agreements allow the Portland Housing Bureau to approve the early release of a
portion of the holdback amount if the released funds are used for project development costs. Early release
of the holdback amount increases the risk that conditions for converting the construction loan to a
permanent loan may not be met in full.

In accordance with Bureau policy, early release of a portion of the holdback amount can be approved
administratively by the Housing Investment and Portfolio Preservation Manager, and documentation of
the early release of the holdback funds is included in the Housing Investment Committee document
library. In FY 2023-24, the Portland Housing Bureau approved early release of a portion the holdback
amounts for Anna Mann from 2.5 percent to one percent of the bond-funded loan to reduce construction
loan interest resulting from project delays.

As noted above, the Portland Housing Bureau established an internal policy for early release of holdback
funds in April 2025, including criteria that must be met to release funds. The policy also states that the
standard early release will be to release all but 2.5 percent of holdback funds but that the Housing
Investment and Portfolio Preservation Manager may approve up to a full release of holdback funds with
a joint recommendation from the underwriter and senior construction coordinator. Because this policy
was established after FY 2023-24, early release of holdback funds in FY 2023-24 were not subject to the
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policy.

Project Delays

Although the Las Adelitas project was completed on time and within the project budget, many Portland
Housing Bond projects experienced delays. Project delays contribute to increased project costs due to
increases in labor and supply costs and interest accrual on bank loans.

Portland Housing Bureau staff approved extensions to the construction loan term in loan agreements for
five projects in FY 2023-24 due to delays in construction and/or lease-up and stabilization. These projects
include Starlight, the Aurora, Emmons Place, Anna Mann, and the Joyce. As of September 2025, staff have
approved extensions for Alder 9 and Hazel Ying Lee and additional extensions for the Aurora and the
Joyce. As of September 2025, the Housing Investment committee has approved approximately $3.5
million in increases to bond-funded loans due to delays, including an increase to the bond-funded loans
for the Joyce and Alder 9 in FY 2024-25 and to Hazel Ying Lee in FY 2025-26. Hazel Ying Lee project delays
also resulted in the loss of the interest rate lock on the project’s senior permanent loan, which will
increase the project’s debt service.

Exhibit 7 below compares the original construction loan term under the loan agreement to the actual term
and Exhibit 8 provides detail on the six projects with extensions. The first four privately-sponsored projects
converted to permanent financing within the original construction loan term. However, the next six
projects have exceeded (or were projected to exceed) their original construction loan term and were
granted extensions, as of September 2025.

Harvey M. Rose Associates, LLC
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Exhibit 7: Actual Construction Loan Term Compared to Original Loan Agreement (in Months),
As of September 2025

Actual [Estimated] in Months Original
Construction Lease Up &
Stabilization Difference

Loan (Loan (TCO to in Total
Agreement Agreementto  Permanent Total Total Time
Date Project Name 7CO) Conversion)  Time Time [Estimated]
10/29/2020 Hayu Tilixam 22.1 8.3 30.4 35.1 4.7
10/29/2020 Crescent Court 17.9 11.6 29.5 30.0 0.5
1/21/2021 Cathedral Village 18.9 10.3 29.2 38.3 9.1
4/5/2021 Las Adelitas 20.4 11.6 32.0 36.9 4.8
5/3/2021 Starlight* 18.6 20.4 39.0 33.0 -6.0
6/3/2021 The Aurora* 26.9 [24.1] [51.0] 31.0 [-20.0]
6/29/2021 Emmons Place* 29.9 11.7 41.6 30.1 -11.5
11/1/2021 Hazel Ying Lee* 31.4 [21.6] [53.0] 47.0 [-6.0]
11/30/2021 Anna Mann* 24.1 11.8 35.9 30.0 -5.9
12/20/2021 Joyce Hotel* 17.3 16.1 334 23.4 -10.0
1/19/2023 Alder 9* [31.4] [12.0] [43.4] 44.4 [1.0]
6/22/2023 Francis + Clare 13.8 9.9 23.7 30.4 6.6
11/14/2024 Hollywood Hub [24.9] [12.0] [36.9] 43.6 [6.7]

Median 20.4 11.6 30.4 33.0 0.5

Source: HMR analysis of PHB Workload Tracker
*Extension approved as of September 2025

Exhibit 8: Projects with Construction Loan Term Extensions, As of September 2025

Project Extension Bond Loan Construction Lease Up
Increase Delays Delays

Starlight 6 months* X

The Aurora 21 months* X

Emmons Place 12 months* X X

Hazel Ying Lee 6 months $1,500,000 X

Anna Mann 6 months*

Joyce Hotel 10 months $988,555 X

Alder 9 12 months $1,000,000 X

Total 6 to 21 months $3,488,555 4 5

Source: HMR review of project documentation

*Loan documents provided for an option to extend the construction loan term by six months for the
Starlight, the Aurora, Emmons Place, and Anna Mann.

Five out of the seven projects with extensions experienced delays with lease up and stabilization. As
shown in Exhibit 7 above, three of these projects will take longer than 20 months to lease up and stabilize,
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including the Starlight, the Aurora, and Hazel Ying Lee. Project documentation for the extensions cited
property management issues (such as staffing shortages), tenant non-payment of rent, and delays in
referrals for permanent supportive housing units. In addition, project documentation cited challenges
leasing buildings with units affordable to households earning up to 60 percent of Area Median Income
(AMI), particularly for studio units and one-bedrooms in some cases, as rents for these units were
comparable to market rate rents. Approximately half of the units for two of the projects with extensions
were 60 percent AMI studios, including Emmons Place and Hazel Ying Lee. In some cases, property
management has lowered the rents to lease units, but projects do not have much flexibility to lower rents
as the projects must be able to make debt service payments after conversion to permanent financing.

These challenges are not unique to the Housing Bond Program (or to the City of Portland) and reflect
broader trends in the housing market since the COVID-19 pandemic. Portland Housing Bureau staff have
been working to identify strategies to address these trends across its portfolio of affordable multi-family
housing. In October 2024, the Portland Housing Bureau engaged with the Housing Development Center,
a non-profit organization, to perform an assessment of the financial health of the Bureau’s multi-family
affordable housing stock. The non-profit recommended that the Bureau focus on revenue enhancement
and expense mitigation among other areas. In addition, the Portland Housing Bureau began quarterly
roundtable meetings with lenders in January 2025 to identify issues and strategies to address them, and
two new limited-term coordinator positions will support the Bureau’s efforts to identify and stabilize
projects that are underperforming.

We recommend that the Housing Investment and Preservation Portfolio Manager (a) continue to identify
strategies to support the lease up and stabilization of Housing Bond projects; and (b) regularly report to
the Bond Oversight Committee on additional approved construction loan term extensions, the reasons
for the extensions, and ongoing efforts to address lease up and operating challenges for Housing Bond
projects. This will promote accountability and transparency, as emphasized in the Bond Policy Framework,
and it will also aid the Bond Oversight Committee in its mandate to monitor program implementation and
expenditures.

Recommendation

Recommendation 1: The Housing Investment and Portfolio Preservation Manager should, to ensure
sufficient oversight of lease up and stabilization of housing bond projects, (a) continue to identify
strategies to support the lease up and stabilization of Housing Bond projects; and (b) regularly report to
the Bond Oversight Committee on additional approved construction loan term extensions, the reasons
for the extensions, and ongoing efforts to address lease up and operating challenges for Housing Bond
projects.
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Portland
Housing Bureau

November 21, 2025

Harvey Rose Associates LLC
1390 Market St # 1150
San Francisco, CA 94102

Dear Harvey Rose team,

The Portland Housing Bureau (PHB) greatly appreciates the work performed by Harvey Rose
Associates LLC in compiling the FY 2023-24 financial audit and providing observations and a
recommendation for the Portland Housing Bond (“Bond”) program.

The FY 2023-24 Audit noted that the Portland Housing Bond Program activities and disbursement of
Bond funds in FY 2023-24 complied with the City of Portland November 2016 measure approving the
issuance of general obligation bonds to develop affordable housing and Oregon Measure 102,
approved in November 2018. The audit further noted that PHB disbursed approximately $24.8 million
in bond-funded loans during FY 2023-24, totaling 36 disbursements, all of which complied with the
bond measure. PHB is proud of this work, and we appreciate the opportunity for improvement as
detailed in the one recommendation outlined in the Bond audit.

Below is the response to Harvey Rose recommendation cited in the FY 2023-24 Portland Housing
Bond Audit report:

Recommendation 1: The Housing Investment and Portfolio Preservation Manager should, to ensure
sufficient oversight of lease up and stabilization of housing bond projects, (a) continue to identify
strategies to support the lease up and stabilization of Housing Bond projects; and (b) regularly report
to the Bond Oversight Committee on additional approved construction loan term extensions, the
reasons for the extensions, and ongoing efforts to address lease up and operating challenges for
Housing Bond projects.

Portland Housing Bureau 1900 SW 4™ Ave, Suite 7007 » Portland, OR 97201  503-823-2375




PHB Response: Portland Housing Bureau recognizes the critical importance of timely lease-up and
long-term stabilization of Bond projects to meet the community's housing needs and secure the
financial viability of the Bond program. We will continue to identify strategies to support lease-up and
stabilization of the Bond projects, including construction loan term extensions. We will report these
efforts to the Bond Oversight Committee.

We again thank Harvey Rose Associates LLC for conducting this audit and for providing us with this
recommendation for improvement as we continue with the implementation and monitoring of the
Portland Housing Bond.

Sincerely,

ichael Buonocore
nterim Housing Director, Portland Housing Bureau

Portland Housing Bureau 1900 SW 4™ Ave, Suite 7007 « Portland, OR 97201 « 503-823-2375
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