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INTRODUCTION

adopted the Ten-Year Financial Sustainability
Plan (FSP), a blueprint to guide the agency’s
financial and business practices in the context
of declining tax increment financing revenues
and the need for more flexible resources to
support inclusive economic prosperity. This
new multipronged approach aimed to fund an
annual operating budget of $30 million and
to maintain levels of service across Prosper
Portland’s business lines.

I n In July 2018, Prosper Portland’s board

In the first two years Prosper Portland made
significant progress toward creating the infra-
structure and internal processes necessary to
implement the FSP: developing plans for each
property, implementing new property manage-
ment software, updating investment criteria, and
securing additional public resources. While in-
come-generating investments lagged, the launch
of new loan products and projected returns from
the TIF investment in the Broadway Corridor
showed promise.

Then came 2020, a year of public health crisis
and cultural upheaval with immediate and en-
during economic repercussions. Public health
directives saved lives and closed businesses to
customers, dramatically reduced tourism activity,
and sent thousands of office workers home.
Individuals lost income. Businesses lost revenue.
The central city, commercial corridors, and public
entities at all levels experienced major economic
impact. And many of the FSP's projected income
drivers diminished as well, with significant impact
to Prosper Portland’s financial forecast.
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Prosper Portland experienced immediate fi-
nancial loss with lower property income from
garages, a hotel, and ground floor retail spaces,
alongside modifications of lending agreements
and significantly higher property management
costs. And in this uncertain economic context,
the Broadway Corridor agreement passed by
City Council eliminated nearly $4 million in an-
ticipated annual revenue for more than a dozen
years and required cost containment measures
as City General Fund projections declined.

In this context, the Prosper Portland Board
enabled investment of reserves to maintain near-
term levels of service and supported the estab-
lishment of a cross-functional committee, known
as “"FSP 2.0, to reevaluate the original plan’s
assumptions and ensure a viable path forward.
At the same time, staff continued to pursue key
elements of FSP with the implementation of new
loan products, pursuit of new TIF districts and
dedicated Boomerang revenue, and administra-
tive cost containment.

FSP 1.0 vs FSP update

The following addendum, referred to as the “FSP
update,” retains the overarching blueprint and
goal of the 2018 10-Year Financial Sustainability
Plan. Together, they present a business plan
grounded in a social impact investment model
with less reliance on TIF, more diversified funding
streams, and necessary cost containment mea-
sures. This approach reinforces the necessity of
investing most resources to achieve both finan-
cial and mission impact.



Board Resolution — Adopting an Update to the FSP and Financial Investment Policy

March 8, 2023

This fresh look at the 2018 plan also incorporates
some significant refinements, which are detailed
in the addendum to the original plan. Evaluation
of lessons learned and implications of current
economic trends enabled the development of

a more advanced financial model that builds

on performance to date, incorporates new loan
products, considers both operating and capital
funding requirements, and applies the updated
legal interpretation of program income.

If successfully implemented, the updated plan
will enable Prosper Portland to fund an annual
operating budget of $30 million (on a present
value basis) and serve the community both today
and in the future.

An Updated Framework

The original FSP business model (Figure 1) incor-
porates four key components to guide related
actions:

1. Optimize both public benefits and financial
return of the remaining tax increment funds
and existing real estate assets

2. Secure additional public funding to support
economic and community development
programs
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3. Partner with public agencies to deliver real
estate development activities that achieve
public priorities

4. Seek additional revenues for capital and
operations by leveraging core expertise

Component 1, “Optimize Remaining Resources,”
represented 64% of modeled revenue over

10 years and included both the TIF restricted
and program income. Component 2, “Secure
Additional Resources,” represented 22% of mod-
eled revenue over the same period and focused
primarily on allocating Boomerang revenue. No
revenue target was associated with Component
3, “Partner on Real Estate Development,” which
focused on project-specific partnerships with
other public entities. Component 4, “Seek New
Revenue,” represented 14% of modeled revenue
and included creation of new TIF districts and
pursuit of New Market Tax Credits to generate
both capital and operational revenue.

Given experience operationalizing the original
framework and with the goal of increasing
“implementability,” FSP update reorganizes the
components and provides additional clarity on
specific portions that had previously been purely
conceptual.
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Specifically, the updated framework
(Figure 2) is structured around the
following four updated objectives:

1. Leverage community-based TIF
district investments to deliver
on community-defined priorities
and secure financial return of the
dedicated tax increment funds and
related assets. 44% of remaining
TIF invested in grants and infra-
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New Operating Revenues Through 2031

Return from New TIF
District Investments,
$6M, 5%

Secure Additional Public
Resources (New TIF Districts),
$20M, 17%

Return from Non-TIF
Restricted Resources,
$20M 17%

Secure Additional Public

structure with no return and 56% of
remaining TIF invested in loans or
other investments that, on average,
generate a 3.8% return. Average re-
turn is 2% when including all grants
and infrastructure investments.

2. Optimize both public benefits and
financial return of non-TIF restrict-
ed resources. An average return of
7% / year is expected when these
resources are deployed.

3. Research and identify new funding sources
for programmatic, operational, and capi-
tal investment priorities from public and
private sources.

4. Secure additional public resources to
maintain key business lines and to deliver
activities that achieve public priorities.

Objective 1, “Leverage Community-Based TIF
district investments,” incorporates the portions
of Component 1 focused on TIF-restricted
resources and assets as well as the program
income (unrestricted) assets assigned to
community-based action plans. Objective 2,
“Optimize Non-TIF Resources” incorporates the
remaining portions of Component 1 and focuses
on the strategic deployment of program income
and other flexible revenue streams. Objective 3,
“Research and Identify New Funding Streams,”
combines the analysis and partnership develop-
ment anticipated across Components 2, 3 and
4, recognizing the need to seize opportunities
and innovate over time. Objective 4, “Secure
Public Resources,” incorporates portions of
Components 2 and 4 including the pursuit of
Boomerang revenue and creation of new

TIF districts.
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Resources (Other),
$2M, 2%

Secure Additional Public
Resources (Returning TIF),
$68M, 59%

Model and Significant Assumption
Changes

The financial model that accompanied the
original framework solved for the operational
funding gap caused by declining TIF, and iden-
tified how application of the framework and
related revenue streams could close that gap.
An important evolution of the revised FSP is the
integration of lessons learned and the inte-
gration of capital needs alongside operational
requirements throughout the plan that had
been identified as a key priority in the previous
framework in “Component 4.”

The updated financial model projects revenue
streams based on what the agency had pre-
viously been able to accomplish. The updated
model now includes more specific assumptions
around property dispositions, operating asset
investments, lending products and production
targets based on past performance and current
community needs. The model also assumes a
certain portion of revenues are committed to
stabilize the agency’s annual operational needs
and certain revenues are pooled for capital
reinvestment.
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The updated model also incorporates an up-
dated accounting of and specific opportunities
to use Program Income (defined below) in two
key ways: i) to respond to TIF district commit-
ments where there are existing Action Plans or
other priority commitments and ii) to deliver
on Prosper Portland’s mission city-wide and as
a key source of both investment and revenue
outside of TIF districts. A detailed analysis, on a
TIF district-by-district basis, was performed to
identify remaining commitments and remaining
funds (both TIF and non-TIF) available to meet
those commitments.

The updated model is represented below visually
(Figure 4) and illustrates the current financial
model by sources, on the left-hand side - which
includes existing general fund and TIF as well

as new public resources and program income
generated from the agency’s investments - and
aligns those sources to the uses described on the
top - including economic development program-
ming, real estate and community development
investments and related staffing and administra-
tion. The model also considers both the opera-
tional requirements associated with deployment
of capital and operations of real property.

FUTURE STATE

Econ. Development Staffing &
SOURCES Programming Administration

(1) CityResources
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Boomerang o o
@ TIF

Existing TIF ® ®

New TIF o o

(3) Program Income

Lending
Interest ®
Principal

Dispositions

Net Operating Income

Starting PI

@ Future New Income (]
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Objective 1.
Leverage Community-Based TIF District
Investments [Changes]

Component 1, “Optimize Remaining Resources”
within the original framework established a
social impact investment model that included
three investment typologies: Mission-Related
Investments that generated a 6% return,
Program-Related Investments that generated

a 2.5% return, and Grants/Infrastructure invest-
ments within an established “set aside” target.

The related financial model anticipated:

a. Additional earned income from Prosper
Portland-held real estate would achieve
Mission-Related returns

b. New Loans would meet Program-Related
return targets

c. And return on remaining TIF on Action
Plan or other significant district projects
would achieve a mixture of Mission- and
Program-related returns, depending on
the market strength and strategic objec-
tives by district.

Most of the returns generated in the original
financial model were anticipated to accrue from
additional earned income from Prosper Portland-
held real estate and the remaining TIF proceeds
to be invested.

Return on Investment

Original vs. Revised Model

(in thousands)
$20,000

$18,000
$16,000
$14,000
$12,000
$10,000
$8,000
$6,000
$4,000
$2,000

Original (Scenario A)
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As a result of the analysis of past performance
and current economic realities, the updated
financial model related to Objective 1includes
the following key changes:

* A detailed analysis of remaining TIF re-
sources needed to complete district Action
Plan goals and what type of returns they
may vyield. Investments were categorized
as either 0% (grants and infrastructure),

2% (large loans), or 6% (small loans and
property acquisition/disposition.) The most
significant change was the reclassification
of all Broadway Corridor investments as 0%
within the 10-year timeframe of the model.

e |dentification of excess program income
available in each TIF District that could be
moved to the Strategic Investment Fund
described in Objective 2 to make new, non-
TIF investments in new loan and real estate
investments. While this was a component
described in the original FSP, this refinement
increases clarity and implementability.

* Between 2018 and 2022, some projects
that were included as projected new reve-
nue such as the Convention Center Garage
started operations. Revenues and expendi-
tures are included in the existing portfolio
of projects and, like many other assets,
have performed below projections due to
the pandemic and timing of recovery. Many
other projects that were included
(e.g. Workshop Blocks. Old Town Action
Plan, and 92" and Harold) have not yet
been implemented as identified in the
original model.

Revised

$-

202122 202223 202324 202425 202526 202627 202728 202829 202930 203031
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In total, projected new operating revenue from
this category in the revised model is approxi-
mately 25% of the projection from the original
model in FY 2026-27 and approaches 50% of the
amount modeled for FY 2029-30.

Objective 2.
Optimize Non-TIF Resources [Changes]

As described above, this section was aggre-
gated, with the prior section, into “Optimize
Remaining Resources” in the original analysis.
Recognizing that a significant portion of those
“remaining resources” were not TIF but were
instead funds generated from TIF investments,
the agency engaged outside legal counsel who
confirmed that program income carries neither
the use type restrictions (“sticks and bricks”) nor
geographic restrictions of TIF.* Prosper Portland
has reviewed these findings with the City attor-
ney who concurs with the interpretation.

Prosper Portland uses the term “Program
Income” (PI) to categorize funds that have been
generated through the return on investments the
agency has made within TIF districts using Tax
Increment Financing to implement on TIF district
plans and related community priorities. Examples
of program income include interest and principal
on loans, net cash flow generated from operating
properties, and proceeds from the sale of prop-
erties for public-private development projects.
Within the financial model, program income

TIF District B
& Uncommitted PI

TIF District A
& Uncommitted PI

Strategic
Investment
Fund
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supports operating costs through things like
annual loan interest repayment; net operating
income; and land leases; and supports a revolv-
ing capital pool through things like loan principal
repayment or recapitalization of operating
assets.

METHODOLOGY AND RESTRICTED VS.
UNRESTRICTED PI

With new clarity on the flexibility of Pl the
agency performed an accounting exercise to
determine the total amount of program income
generated. Further analysis broke down how
much of those funds would be required to meet
community commitments the agency had made
across various TIF district Action Plans (i.e.
“restricted PI.”) Total Pl less restricted Pl is the
“unrestricted PI” balance available to be invested
across the city and with no restrictions other
than those imposed on Prosper Portland as a
whole. This understanding will be reflected in
the agency’s budgets and the updated financial
model incorporates this refined understanding
of the level of Pl available to be invested without
TIF restrictions.

As part of the implementation phase of FSP 2.0,
a new fund within the agency’s budget called
the “Strategic Investment Fund” (Figure 6) will be
established in FY 2023-24. Operating properties
will be transferred to this fund during over FY
2023-24 as well.

TIF District C
& Uncommitted PI

Resources in Strategic
Investment Fund are
uncommitted and

have neither TIF nor
geographic restrictions
other than those imposed
by Charter / Constitution.

* Except those restrictions that relate to Prosper Portland as a whole, i.e. to operate within the City of Portland.
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(Boomerang, E-Zone, and new TIF districts),

the report identified spot TIF districts and new
charges for services as potential tools for the
agency. The report also identified a more sys-
tematic pursuit of grant funding and pursuit of
portions of existing or new tax streams as worthy
of exploration.

The updated FSP and Objective 2 work plan also
consider strategic investments of unrestricted
program income that would best serve short-
term and long-term community needs. The
financial model carried forward these ideas:

* New loan products including real estate
acquisition and mezzanine debt

The Council for Development Finance Agencies

(CDFA) was contracted to evaluate the merits of

building capacity to secure grant funding. They

concluded that additional capacity would be an

advisable strategy. Their report (attached as an

* Use of existing lending products outside of
TIF districts

* Direct real estate acquisitions by Prosper

Portland, and

e Strategic investments in existing revenue

generating properties

Following creation of the “Strategic Investment
Fund,” staff anticipates bringing forward a

exhibit to this addendum) describes a path to

tial funding sources, and discussed the merits
of creating a Community Development Finance

series of new investment tools for the board’s

consideration.

Objective 3.
Research and Identify
New Funding Sources
[Changes]

The original FSP anticipated

the pursuit of New Market

Tax Credits and Boomerang

as well as other real estate
project-based partnerships as
potential sources of ongoing or
one-time revenue sources. Based
on lessons learned in the pursuit
of these sources as well as major
shifts in the economic landscape,
DA Davidson and Associates was
hired to revisit best practices for
economic development agen-
cies to determine if there were
significant new areas the agency
should be pursuing. The report
found that while there were a
few areas for additional explora-
tion, for the most part, Prosper
Portland was pursuing the most
relevant and appropriate streams
of revenue. Figure 8 is the sum-
mary graphic from that report.

In addition to reaffirming that
Prosper Portland was pursuing
the most viable income streams

FUNDING RESOURCE OPPORTUNITIES

Scale/Size of Revenue Potential

Stability/Predicatbility

Flexibility and/or Restrictions

FUNDING RESO!

Certainty of Resource Development

ing Provide

ge / Cc

Administrative Characteristics

Nexus to Organizational Mission

Institution (CDFI) within Prosper Portland.

URCE ATTRIBUTES

Existing Model/Administrative Infrastructure

Staff Intensive - Set-up

Staff Intensive - Ongoing Administration

Aligned to Organizational Expertise

Risk Characteristics

Requires Taking Financial Risk

Political/Legislative Feasibility

staffing the function internally and some poten-

Political/Legislative Risk

Prioritize and/or Pursue

Boomerang City General Fund Revenues
Enterprise Zone Revenues*

TIF & Real Estate Based Investments*
Charges for Service*

New Charges for Service

Spot TIF Districts

Grants*

000000 %

Worth Further Exploration
Claim to TLT/VRT

"Modified" Micro-TIF Districts
Utility License Fee Increase
Dedicated Food/Beverage Tax
Dedicated Sales Tax

Business Income Tax

Low Benefit and/or High Risk
Business Improvement Districts
Enhanced Service Districts

Fee-Based Membership/Collaboration
New Market Tax Credits

EB-5 Programs

Expanded Transportation Revenues
Construction Excise Tax

Social Impact Investment Fund
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Impractical

Educational Partnerships

Regionally Significant Industrial Sites
Developer Fees

Special Property Tax Assessments

Philanthropic Giving

* Current Prosper funding resources
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REVENUE EVALUATION RESULTS

Source: ECONorthwest
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Finally, ECONW was contracted to evaluate both
the potential viability and advisability of pursuing
portions of existing or new tax revenue streams.
Their full report is attached as an exhibit, and

the summary graphic is above (Figure 9). The icon
color in each box indicates low (red), medium
(yellow), or high (green) alignment with the
horizontal axis criteria.

Staff recommend that further exploration is mer-
ited related to an increase or reallocation of city
Business License Tax and/or Transient Lodging
Tax while acknowledging the current challenges
businesses face in evaluating the ratio of tax-
to-value proposition. Neither grant revenue nor
alternative tax streams are currently incorporated
in the model but should be explored in the years
ahead.

Objective 4.
Secure Additional Public Funding
[Changes]

The financial model that accompanies the orig-
inal FSP anticipated returning tax increment
(Boomerang), fees from $200 million in New
Market Tax Credit investments and the creation
of two new TIF districts for total new operating
resources of $86 million through 2031 (or $12.5
million per year by 2031). Based on lessons
learned, the timing of actions taken, and addi-
tional financial data, the updated financial model
includes the following assumptions and adjust-
ments resulting in $72 million (or $15 million per
year by 2031). In summary, the delay of new TIF
districts and removal of New Market Tax Credit
fees from the 10-Year Forecast reduce short-
term revenues. However, the revised forecast for
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Boomerang revenue exceeds the original pro-
jection due to the timing of TIF district payoffs,
providing a greater net annual amount of public
resources by 2031.

« Boomerang / Returning TIF: As final TIF
debts are paid off in a district, the property
taxes are redirected back to the respective
taxing authorities. The funds returning to the
City are referred to as “Boomerang” funds
or returning TIF. In the original FSP models,
specific assumptions were made about
returning TIF in a best-case and worst-case
scenario. During the recent reevaluation
of the financial sustainability plan of the
agency, City Council issued a budget note
indicating its intent that going forward it
would allocate 25% of the City’s returning
TIF to Prosper Portland (Figure 10). For this
reason, that assumption is incorporated in
the updated financial model.

* New Market Tax Credits: The revised finan-
cial model does not include revenue from
New Market Tax Credit allocation given three
failed attempts, the high levels of uncertain-
ty for success and the staff-intensive nature
of the application process.

¢ Cannabis Tax Fund Revenue: The updated
FSP model includes ongoing Cannabis Tax
revenue allocated in the FY 2022-23 budget
as an ongoing revenue source. Neither the
model nor the agency’s budget currently
include the anticipated transfer of Civic
Life Cannabis Tax grant funds or associated
costs as staff is currently in the process of
securing additional clarity on both.
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Original vs. Revised Model
(in thousands)
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@ Original (Scenario A) e Revised

Community Opportunities and
Enhancement Program: Since the orig-

inal FSP was adopted, the Community
Opportunities and Enhancement Program
(COEP) was implemented. This program
generates income from a 1% fee on the
hard costs for City of Portland construction
projects. Estimates from this program were
not included in the original model but are
now included as a new source of revenue in
the revised model.

New TIF Districts: The original and revised
models both include new TIF Districts as
an important component of delivering on
community priorities and covering related

operating costs. The original model included

two prospective districts modeled from
an early version of the Cully TIF District.
The revised model includes the updated

New TIF Districts

projections for the Cully TIF District Plan
approved by Council in 2022 plus a second
prospective district that is approximately
the same size implemented later in the
model. The updated model reflects the one
key difference, which is timing. The original
model projected two new districts to begin
collecting tax increment revenues in 2020,
whereas in the revised model (Figure 11), the
first tax increment collections are occurring
in FY 2023-24 for Cully and FY 2025-26 for
a second prospective district. The four-year
delay of the first and six-year delay of the
second equate to $18 million less in oper-
ating funds and $34 million less in capital
funds through 2031,

Original vs. Revised Model
(in thousands)

$5,000
$4,500
$4,000

[ —

$3,500 Original (Scenario A)

$3,000
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Risks and Next Steps

Like the original FSP, this revised plan combines
ongoing public funding and one-time or annual
revenues with more performance-based revenue
streams, such as lending and real estate operat-
ing income, and contemplates the exploration of
expanding the agency’s resource development
capability. This package of funding comes with
known and unknown potential risks, ranging
from economic or policy changes impacting the
City’s General Fund or federal funding programs
to failure to reach lending or project-based reve-
nue targets (timing, volume, repayment, return
rates) or operating income projections due to
economic changes impacting the market, like a
recession.

To date, the agency has continued to strate-
gically fill vacancies while ensuring capacity
needed to deliver on the amended plan and
specifically implementing on the anticipated
lending volume across the Development and
Investment and Economic Development de-
partments. As described above, staff have also
strategically contracted for analyses to help
identify alternative sources of funds that align
directly with the agency’s business lines and
community priorities - from a grant landscape
and tax funding analysis to a third-party review
of TIF districts to share with City Council as part
of the Boomerang discussion.

To manage these risks and secure resources

as outlined in this amended framework and
business plan going forward, agency staff has
identified key near- and long-term implementa-
tion steps, which include:

e Creating New and Revised Loan Programs
and Guidelines. Building on recent efforts to
revise and relaunch Prosper Portland’s small
business working capital loans, staff will
review and revise Prosper Portland commer-
cial property loans and - with more flexible
investment funds - identify opportunities for
new loan programs that serve priority com-
munity needs and equity outcomes, such as
property acquisition or mezzanine products.

« Updating Policies and Procedures. Staff will
revisit agency policies related to acquisition,
disposition, and real property management
and leasing, particularly with an eye on the
potential for longer term property holds
outlined in the amended business model.
Additionally, other policies such as the
budgeting and financial management plans
will be evaluated and updated if needed.
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* Placing and Scaling Strategic Investment
Fund. Staff will continue to identify where
opportunities exist to scale or increase
investment in response to community needs
and market gaps citywide, including through
revenue sources like program income or
increased E-Zone revenues.

¢ Pursuing New Revenue Streams. Staff will
continue discussions using a cocreation
model with community partners and City
Council regarding potential new public
revenue streams - from new TIF district ex-
ploration to assessing the feasibility of new
or reallocated tax revenue streams to larger
moves like pursuing CDFI status or new
state/federal funding on a more consistent
basis. This will include the exploration of a
dedicated resource development function to
expand the agency’s capacity to seek new
state, federal, and philanthropic resources
which could involve structural changes
within the agency.

 Honing Asset Management Strategies.
Using the Board-approved property plans
as a foundation, staff will work with a
consultant to create more detailed asset
management plans for key operating income
properties. These plans will analyze capital
investment needs, operating income and re-
capitalization potential with an eye towards
optimizing real estate operations and cash
flows, including potential capital events. In
parallel, staff will continue to pursue dispo-
sition of remnant properties that are serving
largely open space or infrastructure pur-
poses in partnership with partner bureaus
like Portland Parks & Recreation and the
Portland Bureau of Transportation.

+ Augmenting Financial Management
Systems. To create a system that better
allows for periodic monitoring, adjustment,
and reporting across a broader set of fi-
nancial revenue streams, staff will research
and identify a more dynamic IT system.
The system must also be able to more
efficiently update and integrate financial
modelling across multiple program areas -
from lending to public finance to real estate
operations.

Staff anticipates returning to the Prosper
Portland Board to present those actions that
involve updated guidelines and policies for their
consideration in the calendar year 2024.

n
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ATTACHMENT 1

Prosper Portland Financial Sustainability Plan 2.0 Phase 2 Consultant’'s Report

Prepared by: D.A. Davidson
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DA DAVIDSON
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Prosper Portland
Financial Sustainability Plan 2.0
Phase 2 Consultant’s Report

March 16, 2022
PROSPER
PORTLAND

D.A. Davidson (‘Davidson” or the “Consultant”) is pleased to provide to Prosper Portland (“Prosper’) the final
Phase 2 Report for the project titled Financial Sustainability Plan 2.0: Identifying New Public Resources (the
“Project”). The broad Project goal is to “evaluate the range of potential funding options” and “recommend viable
paths/sources for additional public funding.” Davidson was engaged by Prosper Portland to identify a scope of
work (Phase 1) in October 2021, and to perform an independent review and assessment of funding resource
options (Phase 2) beginning in November 2021. This effort builds upon the “Financial Sustainability Plan 1.0
work previously undertaken by Prosper Portland, and supplements the related Financial Sustainability Plan 2.0
work currently in progress by Prosper staff.

This Phase 2 Report (the “Report”) summarizes Davidson’s research and findings.

Scope and Methodology

Goals and Scope

The primary goal of the Project is to assemble an inventory of potentially viable funding resources, and perform
an independent qualitative assessment of suitability to support Prosper’'s long-term financial sustainability.
Funding resources include opportunities previously identified by Prosper, and new potential resource
opportunities for review and consideration. The intent of this Report is to identify funding sources that can
establish financial stability and growth opportunity for Prosper, while bridging an existing operating revenue gap
that is scheduled to increase to an estimated $15 million to $20 million by Fiscal Year 2025-26 due to the pending
expiration of urban renewal areas and their associated tax increment revenue.

The research and analysis performed for this Report is rooted in our understanding of statutory and City Charter
authority, Prosper Portland’s organizational Mission, Vision and Equity Statement, Prosper's most recent
Strategic Plan, and previously completed (and ongoing) Financial Sustainability Plan work.

The following funding resources or related features have been specifically excluded from the scope of this Project:

e Current City General Fund transfers (including Cannabis Tax revenues). This Report assumes Prosper
will continue to receive combined revenues of approximately $7.5 million annually (escalated) from the
City’s General Fund. These revenues have been applied before calculation of the estimated funding gap
referenced above.

e Debt/borrowing tools. For purposes of this Report, borrowing tools — including use of tax increment bonds
or loan programs offered by the State of Oregon, Federal government, or other agencies — are not
considered a funding resource per se, but rather a financing tool that leverages an annual revenue stream
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to pay debt service over time. This Report assumes that existing urban renewal districts and use of tax
increment financing will continue as currently projected by Prosper.

e Community benefits and equity-specific benefits. While these are critical considerations prior to
proceeding with pursuit of any funding resource, they are not within Davidson’s scope of practice or
expertise. General consideration of community impacts is embedded within the funding resource attribute
analysis (as described in “Funding Resource Attributes” below), however we expect that Prosper will
more diligently apply expertise in assessing theses impacts.

e Expense reduction strategies. Reducing and/or carefully managing expenditures is another important
tool to financial sustainability and/or addressing a resource gap. This Report assumes that Prosper is
already undertaking reasonable expense reduction strategies, to the extent possible without negatively
impacting service delivery.

e Quantification of resource projections. The analysis in this Report considers qualitative review of funding
resources and attributes. While there is general consideration of the potential scale of revenue potential,
specific quantitative financial projections have not been performed.

Methodology

The basic methodology has been to start from a wide lens view and then focus in to funding opportunities that
appear best suited to Prosper’s expertise and organizational objectives. Davidson adhered to the following
general steps for the Project and preparation of this Report:

e Scope development (Phase 1).

e Review of Prosper organizational information, financials and other relevant reports and presentations,
including conversations with Prosper staff to support understanding of operational characteristics and
potential constraints.

e External scan of funding resources utilized by development agencies, including conversations with
industry peers regarding emerging ideas.

e Assembly of funding resource and attribute inventories. Note that an apparent substantial challenge to
funding availability (for example, infeasible legislative authority) was not considered an excluding factor.
If a potential resource immediately appeared to be poorly suited, it remained on the inventory but was
assessed accordingly.

e Performance of an independent assessment, and application into a summary matrix.
¢ I|dentification of observations and recommendations.

e Report production and delivery.

Funding Resource Opportunities

The brief descriptions below are intended to provide a summarized frame of each potential resource, focusing on
the general concept rather than the potentially complex details. Many of these resources have important nuanced
details, which the scope of this engagement does not address and therefore may not be comprehensively
reflected herein. The primary focus of these descriptions — and the assessment thereof — are the characteristics
relevant to its funding element, and may exclude important programmatic or community-related details. However,
the assessment matrix (see page 11) does attempt to consider these potential impacts more generally.
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This resource inventory builds upon funding opportunities previously identified by Prosper. Davidson has also
performed an environmental scan of other public development agencies and funding tools that may be applicable
to Prosper. While some of the funding opportunities below are well understood, others are more conceptual and
may not have an existing framework to build upon. These more conceptual opportunities should be considered
as subject to future due diligence and uncertainty, and are scored in the analysis portion of this Report
accordingly. This list also includes funding resources that Prosper already utilizes, and which Davidson believes
should be continued and potentially expanded upon. Funding resources that Prosper currently collects are
indicated in the list below by an asterisk.

While best efforts have been made to assemble a comprehensive inventory, we acknowledge that additional
funding resources may be accessible beyond those identified here, and new funding concepts or resources are
likely to develop in the future. We have applied our market intelligence and reasonable opinions, however we
have not performed formal legal due diligence; that work, if needed, should be performed by a qualified legal
professional.

“Boomerang” City General Fund Revenues

As existing TIF districts reach termination, the portion of property taxes that has been historically used to repay
TIF bonds will be returned to overlapping taxing districts, including the City. Current projections anticipate that
these revenues will be significant — approximately $26 million annually beginning in FY2024-25 and increasing
above $40 million annually beginning in FY2029-30. The term “boomerang” refers to the concept returning a
portion of those released revenues back to Prosper — in effect, increasing the annual allocation of General Fund
resources provided to Prosper by the City. Because Prosper already receives a General Fund allocation from the
City via the annual budget process, administration of this resource requires almost zero additional effort on the
part of the City or of Prosper.

Enterprise Zone Revenues*

The existing Portland Enterprise Zone (E-Zone) program offers temporary tax exemptions to businesses in
exchange for major capital investment and job creation. As the designated E-Zone manager, Prosper collects
annual payments directly from program participants in exchange for receipt of the E-Zone tax exemption. Over
the past 3 years, the E-Zone program has produced approximately $1.4 million per year in revenue to Prosper
on average, though that amount is projected to wane to under $500,000 annually by Fiscal Year 2023-24.

TIF & Real Estate Based Investments*

With adoption of the 2018 Financial Sustainability Plan, Prosper has invested TIF resources in real estate and
property, or other revenue-generating investment opportunities, guided by TIF district and community identified
priorities (ex. Action Plans). In either case, the investment target is to intentionally guide available dollars/assets
with an expectation of financial returns (either ongoing or one-time) on balance with public benefit returns. Existing
examples include real estate and business loan products; and investments in various income producing assets
such as the Inn at the Convention Center, Lents Commons, and the Station Place Parking Garage. This Report
assumes that Prosper will continue to receive funding from existing TIF districts, and may continue to use the
traditional TIF district tool in the future as appropriate opportunities arise. In addition, based on repayment of
historic loan and real estate investments in TIF based projects, Prosper currently has approximately $65 million
in program income available in fund balance that could be deployed more flexibly and with a focus on financial
sustainability.

Charges for Service*

Prosper combines its technical expertise and community connections to provide services to other City bureaus
for program assistance. Revenue receipts from these activities can be based upon cost reimbursement, charges
for specific expertise, or a combination of both. Examples include COEP administration, grant/subsidy program

3
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administration (i.e. Low-income Utility Discount Program), and intergovernmental contracts for business
development and equitable development advisory services. While Prosper often collects a fee for these services,
it is unclear whether these fees are consistently adequate to fully recover Prosper’s costs of delivering the
services. An internal policy regarding cost recovery guidelines similar to those used by other City bureaus could
help Prosper more clearly identify potential pricing priorities and options.

New Charges for Service

Prosper has subject matter expertise that could be leveraged in a more consistent consultancy role to City
bureaus or other regional service providers. Currently, when in a TIF district, Prosper provides these services for
City projects without any cost recovery. Additionally, Prosper has strong experience partnering with regional
governments including Multnomah County and Metro. In the past, these “no-fee” relationships may have been
reasonable, as Prosper’s input could support accelerated value increases in urban renewal areas, thus indirectly
advancing Prosper’s bottom line financial condition. Examples of Prosper areas of expertise that could be
leveraged in a fee-for-service relationship could include project management, property management, regional
events/activations with community and business partners, strategic commercial tenanting, P3 project
structuring/sponsor/facilitator, or industry-specific program development. An internal policy regarding cost
recovery guidelines could help Prosper identify potential pricing priorities and options.

Spot TIF Districts

Spot TIF districts are used elsewhere in the U.S. and would be an evolution of the legacy Portland tax increment
district concept and the prior/existing Neighborhood Prosperity Network (NPN) concept, but with key differences.
These limited geography districts are focused around specific major development projects with significant
opportunity for property tax growth at minimum displacement risk to facilitate that development in alignment with
City and Prosper priorities. Like traditional tax increment districts, revenues generated via a Spot TIF district could
be spent on a pay-as-you-go basis or used to securitize and repay an up-front financing. There is a limited amount
of opportunity to utilize this tool due to the limited number of major development projects of sufficient scale to
make this tool viable.

Grants*

Prosper currently receives various grants to support specific projects or objectives. Additional grants connected
to Prosper’s mission and organizational scope may exist and Prosper could pursue grants on a more consistent
basis (e.g. Economic Development Administration; Environmental Protection Agency, or other infrastructure
related federal grants), assuming appropriate coordination with partner City bureaus. Grant research and
application can be staff intensive. However Prosper’ prior experience, combined with other experience and
support Citywide, could aid in that effort. Current grants are administered via Prosper’s Finance & Biz Ops team,
but program-specific data and info is gathered by the project manager.

Claim to Existing TLT/VRT

Transient Lodging Taxes (TLT) and Vehicle Rental Taxes (VRT) are collected by Multhomah County and
distributed in accordance with an intergovernmental agreement (the Visitor Facilities Intergovernmental
Agreement or “VFIGA”) between the County, the City of Portland and Metro. Funds collected via the VFIGA are
targeted towards “supporting regional efforts to grow and improve Portland as a tourist destination” including
livability and supportive community services. All revenues collected by Multnomah County under the VFIGA are
currently allocated toward eligible purposes between the County, City and Metro; any increase to or reallocation
of VFIGA revenues would require negotiation and amendment to the VFIGA.

“Modified” Micro-TIF Districts
Like the “Spot TIF Districts” described above, these “micro-TIF” districts would be smaller, geographically focused
tax increment districts, but with a couple of key conceptual differences from traditional urban renewal areas and

4
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the more recent NPNs. These districts would be “modified” via legislative action to be exempt from revenue
sharing with overlapping taxing districts and other potential statutory limitations (though limitations on size, scale
and purpose would need to be developed). Like the NPNs, these small districts would assumedly receive an
exemption from the housing set-aside, to ensure that adequate resources remain available for the limited
development objectives of the district. If creation of this tool were legislatively successful, there would likely
remain a limited amount of opportunity to utilize it broadly.

Utility License Fee Increase

Per Chapter 7.14 of Portland City Code, all utilities operating in the City are required to pay an annual fee equal
to 5% of gross revenues. This utility license fee (ULF) is imposed upon City service providers of cable,
telecommunications, internet providers, energy, water, sewage disposal and the like. ULF revenues are deposited
into the General Fund and allocated via the annual City budget process. It is our understanding that, despite
being generated by utilities (including City water, wastewater and stormwater systems), that these revenues are
not purpose-restricted. In Fiscal Year 2020-21, the City collected approximately $88 million in total ULF. If the
City were to pursue an increase in the ULF, a portion of that incremental increase could be passed along to
Prosper Portland for eligible and related purposes.

Dedicated Food/Beverage Tax

Governments nationwide, including some in Oregon, impose taxes or surcharges on purchases of food and
beverages (with varying limitations) to support governmental operations, particularly related to expenses related
to tourism and livability. Conceptually, a tax on food and beverages could be developed with a dedicated purpose
of supporting eligible Prosper operations (among other potential uses). This type of tax would require community
support and (assumedly) voter authorization, and development of an administrative system for collection.

Dedicated Sales Tax

Taxes or surcharges imposed on sales of various goods are very common nationwide, though rare in Oregon.
Conceptually, a sales tax could be developed with a dedicated purpose of supporting Prosper operations (among
other potential uses). In practice, a tax or surcharge could be applied on an expansive Citywide basis or on a
more limited specific product or location. At minimum, this type of tax or surcharge would require community
support — and would likely require voter authorization if applied on a Citywide basis — and development of an
administrative system for collection.

Business Improvement Districts

Business Improvement Districts (BIDs) — or similar concepts — are a fairly common tool used by development
agencies to incentivize development of regionally bound areas. Typically, a property owner within a designated
BID pays an annual assessment, which includes a fee or service charge that is returned to the BID developer.
The City is familiar with a very similar concept in the form of Local Improvement Districts, utilized via the Portland
Bureau of Transportation and the utility bureaus to facilitate transportation and utility infrastructure projects.
However, City Council (not the Prosper Board) is authorized to form improvement districts, so legislative action
may be required in order to accommodate this resource to Prosper.

Business Income Tax

Currently (as of tax year 2021), certain dedicated local taxes are imposed on a subset of businesses (based upon
total annual gross revenue thresholds) and on individuals (based upon annual income thresholds). Prosper could
pursue an allocation of existing income tax revenues (if aligned with voter authorized purposes) or pursue an
additional business income tax. Given the political and administrative infrastructure that accompanies the existing
taxes, our assumption is that a new tax — modeled on the existing tax structure — would be the more feasible
option. Imposing a new income tax would require voter approval and we note that the existing local income taxes
may be subject to expiration or further adjustment, and could be impacted by future ballot measure activity.

5
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Enhanced Service Districts

Enhanced Service Districts (ESDs) are another tool that could be used to support specific development-related
activity within a defined area. A similar concept would be a more expansive dedicated-purpose business license
fee that builds on the existing Citywide business license fee structure. The City currently has three active ESDs
— Central Eastside, Clean & Safe, and Lloyd — where ESD revenues are used to support livability activities
including transportation support, development-related activities and enhanced trash and graffiti abatement. In the
current City structure, property owners within the ESD pay a license fee to an authorized non-profit that provides
the approved services. ESDs are subject to City Code requirements (Chapter 6.06), including approval by City
Council and a potential termination date.

Fee-Based Membership/Collaboration Programs

Given Prosper’'s deep community and industry connections, Prosper occasionally acts as a convener of
organizations. Prosper could leverage this expertise to implement fee-based membership programs to provide
participants access to certain information, organized activities or collaborative opportunities.

New Market Tax Credits

The New Market Tax Credit (NMTC) program of the US Treasury aims to assist economically distressed
communities by providing a Federal tax credit to investors in certain business investments in those communities.
As a qualified Community Development Entity (via Portland Community Investment Fund), Prosper could serve
as an intermediary to make rate-competitive, flexible loans to qualified investors/projects. NMTC management
can be a heavy administrative burden. There are four CDEs actively and successfully operating in Oregon since
2003. Qualification and operation as a Community Development Financial Institution (CDFI) would also allow
access to NMTC allocation — as well as additional potential Federal match funding resources and community
lending tools — but is likely a much higher bar for implementation and a heavier lift to successfully manage given
the number of CDFI organizations currently in operation.

EB-5 Programs
EB-5 is a federal program that matches eligible employers to potential qualified immigrants to the U.S. These

individuals in turn, receive employment visas. With approval as a Regional Center, Prosper could serve in a
promotion role for EB-5 projects and participations, and receive funding to do so. However, EB-5 programs are
meaningfully suited as a development tool rather than a substantial funding resource. It is our understanding that
federal statutory authorization for the EB-5 Regional Center program expired in June 2021 and it is not clear that
the program will be reinstated in the future.

Expanded Transportation Revenues

Prosper will likely continue to play a role in development of transportation strategies, and could therefore have a
vested interest to the extent these revenues have a nexus to the region’s economic growth (e.g. freight usage;
workforce patterns and/or access to development opportunities). As the Portland region explores future
transportation needs, it is possible that future revenue streams could develop in the future, such as tolls,
alternative fueling services or congestion pricing. As a facilitator of regional equitable development, However,
future transportation infrastructure projects, the development of any associated fee structures, and the allocation
of any such fees are all extremely uncertain and would entail navigating complex relationships between the State
of Oregon, Multnomah County, Metro, the Portland Bureau of Transportation and other regional participants.

Construction Excise Tax

A construction excise tax (CET) could be imposed upon a to-be-defined subset of development with the intent of
off-setting the impacts of structural gentrification and inequity and in a manner that complements rather than
competes with the affordable housing CET administered by the Portland Housing Bureau. Proceeds of this tax

6
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could be passed to Prosper Portland to expend on eligible projects that are aligned with Prosper’s organizational
mission and skill set. This concept would require significant legislative due diligence and would need to consider
overlapping impacts with the current local school CET and the existing CET to support affordable housing.

Social Impact Investment Fund

With additional subject-matter experts and resources, Prosper could act as manager (or partner with a financial
services firm) to identify investment opportunities that achieve outcomes aligned with priorities of social impact
fund investors. While the ultimate goal would be to achieve equity-enhancing outcomes, resources could be
derived from a management fee and/or a share of financial returns with fund investors.

Educational Partnerships

Prosper could seek opportunities to participate in joint educational or research projects that share receive a
portion of funding from the educational entity leading the effort (for example Oregon Health Sciences University
or Portland State University). However, this funding source is not likely to be directly profit-generating; in other
words, the costs of participating in the partnership project could offset any new funding resources.

Regionally Significant Industrial Sites Program

Prosper has previously been delegated by Portland City Council as the formal applicant to the State’s Regionally
Significant Industrial Sites (RSIS) program on behalf of the City of Portland. This program provides state income
tax reimbursement for eligible industrial site development activities; Prosper could potentially include a portion of
Prosper-incurred planning and development costs for RSIS coverage. However, program standards vis-a-vis job
creation, site eligibility and expenditure limitations suggest limited local applicability given Portland’s regional
economic dynamics.

Developer Fees (SDCs)

System Development Charges (SDCs) are imposed on development activities (typically at the time of permitting)
to help pay for the infrastructure needed to support the development. SDCs are currently used by City
infrastructure bureaus to fund transportation and utility needs. SDCs can be imposed on a citywide basis, or
restricted to a defined “overlay” region. Per ORS Chapter 223, resources collected from an SDC are statutorily
required to be spent on water, wastewater, drainage, transportation and/or parks and recreation purposes. As
such, Prosper would be very limited in how such revenues could be spent on eligible projects within Prosper’s
scope of services.

Special Property Tax Assessments

This tool used by some development agencies outside of Oregon adds a direct, special property tax assessment
(levy) onto a property owner’s tax bill to support development-related purposes. Given Oregon’s unique property
tax system and Measure 5/50 limitations on total property tax rates in Oregon, this is not likely to be a feasible
source of funding for Prosper.

Philanthropic Giving

Prosper could invest administrative resources in development and promotion of an ongoing philanthropic giving
program, seeking donations from private entities seeking alignment with Prosper mission and outcomes. This
activity would be akin to standard not-for-profit fundraising efforts, and may directly compete with other community
not-profits already aligned with Prosper’s mission and objectives.
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Funding Resource Attributes

Davidson has worked with Prosper staff to identify a range of general attributes that we believe are important to
assessing the viability of each particular funding resource. The brief descriptions below briefly summarize each
attribute, and the general characteristics that have been used to determine whether each attribute indicates
favorability to Prosper or not. Attributes have been sorted into three general categories:

e Funding Characteristics — the general qualities of the funding resource itself.

e Administrative Characteristics — the administrative impacts or requirements of the receiving and
utilizing the funding resource.

e Risk Characteristics — other considerations that Prosper should consider relating to financial, legislative
or political risks.

We have subsequently applied our independent judgement to assign a qualitative indicator to each of the
attributes in relation to each potential funding source. A green marker indicates the resource appears to trend
favorably to Prosper (green). A yellow marker indicates trending away from favorability and/or that some
concerns may exist. A red marker will indicate that we believe one or more significant challenges exists. Results
of the assessment are included in the section titled “Analysis” below.

Funding Characteristics

Scale/Size of Revenue Potential

This attribute provides a comparison of anticipated/likely resources relative to the estimated $15 million to $20
million projected gap in operating funds. Alternately, a funding source could be available on a one-time or
intermittent basis, yet be of significant relative size. In general, resources reasonably anticipated above $10
million annually will be indicated in green, with resources less than $1 million annually indicated in red.

Stability/Predictability
This attribute considers whether the funding resource would likely provide a consistent and reliable annual
revenue stream, or whether it could be subject to variability of receipt — either in size or frequency.

Flexibility and/or Restrictions

Some funding resources will offer Prosper latitude to expend the resources on any legal purposes that Prosper
prioritizes. Other resources may have general limitations or very specific restrictions. This attribute considers
whether a funding source might be available for fungible purposes or whether limitations exist. Examples of
limitations may include legal restrictions, program-specific requirements or geographical applicability.

Certainty of Resource Development

Resources may have limitations or conditions that prevent the funding from becoming available to Prosper.
Examples may include necessary legislative action, legal uncertainty or significant political risks. This attribute
also considers whether there may be significant actions or costs that need to be accommodated in order to
receive a particular funding resource. Not surprisingly, most of the resources on this list not currently utilized by
Prosper receive a red marker as being subject to significant uncertainty.

Competitive Advantage and/or Existing Competing Provider

A potential funding resource may have limited competition for its receipt. If true, Prosper may further have a
competitive advantage to accessing or efficiently utilizing the resource. Conversely, other resources may have
other organizations that already receive or compete for them. For this attribute, information may be unavailable,
incomplete or inapplicable as noted with an indicator of “N/A”.
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Administrative Characteristics

Nexus to Organizational Mission

Prosper’s stated mission is “to create economic growth and opportunity for Portland” and key elements of
Prosper’s vision include job creation and economic prosperity for all Portland communities. This attribute
considers whether a potential funding resource opportunity generally aligns with Prosper’s general mission and
vision. Alternately, a resource may receive a red marker if, in our assessment, that resource may create a
potential conflict with this mission and vision.

Existing Model and/or Administrative Infrastructure

This attribute considers whether a funding resource can be acquired and managed using the existing staff skillset,
organizational structure, and/or administrative infrastructure. Similarly, it considers whether ongoing
management and administration could be potentially similar to something that already exists in Prosper’s (or the
City’s) current funding portfolio or administrative processes.

Staff Intensive - Set-up

If receiving funds (including applying for, requesting, or negotiation) is expected to be reasonably able to be
accommodated at existing staffing levels, this attribute will be scored using a green marker. This attribute would
be scored with a red marker if there are likely unique or significant hurdles that would need to be cleared — such
as financial infrastructure, administrative processes, legal issues or community engagement expectations.

Staff Intensive — Ongoing Administration

This attribute considers whether existing staffing levels can easily accommodate the anticipated processes for
ongoing administration of funds (i.e. for accounting, compliance, expenditure distribution, etc.), including whether
there are any unique legal or budgetary hurdles that staff will need to clear.

Aligned to Organizational Expertise

This attribute considers the potential nexus with existing Prosper Portland knowledge, skills and abilities including
entrepreneurship and small business development; traded sector industry; community economic development;
commercial land acquisition/disposition/development; real estate and business lending; grant program
administration; and commercial property management.

Risk Characteristics

Requires Taking Financial Risk

This attribute looks at whether the acquisition of new funding resources requires investment of Prosper dollars
that put those dollars at potential risk of material loss. For this attribute a green marker indicates there is no direct
risk; a red marker indicates potentially significant financial risk.

Political/Legislative Feasibility

This attribute considers whether Prosper is legally eligible under existing Oregon law and City Charter/policy to
receive the funding, and to expend it on eligible purposes in conformance with any funding restrictions. A green
marker indicates that the funding resources is clearly feasible, with no or only minimal anticipated adjustments
required. A red marker indicates an expected need to actively pursue legislative action to create legal feasibility,
or significant political negotiation. Note this is D.A. Davidson’s professional suggestion only, and does not reflect
a legal recommendation or opinion.

Political/Legislative Risk
Pursuit, collection or use of some funding resources may create or enhance political risks that might negatively
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impact achievement of Prosper’s mission more broadly. Similarly, if legislative activity is needed, we considered
whether that action might negatively impact other Prosper objectives. This attribute considers whether there may
be significant local or regional political aversion to a proposed funding source or the collection/use thereof by
Prosper, if reasonably known.

Impact on Other City/Community Resources

This attribute looks at whether other local governments (including the City) or community organizations currently
utilize the funding resource, and whether pursuit/collection/use of this funding would negatively impact availability
of that resource to current funding recipients. A green marker indicates that there would be a positive (or neutral)
impact on other resources; in other words, the funding would not take away from a competing use of that funding.
A red marker indicates that Prosper’s receipt of the funding resource would directly take that funding away from
another current City or community use.

Analysis

Each of the potential funding resource opportunities described above have been scored with green, yellow or red
markers against each attribute, as indicated on the following page. Each indicator is an assessment of that
specific resource’s suitability to Prosper in relation to an individual attribute. Any individual indicator does not
suggest a conclusion based upon that mark alone, but should be considered in the context of all other attributes
and in relation to other potential funding sources. For example, a single red marker does not indicate a conclusion
of unsuitability; however, a preponderance of red and yellow markers would suggest poor suitability. A high
amount of green markers would suggest high suitability and a funding resource that Prosper should prioritize.
Similarly, one or two green indicators may exist for a specific attribute, but the overall attributes may suggest
cautionary assessment or sub-optimal suitability.

Based upon this analysis, the resources have then been grouped into four general categories, as described
further in the section titled “Observations and Recommendations.”

e Funding to Prioritize and/or Pursue

e Funding Resources Worth Further Exploration

e Low Benefit and/or High Risk Funding Sources

e |mpractical Funding Resources

10
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Observations and Recommendations

The following observations reflect a synthesized assessment of each attribute in relation to the others. Categories
are provided for ease of understanding, but should not be considered exclusively linear — in other words, a small
change to a funding detail could functionally alter the observable benefits or risks and suggest placement in a
more suitable or less favorable category.

Funding to Prioritize and/or Pursue

All of the funding options in this category are resources that Prosper currently prioritizes and/or that could be
fairly easily expanded or implemented. Working with the City to allocate a significant portion of Boomerang
Revenues from the General Fund to Prosper on an annual ongoing basis is the most favorable option to ensure
Prosper can reliably achieve its mission and organizational objectives for the foreseeable future. Without this
funding, maintaining financial viability will be a considerable challenge and Prosper’s continued operation will be
at significant risk.

Prosper should continue to maximize remaining TIF and prioritize use of existing program resources in investment
opportunities that provide future financial returns. Efforts such as Enterprise Zones and current charges for
services should be continued. Charges for services is an area that Prosper could potentially expand upon to
ensure fair value is received for the expert services provided — an effort that could be aided by development of a
formal cost recovery policy that sets cost expectations, targets, limits and standards. Additionally, Prosper may
choose to expand research of and application for grant funding; however expanding this effort may require an
increase in staffing to accommodate the additional work. Lastly, development of Spot TIF Districts has favorable
potential to provide a low-risk funding resource that is closely aligned with Prosper’s mission and expertise.

Funding Resources Worth Further Exploration

This category identifies a handful of funding opportunities that have reasonably strong stability and/or scale, but
that pose significant political/legislative questions or challenges that would need to be addressed. Because of
these risks, there is viable justification for choosing to not pursue any or all of these options further. However,
development of one or more of these resources could offer Prosper with significant financial stability and flexibility,
and potentially reduce dependence on the City’'s General Fund or other resources. It will be incumbent upon
Prosper Portland to determine whether the funding need and potential for success outweigh the risks and effort
to develop these resources.

Low Benefit and/or High Risk Funding Sources

Funding resources in this category are generally summarized as having significant uncertainty, combined with
limited financial potential. This category includes sources that may superficially appear to be well-suited, but
functionally may be less so due to complicating factors. Two examples of this are New Market tax Credits and an
EB-5 program. While the nexus to Prosper’s organizational mission is strong, and implementation could be
completed with relative ease, these programs both have uncertain stability and applicability, could be staff
intensive, and currently have successful regional providers with whom Prosper would be competing for allocation
of limited resources.

A somewhat unique potential resource is this category is development of a Social Impact Investment Fund. While
development of such a resource would entail assuming financial risk and would require a significant effort by
Prosper — including likely partnership with a financial services provider — this resource could have potential for
considerable revenue generation without squeezing other City or regional local government revenues. While the
challenges are substantial, Prosper may want to continue to monitor investment fund opportunities and review
this potential opportunity after long-term financial sustainability has been comfortably achieved.
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Impractical Funding Resources

This final category of funding resource includes the opportunities that appear to be impractical due to a
combination of very high uncertainty, high risk, a heavy administrative burden, high competition for limited
resources and/or potential misalignment with Prosper’s mission. It is possible that flavors of these resources
could develop on a limited or opportunistic basis — for example, educational partnerships or philanthropic giving
opportunities that arise organically during the standard course of Prosper’s business. These resources are
assessed to be among the lowest priorities when considering new funding opportunities.

Conclusion

While not a direct funding source in and of itself, Prosper’s efforts that increase business development, property
values or wealth generation for Portlanders has the effect of increasing revenues to the City and to other
government agencies in the region. Continuing those efforts will have a beneficial impact on the total pool of
funding available to local government agencies region-wide, including Prosper. In order to achieve those shared
benefits, additional funding resources will need to be identified and developed. However, there is no magic button
that will ensure Prosper’s long-term financial viability without compromise. Returning benefit to Prosper via
Boomerang Revenues from the General Fund would have a stabilizing long-term impact, especially when
combined with other existing and new potential resources, and would allow Prosper to continue to cultivate
additional funding opportunities that could supplement this General Fund resource relationship.

In summary, our primary takeaways from this Project are as follows:

1. Prosper should continue to prioritize current funding sources, including General Fund contributions,
investment of TIF resources, enterprise zone administration, charges for services and grant funding. Our
analysis indicates that Prosper has successfully identified the majority of reasonably available funding
sources. Resources that are sometimes used by other development agencies do not appear to be an
optimal fit for Prosper given current legislative restrictions, local competition for those scarce resources
and/or highly specialized administrative requirements.

2. Opportunities exist to generate new funding to supplement the current Prosper funding mix, including
more consistent application of charges for service and creation of Spot Districts, among others that may
be more challenging to implement.

3. Securing a reasonable allocation of Boomerang General Fund Revenues will ensure that Prosper
remains on a sustainable financial path, and will provide Prosper with an opportunity to further develop
supplemental funding.

4. Funding opportunities worth further exploration do exist, but are likely to take time to assess, develop
and implement. Prosper should weigh the legislative, political and administrative barriers associated with
these potential revenue resources against the potential quantifiable benefits those resources could
provide.

The goal of this research, analysis and Report was to identify priority resources that can help ensure a financially
sustainable future for Prosper Portland. We acknowledge and expect that Prosper staff will apply due
consideration to how collection of any of these recommended funding sources might impact distinct categories
of Portlanders across various income levels, geographic location and socioeconomic status.

As noted in prior agency and revenue planning efforts, no single funding resource is likely to fill the anticipated
gap and support long-term resource stability and opportunity for growth. In addition to maintaining funding
strategies currently employed by Prosper (including existing use of tax increment financing), it will take a mix of
reasonably reliable revenue streams to support future financial sustainability for Prosper over the long term. We
anticipate that Prosper Portland will benefit from remaining nimble to adapt to changing political dynamics,
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economic realities and evolving revenue sources in the future. This nimble financial strategy should include
maintaining the ability to reprioritize the funding mix and administrative capacity to focus on the highest value
sources at any given time. Further, it will be important to commit to ongoing environmental scans for new revenue
opportunities.

We thank Prosper Portland staff for their assistance with essential due diligence and development of this Report.
We look forward to continuing to provide support, upon request, as Prosper evaluates the information presented
herein.

Respectfully submitted,

D.A. DAVIDSON & CO.

B Sonms ?7\%\17 %f @Q/\

Jonas Biery Matt Donahue
Vice President Managing Director
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Prosper Portland is seeking options for a dedicated stream of City of Portland revenue to
provide stable funding and promote Prosper’s mission “to create economic growth and

opportunity” for the City.! This stream would fully or partially replace expiring TIF revenues of

about $17 million per year. ECONorthwest evaluated five revenue options for considerations

related to adequacy (primarily solving for the ability to generate roughly $17 million without an

inordinate rate increase), stability, equity, implementation, neutrality, and nexus to Prosper’s
mission. Exhibit 1 below shows the key used to summarize this evaluation (see Exhibit 2).

Exhibit 1. Revenue Evaluation Key
Source: ECONorthwest

KEY

HIGH
RATING

Better

MEDIUM
RATING
Mixed/
Neutral

LOWER
RATING

Worse

Adequacy

Stability

CAKL

Equity

Large amount of
revenue generated
with relatively small

rate change

Stable: Steady
revenues with trend of
annual growth

P

Likely improve equity;
relatively easy to
implement equitably

Easy to implement
(progress underway),
resources, info, and
public buy-in feasible

Positive impacts on
behavior, or neutral

OOD

Closely aligned with
Prosper Portland's
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Uncertain due to
pandemic impacts or
highly dependent on

structure

Moderately unstable:
somewhat volatile or
projected to decline

@

Paotential for equity
concerns but City can
mitigate inequitable
outcome

Requires effort to
implement but City has
needed info or
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%

Potential to impact
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Q0

Does not have a strong
nexus with Prosper
Portland’s mission

Large rate increase
necessary to generate
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Highly unstable:
dependent on
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or social distancing

@

Significant concerns
result in less equity than
baseline; concerns
difficult to overcome

Requires significant
effort, analysis, or cost to
implement & possibly a

public campaign

Likely to lead to
unwanted behavior
changes

©)

Conflicts with Prosper
Portland’s mission

The revenue options include a combination of new revenue sources and increases to existing

taxes or fees:

e City Business License Tax (BLT) (increase to existing tax)
e Utility License Fee (ULF) (increase to existing fee)

e Dedicated food and beverage tax (F&B) (new tax)

e Vehicle rental tax (VRT) (new tax)
e Transient Lodging Tax (TLT) (increase to existing tax)

Below is a snapshot of ratings for these options, followed by summarized findings. Options

were not rated overall given the various competing considerations.

1 Prosper Portland website, accessed August 19, 2022. https://prosperportland.us/about-us/

ECONorthwest
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Exhibit 2. Revenue Evaluation Results
Source: ECONorthwest

City Business

License Tax

Utility License
Fee

Food and
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Vehicle Rental
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Transient
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Adequacy
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Stability
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Business license tax (current
City rate 2.6%)

+ A 0.25-percent surtax levied on business income and
dedicated to Prosper could yield $17 million annually.

- BLT revenues fluctuate with economic conditions, meaning
this source of funding may not be stable. A business surtax
may conflict with Prosper’s goal of job creation, especially
since the City has imposed other business surtaxes in recent
years.

City rate 5%)

Utility license fee (current

+ A 1-percent increase in ULF rate would yield $17 million a
year. Revenues are stable and show steady growth.

- Because utilities are a necessary expense and residential fees
are paid directly by households, there could be
disproportionate impacts to lower-income residents. Prosper
could consider working with the City to expand fee-relief
opportunities.

16%)

Transient lodging tax
(current City rate 6%;
current combined rate of

- A 1-percent transient lodging tax would yield around $2
million per year.

- TLT revenue fluctuates with economic conditions, declined
dramatically during the pandemic, and has not yet recovered
to pre-pandemic levels.

+ Because the TLT primarily targets tourists and visitors, it

while protecting residents from direct impacts of the tax
increase.

aligns with Prosper’s goals to promote the City as a destination

ECONorthwest
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Motor vehicle rental tax
(current total County rate of
17 percent)

+ A 3-percent City rate could yield about $4 million a year,
assuming that 80 percent of Multnomah County car rentals
occur in Portland and minimal shifting of rental origination
out of the City.

+ To the extent that the MVRT primarily affects tourists and
visitors, this tax could align with Prosper’s goals to promote
the City as a destination while shielding residents from the tax
increase.

- MVRT revenues fluctuate with economic conditions,
declining dramatically during the pandemic, and future
growth may be dampened by the continued growth of ride-
sharing.

- Some vehicle rental transactions could move outside of the
City to avoid the higher tax rate.

Food and beverage tax (no
current City tax)

+ A 1-percent F&B tax could yield $17 million, based on
estimates derived from the City of Ashland’s prepared food
and beverage tax revenues per capita.

- Revenues are uncertain and likely to be volatile in the near-
term. Restaurant sales have not recovered to pre-pandemic
levels, and the current economic environment (tight labor
market, strong inflation) may further slow recovery.

- This tax could be burdensome for low-income populations;
research has shown SNAP participants are less likely to dine
out in areas with higher taxes on prepared food.

- This tax may cause restaurants to close or relocate out of the
City of Portland.

ECONorthwest
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2. Introduction

Prosper Portland is currently exploring options for a dedicated source of City revenues to
replace expiring Tax Increment Financing (TIF) revenues. Prosper engaged ECONorthwest to
evaluate several options currently under consideration. These options include a combination of
new revenue sources and increases to existing taxes or fees:

e City Business License Tax (BLT) (increase to existing tax)
e Utility License Fee (ULF) (increase to existing fee)

e Dedicated food and beverage tax (F&B) (new tax)

e Vehicle rental tax (VRT) (new tax)

e Transient Lodging Tax (TLT) (increase to existing tax)

The three existing taxes range from about one percent (TLT) to 21 percent (BLT) of the City’s
General Fund (see Exhibit 1). Increasing or dedicating one of these would therefore have very
different proportionate effects on revenue collections and distributions across the three taxes.

Exhibit 3. General Fund Revenue Breakdown
Source: City of Portland

Property Taxes [T $446.0 (52%)
Business License Taxes $178.5 (21%)

Utility License Fees [ $87.8 (10%)

Transient Lodging Taxes | $4.4 (1%)

General Fund Revenue Source

Other $148.6 (17%)

SO $100 $200 $300 $400 $500
Revenue (millions)

Prosper seeks to understand the likely magnitude of additional revenue that would be derived
from each source and has additionally asked for a summary of the extent to which other, similar
jurisdictions rely on these taxes and fees, and important characteristics of each source. This
analysis evaluates each potential source along dimensions of adequacy (primarily solving for
ability to generate roughly $17 million generated by the expiring TIF without an inordinate rate
increase); stability; ease of implementation and administration; equity (vertical, horizontal, and
other definitions of fairness); and use of proceeds (generally evaluating for nexus with Prosper
Portland’s mission). The revenue evaluation key is shown below in Exhibit 4.

ECONorthwest 1
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Source: ECONorthwest
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®

Portland’s mission

&

Evaluation of Revenue Options

City Business License Tax

The Portland Business License Tax is a 2.6-percent tax on net income earned within the City of
Portland, with a minimum annual tax of $100.2 Exemptions are provided for businesses
grossing less than $50,000 per year and various other reasons.? Deductions are allowed for
owner’s compensation up to $125,000. Certain businesses are also subject to various surcharges,
notably businesses that have at least $500,000 in Portland gross income and $1 billion in total
gross income, which are subject to the clean energy surcharge of 1 percent (implemented for tax
years beginning on or after January 1, 2019), and publicly traded companies subject to the US
Securities and Exchange Commission pay ratio reporting requirements, which pay a surtax if
the CEO-to-median-worker compensation ratio is greater than 100:1. If this ratio is greater than
100:1 but less than 250:1, the surtax is 10 percent. If this ratio is greater than or equal to 250:1,
this surtax is 25 percent (implemented for tax years beginning on or after January 1, 2017).>

2 City of Portland. https://www.portlandoregon.gov/revenue/article/395552

3 Various other exemptions apply, such as for businesses who are regulated solely by the State Insurance Board,
agricultural businesses, temporary display booths, and real estate brokers. “Business Tax Filing and Payment
Information” Portland.gov, www.portland.gov/revenue/business-tax.

4 Portland City Code 7.02.600 Section A. Sole proprietorships, partnerships, and corporations are also authorized to
take a deduction of up to 75 percent of income, not to exceed $125,000 (Sections B through D.)

5 “Business Tax Filing and Payment Information.” Portland.gov, www.portland.gov/revenue/business-tax#toc-
overview-of-the-business-taxes. Accessed 22 July 2022.

ECONorthwest
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Current Revenue

Business License Tax revenues have more than doubled over the last 10 years, from $72.9
million in 2012 to $178.5 million in 2021. (See Exhibit 1.) Over this period, growth in revenues
has averaged fourteen percent per year but covered a period that includes a rate increase from
2.2 percent to 2.6 percent for tax years beginning on or after January 1, 2018.¢ Business license
taxes comprised 21 percent of the General Fund revenues in Fiscal Year (FY) 2020-21.

Exhibit 5. Business License Tax Net Revenue, FY 2012-2021

Source: City of Portland. Note that the business license tax rate was increased from 2.2 percent to 2.6 percent for tax years
beginning on or after January 1, 2018, which would affect taxpayers at different times between 2018 and 2019.
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Revenues from business license taxes are deposited into the General Fund, with few restrictions
on how revenues may be allocated.” ECONorthwest did not identify permanent earmarks of
business license taxes within the General Fund. (See Exhibit 6 for the FY 2020 allocation of $172

6 “Annual Financial Reports | the City of Portland, Oregon” Wuww.portlandoregon.gov,
www.portlandoregon.gov/omf/26053. Accessed 29 June 2022.

7 Oregon Revised Statute does not appear to limit rates or otherwise restrict local business license taxes. “Business
license tax” is defined as “any fee paid by a person to a city or county for any form of license that is required by the
city or county in order to conduct business in that city or county” in ORS 701.015 (6)(a). There are no other specific
mentions of business license taxes in ORS 314 (net income tax), ORS 305 (administration of tax laws), ORS 221
(organization and government of cities).

“An Introduction to City Finances | Learn about the City’s budget Process | the City of Portland, Oregon”
Wuww.portlandoregon.gov, www.portlandoregon.gov/cbo/article/18178. Accessed 29 June 2022.
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million).® In 2021, Prosper Portland received a one-time share of 0.94 percent of revenues, which

yielded an estimated $1.6 million in funding.

Exhibit 6. Allocation of City of Portland Business License Revenue, FY 2020 Adopted Budget

Use Percent of Funding $ Millions
Portland Police Bureau 31 percent $53.3
Portland Fire & Rescue 18 percent $31.0
Portland Parks & Recreation 13 percent $22.4
Office of Management & Finance 8 percent $13.3
Portland Housing Bureau 5 percent $8.7
Transfers to Other Funds 4 percent $6.7
Contingency 3 percent $4.9
Emergency Communication Fund 2 percent $3.8
Transportation Operating Fund 2 percent $3.3
Prosper Portland 1 percent $1.6
All Other Uses 13 percent $23.1

Business License Tax Scenarios

Prosper Portland could pursue an ongoing allocation of existing business license tax reven
or an additional business license tax (“surcharge”). Below are three hypothetical, scalable
scenarios for consideration. Scenarios are scaled based on 2020 and 2021 revenues.

Exhibit 7. Business License Tax Scenarios
2020 Revenues 2021 Revenues
($ millions) ($ millions)

Baseline: current revenues at 2.6 percent Rate $172.0 $178.5

Scenario 1: Permanent allocation of existing
revenues (rate of 0.026 percent, which is an $1.7 $1.8
allocation of ~1 percent of revenues)

Sce_narlo 2: Surcharge of 0.25 percent on all $16.5 $17.2
businesses
Scenario 3: Targeted surcharge depends on rate and base

ues

= Scenario 1 is a permanent allocation of existing revenues. (A 1-percent allocation is
shown above, for context. In 2021, Prosper Portland received a 0.94-percent allocation of

the Business License Tax, or roughly $1.7 million in 2020.) Legal analysis could
determine whether a permanent earmark of existing revenue would require voter
approval or could occur through a revision to City Code. This scenario is generally

8 “About the Revenue Division” Portland.gov, www.portland.gov/revenue/about. Accessed 29 June 2022.

not

ECONorthwest
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recommended due to the lack of precedent and the fact that it would compete with other
uses.

= Scenario 2 is a surcharge levied on net business income of all businesses subject to
regular business license taxes. A 0.25-percent surcharge would have yielded $16.5 - $17.2
million in 2020 and 2021. This scenario likely faces the largest hurdle to implement due
to the requirement for a ballot measure and the lack of precedent (there are currently no
across-the-board surcharges).

= Scenario 3 is a targeted surcharge levied on the business income of a subset of
businesses. This surcharge could be applied to particular sectors or stratified based on
gross income, payroll, FTE count, or another metric. This approach would be similar in
application to the clean energy surcharge and the payroll ratio surcharge, though more
analysis is needed to identify the businesses to target to ensure that it is equitable and
aligns with Prosper Portland’s goals and mission. However, the targeted nature could
become an advantage, as it could allow Prosper to specify what businesses would be
affected (and which would not be) and allow for further analysis to ensure the surcharge
is equitable.

Findings from our analysis are below.

Adequacy. A 0.25- Scenario 2 above (a 0.25-percent surcharge levied on all
percent surcharge would businesses, equivalent to an increase in the BLT of

yield adequate TIF approximately 10 percent) has the potential to raise sufficient
replacement revenue of revenue to replace Prosper’s TIF revenues. Scenario 1
roughly $17 million (allocation of existing revenue) would not raise substantial
annually. revenue and scaling the allocation up would increasingly

crowd out other uses of existing BLT revenue. Scenario 3
(targeted surcharge) could raise substantial revenue
depending on the structure and rate.

Stability. Business income Business license fee revenues have been steadily increasing
tax revenues are subject  OVer the past 5 years, from $117.9 million in 2017 to $178.5
to significant volatility million in 2021, a $60.6 million (or a 50 percent) increase in
due to their correlation revenue (rates increased almost 20 percent during this
with economic conditions, period). Revenues have grown an average of 7.7 percent
though they have grown annually from 1990 through 2021 but are highly sensitive to
rapidly on average over changes in economic conditions.’

the past decade.

@ @ Exhibit 8 illustrates the volatility of this revenue source,

specifically the periods of 2001-2003 (when revenues fell by 12

° The standard deviation is 10.5 percent, meaning most observations fell within -2.8 percent and 18.2 percent annual
growth.

ECONorthwest 5
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Ease of Implementation.
A new tax will require
voter approval and likely
substantial
communication effort.

Equity. Further analysis is
needed to identify
impacts to particular
types of businesses.
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percent in 2002 and 14 percent in 2003) and 2008 through 2010
(when revenues fell by 10 percent and 13 percent in 2009 and
2010 respectively), corresponding to recessions during the
same periods.

Portland has previously utilized business license tax
surcharges, but ECONorthwest has not found any example of
a permanent earmark of existing business license tax revenues
(or of any General Fund revenues). A permanent earmark
would likely not require voter approval, even if the revenue
were to be diverted to a new fund, although legal analysis or
engagement with the City attorney is advised.

A surtax would require voter approval. Surcharges were
imposed from 2002 through 2005 with proceeds dedicated to
supplementing state K-12 funding for districts within the City
of Portland.’ The Clean Energy Surcharge required a lengthy
community building and grass-roots process.!! Both an across-
the-board surcharge and a targeted surcharge will likely
require a substantial communication effort both to get a
surcharge on the ballot and then approved by voters. Further
analysis is needed to consider which businesses would be
subject to a Prosper-specific surcharge.

Scenario 1 may have equity impacts as it would squeeze
resources currently utilized by other programs and
departments, particularly if scaled up to cover a greater share
of Prosper’s current budget.

Scenario 2, an across-the-board surcharge, is horizontally fair
in the sense that it applies to all businesses (except for those
exempted from the current tax). Analysis of business income,
business tax revenue, number of licenses, and number of
employees--by sector, over time--would be the best way to

10 “Chapter 7.02 Business License Law” Portland.gov, www.portland.gov/code/7/02. Accessed 29 June 2022.

11 The measured passed on November 6, 2018, under Ballot Measure 26-201. According to an interview Khanh Pham,
a founding leader and spokesperson for the Portland Clean Energy Fund (PCEF), PCEF originated through a
coalition of six organizations, including the Coalition of Communities of Color (CCC), APANO, NAYA, Verde, 350
PDX, and the NAACP Portland Chapter. With their support, they ran a grassroots campaign to build a strong
majority of support for PCEF, building connections and creating a movement with a bunch of different sectors: labor,
small businesses, environmental organizations, and BIPOC lead organizations. After establishing a broad base of
support, they got the surcharge on the ballot, and it was approved through a voter majority. (Juarez, Zully, and
Khanh Pham. “Portland Clean Energy Fund: From Campaign to Implementation an Interview with Khanh Pham -
Just Solutions Collective.” Www justsolutionscollective.org, www justsolutionscollective.org/blog-posts/portland-
clean-energy-fund-from-campaign-to-implementation-an-interview-with-khanh-pham. Accessed 29 June 2022.)
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determine historical impacts of previous surcharges. Prosper
Portland could also consider working with City staff to
identify temporary exemptions for certain sectors struggling
with current economic conditions or permanent exemptions
for those that have less of a nexus to Prosper Portland’s
mission.

Scenario 3, a targeted surcharge, could potentially be
vertically equitable if it were applied to businesses with a
presumed greater ability to pay, such as the clean energy
surcharge imposed on large retailers.!? On the other hand, this
and similar structures may have undesirable equity
consequences, such as an additional surtax on large retailers,
which could be shifted through price increases to low-income
residents, who tend to be disproportionately Black or Latinx,!3
or a surcharge on employers based on FTE count, which may
impact payroll decisions.!*

The prevailing tax environment can affect business decisions
about location, expansion, and hiring. ECONorthwest was not
able to identify studies of the impacts of previous surcharges
in Portland.”® Impacts could be measured in the number of
new license applications, the number of closures, number of
FTEs, and business income, though it would require
substantial analysis to disentangle the effects of rate increases
from underlying economic conditions. Some businesses have
argued that the clean energy surcharge increases the cost of
construction projects for private and public entities during a
time of high inflation.®

12 “Clean Energy Surcharge.” Portland.gov, www.portland.gov/revenue/ces.

13 According to the 5-year ACS data available from the census, in 2020 Latinx residents in Portland had a median
income of $54,529, Black residents had a median income of $36,101, while the median income for Portland overall

was $73,159.

14 Are State and Local Tax Systems Colorblind?” Tax Policy Center, 10 Mar. 2021,
www.taxpolicycenter.org/taxvox/are-state-and-local-tax-systems-colorblind.

15 These are the 1 percent tax in 2002-2005, the 0.14 percent surtax in 2006, the 0.07 percent surtax in 2007, the payroll
ratio surtax in 2017, and the 1 percent Clean Energy Surcharge in 2021.

16 Everton Bailey Jr | The. “Some Businesses Still Bristling at Having to Pay Portland’s Clean Energy Tax.” Oregonlive,
11 Oct. 2019, www.oregonlive.com/portland/2019/10/some-businesses-still-bristling-at-having-to-pay-portlands-
clean-energy-tax.html. Accessed 29 June 2022.
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Depending on structure, a business license tax could align
with Prosper Portland’s mission to expand economic
opportunity, equity, and community development. However,
additional research would be necessary to consider the effects
a surcharge could have on minority business owners, and
whether taxing only certain subsets of businesses could
mitigate any potential equity issues.

Exhibit 8. Year-Over-Year Change in Business License Tax Revenues, FY 1990-2021

Source: City of Portland.
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Utility License Fees

Utility License Fees (ULFs) are a tax on utilities operating and earning revenue within the City
of Portland. Per Portland’s Utility License Law (City Code Section 7.14), all utilities operating in
the City must pay an annual tax of 5 percent of gross revenues as a ULF.” These charges are
passed on to utility customers.

The City is currently considering shifting to a universal right-of-way (ROW) code that would
function similarly while unifying new and more than 300 existing utility license agreements.!
Other neighboring jurisdictions, including Eugene, Beaverton, and Oregon City currently use
ROW codes to assess utility taxes. Under the new proposed code, rates would remain the same
(5 percent of gross revenue, paid quarterly). Major changes include requirements for a
standardized 5-year license agreement; annual registration; and standardized penalties, fines
and payment schedules.! If approved by City Council, the change would become effective in
January 2023, following two public comment periods.?

Current Revenues

In FY 2021, the City collected approximately $88 million in revenues for the City’s General
Fund. ULF is the third-largest revenue source for the General Fund, after property taxes and
business license taxes.?! In Exhibit 9, ULF revenues are shown for FY 2012 — FY 2021. The large
increase in 2012 is due to an amendment to City Code that included wireline providers in ULF
collection (a change to the tax base).?? Excluding 2012, ULF revenue was relatively stable during
this period, experiencing average annual growth of just under 2 percent per year. The City is
not currently able to assess utility or franchise fees on internet providers under the Internet

17 Per the City of Portland: a “utility” is “the business of supplying electrical energy, gas, district heating or cooling,
water, cable, communications, or other services through or associated with telecommunications utility, telephone or
coaxial cable, sewage disposal and treatment, and other operations for public service but does not include
transportation service, railroad operations, or services licensed under this Title.” Franchisees are also subject to ULFs.
Office for Community Technology. “Utility Licenses | the City of Portland, Oregon.” Www.portlandoregon.gov,
www.portlandoregon.gov/oct/57445. Accessed 22 July 2022.

18 The ROW code would apply to any “current or future entity that provides a utility service and/or uses
infrastructure in the right-of-way, whether or not the entity owns the infrastructure in the right-of-way.” Office for
Community Technology. Portland Row FAQ. Apr. 2022, www.portlandoregon.gov/oct/article/799435. Office for
Community Technology. “Portland ROW Code FAQ | ROW Code | the City of Portland, Oregon.”
Www.portlandoregon.gov, Dec. 2021, www.portlandoregon.gov/oct/article/796203. Accessed 22 July 2022.

19 Office for Community Technology. Portland Row FAQ. Apr. 2022, www.portlandoregon.gov/oct/article/799435.

20 ORS 294.160 Office for Community Technology. “Portland ROW Code FAQ | ROW Code | the City of Portland,
Oregon.” Www.portlandoregon.gov, Dec. 2021, www.portlandoregon.gov/oct/article/796203. Accessed 22 July 2022.
21 Jacquiss, Nigel. “The City of Portland Wants to Change the Way It Charges Fees to Telecom, Electric and Gas
Utilities. They’re Furious.” Willamette Week, 8 June 2022, www.wweek.com/news/2022/06/08/the-city-of-portland-
wants-to-change-the-way-it-charges-fees-to-telecom-electric-and-gas-utilities-theyre-furious/. Accessed 22 July 2022.
22 Office for Community Technology. City of Portland Office for Community Technology Q1: Where Can I Find the
Utility License Law (Portland City Code 7.14) and Its Administrative Regulations? 10 June 2013.
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Freedom Act.? Under the proposed Right-of-Way (ROW) code, the City would still be unable to
assess taxes on internet providers, thus the fee base will remain largely the same.

ULF revenue is allocated to the City’s General Fund and not purpose-restricted in City Code or
in statute, nor is there a rate limitation in City Code or ORS.

Exhibit 9. ULF General Fund Revenues, FY 2012 - FY 2021

Source: Portland Comprehensive Annual Financial Reports
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2 According to ORS 305.822, Oregon may not “impose, assess, collect or attempt to collect a tax on Internet access or
the use of Internet access if the tax was not in effect on October 6, 2001.” Oregon Laws. “ORS 305.822 - Prohibition on
State or Local Tax on Internet Access.” Oregon.public.law, oregon.public.law/statutes/ors_305.822. Accessed 22 July
2022. In this context, a “tax” refers to a charge “imposed by a governmental entity for the purpose of generating
revenues for governmental purposes”, but does not include “a fee imposed for a specific privilege, service, or benefit
conferred to the payer of the charge.” In this context, a “tax” refers to a charge “imposed by a governmental entity for
the purpose of generating revenues for governmental purposes”, but does not include “a fee imposed for a specific
privilege, service, or benefit conferred to the payer of the charge
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Scenario: A 1 percent Increase to ULF Rate

Using FY 2021 as a baseline in which a 5-percent tax rate yielded $88 million in revenue, a 1-
percent increase to the rate charged on utility license fees would yield roughly $17 million
annually. The overall rate would be 6 percent. Evaluation findings are below.

Adequacy. A 1-percent A 1-percent rate increase would bring the rate from 5 percent
additional tax would yield to 6 percent (a 20-percent increase in the tax rate), and would
revenue of roughly $17 yield an additional $17 million if applied to all current
million annually. franchise holders operating in the City of Portland. The surtax

I I I would affect all utility customers.

Stability. ULF is a Over a 30-year period, ULF revenues have remained relatively
relatively stable source of stable, growing around 4 percent per year from FY 1990
revenue, with moderate through 2019 (there may have been rate changes and were
fluctuations and steady likely changes to the underlying base during this period).
growth. See Exhibit 10 for the year-over-year rate of change for this

@ @ @ revenue source.

Ease of Implementation Given the City already collects ULFs, it would not require
Public comment is significant initial or ongoing investment to collect increased
required to change rates. ULFs in terms of infrastructure, administrative resources, or

Recent comments related = enforcement.
to changes to the current

structure Authorization would require public comment because state
(implementation of ROW  law requires local governments to provide opportunity for
fee) suggest this is public comment on new fees, fee increases or fee structures.
currently a high-profile The first public comment period for the proposed ROW code
revenue source. change drew 67 pages of comments and the second public
comment period produced 159 pages of commentary.?
@ @ Given the observed backlash concerning this change, it is
possible that a proposal to raise ULF rates could be met with

similar opposition.

24 The standard deviation for growth in this revenue source is 4 percent, meaning most years growth was within 0 -8
percent. Note that electrical utility fees fluctuated more than other utility fees, including in the steep decline in FY
2018, according to ECONorthwest analysis of City of Portland data.

% Oregon Laws. “ORS 294.160 - Opportunity for Public Comment on New Fee or Fee Increase.” Oregon.public.law,
oregon.public.law/statutes/ors_294.160. Accessed 22 July 2022.

26 Reichman, Lawrence. Second Round of Comments on Proposed Ordinance for Utility Access to the City’s Rights-
of-Way. 1 June 2022, www.portlandoregon.gov/oct/article/799813.
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An increase in utility charges could disproportionately affect
lower-income residents, for whom utility costs constitute a
higher relative portion of income. Because the burden of
increased utility taxes would decrease with higher income,
increasing ULFs could be considered a regressive tax. While
there are a few options in Portland for qualifying residents to
receive financial assistance with utility payments, the City
could consider providing additional energy assistance to
offset a rate increase, structured around an income test for
residents. %

Because utilities are a necessary expense for residents and
businesses, it is likely that any behavioral change would be
small.

There is no strong intersection between utility license fees and
Prosper Portland’s missions to expand economic opportunity,
equity, and community development. To the extent that an
increase in utility costs raises equity concerns, there may be a
slight conflict with Prosper’s equity focus.

27 Qualifying residents may apply for Low-Income Home Energy Assistance Program (LIHEAP) funding up to twice
per year. In addition, the Oregon Energy Assistance Program (OEAP) is available year-round. Residents may also
qualify for an Income-Qualified Bill Discount or private Oregon Energy Fund assistance.

ECONorthwest
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Precedent/Other Jurisdictions

The City of Gresham recently passed a 3-percent increase to its ULF in 2020, bringing both
private and City utility fees to 10 percent. The City of Gresham estimated that the average PGE
customer would experience a monthly increase of about $3.10 as a result of the increase.?® The
resulting increase in revenue will pay for core services such as police, fire, and parks, with a
small amount set aside for the City’s streetlight program. Additionally, the City of Woodburn
passed a ULF in 2021, generally charging utility companies 5 percent of gross revenue with the
exception of communication utilities, which are taxed at 7 percent.?

Right-of-Way (ROW) usage fees function similarly to ULFs, and are employed by many Oregon
jurisdictions, including Eugene, Beaverton, and Oregon City. ROW fees are assessed to utilities
when they use public or city-owned lands for infrastructure or other purposes. However, these
fees can also be levied on internet utility companies, following a 2016 court case.* These rates
can be structured similarly to ULFs, charging a percentage of gross revenue, or can be an
individual fee per permit, number of facilities, or amount of city lands used.?! Oregon City
estimated additional costs to residents at “about the cost of a cup of coffee each month.”32

Exhibit 10. Year-Over-Year Change in ULF Revenues, FY 1990 - FY 2021
Source: City of Portland
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28 City of Gresham. “Utility License Fees | City of Gresham.” Greshamoregon.gov, greshamoregon.gov/Utility-License-
Fees/. Accessed 22 July 2022.

29 Pierson, Heather. Council Bill No. 3138. 9 Nov. 2020, www.woodburn-
or.gov/sites/default/files/fileattachments/public_works_projects_amp_engineering/page/12871/res._2162_-
_right_of_way_utility_license_and_usage_fee_rates.pdf.

30 Balmer. “S062816, Opinion.” Cdm17027.Contentdm.oclc.org, 26 May 2016,
cdm17027.contentdm.oclc.org/digital/collection/p17027coll3/id/1390/rec/1. Accessed 22 July 2022.

31 City of Eugene. UTILITY RIGHT -OF-WAY USE PERMIT FEES. 2004.

32 Oregon City. “Right-of-Way Usage Fee FAQs | City of Oregon City.” Www.orcity.org,
www.orcity.org/publicworks/right-way-faq. Accessed 22 July 2022.
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Transient Lodgings Tax

Transient Lodging Taxes (TLTs) are taxes assessed to lodging establishments, which are
generally passed along to lodging guests. These taxes also apply to short-term rental units, such
as AirBNB units. Taxes can be collected and remitted by online travel companies and booking
agents, such as Expedia.®® Per the D.A. Davidson consultant report, Transient Lodging Taxes are
collected by Multnomah County and distributed in accordance with the Visitor Facilities
Intergovernmental Agreement (VFIGA) between the County, the City of Portland, and Metro.
These funds are used for “supporting regional efforts to grow and improve Portland as a tourist
destination” including community services.

Tourists in the City of Portland are currently subject to four lodging taxes levied upon the rent
charged by the operator. Together, these add up to a 16 percent tax: (1) the Portland transient
lodging tax (TLT) is 6 percent; (2) a statewide transient lodging tax, which, as of July 1,2020, is
set at 1.5 percent;* (3) Multnomah County charges 5.5 percent;* and (4) the Portland Tourism
Improvement District Fee is a 3-percent tax on rent charged that is intended to support
economic recovery in the tourism industry following the global COVID-19 pandemic and
recession.® In 2021 the Portland City Council unanimously voted to increase this tax from 2
percent to 3 percent, effective July 1, 2021.

Current Revenue

In FY 2019, the TLT generated approximately $39 million in revenues for the City’s General
Fund (83 percent of total TLT revenues). Revenues grew an average of 12 percent annually
between 2012 and 2019. However, TLT revenue has declined considerably since FY2020 due to
the COVID-19 pandemic. Between 2020 and 2021, revenues dropped over $25 million (86
percent). Revenues for the City General Fund from the Transient Lodging Tax from fiscal years
2012 to 2021 are shown in the figure below:¥”

3 Koppy, Roger. “Transient Lodgings Filing and Payment Information.” Portland.gov,
www.portland.gov/revenue/transient-lodgings-tax. Accessed 22 July 2022.

3 5 percent of the statewide tax is retained by lodging providers; 65 percent of the statewide tax is required to be
spent on state tourism programs; 20 percent of the statewide tax is required to be spent on regional tourism
programs; 10 percent of the statewide tax is to be spent on a competitive grant program “to help develop and
improve the economies of communities throughout Oregon by means of the improvement, expansion, and
promotion of the visitor industry."

% 2.5 percent of the 5 percent tax is set aside for the Convention Center Phase II; 2.725 percent to the Convention
Center Phase I; and 0.275 percent is retained by hotel operators

% Koppy, Roger. “Transient Lodgings Filing and Payment Information.” Portland.gov,
www.portland.gov/revenue/transient-lodgings-tax. Accessed 22 July 2022.

%7 City of Portland. “Annual Financial Reporting.” Portland.gov, www.portland.gov/omf/brfs/accounting/finance-
reports. Accessed 22 July 2022.
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Exhibit 11. Transient Lodging Tax General Fund Revenues, FY 2012 - FY 2022 (budgeted)
Source: Portland Comprehensive Annual Financial Reports
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As COVID-19 restrictions are lifted and travel increases, revenues are expected to continue to
recover.

Eighty-three percent of the Portland TLT (5 percent of rents) is allocated to the City General
Fund. The remaining 17 percent of the Portland TLT (one percent of rents) is allocated to Travel

Portland, an organization that generates travel demand and manages tourism marketing for
Portland.?®

What limitations in state law or city ordinance are attached to
this revenue source?

Under ORS 320.350, Oregon city governments must use at least 70 percent of net revenue from a
new or increased local transient lodging tax for tourism-related promotion or facilities.?* Under
this limitation, the City of Portland could not allocate more than 30 percent of additional tax
revenues to Prosper Portland in the event of a TLT increase.

3 Koppy, Roger. “Transient Lodgings Filing and Payment Information.” Portland.gov,
www.portland.gov/revenue/transient-lodgings-tax. Accessed 22 July 2022.

3 “ORS 320.350 - Tax Moratorium.” Oregon.public.law, oregon.public.law/statutes/ors_320.350. Accessed 22 July 2022.
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Transient Lodging Tax Scenarios

We developed a range of revenue impacts from a TLT rate increase. The low end of the range

shows what would have occurred to this revenue stream during the pandemic, and the upper
end is based on a three-year average of pre-COVID-19 years 2017 through 2019 (and grown by
12 percent from 2020 to 2021, the average rate of growth in these revenues). Exhibit 12 below
estimates the range of revenue generated from an additional 1-percent TLT surtax dedicated to
Prosper Portland, resulting in a total rate of 7 percent (6 percent to the City General Fund and 1

percent to Travel Portland).

Exhibit 12. Transient Lodging Tax Scenarios ($ Millions)

Source: ECONorthwest

High: 2017-2019
Average Revenue

Low: 2020-21
Actual Revenue

2020 2021 2020 2021
Baseline Revenue $30.8 $4.4 $35.6 $39.7
Additional revenue from a 1 percent TLT surtax
(total rate of 7 percent) $1.8 $0.3 $2.1 $2.4

Using actual revenue from 2021, this scenario would have produced $300,000 of additional
available revenue. Under the more optimistic revenue scenario (using tax base averages from
2017 to 2019 and a growth rate of 12 percent), the increase would produce $2.4 million in
revenue. Additional findings from our analysis are below.

Adequacy. It is unlikely
that TLTs could be
raised high enough to
replace Prosper’s
expiring TIF revenues.

A 1-percent increase to the TLT would generate less than $3
million per year, even under the optimistic end of the range of
revenues. The TLT would need to increase to over 14 percent
under the optimistic revenue scenario -- more than twice the
current rate -- to reach the target revenue of $17 million. It is
unlikely that doing so would be politically feasible, and we
conclude that a TLT is unlikely to provide a large share of
revenue Prosper anticipates needing.

Stability. TLTs are a
volatile source of
revenue given their
reliance on tourism
conditions.

@

Portland TLT revenue growth varied considerably between 2013 to
2021, as illustrated by

Exhibit 13, below. Revenue fluctuates with economic conditions
and are sensitive to other factors that may impact travel. This

ECONorthwest
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could include future COVID-19 pandemic waves and Portland’s
reputation as a tourism destination.*

In December of 2021, the Portland Business Alliance held a
forum to discuss Portland’s image as a tourist destination. Major
concerns included “COVID-19, wildfires, political violence and
public safety concerns.”*! Another source of tourism revenue,

conventions, have also decreased significantly in Portland since
2020.42

Ease of
Implementation. A
new tax will require
voter approval and
likely substantial
communication effort.

Given the City is already collecting TLTs, it should not require
significant initial or ongoing investment to collect increased
TLTs in terms of infrastructure, administrative resources, or
enforcement. However, the City may face challenges to
increasing TLTs. Current allocation of tourist tax revenues is
defined in municipal code, presenting a barrier to modifications.

Changes to the allocation or passing additional tourism taxes
would require voter approval through a levy process. Prior to
making changes, the City must also engage the public in a public
hearing, according to Portland Code 6.04 (Transient Lodgings
Tax). Additionally, should the City propose an increase to TLTs,
it would need to comply with ORS 294.160, “Opportunity for
Public Comment on New Fee or Fee Increase.”

Equity. TLTs generally
have strong vertical
equity as tourism
burdens are shifted to
those with higher
incomes.

Tourism taxes largely impose tax burdens on tourists and
business travelers. Without research, equity effects are unclear,
but an argument could be made that tourism taxes are vertically
equitable, in that they may largely affect people who have
greater disposable income for travel, although the fact that taxes
are levied regardless of ability to pay (and with no possibility of
relief) may limit travel opportunities for lower-income people.

40 The standard deviation for growth in this revenue source is 9 percent, meaning most years growth was within 9
percent of the median. Note that electrical utility fees fluctuated more than other utility fees, including in the steep
decline in FY 2018, according to ECONorthwest analysis of City of Portland data.

4 Gallivan, Joseph. “Portland to Tourists: Please Come Back.” KOIN.com, 20 Dec. 2021,
www koin.com/local/multnomah-county/portland-to-tourists-please-come-back/.

4 Chalmers, Keely. “Bad Reputation Has Large Conventions Skipping Portland, Tourism Report Says.” Kgw.com,
2021, www.kgw.com/article/news/local/conventions-skipping-portland-bad-reputation/283-cce77a73-7b63-4ele-9c75-
850e97cc9ad3. Accessed 22 July 2022.

# Oregon Laws. “ORS 294.160 - Opportunity for Public Comment on New Fee or Fee Increase.” Oregon.public.law,
oregon.public.law/statutes/ors_294.160. Accessed 22 July 2022.
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In addition, tourism can “put a strain on city services” and
tourism taxes can fairly shift these costs to those utilizing
services.*

Because Oregon does not have a sales tax, its primary method of
assessing revenue from tourists is via its tourism taxes.
However, its tax rates are below the national average of state
tourism taxes (13.5 percent).*®

Neutrality. Likely
minimal impact on
tourism within
Portland.

OO®

If TLTs become high enough so as to make travel to Portland
unaffordable, there is a risk that tourism revenue could decrease
as tourists opt to travel elsewhere, although most jurisdictions
will assess some level of tourist tax.* In fact, TLTs and other
tourism taxes are “considered efficient relative to taxing other
sectors.”#

Use of Proceeds. TLT
has a strong nexus with
Prosper’s mission of
economic vibrancy and
community equity.

BHS

The TLT burden primarily falls on visitors to Portland, which
aligns with Prosper’s mission of advancing economic vibrancy
while protecting Portland residents.

Exhibit 13. Year-Over-year Change, TLT Revenues, FY 2013-2021

Source: City of Portland ACFRs
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# Dinatale, Sadie. Assessing and Responding to Short-Term Rentals in Oregon. 2017.
4 Tax Fairness Oregon. HB 2500: A First Step in Addressing Tourism Taxes. 9 Feb. 2021.
# Murray, Matthew. Exporting State and Local Taxes: An Application to the State of Maine. Oct. 2006.

4 DiNatale, Sadie, et al. Short-Term Rentals in Small Cities in Oregon: Impacts and Regulations. Dec. 2018.
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Motor Vehicle Rental Tax

In Multnomah County, a motor vehicle rental tax (MVRT) is imposed on the rental of motor
vehicles of generally less than 30 days in duration. The base rate of the tax imposed is 14.5
percent of the rental fee, with a surcharge of 2.5 percent, for a total fee of 17 percent.*® There is
currently no motor vehicle rental tax in Portland.

Current Revenue

MVRT revenues showed steady growth in the decade prior to the pandemic, increasing from
$18.5 million in 2012 to $31.7 million in 2020 before falling substantially in 2021 to $22.9 million,
largely due to the impact of the COVID-19 pandemic. From 2012 to 2020, revenue growth
averaged 8 percent per year before declining 28 percent in 2021; there were no rate changes
during this time. The Multnomah County FY 2022 Adopted Budget included $25.0 million in
revenues, anticipating continued recovery from pandemic conditions.*

Exhibit 14. Motor Vehicle Rental Tax Net Revenue, FY 2012-2021
Source: Multnomah County CAFRs
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Multnomah County allocates base MVRT revenues (from the 14.5 percent) to the General Fund,
the Road Fund, the Bicycle Path Construction Fund, the Willamette River Bridges Fund, and the

8 Sowle, Agnes. Ordinance No. 1132. 7 May 2009.

49 Kafoury, Deborah. “FY 2022 Adopted Budget.” Multnomah County, 10 Sept. 2020, www.multco.us/budget/fy-2022-
adopted-budget. Accessed 22 July 2022.
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Special Excise Tax Fund. The surcharge revenues (2.5 percent rate) are allocated toward the
Visitors Facilities Trust Account.>

ECONorthwest did not identify any special restrictions or limitations at the state level
associated with the allocation of those funds. The City of Portland could allocate funding to
Prosper Portland either from the General Fund or with a specific allocation in the municipal
code (as is the case of Multnomah County’s 2.5 percent surcharge allocated to the Visitors
Facilities Trust Account). A codified allocation would be more difficult politically but has
advantages of stability and relative certainty.

Motor Vehicle Rental Tax Scenarios

Prosper Portland could pursue an allocation of existing Motor Vehicle Rental Tax revenues
from Multnomah County, either from their General Fund revenues or from a discretionary fund
through voter approval. Prosper Portland could also pursue an allocation from a new Motor
Vehicle Rental Tax for the City of Portland.

Scenarios: A 3 Percent Motor Vehicle Rental Tax

A range of estimated revenue is shown below, based on a 3-percent surtax (bringing the total
tax rate to 20 percent). It is not known what share of car rentals in Multnomah County occur in
the City of Portland. Below we assume that a conservative 80 percent of rentals occur in the City
of Portland, with rentals originating from the Portland International Airport likely driving the
City’s share. As with the TLT, a low-end scenario based on pandemic years 2020 and 2021 is
compared to a three-year average of pre-pandemic years (2017 — 2019) and grown by the annual
average of 8 percent to show what a “typical” year of revenue would look like.

Exhibit 15. Motor Vehicle Rental Tax Scenarios
Source: ECONorthwest, Multnomah County

Low: 2020-21 High: 2017-2019

Actual Revenue Average Revenue
2020 2021 2020 2021
Sf:sLeYIigeree:tepaﬁ: Multnomah County revenues $31.7 $22.9 $30.1 $32.5
Estimated revenue generated from 3 percent $4.5 $3. $4.2 $4.6

surtax (20 percent total rate)

Assuming that 80 percent of car rentals generating in Portland were subject to a 3-percent
surtax rate, this surcharge would have yielded $4.5 million in 2020 and $3.2 million in 2021, and
between $4.2 million - $4.6 million had these years been more typical (i.e., without COVID
impacts). Additional findings from our analysis are below.

50 Kafoury, Deborah. “FY 2022 Adopted Budget.” Multnomah County, 10 Sept. 2020, www.multco.us/budget/fy-2022-
adopted-budget. Accessed 22 July 2022.
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Adequacy. The MVRT
would rate may need
to be over 10 percent
to replace Prosper’s
expiring TIF revenues.

A 3-percent MVRT (bringing the total VRT paid in Portland to 20
percent) would raise about $4 million under pre-pandemic
conditions.

Stability. Motor Vehicle
Rental Taxes are a
volatile source of
revenue given their
reliance on tourism

MVRT revenue sources may be less stable post-pandemic, due to
longer-term trends in transportation choices. The rise of peer-to-
peer car-sharing and ride-sharing provide alternative means of

travel that are not taxed under MVRT.>! Revenues may fluctuate
by season and other factors that may impact travel. These factors

Implementation. There
may be significant up-
front costs to
implementing and
administering a new
Motor Vehicle Rental
Tax.

v

conditions. could include future pandemic waves, fluctuations in tourists’
disposable income, Portland’s reputation as a tourism
destination, and natural disasters such as wildfires. See Exhibit
16 for the annual growth in MVRT from 2011 - 2021.

Ease of Implementing a new tax in the City of Portland would require

voter approval. The vote would specific funding specifically
earmarked for Prosper Portland or for the General Fund which
would provide less security for Prosper.

This option creates a new responsibility for the Revenue Division
or another regulatory agency responsible for collection of the tax
and other necessary details surrounding its implementation,
which would likely entail an ongoing cost. A contractual
arrangement with Multnomah County to collect and transfer the
revenue to the City would likely cost less than if the City
administered the tax directly.

Equity. An increase to
the MVRT would
significantly increase
the cost of car rentals,
which could burden
lower-income
populations.

Implementing a new version of this tax specifically for the City
of Portland would result in additional impact on populations
already paying the Multnomah County tax. As with other
consumption-based taxes, this tax would be more burdensome to
lower-income populations. Administering a relief program for
this tax would likely be difficult. Prosper could consider a surtax
on luxury car rentals, which may address equity concerns but
would likely not generate much revenue.

51 Watson, Garrett. “Car Rental Taxes | Reforming Rental Car Excise Taxes.” Tax Foundation, 26 Mar. 2019,
taxfoundation.org/reforming-rental-car-excise-taxes/. Accessed 22 July 2022.
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Neutrality. Additional
vehicle rental taxes
may discourage vehicle
rentals in Portland.

®

Adding an additional tax on top of the pre-existing Multnomah
County MVRT could further discourage vehicle rentals within
Portland and impel customers to car rentals outside the City.
Multnomah County’s MVRT is 17 percent when including the
surcharge for the Visitors Facilities Trust Account, already
significantly higher than in neighboring counties. Neighboring
counties do not have a motor vehicle rental tax (Clackamas,
Hood River, Washington, and Columbia); Lane County’s MVRT
rate is 10 percent.>

Use of Proceeds.
Unclear if the MVRT is
primarily borne by
visitors or by those
with greater ability to

pay.

It is not clear if this tax aligns with Prosper Portland’s mission,
which likely includes the promotion of Portland as a desirable
location to visit. If the tax is primarily borne by those with
greater ability to pay, then the MVRT would at least not conflict
with equity goals, but the data do not currently exist to confirm
or deny this premise.

Exhibit 16. Year-Over-Year Change in Motor Vehicle Rental Tax Revenues, Multnomah County. FY

2011-2021
Source: Multnomah County CAFRs
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52 Lane County. Lane Code. 2019.
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Food and Beverage Tax

The City of Ashland levies a 5-percent tax on the sale of prepared food and beverages sold by
restaurants located within the City, with a number of exemptions.>® The tax yielded roughly $3
million for the City from 2017 through 2019 before declining substantially during the pandemic.
The per-capita revenues are shown below; between 2019 and 2020, revenues dropped 15 percent
and fell an additional 6 percent in 2021.

Exhibit 17. Per Capita Food and Beverage Tax Revenue, Ashland, FY 2017-2021
Source: City of Ashland
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Food and Beverage Tax Scenarios

ECONorthwest used per-capita revenues from the City of Ashland, adjusted for the 2020 and
2021 population of the City of Portland, to produce an estimate of food and beverage tax (F&B)

5 The exemptions include food and beverages: sold by public or private schools or colleges except for independent
contractor operators which are subject to the tax; sold on hospital grounds; provided by bed and breakfast
establishments to their guests; sold in vending machines; sold in temporary restaurants including food stands,
booths, etc. operated by nonprofit organizations or service clubs; served in connection with overnight or residential
facilities; provided by nonprofit tax-exempt organizations to citizens over 60 years of age as part of a recognized
senior citizen nutritional program; sold for resale to the public; sold in bulk to the public for nonimmediate
consumption off the premises; which are candy, popcorn, nuts, or other confections but not including ice cream,
cakes, or other desserts; sold by an operator at a single food service event located within the City in which restaurant
or catering services (exclusive of alcohol) exceed $5,000, in which case the applicable food and beverage tax shall not
be excused but shall be capped at $250.
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revenues. As with both TLT and MVRT above, a low (2020 — 2021 actuals) and high (2017 — 19
average) range is shown for two scenarios. Additional findings from our analysis are below.

Exhibit 18. Food and Beverage Tax Scenarios ($ Millions)
Source: ECONorthwest, City of Ashland data

Scenario 1: 1% food & beverage tax

Scenario 2: 5% food & beverage tax

Low: 2020-21
Actual Revenue

High: 2017-2019
Average Revenue

2020 2021 2020 2021
$16.1 $15.2 $19.3 $19.5
$80.6 $75.8 $96.7 $97.5

Adequacy. A 1-percent
F&B tax would likely
generate $17 million,
sufficient to replace
Prosper’s expiring TIF
revenues

Based on the City of Ashland per capita revenue, it is likely that
a 1-percent F&B tax would yield sufficient revenue to replace the
$17 million in expiring TIF revenues. The City of Ashland
restaurant spending may be higher on a per-capita or per-meal
basis due to the importance of tourism in that area, so further
analysis is recommended to confirm this methodology. (Our
estimate is in line with a 2019 estimate by Portland Parks &
Recreation conducted for a Council work session on the financial
sustainability of the Parks Bureau; the estimate, also based on the
Ashland tax, was $92 million per year for a 5-percent tax.)

Stability. F&B taxes
are likely to rise and
fall with both economic
and health-related

The precipitous drop in Ashland’s revenues during the
pandemic was due to social distancing measures and restaurant
closures (both temporary and permanent). Dining out has not
fully recovered from pre-pandemic levels, and the current high-

Implementation. There
may be significant up-
front costs to
implementing and
administering a new
F&B tax.

v

conditions. inflation environment may further dampen activity.
Ease of Implementing a new tax in the City of Portland would require

voter approval. The vote could specify funding specifically
earmarked for Prosper Portland or for the General Fund which
would provide less security for Prosper. There are likely to be
stakeholders who are actively opposed to this tax option.

This option creates a new responsibility for the Revenue Division
or another regulatory agency responsible for collection of the tax
and other necessary details surrounding its implementation,
which would likely entail an ongoing cost.

ECONorthwest
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Equity. An increase to
the F&B tax would
increase the cost of
dining out, which could
burden lower-income
populations.

As with other consumption-based taxes, this tax has the potential
to be more burdensome to lower-income populations.
Administering a relief program for this tax would likely be
difficult. As with Ashland’s tax, exemptions can protect
behaviors and transactions which may tie more closely to
necessary spending (such as purchases at a hospital).

Neutrality. A F&B tax
may lead to business
relocation decisions
and change consumer
behavior.

00

Because there are very few F&B taxes in Oregon, it is possible
that restaurants may consider relocating from Portland to a
nearby community. Research has found that SNAP participants
consume relatively more food at home instead of going out to
restaurants in geographies with a restaurant tax; by one paper, a
1-percent increase in restaurant tax is associated with a 7- to 8-
percent increase in SNAP participants consuming food at
home.>

Use of Proceeds.
Unclear if the F&B tax
aligns with Prosper’s
mission.

®®)

Food and beverage taxes tend to be more burdensome to lower-
income populations, so there is a risk this tax would have a
greater effect on lower-income populations, which would not
align with Prosper Portland’s mission.

% Dong, Diansheng, and Hayden Stewart. Food Taxes and Their Impacts on Food Spending. 2021.

ECONorthwest

25



Board Resolution — Adopting an Update to the FSP and Financial Investment Policy

March 8, 2023

Appendix: DA Davidson Analysis

Exhibit A
Page 60 of 77

The business license tax alternative considered by DA Davidson was evaluated along thirteen
criteria, with most considerations falling under the “mixed or neutral” category. Below is a table
summarizing their findings. *°

Exhibit 19. Business License Tax Funding Resource Attributes

Source: DA Davidson

Advantages

Mixed or Neutral
Considerations

Risks

Business License
Taxes

Scale/size of revenue
potential is quite large.
Existing
model/administrative
infrastructure is already in
place.

Minimal financial risk.

Can be somewhat
inconsistent in terms of
stability and
predictability.

Has some general
limitations or
restrictions.

Somewhat aligned with
Prosper Portland’s
mission.

Staffing issues with
existing
accommodations for
receiving funds.
Existing staffing levels
would have some issues
to accommodate
ongoing administration.
Somewhat aligned with
existing Prosper
Portland knowledge.
Some potential political
risks.

Limited certainty of
resource development.
Negative potential
political/legislative risk.
Negative impact on other
city/community
resources.

Utility License
Fees

Potential scale of revenue
potential.

Potential stability.

Use of existing
infrastructure and
administrative resources.
Minimal financial risk.

Potential restrictions.
Competitive advantage.
Staff resources for set
up and administration.
Political feasibility.

Certainty of resource
development.
Relationship to Portland
Prosper mission.
Potential political and
legislative risk.

Impact on other city or
community resources.

Transient Lodging
Taxes

Stability of Revenue.

Use of existing
administrative and staffing
infrastructure.

Minimal financial risk.

Scalability of revenue.
Flexibility of revenue.
Nexus to Prosper
Portland’s mission.
Political and legislative
feasibility and/or risk.

Limited certainty of
resource development.
Potential negative
impact on other city or
community resources.

% Prosper Portland Financial Sustainability Plan 2.0 Phase 2 Consultant’s Report, D.A. Davidson
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Motor Venhicle
Rental Taxes

Consistent in terms of
stability and predictability.
Existing
model/administrative
infrastructure is already in
place.

Minimal to no staffing
issues with existing
accommodations for
receiving funds.

Requires taking minimal
to no financial risk.

Scale/size of revenue
potential is potentially
adequate to Prosper
Portland’s needs.

Not extremely flexible
and/or restrictive.
Somewhat aligned with
Prosper Portland’s
mission.

Existing staffing levels
would have some issues
to accommodate
ongoing administration.
Somewhat feasible in
terms of political or
legislative risks.

Some potential political
risks.

Limited certainty of
resource development.
Negative impact on other
city/community
resources.

Food & Beverage
Tax

Scale/size of revenue
source has lots of
potential.

Source of revenue is quite
stable/predictable.
Requires taking little to no
financial risk.

Has some general
limitations or
restrictions.

Existing
Model/Administration
Infrastructure is not in
place/would require set-
up.

Would be somewhat
staff intensive to set-up.
It would be somewhat
staff intensive for
ongoing administration.
Somewhat aligned with
existing Prosper
Portland knowledge
Potential for issues with
political/legislative
feasibility.

Neutral impact on other
city/community
resources

Not aligned with Prosper
Portland’s mission.
Limited certainty of
resource development
Negative
political/legislative risks.

ECONorthwest
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Overview

About the Report

The Analysis of Development Finance Programs for Prosper Portland report was prepared by the Council
of Development Finance Agencies (CDFA) on behalf of Prosper Portland.

This report analyzes Prosper Portland’s existing development finance programs and identifies potential
federal programs that align with the organization’s capital needs and programmatic focus areas, with
special attention paid to the administrative support necessary to acquire and manage such funds.
CDFA recommends that Prosper Portland create a full-time Grants Manager position in order to
increase the efficiency and effectiveness of applying for federal funds.

The Analysis of Development Finance Programs for Prosper Portland is divided into three sections:

Section A: Summary of Capital Needs

m Situates this report into Prosper Portland’s broader financial sustainability planning
m Provides a summary of key takeaways from interviews, with special attention on the capital
needs identified and programmatic focus areas at Prosper Portland

Section B: Recommended Federal Funding Sources

m Describes the criteria used to identify the recommended funding sources
m Lists suitable federal agencies and specific funding opportunities
m Shares a high-level description of each funding opportunity

Section C: Staffing Considerations

m  Compares the cost of hiring a full-time team member at Prosper Portland dedicated to grant
writing with the benefit that could be realized from the recommended funding

m Presents best practices for improving cost/ benefit outcomes with applying to federal funding
sources

This document is complementary to other written reports and planning efforts advancing the financial
sustainability goals of Prosper Portland, the most notable of which is the Phase 2 Consultant's Report
prepared by D.A. Davidson.
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Methodology

Key Objectives
The Analysis of Development Finance Programs Report was guided by the following objectives:

m Review existing economic development and finance programs

m Evaluate capital needs for each program and priority areas among those needs

m Identify eligible sources of federal funding for Prosper Portland’s current economic development
and finance programs

m  Analyze the cost and benefit of pursuing federal grants as a source of program capital

m  Recommend specific funding opportunities based on the focus areas of the organization, capital
needs, and cost-benefit assessment for each source of funding

To achieve these objectives, CDFA used a combination of interviews and research to inform this report’s
final recommendations regarding the role of federal funding in Prosper Portland’s larger financial
sustainability strategy.

Interviews

To complete this work, CDFA conducted interviews with key Prosper Portland staff members from
different departments within the organization and mapped the priority areas in need of funding. During
these one-on-one conversations, the interviewees were first asked to describe their role within the
organization as it relates to economic development and finance. CDFA then asked each staff person to
describe the present and future capital needs for their area of work in the organization. The interviews
also included discussion about any past experience or knowledge of Prosper Portland applying for and
accessing federal funding.

Research

CDFA’s research and compilation of the federal funding opportunities identified in this report were
guided by key takeaways from staff interviews. After identifying potential funding sources that aligned
with the existing economic development activities, finance programs, and key focus areas at Prosper
Portland, CDFA used a set of criteria to assess the suitability of each source of funds.

The criteria included an evaluation of the staff time needed to apply for and manage funds, the short
versus long-term availability of funding, match requirements to acquire funds, and the competitiveness
of the opportunity.
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Section A: Funding Needs

This report offers recommendations for federal funding opportunities that can help meet the current
funding needs of Prosper Portland. To better understand these needs, CDFA conducted interviews with
members of the Development and Investment (D&I) and Economic Development (EcDev) departments.

Uses for Funding

The most common theme across interviews was the emphasis on the need for flexible capital that is less
restricted than TIF revenues and enables Prosper Portland to better meet community and business
needs. As TIF revenues decrease in the coming years, there will be a growing demand at Prosper
Portland for alternative sources of funding that can be used to support both program capitalization and
operations. Within D&I and EcDev there are opportunities to expand existing programs and to create
new programs that would require additional seed capital. Interview discussions focused on
programmatic growth in the near term and new program development in the mid to long term.

In addition to the capital needs for the organization’s development finance programs, interviewees also
identified asset investment as an area of current and future funding needs. There is major potential to
source funding for land acquisition, site improvement, and redevelopment of physical assets owned by
Prosper Portland. This includes the hotel property and other long-term projects which could become
revenue-generating in support of financial sustainability.

Tied to these financial needs, there is also a desire to acquire funding that could be used for program
administration costs. Making a strategic choice to pursue federal grants as a source of funding would
likely necessitate hiring a grants manager for the organization, which could be covered in part by those
grant dollars for the administration of any awarded funds. Interviewees consistently noted the difficulty
of relying on existing staff when applying for grant opportunities because of the time required to
coordinate, assemble, and manage such applications. Staffing costs associated with program
implementation could also be secured through federal grants to meet the operational needs of the
organization.

Focus Areas for Funding

Interviewees shared priority funding areas for their departments, the focus of which informed
recommendations for federal grant opportunities. The following highlights key topics and funding needs
identified across interviews that fall within the scope of Prosper Portland’s development finance work.

Green cities - specifically decarbonization and environmental justice

Redevelopment - financing for private development and for Prosper Portland’s investments
Racial justice & wealth building - via small business lending and equitable development
Infrastructure - particularly equitable transit-oriented development
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Section B: Recommended Federal Funding Sources

Evaluation Criteria

CDFA reviewed federal funding programs across multiple agencies. To identify programs best suited for
Prosper Portland, CDFA used the following criteria and considerations to evaluate each potential federal
program or opportunity:

m Does the program provide enough capital to meet the need?

m Does the program focus on an existing priority area for Prosper Portland?

m Is the program known for providing longer-term funding across multiple years? Will the program
allow for funding that covers staffing and administrative costs?

m  How competitive is the funding opportunity?

m Does the program require a financial or in-kind match?

Funding Opportunities

Based on this analysis, CDFA identified a variety of potential opportunities. They are presented in order
of greatest opportunity, taking into consideration recommendations from Prosper Portland staff and
nationally accepted best practices for development finance agencies engaging with federal agencies.

CDFA recommends that Prosper Portland first begin pursuing CDFI certification as a part of a larger
federal funding strategy. The CDFI Fund offers Technical Assistance awards to emerging CDFlIs that could
be used to offset the human resourcing costs associated with both establishing the CDFI and applying for
other grants. Having a dedicated grants manager on staff would help Prosper Portland more effectively
and efficiently pursue the funding opportunities outlined in this section. Although the Portland
metropolitan area has six CDFls, those institutions generally focus on housing needs so Prosper
Portland’s certification would complement and diversify the city’s CDFI landscape. CDFI certification
would also assist Prosper Portland in furthering its mission and promoting equitable economic growth.

Establishing a CDFI and acquiring certification is not a necessary qualification for pursuing other sources
of federal funds, however, aside from the CDFI Fund’s Technical Assistance and Financial Assistance
awards. Most of these additional funding opportunities below are grant awards, though some of the
funding mechanisms include cooperative agreements that bring substantial staff involvement from the
awarding agency. Such involvement may include participation in protocol design, data collection and
analysis, approval of project stages, or coordinating or providing training to grantee staff.
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U.S. Department of the Treasury Short-to-Mid Term

CDFI Fund Technical Assistance

The CDFI Fund offers both Technical Assistance (TA) and Financial Assistance (FA) awards to CDFls.
Emerging CDFls who are not yet certified can apply for up to three TA awards before obtaining their CDFI
certification. No matching funds are required to receive the TA award, which can range from
approximately $10,000 to $125,000 and go toward capacity-building activities to help the organization
achieve CDFI certification. Eligible uses for these grant funds include compensation for personnel
services or fringe benefits, professional service costs, travel costs, training and education, equipment,
and supplies. This is one of the few federal sources of funding that can be used toward operational
capital needs.

The U.S. Department of the Treasury is revising the application and reporting requirements for CDFls,
and the CDFI Fund will resume accepting new CDFI certification application submissions on April 3, 2023.

CDFI Fund Financial Assistance

Financial Assistance (FA) awards are made to certified CDFls in the form of loans, grants, equity
investments, deposits, and credit union shares. Awards can be used for financial products, loan loss
reserves, and development services. FA awards could be used to help Prosper Portland create small
business loan programs or other community investment programs to meet the organization’s equity
goals. Applications must demonstrate a 1:1 match with non-federal sources to receive an award.

U.S. Environmental Protection Agency (EPA) Short-to-Mid Term

Brownfields Assessment Grants

Assessment Grants provide funding for recipients to inventory, characterize, assess, conduct a range of
planning activities, develop site-specific plans, and conduct community involvement related to
brownfield sites. There are three types of assessment grants: community-wide, site-specific, and
assessment coalition. Community-wide Assessment Grants are when a specific site is not identified and
applicants plan to spend grant funds on more than one brownfield site in the community. The maximum
funding amount for Community-wide Assessment Grants is $300,000.

Alternatively, applicants may apply for a Site-Specific Grant, which is appropriate when a specific site is
identified and will be the only site on which grant funds are spent. The maximum funding amount for
Site-specific Assessment Grants is $200,000.

Finally, Assessment Coalition Grants are designed for one “lead” eligible entity, like Prosper Portland, to
partner with two or more eligible entities that have limited capacity to manage their own EPA
cooperative agreement. Applicants may request up to $600,000 for an Assessment Coalition Grant.

Applications for FY2023 closed on November 22, 2022, but Prosper Portland can prepare for a similar
due date in 2023 for FY2024 project funding.
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Brownfields Revolving Loan Fund Grants

Revolving Loan Fund (RLF) Grants provide funding for grant recipients to capitalize a revolving loan fund
and to provide loans and subgrants to execute cleanup activities at brownfield sites. Applicants may
apply as an individual applicant or as an RLF coalition and request up to $1 million in funding with a
performance period of 5 years. RLF programs are designed to operate for many years, even decades,
which can provide Prosper Portland with an ongoing source of capital. Prosper Portland’s expertise in
real estate financing and principles makes it an ideal applicant for the FY2024 funding cycle. Additionally,
Prosper Portland has had previous success in applying for brownfields grants.

Applications for FY2023 closed on November 22, 2022. Prosper Portland can anticipate a similar due
date in 2023 for FY2024 project funding.

Greenhouse Gas Reduction Fund

The Inflation Reduction Act appropriated $27B under the Greenhouse Gas Reduction Fund (GGRF), of
which $7B is directly allocated to jurisdictions, including municipalities. These funds can be used for
providing grants, loans, other forms of financial assistance, or technical assistance to enable low-income
and disadvantaged communities to deploy or benefit from zero-emission technologies and to administer
other greenhouse gas reduction activities.

Another $12B was appropriated to make competitive grants to eligible recipients for direct and indirect
investment for qualified projects at the national, regional, state, and local levels. The provision prioritizes
investment in projects that would otherwise lack access to financing. Entities that receive funding are
permitted to retain, manage, recycle, and monetize all repayments and other revenue received from
fees, interest, repaid loans, and other types of financial assistance provided using grant funds. Finally,
another $8B was appropriated for competitive grants for providing financial and/or technical assistance
in low-income and disadvantaged communities.

The EPA has yet to announce application criteria or program regulations, but it is required under the Act
to begin making awards from the GGRF by mid-February. Prosper Portland is an eligible recipient and
should prepare for that process now by identifying potential local projects suited for investment or
envisioning a potential financing program that could be capitalized with GGRF funds.

U.S. Department of Agriculture (USDA) Mid-Term

Urban Agriculture and Innovation Production Competitive Grants

These grants are divided into two categories: Planning Projects and Implementation Projects. Planning
Project grants can be used to initiate or expand efforts of farmers, gardeners, citizens, government
officials, schools, and other stakeholders in urban areas and suburbs and may target areas of food
access, education, business and start-up costs for new farmers, and development of policies related to
zoning and other needs of urban production.

Implementation projects accelerate existing and emerging models of urban, indoor, and other
agricultural practices that serve multiple farmers, improve local food access, and collaborate with
partner organizations. Projects may support infrastructure needs, emerging technologies, educational
endeavors, and urban farming policy implementation.
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The American Rescue Plan Act of 2021 provided $14 million in funding for the grants through FY2022, of
which the minimum award for both grants is $50,000 and the maximum is $300,000. The USDA’s Natural
Resources Conservation Services is the awarding agency for the grants.

The Urban Agriculture and Innovation Production Competitive Grant would continue to advance Prosper
Portland’s recent work on the Equitable Food Economy Collaborative.

U.S. Department of Housing and Urban Development (HUD) Mid-Term

Choice Neighborhoods Implementation Grant Program

The program leverages significant public and private dollars to support locally driven strategies that
address struggling neighborhoods with severely distressed public housing or HUD-assisted housing
through a comprehensive approach to neighborhood transformation. Local leaders, residents, and other
stakeholders come together to create and implement a plan to revitalize distressed or HUD housing and
address the challenges in the surrounding neighborhood. The program is focused on three core goals: to
replace severely distressed public and assisted housing with high-quality, mixed-income housing that is
well-managed and responsive to the neighborhood’s needs; to improve outcomes of households living in
the target housing related to income and employment, health, and education; and to create the
conditions necessary for public and private investment in distressed neighborhoods to offer the kinds of
amenities and assets that are important to families’ choices about their community.

The program is administered by the Office of Public and Indian Housing. Applications for FY2022 are due
January 11, 2023, but Prosper Portland should be prepared for FY2023 program funding applications to
be due at a similar time.

Federal Highway Administration Mid-Term

Neighborhood Access and Equity Grant Program

The Inflation Reduction Act appropriated approximately $1.9B to the Federal Highway Administration
(FHA) for competitive grants to improve walkability, safety, and affordable transportation access; to
mitigate or remediate negative impacts on the environment; or for planning and capacity building in
disadvantaged or underserved communities. In addition, $1.2B was appropriated for grants for projects
specifically in economically disadvantaged communities. Prosper Portland is eligible to apply for the
program.

The FHA has not yet released application guidance for the program, but it likely will be administered
similarly to the Reconnecting Communities Pilot Program established in the Infrastructure Investment
and Jobs Act. Under that program, eligible entities could apply for planning, technical assistance, or
capital constructing grants.
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Prospective Budget

The following chart outlines a three-year projection of sources of grant funding and costs for hiring a
full-time Grants Manager. Pursuing Technical Assistance Grants in 2023 and 2024 would cover part or all
of the personnel costs for this position, allowing time to establish a CDFl and develop a thorough
strategy for acquiring federal grants. After becoming certified as a CDFI, Prosper Portland would be able
to apply for financial awards to build out additional lending programs. Adopting this approach creates a
transition period for the Grants Manager to apply for and secure additional funds. This time can also be
used to establish a federal grants strategy so that Prosper Portland is positioned to pursue opportunities
as they are announced.

Year Uses Sources Amount
2023
Prosper Portland Grants Manager $110,000 -
Salary + Benefits $130,000
CDFI Fund Technical Assistance Grant $10,000 -
$125,000
Technical Assistance to Brownfields $5,000,000
Communities Grant (over 5 years)
Greenhouse Gas Reduction Fund TBD
2024
Prosper Portland Grants Manager $110,000 -
Salary + Benefits $130,000
CDFI Fund Technical Assistance Grant $10,000 -
$125,000
Greenhouse Gas Reduction Fund TBD
Environmental Justice Collaborative TBD
Neighborhood Access and Equity Grant
Program
2025
Prosper Portland Grants Manager $110,000 -
Salary + Benefits $130,000
CDFI Fund Financial Assistance Grant $2,000,000
Environmental Justice Collaborative TBD
Neighborhood Access and Equity Grant
Program
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Section C: Staffing Considerations

One of the key objectives of this report is to assess the need for additional staff at Prosper Portland who
would be focused solely on applying for and managing federal funding opportunities. CDFA used a
qualitative cost-benefit assessment paired with an analysis of potential funding to inform the final
recommendation and included a set of best practices that would increase the net benefit of creating this
new position.

Cost-Benefit Analysis

Based on the available federal grant and loan programs that align with the organization’s capital needs,
priority areas, and need for flexible funds, CDFA recommends creating a new full-time position for a
Grants Manager. Hiring this position and pursuing CDFI certification in the immediate term would enable
Prosper Portland to apply for a Technical Assistance (TA) award from the CDFI Fund, which is eligible to
use for personnel and benefits for up to three years in support of the organization applying for
certification.

This would position Prosper Portland to take advantage of funding opportunities as they arise and build a
more proactive approach to pursuing grants. A dedicated full-time staff member would be responsible
for tracking new funding announcements across federal agencies and reviewing notices of funding to
assess the suitability of each. This person would have the capacity to share each grant opportunity with
the relevant departments at Prosper Portland and coordinate with the team internally. For collaborative
projects, the Grants Manager would engage potential external partners, communicate with them
throughout the application process, secure the necessary materials, and work with Prosper Portland staff
to establish terms of the partnership.

Having a full-time Grants Manager would also allow the organization to pursue longer-term grant
funding strategies in partnership with other regional entities, where a significant amount of planning and
coordination goes into the preparation for applying for a grant. Prosper Portland could act as the lead
applicant on grants with multiple sub-recipients, directly applying for funds and sub-granting to project
partners to bring resources to the region. Developing these relationships opens the door for pooled
match contributions or leveraging that would otherwise be unavailable.

This cost-benefit analysis of creating a Grants Manager position is based on strategic decisions made by
Prosper Portland leadership about the purpose of such a role. The Grants Manager would focus on
funding opportunities pertaining to existing priorities, taking care to avoid ‘mission creep’ away from the
organization’s cornerstones of growing family-wage jobs, advancing opportunities for prosperity,
collaborating with partners for an equitable city, and creating vibrant neighborhoods and communities.
Emphasis on the current areas of business would help the Grants Manager work more efficiently as well,
rather than shifting into project areas and spreading themselves too thin.

The alternative for pursuing federal grants would be to hire a consultant organization to apply for federal
dollars on behalf of Prosper Portland. Although this would likely be a less expensive option in terms of
evaluating the cost-benefit for applications, having a Grants Manager on staff full-time would add
capacity beyond securing funding and serve as an intellectual investment for Prosper Portland. By
monitoring opportunities and evaluating eligibility, the organization would be better positioned to apply
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for suitable funding aligned with its mission and programs. This person also fulfills the more taxing
administrative component of managing grants after the funds are received, which should not be passed
down to program staff with other responsibilities.

CDFA recommends that Prosper Portland commit to hiring a full-time Grants Manager for at least a
two-year period with funds secured for a combined compensation between $110,000 and $130,000
annually, depending on their expertise. The person hired must have excellent written and verbal
communication skills; an ability to work independently and coordinate across departments or
organizations; 3-5 years experience in grant writing and/or management; familiarity with federal grants;
strong project management skills, including planning and budgeting; a high level of organization and
strong attention to detail; and the ability to multitask and prioritize in a deadline-driven environment.

This position should be created and posted for hiring in Q1 of 2023 in order to take full advantage of
anticipated funding opportunities. Many federal grants have application deadlines in the June-July time
frame to make funding decisions by the end of the federal fiscal year on September 30. CDFA's
assessment of suitable federal funding estimates that Prosper Portland is likely to secure an average of
S1 million to $2 million annually to fully compensate for the creation of the Grants Manager position.

Best Practices

The following best practices should be used to improve the cost-benefit outcomes of hiring a full-time
Grants Manager, increasing the likelihood of winning an award and the efficiency of administering
secured funding.

Build Partnerships

Prosper Portland has a well-established history of partnering with other planning and economic
development agencies to support its mission. The organization should continue its current shift toward
making these partnerships more sustainable by agreeing on a negotiated rate for a share of funding that
compensates the organization’s staff time, where another entity is the primary recipient of funding. Such
partnerships can help leverage additional funds on a specific deal or can help fulfill a match requirement
for access to federal funding. Both city and county-level collaborations could offer this, as well as
state-level partnerships with Business Oregon.

Connect with Local Agency Offices

The Grants Manager would benefit from building ongoing relationships with federal agencies, both at
the headquarters offices in Washington, DC and in local or regional offices. Having direct contact with
regional staff serves as a way to learn about funding opportunities that might be a good fit for the
organization. Such relationships can also be beneficial because staff at the regional level are able to offer
guidance or insights about application ideas, letting the Grants Manager know the suitability of a project
or program for a given grant, and improving the chances of receiving funding after applying.

Establish Consistent Management

Having a full-time team member at Prosper Portland who is focused on grant writing and administration
would provide essential consistency for managing federal grants. Ideally, the person who writes a grant
application is also the person who is responsible for the long-term management and reporting if funds
are awarded. This helps avoid miscommunication about deliverables and metrics, creates the structure
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of establishing consistent record-keeping across the life of the grant, and ensures that there is one
individual internal to the organization dedicated to managing deadlines and closing out a grant. The
more experience that Prosper Portland develops in securing and successfully fulfilling federal grant
funds, the more likely they are to remain in good standing for future funding opportunities.

Diversify Sources

It will be feasible for Prosper Portland to diversify its federal funding strategy with a full-time team
member dedicated to identifying, evaluating, and applying for a variety of grant opportunities, rather
than drawing on staff hours from across the organization to compile a single large application. The
Grants Manager should monitor across multiple federal agencies while remaining focused on supporting
or expanding existing programmatic activity. This position can make strategic choices to pursue both
highly competitive and more accessible sources of funding as another diversification approach that is
possible with a dedicated team member. The Grants Manager would also be expected to consider state
and local government funding options, as well as national private philanthropic sources of grant dollars.

Complement the Financing Landscape

Prosper Portland must place a strong emphasis on being complementary to other CDFls in order to
pursue CDFI certification as a funding and programmatic strategy. The goal of being a certified CDFl is not
to compete with the existing landscape of lenders, but rather to address gaps and support the local
lending ecosystem. This approach will unlock sources of capital for Prosper Portland that can support
staffing needs for applying to certification in the near term and programmatic needs for expanding the
organization’s loan offerings in the long term.
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