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Review: Five-Year Lookback

Andrew Scott, Budget Director
Jeramy Patton, Assistant Budget Director
October 20, 2016




5-Year Look-Back

Ongoing Discretionary Resources
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Ongoing Reductions

Total Discretionary from FY 2012-13 to FY 2013-14
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T $48,788,695

All Other

Special Approps $1,198,210
Mayor’s Office $1,170,934
Housing Bureau $1,135,484
Span of Control $1,100,000
PDC $1,059,492

Development Svc $801,168




Significant Ongoing Reductions

Decision Packages from FY 2012-13 to FY 2013-14

Eliminate 4 Companies

Park Maintenance
Management Reorganization
Specialty Units

Patrol Officer Positions
Mounted Patrol

Economic Development Efforts
Streetlights

Crisis Assessment Center
OMF Internal Services
PERS Savings

Span of Control Study

Fire & Rescue
Parks
Parks
Police
Police
Police

PDC
Transportation
Spec Approps

All

All

All

$5,183,278
$1,197,668

$856,273
$2,276,232
$1,254,638
$1,087,046
$1,030,826

$357,174

$634,107
$9,176,162
$3,340,124
$1,100,000




General Fund Growth

Total Discretionary/Overhead Increases Since FY 2013-14

Total Increase - $105,547,166
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Ongoing Program Enhancements

Total Discretionary/Overhead from FY 2014-15 to FY 2016-17
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Significant Ongoing Adds

Decision Packages & Target Adjustments from FY 2014-15 to FY 2016-17

Convert Seasonals to Permanent
Operations & Maintenance

Youth Programming

Recruitment Efforts

Body-Worn Cameras

Hooper Detox & CHIERS

Housing for Vulnerable Populations
Prevention & Diversion Programs
Housing Investment Fund

East Portland Home Repair

Restore Firefighters
Senior Dispatch Positions

Parks
Parks
Parks
Police
Police
Police
Housing
Housing
Housing
Housing
Fire & Rescue
BOEC

$4,666,829
$2,531,821
$2,000,000
$2,020,426
$1,685,929
$1,012,700
$2,162,500
$1,850,000
$1,200,000

$857,838
$2,756,448

$858,257




One-Time Program Enhancements

Total Discretionary/Overhead from FY 2014-15 to FY 2016-17

$92,019,502

All Other

General Reserve $3,300,000

PDC $2,470,036
BPS $1,948,561
ONI $1,910,032
PBEM $1,799,557

BOEC $1,524,159




Significant One-Time Adds

Decision Packages & Target Adjustments from FY 2014-15 to FY 2016-17

Infrastructure Improvements Transportation $20,345,800
Youth Bus Pass Transportation $2,327,000
Southwest Corridor Transportation $1,650,000
Housing Placement Housing $4,487,500
Shelter & Street Engagement Housing $4,060,289
Housing Investment Fund Housing $3,500,000
Home Retention & Assistance Housing $2,073,600
Infrastructure Improvements Parks $6,127,500
Carryover from Previous Years Police $4,076,507
Portland Building OMF $2,575,541
Indoor Track & Field Spec Approp $1,930,459

Columbia River Levee Spec Approp $1,688,435




FY 2015-16
Prior Year Performance Report

» OQverview:

- Reports the results of City programs and
services

- Summarizes year-end financials and key issues
- Provides context for next year’s budget process

» New this year:

- |dentifies key Citywide themes &
recommendations for improvement

- Bureau performance is compared to annual and
strategic targets

www.portlandoregon.qgov/cbo/71601




Prior Year Performance Trends

» 1. Bureau Capacity. Key bureaus are constrained not by a
lack of resources, but by the ability to fill authorized
positions.

» 2. Progress on Infrastructure. Increased infrastructure
investments are beginning to address backlogs, but more
funding - and capacity - is needed.

» 3. Affordability Impacts. Increases in housing costs may
hinder achievement of broader City goals.

Recommendations:
« ldentify bureau-specific as well as citywide process
improvements to speed hiring and procurement timelines.

e Continue to prioritize funding for major maintenance of
infrastructure.

Consider the unintended costs of broader policy objectives.




City Performance Measures

Housing units opened that are newly
affordable

SuisnoH

Percentage of residents who feel safe walking
alone in their neighborhood at night 221104

Maximum response time to 90 percent of high

priority calls i

Percentage of residents living within one-half
mile of a park or natural area syied

Total number of serious, incapacitating traffic
injuries and fatalities citywide load

Percentage of Type Il Land Use Reviews
Application Completeness Review done within s

ag
14 days of application intake
Average single family household bill as a
percent of median income s3g
Percentage of recruitments meeting original or
renegotiated timelines o)
Percentage of City management that are
employees of color ¥HI0
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funding gap (Citywide) 08 5“”““”"/
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Forecast Preview

Josh Harwood, City Economist
Andrew Scott, Budget Director
October 20, 2016




Current Economic Conditions

Most Year Ago | Recent

Indicator Recent Value Change Trend
Economy

Total Employment, Portland MSA 8/2016|( 1,142,000 2.2% | Positive

Portland City Unemployment Rate 8/2016 4.8% -0.3% | Positive

Consumer Price Index, Portland-Salem 1H-2016 237.8 1.2% | Neutral
Real Estate

Median Home Price, Portland Metro 9/2016 $353,000 15.0% | Positive

Housing Units Permitted (Y-T-D) 8/2016 3,438 65.8% | Positive

Portland Metro Industrial Vacancy Rate 2Q-2016 4.3% -0.6% | Positive

Portland Office Vacancy Rate 2Q-2016 8.7% -0.8% | Positive

Multnomah County Multi-Family Vacancy Rate 2Q-2016 4.5% 1.9% | Positive
Commerce

Total Air Passengers (Y-T-D) 8/2016 | 12,118,848 8.8% | Positive

Total Freight (Y-T-D in Tons) 8/2016 148,292 2.0% | Positive

Total Port of Portland Marine Freight (Y- T-D in Tons) 8/2016| 6,406,649 17.4% | Positive

Hotel Average Revenue Per Available Room 2Q-2016 $108.00 12.0% | Positive

Sources: Oregon Employment Department, Bureau of Labor Statistics,
Colliers International, Port of Portland, CBRE Hotels.

National Association of Realtors, U.S. Census Bureau,




It’s Good Out There, Really Good
(in Portland, anyway)

Multnomah County Unemployment
Rate
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Even Incomes Up

Median Family Income Growth 2010-2015
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More Mixed Across Metro Area

Change in Median Household Income 2010-2015
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Change in Percentage of Families Under Poverty Level 2010-2015
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Millenials Feeling, Not Causing,
Housing Crunch

Change in Population vs. Household by Age 2010-2015
25%
20%

15%
10%
=

-5%
-10%
-15%
15-34 35-64 65& Over
m Population Change B Household Change




Portland GF Better Than Most

Inflation Adjusted GF Revenues (2015 dollars)
130
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—Portland General Fund  —National League of Cities



December Forecast:
What We Know Now

» FY 2016-17 property taxes will be about $2
million above forecast - ongoing add

» Third quarter Business License Tax payments
were down slightly from last year

» At least $11 million in likely added ongoing
COSts
> $6.6 million for PPA
> $3.5 million for Housing IGA
> $1 million in Overhead Model cost pool updates
- BOEC, Fire contracts?




December Forecast:
Between Now & Forecast Release

» Revenue Information
- Business License Tax extension filers
> Nov. 15 Quarterly ULF Payment
- Oct./Nov. Lodging taxes
- Last year equaled about 30% of annual total

» Expense Information
- COLA/Health Benefit Updates
- Fall BMP Adjustments




December Forecast:
Forecasting the Forecast?

» Revenue should be above what was projected
last April

- However, any surplus likely to be exceeded by
committed new spending

- Need for modest cuts

» Longer-term: Need another year of record
growth to offset expense commitments




Long-Range General Fund
Trends and Budget Scenarios

Ken Rust, Chief Financial Officer
Josh Harwood, City Economist
Andrew Scott, Budget Director

October 20, 2016




Long-Term Fiscal Health Snapshot

CURRENT | FUTURE

ITEM STATUS | OUTLOOK TREND
Long-Term Liabilities
PERS Negative, unfunded liability is growing
FPD&R Improving capacity, continue to monitor

Other Post-Employment Benefits Stable, continue to monitor

Infrastructure

Utilities (Water & BES) Stable, continue to monitor

Transportation Negative, needs significant additional resources

All Other (Parks, Public Safety, Civic) Negative, needs increased investment

Negative, costs still unknown for Portland
Harbor and Columbia River Levee projects

Legacy Liabilities

Negative, costs are growing faster than revenues

Ce0000 000
0000 00O

Employee Costs

N
H



General Fund Revenue

= Revenue growth strong, but not sustainable:
= Business License Tax and Transient Lodging Tax revenues are at all-time record
highs
= Closing of urban renewal districts will produce new revenues for the City, but not
for 10 years or longer
= Qutlook for new revenues:

= Periodic voter approved G.O. Bonds for Parks/Public Safety/Housing (probably
doable)

= New revenue sources for transportation (gas tax, heavy vehicle surcharge)
= Easiest source of additional revenue, collect what is already owed to the
City:
= Business license taxes
= Short-term rental taxes
= Lien foreclosures
= Uncollected parking citations

27



It’s a Math Problem: City Expenses
(Operating + Capital) are Growing
Faster Than Revenues

- Systemic Problems Require Systemic Solutions:

= Cut expenses

= Cut programs/services

= |ncrease revenues

= Some combination of the above

- Consequences of not taking action:

= Chronic budget shortfalls and reductions

= Reductions in services, and/or the quality of those
services

= Long-term fiscal impairment

28



10-Year Scenario Models

» Revenues:
- Tech/9-11 recession
- Great Recession
- Extended Slow Growth

» ExXpenses:

- Baseline with “Add-ons”

- Portland Harbor
- Higher PERS Rates
- Labor Contracts




Things to Remember

» EXpenses are always revenue-constrained
> You can only spend as much as you bring in

» Some future expense changes already in
baseline

> Single-collar PERS rate increases
- COLA, Health Benefit increases
- Retiring Debt obligations




Initial Expense Forecasts
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Cuts Needed Under Initial Scenarios
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Add Assumptions

» Portland Harbor Restoration
> $6 million

» Poorer PERS Performance

- Additional $2.5 million every two years beginning
FY 2017-18

» Labor Contracts




Cuts Needed After Adding Superfund
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Cuts After Superfund & PERS
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Cuts After All Three
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Summary of Scenarios

Ongoing cuts needed by FY 2025-26

($millions)
w/Harbor &
Current w/Harbor PERS w/ all 3
Tech/9-11 -$18.9 -%$24.9 -$37.4 -$46.4
Great
Recession -$24.1 -$30.1 -$42.6 -$51.6
Slow

Growth -$44.0 -$%$50.0 -$62.5 -$71.5




Other Financial Risks

» Additional one-time/ongoing spending
- Housing/homelessness
> Labor contracts

» City Plans
> Portland Plan
- Comprehensive Plan
> Climate Action Plan
- Bureau-specific plans

- River plan, Bike Plan 2030, Racial Equity Plan, Digital
Equity Plan, ADA Transition Plan, COOP Plans, Vision Zero,
East Portland Plan, Citywide Systems Plans...




Solutions

» Invest in infrastructure repair/replacement
> Financial policy changes
- Capital set-aside
- Risk-based project assessment

» Invest in major maintenance
- O&M
- CAL increases
- Replacement reserves

» Focus on performance

> Are new programs delivering?
- Are old programs still relevant?




Budget Guidance and
Priorities

Andrew Scott, Budget Director
October 20, 2016




Addressing the Challenges

» Budget process:
- Tackles short-term problems
- Makes progress on long-term issues
- Creates budgetary flexibility to invest in priorities

» Council tools:
- FY 2017-18 budget guidance
- Performance metrics

- Government Accountability, Transparency, and
Results (GATR) sessions




Requested Budget
(GF)

Add packages

Budget Guidance

Mayor/Council Budget Direction

FY 2010-11 FY 2011-12 FY 2012-13 FY 2013-14 FY 2014-15 FY 2015-16 FY 2016-17
Public Safety: 2% One-time cuts: 4%, 6%, 8% cuts 10% cuts CAL CAL 5% cuts, e>_<cept
cuts (1% .75% PS for housing
ongoing) 1.5% non-PS

Non-Public

Safety: 4% cuts
(3% ongoing)

Adds allowed for No add No add Modified zero- Ongoing Ongoing adds Ongoing
counter-cyclical packages, except packages, except based approach; requests limited require offset; requests for high
programs, O&M, for serial one-  for serial one-  no add packages, to Mayor's one-time priorities; one-
and true time programs  time programs. except for serial priorities; one- focused on time for critical
emergencies. (by CIC only). one-time time for critical  existing assets. needs

programs. needs.




Budget Guidance

- Expectations for bureaus
» Reduction/realignment packages

- Review of new programs:
* Are they core to City mission?
» Are we getting value out of new spending?

- Review of old programs
« What can we do without?

- How do we limit add packages ($95 million!)




FY 2017-18 Budget Guidance - Draft

Principles Priorities
> Maintain and upgrade critical > Public safety
infrastructure - Affordable housing
> Prepare for an economic > Transportation infrastructure

slowdown




FY 2017-18 Budget Guidance - Draft

Reduction Options

Public General Fund Non-GF Bureaus
Safety/Housing Bureaus . Reductions and
- 2.0% reduction options | - 5.0% reduction options efficiencies designed to
keep fee and rate
- Focus on - Focus on programs that _
: L ) increases as low as
regionalization of are outside core ossible
services and leveraging mission P

technology




FY 2017-18 Budget Guidance - Draft

Program Expansions

One-Time Ongoing

- Investments to decrease - Affordable housing
long-term costs or increase | . Reducing homelessness |
revenue . Critical infrastructure |

B
p—



Preliminary Budget Calendar

Jan 30 Bureau Requested Budgets Due
March 6 CBO Reviews Released
March 13-31 Council Budget Work Sessions
April TBD Community Budget Forums (Public Hearings)
April 27 Mayor Announces Proposed Budget Decisions
April 30 General Fund Forecast Released
May 9 Approved Budget Work Session
May 11 Budget Committee Public Hearing
May 17 Budget Committee Approves Budget
June 7 TSCC Public Hearing on Approved Budget

June 8 Council Action to Adopt Budget
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