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SUBJECT: FY 2022-23 Spring Budget Monitoring Report (“BMP”)

For the last several years, BES has been communicating about the large financial liabilities the
bureau is facing. Whether it is addressing regulatory mandated work, the backlog of deferred
maintenance, inflationary and anticipated recessionary impacts, or the safety and security of our
work force, this requires a multi-faceted approach. As the liabilities become clearer, it is even more
critical that the bureau continue implementing the strategies already developed. Doing so will
position the bureau to manage them in a way that balances the financial burden across all areas
and doesn’t rely on ratepayers alone.

In the FY 2022-23 Fall BMP, the bureau took several budget actions to reduce costs including
converting higher cost contracted employees with lower cost bureau personnel, enhancing safety
and security to protect critical assets, and using existing resources to support critical operating and
capital needs. We continued that approach with the FY 2023-24 Requested Budget by limiting our
budget request to a mostly current service level budget while focusing resources towards the
current and looming financial liabilities.

Although the purpose of the Spring BMP is primarily to prevent overspending, there are
components that prepare the bureau to address the current and future liabilities. These include:
budget adjustments to support the upcoming bond issue, which supports the capital program,
including the Secondary Treatment Expansion Project (STEP) as it enters the critical construction
phase; adjustments to fund property acquisition to support replacement of the Tryon Creek
Wastewater Treatment Plan (TCWTP), in partnership with the City of Lake Oswego; and
prioritization of existing resources to meet critical needs throughout the bureau in order to
preserve contingency balances for future needs.

The enclosed FY 2022-23 Spring Budget Monitoring Report for the Bureau of Environmental
Services includes the following:

e The Budget Amendment Request Report

e Current Year Projections for each of the five funds under BES’s management.
e (Capital Program Status Report

e Prior year decision package updates

Ph: 503-823-7740 Fax: 503-823-6995 ® www.portlandoregon.gov/bes ® Using recycled paper ® An Equal Opportunity Employer

The City of Portland complies with all non-discrimination laws including Title VI (Civil Rights) and Title Il (ADA).
To request a translation, accommodation or additional information, please call 503-823-7740, or use City TTY 503-823-6868, or Oregon Relay Service: 711.



The Budget Amendment Request Report is divided into four separate packages. The following
provides a summary of each package. More detailed information is contained within the enclosed
documents.

Grant Adjustments - Adjustments totaling $119,000 are requested to true-up current grant delivery
expectations and are supported by additional grant revenues.

Fund-Level Adjustments — The primary adjustments in this package are for the upcoming issuance
of the 2023 Sewer System Revenue and Refunding Bonds adjusting the budget to reflect use of cash
funded reserves no longer needed because of the refunding and to pay costs of issuance. This
package also includes increased Utility License Fee charges which are offset by higher than
anticipated revenues, should they materialize.

New, Urgent, and Unforeseen Adjustments — These adjustments reflect property acquisition of
$5.9 million, authorized by Council in January, to support the TCWTP. A draw from contingency of
S4.1 million, offset by bureau underspending, will support the property acquisition. Additionally,
this package includes a technical adjustment to increase the transfer from the city-wide Portland
Harbor Reserve Fund to support reimbursement in the current fiscal year of Portland Harbor
expenditures that occurred in the prior fiscal year.

Technical Adjustments — This package reflects net zero changes aligning various operating
adjustments to current expectations.

If you have any questions about this submittal, please contact Ken Bartocci at (503) 823-6022.

CC: Angela Henderson, Interim Deputy Director
Steve Hansen, Interim Deputy Director
Farshad Allahdadi, BES Business Services Manager
Ken Bartocci, BES Financial Planning Manager
Anthony Locke, CBO Analyst
Amy Archer-Masters, Portland Utility Board
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ES - Bureau of Environmental Services DP Type Technical Adjustments

Request Name: 17562 -Technical and Internal Adjustments

Package Description

The changes in this package reflect internal adjustments and realignments. All increases are offset by a corresponding reduction such that
there is no net increase or decrease in appropriation nor draws from contingency.

Service Impacts

Where not referenced separately, all increases are supported by expected underspending or reductions to less critical work. Highlights of
the technical changes include:

+ $610,000 increase in personal services as a result of LIUNA labor negotiations.

+ $130,000 increase in the Operations and Maintenance overtime budget resulting from position vacancies at the Columbia Boulevard
Wastewater Treatment Plan.

+ $92,000 for additional software needs in Integrated Planning.

+ $90,000 for technical consultant work to update the employee website.

+ $80,000 for the estimated unused commitment fee on the 2022 sewer system line of credit.

« $70,000 for anticipated laboratory testing overspending.

* $45,200 internship (Hatfield Fellow) support for implementation of the rate study.

« $50,000 for installation of permanent rain gauges that were removed due to past construction and are necessary for the Risk Assessment
Division’s analysis/modeling work.

» $32,000 to restore some iFIX licenses that allow certain users to control the treatment process and pump stations within the automation
system remotely.

+ $130,000 increase in interagency revenue and corresponding expense associated with coordinated site assessment work and
contaminated media disposal for PBOT.

Equity Impacts

The changes contained in this package are in alignment with the equity considerations that developed the adopted budget. These technical
adjustments are moving resources to accommodate accounting or transitional changes. There are no changes to equity impacts.

Account Name 2022-23 SPRING Requested

Adj
Expense External Materials and Services 45,752
Internal Materials and Services -594,752
Personnel 689,000
Expense Sum: 140,000

2022-23 SPRING Requested

Account Name Adj

Revenue Interagency Revenue 140,000

Revenue Sum: 140,000
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Request Name: 17565 -Grant Adjustments

Package Description
This package reflects changes to grant expenditures and aligns the budget to current estimates.
Service Impacts

The following adjustments reflect changes to BES grants and align the budget to current estimates. The following grant amounts totaling
$119,000 are requested. The CIP adjustments total $48,000 and the Operating grant adjustments total $71,000.

$48,000 FY2022 Brownfields Grant — ES000053 Additional budget is needed to cover allowable expenses, mainly due to an unexpected
early influx of projects, allowing more work to be completed sooner than anticipated.

$8,000 EARTHQUAKE READY Grant — TR000281 Additional budget is needed to cover allowable expenses charged directly to PBOT for
anticipated personal services and internal materials and services costs.

$48,000 POWELL-DIVISION Grant - TR000284 Additional budget is needed to cover allowable expenses charged directly to PBOT under
BES project E10931. This project is for Preliminary design review and project assistance for stormwater management (green street) facilities
associated with TriMet's Division Transit Project (bus rapid transit).

$15,000 15-Bridge Replacement Grant - TR000320 Additional budget is needed to cover allowable expenses charged directly to PBOT for
anticipated personal services and internal materials and services costs.

Equity Impacts

The adjustments contained within this package are in support of grants awarded to BES and PBOT. Equity impacts are limited to the
purpose for which the grant was awarded and as a result, there are no changes.

Account Name 2022-23 SPRING Requested

Adj
Expense External Materials and Services 94,000
Internal Materials and Services 14,000
Personnel 11,000
Expense Sum: 119,000

2022-23 SPRING Requested

Account Name Adj

Revenue Intergovernmental 119,000

Revenue Sum: 119,000
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ES - Bureau of Environmental Services DP Type Non GF Contingency
Request Name: 17566 -Fund Level Adjustments

Package Description

The adjustments contained in this package are primarily to reflect recognition of new revenues and corresponding expenses as well as
release of cash funded reserves as part of refunding bonds. This is an annual adjustment the bureau does to manage the changing financial
landscape and adjust fund level expenses, transfers, and bond transactions among the bureau’s family of funds to support our long-term
planning.

Service Impacts

The primary adjustments in this package are for the upcoming issuance of the 2023 Sewer System Revenue and Refunding Bonds. The
changes resulting from the bond issuance include:

» Movement of $18.2 million from the 2013 Bond reserve to pay principal ($13.8 million) and interest ($4.4 million) expense on the bonds
being refunded.

* Recognize $1.5 million in bond proceeds to pay the same in costs of issuance. The costs of issuance being addressed as part of this
adjustment are underwriter fees and the Municipal Debt Advisory Commission fee associated with the bond issuance.

* $350K for payment of interest due on the line of credit that will be refunded with the bonds.

This package also includes recognition of about $2.9 million of interest earnings across the BES family of funds and will increase contingency
in each fund to ultimately offset future expenses.

Finally, this package includes an additional $300,000 to allow for payment of the Utility License Fee (ULF) should revenues come in higher
than expected for the balance of the fiscal year. This expense is offset by sewer/stormwater rate revenue that would be collected and
ultimately generate the higher ULF.

Equity Impacts

The adjustments contained within this decision package maintain core programs and equity considerations within the bureau’s capital and
operating programs.

Account Name 2022-23 SPRING Requested

Adj
Expense Contingency 2,642,000
Debt Service 20,050,000
Debt Service Reserves -18,200,000
External Materials and Services 300,000
Expense Sum: 4,792,000

Account Name

2022-23 SPRING Requested
Adj

Revenue Bond & Note Proceeds 1,500,000
Charges for Services 300,000
Miscellaneous 2,992,000
Revenue Sum: 4,792,000
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ES - Bureau of Environmental Services DP Type Non GF Contingency

Request Name: 17567 -New, Urgent, and Unforeseen

Package Description

The budget adjustments in this package reflect items that are urgent and were unforeseen when the FY 2022-23 Fall BMP was being
developed.

Service Impacts

The budget adjustments in this package include:

+ $5.92 million to fund the acquisition of property supporting efforts, in partnership with the City of Lake Oswego, to replace the Tryon Creek
Wastewater Treatment Plant as approved by Council in January 2023. The expense is partially offset by $1.87 million underspending in the
Cooperative Work Agreement with PBOT. The remaining portion is balanced with contingency.

« $535K fund level cash transfer from the Citywide Portland Harbor Reserve Fund to the Environmental Remediation Fund is being
recognized to reimburse prior year expenses that were not able to be reimbursed prior to the closing of fiscal year.

* $50k reduction to interagency services expected to be provided to the Portland Fire Bureau (PFB). Because PFB is using less services
than expected, BES is reducing the revenue expectations.

Equity Impacts

The changes contained in this package are in alignment with the equity considerations that developed the adopted and revised budget.
Although new, these adjustments are technical in nature and will have no changes to equity impacts.

Account Name 2022-23 SPRING Requested

Adj
Expense Contingency -4,103,000
External Materials and Services 6,458,000
Internal Materials and Services -1,870,000
Expense Sum: 485,000

2022-23 SPRING Requested

Account Name Adj

Revenue Fund Transfers - Revenue 535,000

Interagency Revenue -50,000

Revenue Sum: 485,000
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City of Portland
Spring BMP Deliverable No. 4 | Decision Package Update Report Run Date: 3/17/23

Bureau of Environmental Services Run Time: 10:27:20 AM

2022 Fall BMP | Decision Package No. 12,836 - Human Access Project

Package Description:

Service Impacts:

Equity Impacts:

Appropriation Details

Fund Transfers - Revenue $20,000
Total Revenue $20,000
External Materials and Services $20,000
Total Expense $20,000

Update Information

Status Date:

DP Status: Implemented
Amount Spent: $20,000
Percent Complete 100.00%

Implementation Status:

Funds for the Human Access Project were incorrectly added to BES in the FY 2021-22 Fall BMP. The funds were transferred to PBOT in
the FY 2021-22 Spring BMP.

Contract Status:

Recruitment Status:

Changes or Challenges:

Performance

Performance Discussion:

Performance Measure Name Intended Results Actual Results

no original intended results
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2022 Fall BMP | Decision Package No. 12,836 - Human Access Project

Package Description:

Service Impacts:

Equity Impacts:

Appropriation Details

Fund Transfers - Revenue $20,000
Total Revenue $20,000
External Materials and Services $20,000
Total Expense $20,000

Update Information

Status Date:

DP Status: Implemented
Amount Spent: $20,000
Percent Complete 100.00%

Implementation Status:

Funds for the Human Access Project were incorrectly added to BES in the FY 2021-22 Fall BMP. The funds were transferred to PBOT in
the FY 2021-22 Spring BMP.
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Business Area Projection Report

Bureau of Environmental Services - Fund 600

2022-23 SPRING

2022-23 February

2022-23 SPRING

% Projected Actuals

Major Object Requested Total Actuals YTD Projection to Requested Total
Capital Outlay $181,219,234 $54,070,299 $148,056,114 82%
Contingency $76,444,068 $0 $89,146,668 117%
Debt Service $6,379,684 $69,293 $6,379,684 100%
Debt Service Reserves $180,000 $0 $180,000 100%
External Materials and Services $106,326,635 $46,700,304 $101,200,000 95%
Fund Transfers - Expense $241,118,225 $85,152,996 $214,000,000 89%
Internal Materials and Services $53,805,249 $30,137,867 $52,600,000 98%
Personnel $97,555,283 $64,089,818 $94,756,400 97%
Sum: $763,028,378 $280,220,577 $706,318,866 93%

Major Object 2022-23 SPRING 2022-23 February 2022-2_3 SI?RING % Projected Actuals

Requested Total Actuals YTD Projection to Requested Total
Beginning Fund Balance $83,361,366 $0 $83,361,366 100%
Charges for Services $412,778,835 $236,004,213 $410,100,000 99%
Fund Transfers - Revenue $256,900,000 $109,875,123 $206,100,000 80%
Interagency Revenue $1,358,677 $730,264 $1,220,000 90%
Intergovernmental $237,500 $216,875 $237,500 100%
Licenses & Permits $1,821,000 $1,505,538 $2,100,000 115%
Miscellaneous $6,571,000 $1,756,713 $3,200,000 49%
Sum: $763,028,378 $350,088,727 $706,318,866 93%

Revenue Discussion

Total projected revenues of $706.3 million are estimated to be 93% of the Spring BMP budget, with the largest funding category, charges for
services, projected to be $410.1 million (99.4% of requested budget). The major source of funding within this category are residential and
commercial retail rate revenues with projected year-end total of $374.3 million, or 100% of the adjusted budget. The next largest source within
charges for services are Systems Development Charges (SDCs), with a projected total of $25.2 million (106%), which is made up of $21.7
million of cash receipts and $3.5 million of non-cash liens receivables. The remaining $10.6 million is split between wholesale contract
revenues ($5.0 million, 106%) for service provided to adjacent jurisdictions whose flow is treated by Portland, and other various fees, rents,
inspections, etc., totaling $5.6 million (117%); no Spring BMP requests are included within this category.

The next largest funding source in our projection is fund transfer revenues of $206.1 million (80%), of which $205.9 million is from the Sewer
Construction Fund to reimburse for direct CIP expenditures ($193.2 million, 83%), bureau overhead allocated to CIP projects ($12.6 million,
73%). No Spring BMP requests are included within this category.

License and permits are projected to be $2.1 million (115%) as development permit revenues have also benefitted from a stronger construction

economy than originally anticipated.

Interagency revenues are currently projected to be $1.22 million on a budget of $1.35 million (90%), as requests for Engineering Services

provided to PBOT are expected to be about 180% of budget. Coordinated Site Assessment and Materials Testing services are running nearly
half of budgeted amounts. However, due to large amounts of contaminated soils removal and disposal for other bureaus occurring later in the
year, Coordinated Site Assessment requested an additional $130,000 in spring BMP adjustments.

Finally, miscellaneous revenues, which includes gas sales, interest earnings, lien interest payments, surplus equipment sales and various other
miscellaneous items, are projected to be $3.2 million (49% of $6.5 million Spring BMP budget). This is due almost entirely to the delay in the
sale of Renewable Compressed Natural Gas (RCNG, $4.5 million budgeted), as the gas-processing portion of the project has not yet come
online. Lien interest payments together are projected to be 195% of budget ($341,000 of $175,000), while interest on investments are projected

to be 371% ($1.1 million of $310,000).
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Business Area Projection Report

Revenue Risks

The biggest risk to this revenue forecast is the impact on the economy of any recession or a renewed pandemic might have, as commercial rate
revenues and SDC'’s have been heavily impacted previously. Although the forecast does not specifically predict movement of the economy due
to a renewed pandemic, any significant change in closures and other state-mandated policies would have an impact in sewer service billings
and collections, as well as development-related income.

Expenditure Discussion

The expenditure projection is based on February year-to-date line-item actuals by fund using various methods of forecasting. Expenditures
within the Sewer Operating Fund are projected separately for operating and CIP expenses and combined for budget entry by major object code.
Total expenditures of $702.3 million are forecasted to be 95% of the revised budget of $737.7 million. Within this amount, total CIP
expenditures are projected to be approximately 81.7% of revised budget ($196.0 million out of $239.4 million), and operating expenditures
(excluding cash transfers and contingency) are projected to be 96% of revised budget ($191.2 million out of $200.9 million.)

Capital outlay is projected to be about 81.7% of revised budget, due mostly to delays in CIP projects causing lower than anticipated construction
costs (-$31.59 million, 81.8%). But delayed vehicle replacements (-$2.6 million, 64.9%) occur in the operating program as the purchase
process often takes over a year between the bureau’s request and actual delivery when Fleet charges the bureau, especially on larger
specialized purchases, resulting in having budget for new purchases not likely to be received and to re-budget prior year’s orders which hadn’t
been received. Within the CIP, the following projects account for the majority of under budget spending:

E10804 — CBWTP Organic Waste Receiving Facility (projected under budget by approximately $4 million): delay in submittal from third party
contractor has resulted in slowed construction progress.

E10649 — Digester Gas Combustion System Replacement (projected under budget by approximately $1.5 million): delays with consultant
design have pushed construction out significantly.

E11280 — Pump Station Improvement Program (projected under budget by approximately $12.2 million): delays in land use review process,
procurement delays, and consultant deliverables have postponed schedules.

E10807 — Inverness PS Force Main Systems Improvements (projected under budget by approximately $3.5 million): project has been rescoped
and combined into a much larger project to address force main conditions, which delay construction.

E10216 — Stark HSS-17 (projected under budget by approximately $4.5 million): significant winter weather events have delayed construction
activities.

E10368 — Sunnyside South Recon/GRST (projected under budget by approximately $3 million): significant winter weather events have delayed
construction activities.

E10500 — Phase 3 Pipe Rehab (projected under budget by approximately $4.2 million): unique challenges with existing infrastructure in
Southwest Portland. Work areas are in environmental zones and backyards, requiring additional permitting, public outreach, and easement
verifications. Additionally, the work area includes a high concentration of non-conforming sewers in the area.

E11352 — Phase 4 Small-Diameter Pipe Rehab (projected under budget by approximately $1.5 million): project is still in planning phase and will
not be delivered this fiscal year.

E10576 — Large Diameter Sewer Rehab (projected under budget by approximately $2.0 million): Large, technically difficult construction projects
that qualify for competitive procurement coupled with consultant underperformance have contributed to delays.

E08748 — Party Sewers (projected under budget by $2 million): staff shortages have resulted in design delays.

E11252 — NW 9th/NW Hoyt System Improvements (projected under budget by approximately $1.3 million): coordination with other projects in
the area has delayed construction but will result in more efficient delivery overall.

E11337 — Infor IPS Implementation (projected under budget by approximately $2.2 million): coordination issues with generating amendments
and gaining council approval have resulted in delays.

Based on current expenditure patterns, personal services are projected to be $94.7 million (98% of budget after Spring BMP adjustments),
reflecting approximately 5% average vacancy (on a dollar basis, rather than a position basis) throughout the year. Some of the vacancy
savings are offset by increased part-time employees, premium pay, strike related personal services expenditures, and wage-driven benefits and
taxes.

External materials and services are projected to be $101.2 million, which would have exceeded the revised budget of $100 million. This BMP
includes net additional appropriation of $6.3 million within the operating budget. No changes were made within the capital program (CIP). The
largest of these adjustments ($5.92 million within the operating budget) is for land acquisition costs associated with the potential Tryon Creek
Wastewater Treatment Plant upgrade or replacement. Also, within the operating budget, additional requests in utility license fees ($300,000)
reflect cautiously optimistic revenue projections and resultant utility license fee increases. Furthermore, additional requests in miscellaneous
expenditures of $80,000 and $45,000 are for unused fees on the 2022 Series A credit facility and potential Hatfield Fellow, respectively.
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Business Area Projection Report

Internal materials and services are projected to be $52.6 million (93.8% of budget after Spring BMP adjustment), with $1.9 million of the $4.1
million under-expenditure within the operating budget, the largest being projected in sewer repair services performed by PBOT (-$1.2 million),
and drainage inspection and cleaning (-$1.3 million), and sewer customer response (-$1.1 million), partially offset by over expenditure in sump
maintenance ($655,000) and street patching services ($649,000) .Within the capital program, charges from PBOT for sewer and storm
maintenance services (within multiple commitment items) are projected to be $1.7 million under budget (53%).

Fund transfer expenses are projected to be $214.0 million (88.7% of revised budget), which consists of $172.7 million (100%) transferred to the
Debt Redemption Fund to pay debt service on the bureau’s approximately $1.15 billion of outstanding revenue bonds, and $34 million to the
Construction Fund which will fund CIP projects until next fall's bond sale. Another $8.5 million goes to the General Fund for city overhead
services, and the remaining $740,000 pays a portion of the bureau’s debt service on Pension Obligation Bonds (POBs).

Debt service expenditures of $6.6 million in the Operating Fund represent direct principal and interest payments on the bureau’s remaining
portion of Pension Obligation Bonds ($4.4 million) as well as a debt issuance costs for the 2023 Series A bonds ($1.9 million).

Finally, the result of all projected revenues and expenditures equals fund contingency (i.e. estimated ending fund balance), which is projected to
finish the year at $89.1 million (117%), an increase from the actual beginning fund balance of $81.6 million. This amount consists primarily of
accumulated receivables, year-end billing and other accruals totaling $86.8 million.

Expenditure Risks

The largest expenditure risk is within the operating program if current projections, using 5-year historical trends, prove not to be the expenditure
pattern that occurs this fiscal year. If a larger percentage of expenditures occur in the remaining four months than projected, and revenues do
not meet projections, then the bureau would have to reduce its year-end transfer to the Construction Fund to maintain adequate cash and fund
balance going into the next fiscal year. This risk doesn’t exist regarding the CIP, which is reimbursed every month from the Construction Fund
from bond proceeds and accumulated non-bond cash and thus doesn’t impact net operating results.

Other Notes
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Business Area Projection Report

Bureau of Environmental Services - Fund 608

2022-23 SPRING

2022-23 February

2022-23 SPRING

% Projected Actuals

Major Object Requested Total Actuals YTD Projection to Requested Total
Contingency $13,874,607 $0 $14,677,197 106%
Debt Service $1,995 $0 $1,995 100%
External Materials and Services $6,974,893 $2,038,253 $6,850,360 98%
Fund Transfers - Expense $799,883 $745,194 $799,883 100%
Internal Materials and Services $2,051,219 $1,384,113 $2,031,219 99%
Personnel $883,490 $523,385 $736,216 83%
Sum: $24,586,087 $4,690,946 $25,096,870 102%

Major Object 2022-23 SPRING 2022-23 February 2022-2? SI?RING % Projected Actuals

Requested Total Actuals YTD Projection to Requested Total
Beginning Fund Balance $12,122,316 $0 $12,122,316 100%
Charges for Services $6,887,717 $5,048,874 $7,400,000 107%
Fund Transfers - Revenue $4,896,051 $1,389,137 $4,896,051 100%
Interagency Revenue $528,503 $360,716 $528,503 100%
Miscellaneous $151,500 ($251,793) $150,000 99%
Sum: $24,586,087 $6,546,933 $25,096,870 102%

Revenue Discussion

Charges for service revenues are projected to be $7.4 million, or 107% of budget, as Portland Harbor Superfund charges on the sewer bills are
projected to be $6.6 million, or 107% of budget. Rents and reimbursements within charges for services are projected to be $643,000, 100% of
budget.

Fund transfers — revenue represent reimbursements from the Portland Harbor Citywide Obligation Reserve Fund for certain tasks performed on
behalf of other City bureaus and Prosper Portland. Work is proceeding as anticipated in the budget resulting in the cash transfer revenue
projected to be 100% of Spring BMP budget. The bureau is increasing transfer revenues as a result of prior year expenses not being
reimbursed until the current fiscal year

Miscellaneous revenues are projected to be 99% of budget ($150,000) due to additional interest earnings on higher balances from lower
expenditures.

Revenue Risks

Any change in the economy due from recessionary impacts or any new COVID restrictions could impact actual Portland Harbor Superfund
charge revenues. Also, the reimbursement cash transfer from the Citywide Obligation Reserve Fund will be directly affected by how much of
these citywide expenditures occur.

Expenditure Discussion

Personnel services are projected to be 88% of budget after select vacancies were realized and filled during the fiscal year.

External materials and services are projected to be $6.9 million, 98% of the $7.0 million Spring BMP budget. Of this projected amount, $2.4
million (35%) is projected to be within the Citywide Obligations portion of the Portland Harbor program, $4.2 million (61%) is throughout the
Portland Harbor program as the program awaits EPA decisions regarding liability determination and plans for moving forward. Finally, the
remaining $0.3 million is for payment of utility license fees on the Portland Harbor Superfund charges and utilities at the Guilds Lake site (99%.)

The net projection for contingency/ending fund balance is $14.6 million, 106% of the budget of $13.7 million after Spring BMP adjustments. The
difference will likely be factored into the Portland Harbor Superfund charge calculations for FY 2023-24.

All other major object codes are expected to be within the 10% threshold.
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Business Area Projection Report

Expenditure Risks

The primary risk is the timing of projected expenditures and when they will materialize. Much of the external materials and services costs are
not uniform across the year but tend to be large payments at indeterminant intervals during the year, and which are dependent on external
decisions and actions outside of the bureau’s control.

Other Notes
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Business Area Projection Report

Bureau of Environmental Services - Fund 609

2022-23 SPRING

2022-23 February

2022-23 SPRING

% Projected Actuals

Major Object Requested Total Actuals YTD Projection to Requested Total
Debt Service $200,524,235 $77,761,249 $191,100,000 95%
Debt Service Reserves $37,104,917 $0 $23,299,772 63%
Sum: $237,629,152 $77,761,249 $214,399,772 90%
Maior Obiect 2022-23 SPRING 2022-23 February 2022-23 SPRING % Projected Actuals
J ) Requested Total Actuals YTD Projection to Requested Total
Beginning Fund Balance $41,304,918 $0 $23,299,772 56%
Bond & Note Proceeds $14,000,000 $0 $0
Fund Transfers - Revenue $181,794,234 $79,060,290 $190,750,000 105%
Miscellaneous $530,000 $317,819 $350,000 66%
Sum: $237,629,152 $79,378,108 $214,399,772 90%

Revenue Discussion

Total revenues of $214.4 million are projected to be at 90% of the budget of $237.6 million. Transfers from the sewer operating fund in total are
projected to be $172.7 million, or 95% of the budget of $181.7 million. This transfer is composed of $152.7 million from the Sewer Operating
Fund (96% of the budget of $159.3 million) and transfers from the SDC sub-fund of the Sewer System Operating Fund, which are projected to
be $20.0 million, or 89% of the budget of $22.4 million. A non-budgetary inner-fund transaction of $18.4 million will occur through reduction of
beginning fund balance (debt service reserve) reflected in fund transfers — revenue.

Miscellaneous sources are projected to be 277% of budget from interest earnings on the cash balances of debt service reserves.

Revenue Risks

Little risk exists for any revenues other than interest earnings and the projection of the City’s earnings rates through the end of the fiscal year.

Expenditure Discussion

Debt service expenditures of $191.1 million include $18.4 million of estimated debt service reserves used to refund the 2013 Series A refunding

issuance. Excluding debt service reserves, debt service expenditures of $172.7 million are projected at 100% of budget due to fixed

amortization schedules. After releasing the 2013 Series A reserve, the remaining combined required reserves will be $20.3 million or about
36% of budget. Additionally, general ending fund balance is projected to be about $3.0 million, which consists of primarily accrued interest
earnings and is reflected within debt service reserves. Finally, the budget includes $6.6 million of extra cash transfer revenue from the sewer
operating fund as cushion against SDC revenues coming in below the projected amounts. Total requirements of $214.4 million are projected to
be at 90% of the budget of $237.6 million, which reflect utilization of debt service reserves to refund the 2013A issuance.

Expenditure Risks

There is no risk to the expenditures as the debt service schedules are fixed until the next bond issue, which is slated to occur in May of FY
2022-23 with no debt service payments occurring until FY 2023-24.

Other Notes
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Business Area Projection Report

Bureau of Environmental Services - Fund 614

2022-23 SPRING

2022-23 February

2022-23 SPRING

% Projected Actuals

Major Object Requested Total Actuals YTD Projection to Requested Total
Contingency $345,210,215 $0 $334,860,215 97%
Debt Service $1,500,000 $0 $0
External Materials and Services $50,000 $0 $50,000 100%
Fund Transfers - Expense $251,700,000 $109,875,123 $190,500,000 76%
Sum: $598,460,215 $109,875,123 $525,410,215 88%

2022-23 SPRING

2022-23 February

2022-23 SPRING

% Projected Actuals

Major Object Requested Total Actuals YTD Projection to Requested Total
Beginning Fund Balance $131,470,215 $0 $131,470,215 100%
Bond & Note Proceeds $425,500,000 $71,408 $359,500,000 84%
Charges for Services $650,000 $1,059,914 $1,600,000 246%
Fund Transfers - Revenue $40,000,000 $0 $32,000,000 80%
Miscellaneous $840,000 $603,616 $840,000 100%
Sum: $598,460,215 $1,734,938 $525,410,215 88%

Revenue Discussion

Fund transfer revenues are the main income of the fund and are expected to be 80% of revised budget ($40.0 million), reflecting the current
projection of expected rate revenue, less than expected development charges, and greater than anticipated capital outlay. Additionally, larger
than anticipated expenditures in the Operating Fund for FY 2022-23 effectively reduced the anticipated cash available to transfer to the

Construction Fund.

Line and branch charges are expected to be 247% ($1.6 million) of the revised budget as a result of the improving construction economy.
Furthermore, interest earnings are expected to be 100% ($840,000) of the Spring BMP budget to reflect higher than anticipated interest
earnings on unspent bond proceeds. There are no other major object codes outside of the 10% reporting limits.

Bond and note proceeds are anticipated to be 84% of revised budget ($359.5 million), reflecting the current projection of debt funded CIP

expenditure over the next two fiscal years.

Revenue Risks

The primary risk to revenues is if the Sewer Operating Fund performs much worse than projected, thus not able to send the full amount of cash
contribution towards future capital improvement funding. If that occurs, it would likely require selling the next bonds earlier than planned, but
would not have a material impact on the future financial forecast. Very little risk exists for any revenues, other than interest earnings and the
projection of the City’s earnings rates through the end of the fiscal year.

Expenditure Discussion

Fund transfer expenses are the main expenditure of the fund and are expected to be 76% of the revised budget, reflecting the projection of
direct CIP project reimbursement ($177.9 million) and allocated project overhead charges ($12.6 million.) Debt Issuance costs for the 2023
Series A Bonds are expected to be 100% of budget after Spring adjustments.

Contingency is projected to be $334.8 million (97% of the Spring requested budget) due to reduced CIP reimbursements to the Sewer

Operating Fund.
Expenditure Risks

The largest risk is within CIP reimbursement transfers, which are dependent upon the progression of CIP projects in the Sewer Operating Fund.

Additional reimbursements could potentially move up the timing of subsequent bond issues, while fewer reimbursements would delay

subsequent bond issues.

Other Notes
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Business Area Projection Report

Bureau of Environmental Services - Fund 617

2022-23 SPRING

2022-23 February

2022-23 SPRING

% Projected Actuals

Major Object Requested Total Actuals YTD Projection to Requested Total
Contingency $133,255,287 $0 $133,255,287 100%
Fund Transfers - Expense $5,000,000 $0 $5,000,000 100%
Sum: $138,255,287 $0 $138,255,287 100%

Major Object 2022-23 SPRING 2022-23 February 2022-2_3 SI?RING % Projected Actuals

Requested Total Actuals YTD Projection to Requested Total
Beginning Fund Balance $126,505,287 $0 $126,505,287 100%
Fund Transfers - Revenue $10,000,000 $0 $10,000,000 100%
Miscellaneous $1,750,000 $1,052,699 $1,750,000 100%
Sum: $138,255,287 $1,052,699 $138,255,287 100%

Revenue Discussion

All revenues are projected to be within the 10% reporting guidelines.

Revenue Risks

Very little risk exists for any revenues other than interest earnings and the projection of the City’s earnings rates through the end of the fiscal

year.

Expenditure Discussion

Funds transfer expenses are expected to not be needed this year, as the projection of revenues, expenses, fund/cash balances and coverage
within the Sewer Operating Fund appears to be sufficient. BES maintains a $10 million of budgetary authorization to allow for operational
flexibility in the event funds need to be utilized. As no funds are expected to be utilized this year, contingency/projected ending fund balance

will increase from the beginning fund balance by the amount of interest earnings.

Expenditure Risks

The primary risk to this fund is with changes in the Sewer Operating Fund requiring the infusion of cash to maintain coverage or provide

cashflow.

Other Notes

Page 1 of 1



CAPITAL PROJECT STATUS






Capital Program Status Report

Bureau of Environmental Services

2021-22 2021-22 PY Percent  2022-23 2022-23  2022-23 Spring Spring
CIP Program Name Adopted Revised 2021-22 PY of Actuals  Adopted SPRING February Req. to Req. to
9 B dp t Budaet Actuals Variance to Revised B dp ot Requested Actuals Adopted Adopted %
udge udge udg Total YTD Variance Variance
Citywide Projects 750,000 750,000 527,611 -222,389  70.35% 750,000 750,000 517,869 0 0%
Collection System
Pumping 19,103,000 19,103,000 8,804,101 -10,298,899  46.09% 20,683,000 10,683,000 2,629,827 -10,000,000 -93.61%
Maintenance and
Reliability 0 0 463,814 463,814 0 0 971,304 0
Non-process Property
and Facilities 4,300,000 4,300,000 752,711 -3,547,289 17.5% 5,180,000 4,180,000 1,511,737  -1,000,000 -23.92%
Restoration and
Remediation 8,208,000 8,208,000 3,869,889  -4,338,111  47.15% 6,285,000 6,285,000 3,914,644 0 0%
Sanitary and Combined
Collection System 64,479,000 62,528,000 28,105,731 -34,422,269 44.95% 53,247,500 51,252,768 17,989,330 -1,994,732 -3.89%
Sewage Treatment
Systems 0 0 154,777 154,777 0 0 5,658 0
Stormwater
Management 13,767,000 14,303,000 11,408,761 -2,894,239 79.76% 17,415,000 14,962,000 4,028,131 -2,453,000 -16.39%
Support 3,900,000 3,900,000 1,964,599  -1,935,401 50.37% 5,800,000 4,300,000 790,131  -1,500,000 -34.88%
Surface Water
Management 593,188 593,188 0 1,120,286
Systems Development 0 0 290,952 290,952 0 0 313,148 0
Wastewater Resource
Recovery 102,271,000 103,671,000 90,828,626 -12,842,374 87.61% 130,015,000 147,009,732 48,430,553 16,994,732 11.56%




Capital Program Status Report

0 0 453,337 453,337 0 0 1,133,601 0

Sum: 216,778,000 216,763,000 148,218,099 -68,544,901 -31.62% 239,375,500 239,422,500 83,356,219 47,000

Current Year Variance Description




Capital Program Status Report

Capital outlay is projected to be about 81.7% of revised budget, due mostly to delays in CIP projects causing lower than anticipated construction costs (-$31.59 million,
81.8%). But delayed vehicle replacements (-$2.6 million, 64.9%) occur in the operating program as the purchase process often takes over a year between the bureau’s
request and actual delivery when Fleet charges the bureau, especially on larger specialized purchases, resulting in having budget for new purchases not likely to be
received and to re-budget prior year’s orders which hadn’t been received. Within the CIP, the following projects account for the majority of under budget spending:

E10804 — CBWTP Organic Waste Receiving Facility (projected under budget by approximately $4 million): delay in submittal from third party contractor has resulted in
slowed construction progress.

E10649 — Digester Gas Combustion System Replacement (projected under budget by approximately $1.5 million): delays with consultant design have pushed
construction out significantly.

E11280 — Pump Station Improvement Program (projected under budget by approximately $12.2 million): delays in land use review process, procurement delays, and
consultant deliverables have postponed schedules.

E10807 — Inverness PS Force Main Systems Improvements (projected under budget by approximately $3.5 million): project has been rescoped and combined into a
much larger project to address force main conditions, which delay construction.

E10216 — Stark HSS-17 (projected under budget by approximately $4.5 million): significant winter weather events have delayed construction activities.

E10368 — Sunnyside South Recon/GRST (projected under budget by approximately $3 million): significant winter weather events have delayed construction activities.
E10500 — Phase 3 Pipe Rehab (projected under budget by approximately $4.2 million): unique challenges with existing infrastructure in Southwest Portland. Work areas
are in environmental zones and backyards, requiring additional permitting, public outreach, and easement verifications. Additionally, the work area includes a high

concentration of non-conforming sewers in the area.

E11352 — Phase 4 Small-Diameter Pipe Rehab (projected under budget by approximately $1.5 million): project is still in planning phase and will not be delivered this
fiscal year.

E10576 — Large Diameter Sewer Rehab (projected under budget by approximately $2.0 million): Large, technically difficult construction projects that qualify for
competitive procurement coupled with consultant underperformance have contributed to delays.

E08748 — Party Sewers (projected under budget by $2 million): staff shortages have resulted in design delays.

E11252 — NW 9th/NW Hoyt System Improvements (projected under budget by approximately $1.3 million): coordination with other projects in the area has delayed
construction but will result in more efficient delivery overall.

E11337 — Infor IPS Implementation (projected under budget by approximately $2.2 million): coordination issues with generating amendments and gaining council
approval have resulted in delays.
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