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Mayor’s Proposed Budget Notes

Business License Tax (BLT) Revenue Stabilization Reserve

The Business License Tax (BLT) is the City of Portland's most volatile major General Fund
revenue source. BLT collections are driven primarily by the net income of pass-through
entities and large national and multinational corporations, and are therefore highly sensitive
to national economic cycles, taxpayer behavior, financial market conditions, and federal tax
policy changes. Historically, BLT revenues have declined by as much as 15-20 percentin a
single fiscal year during economic downturns. BLT revenues now represent close to 30
percent of General Fund discretionary revenue and is projected to reach $220 million in FY
2026-27, making the General Fund increasingly exposed to the inherent volatility of this
revenue source.

The Council Approved Budget includes an set-aside amount of $3.5 million to a BLT
contingency reserve from a portion of the prior City Compensation Set-Aside (CSA) account
which is no longer needed for that purpose as the City transitions to a base budget that better
tracks current service levels and personnel cost projections. This initial BLT reserve funding
amount is equivalent to approximately 1.6% of projected FY2026-27 BLT collections.

Council directs the City Budget Office (CBO), in consultation with City Administrator and
Chief Financial Officer, to develop a proposal for a Business License Tax Revenue
Stabilization Reserve. The proposal should be modeled upon the similar and currently existing
Multnomah County Business Income Tax (BIT) reserve target of 15% and should be consistent
with reserve-related best practices and recommendations of the Government Finance
Officers Association (GFOA). The proposal shall be delivered to Council no later than the
adoption of the FY 2027-28 budget and shall include: (1) a recommended contingency target,
expressed as a percentage of projected annual BLT collections; (2) a phased transition plan to
build the BLT reserve to that target level over a period of three fiscal years (by FY2028-29) or
sooner; (3) rules governing how BLT collections above forecast are treated relative to the
reserve target and reserve funding when needed; (4) withdrawal criteria that specify the
conditions under which withdrawals from the BLT reserve are recommended to offset a BLT
shortfall, and (5) a recommended replenishment policy for when and how funds should be
replenished after withdrawals.
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Council Budget Notes

Councilor Avalos

Avalos 9 — Add Budget Note to provide legislative intent for Avalos 4

Status Amended? Disposition

Brought on dais No Vote failed

Council directs Portland Solutions, the City Administrator, and relevant Homelessness
Response System partners to evaluate opportunities to improve coordination, reduce
duplication, and clarify operational responsibilities between the City of Portland and
Multnomah County regarding homelessness response, shelter operations, outreach, and
public environment management.

The review should include:

an assessment of overlapping operational responsibilities between City and County
homelessness systems;

an evaluation of current shelter governance and contracting structures;

an assessment of cost-effectiveness and housing outcome performance across
shelter, outreach, IRP, PEMO, and public environment programs;

a feasibility analysis for transitioning certain shelter operations or shelter
administration functions to regional or County-led coordination structures;

strategies to preserve continuity of shelter access and participant services during any
future operational transitions;

recommendations for redirecting City resources toward upstream homelessness
prevention, housing stabilization, supportive housing acquisition, and permanent
housing exits;

and a timeline completed by 12/01/26 for Council review before development of the FY
2027-28 Proposed Budget.
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The intent of this budget note is to clarify the City’s role in the homelessness response system
and ensure that City resources are not overbuilding parallel homelessness management
infrastructure while underinvesting in housing stabilization and permanent exits.

Councilor Dunphy

Dunphy 2 — Save the Arts associated budget note

Directs the administration to use available underspending, including a projected $150,000 in
Council Operations, to refill the council transition funding in the Fall TAO based on the
updated projections of the need for funding at that time. Additionally, prioritize further
underspending in the Fall TAO to replace the remaining funding for Decision Package 26,935.

Councilor Green

Green 4 — Motion to Add Budget Note to provide legislative intent for
Green 1

Status Amended? Disposition
Pre-filed No Vote passed

Motion to Amend Attachment D and add a budget note

The purpose of Green 1 is to restore cuts to Portland Fire and Rescue that increase risks to life
safety and resiliency in areas in Northwest Portland and North Portland due to the elimination
of a fire engine at Station 22 and reduction of Advanced Life Support (ALS) teams. Given the
proximity of Station 22 to the Critical Energy Infrastructure Hub, the loss of the engine
introduces unacceptable risks to the communities adjacent to hub, while cuts to the ALS
units magnify that risk as the calls they respond to would require engines for dispatch
instead.

The amendment realigns $3.325 million in General Fund Discretionary from contingency, on a
one-time basis, to Portland Fire and Rescue to restore funding for one fire engine at Station 22
and one ALS team.

The City Administrator is required to identify cuts to personnel citywide affecting only the
following position classifications:
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e Manager1

e Manager 2

e Manager 3

e Deputy Director 1

e Deputy Director 2

e DeputyDirector 3

e Director1

e Director2

e Director3

e Deputy City Administrator

The purpose of drawing from contingency is to allow time for the City Administrator to identify
these cuts leading up to proposal of the Fall Technical Accounting (TAO) ordinance. The Fall
TAO shallinclude a cut proposal only among the positions described above that is no less
than $3.325 million. Prior to Council consideration of the cut proposal, the City Administrator
shall present at least one report, created in collaboration with employees and labor unions
with CBAs with the City of Portland, of the proposed cuts to Council no later than October 2",
2026.

Reports shall include:

e An Office/Bureau level analysis of how the proposed cuts will affect the span of
control, total staffing levels, and quantity of filled and vacant positions.

e Method for and quantity of engagement completed with frontline (hon-manager, non-
supervisor) employees whose work is implicated by management level positions
proposed to be cut, as well as perspectives collected through this engagement.

e Method for and quantity of consultation completed with recognized labor
organizations representing frontline employees whose work is implicated by management
level positions proposed to be cut, as well as perspectives collected through this
consultation.

e Summary of how any resulting change in capacity from cuts will be addressed through
the work of other supervisory and non-supervisory employees, inclusive of engagement
and consultation of frontline staff and their recognized labor representing organizations.

e Summary of positions considered for cut, but not included for proposed cut, including
explanation as to why positions were excluded from the proposal given to Council for
consideration.
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The purpose of this amendment, and the directions as laid out in this note, is to begin the
process of addressing the span of control challenges that have accumulated across the city’s
organizational structure prior to and at the start of the government transition.

As a beginning to this process, the following bureaus and offices are exempt from the cuts
proposal, to be considered through future Council action:

- Bureau of Environmental Services

- Portland Water Bureau

- Bureau of Emergency Communications

- Portland Fire and Rescue

- Portland Police Bureau

- Office of Community-Based Police Accountability
- Office of Equity and Human Rights

In summary, the legislative intent is to temporarily draw from contingency to allow for
continuity of core fire and medical emergency services, while providing adequate time for the
City Administrator to identify areas to cut in the management ranks of the enterprise to
provide the resources for the fiscal year for these restorations, and make available ongoing
resources for future fiscal years.

Green 6 — Motion to Add Budget Note to provide legislative intent for
Green 3

Filing Amended? Disposition
Pre-filed No Vote passed

Motion to Amend Attachment D and add a budget note
Legislative intent

Green 3 seeks to strengthen public safety and address systematic over expenditure in the
Impact Reduction Program (IRP), while mitigating both the environmental and human costs
the program creates. In the FY 24-25 budget the target was 4,000 campsite clearances
(sweeps) peryear, with 6,738 conducted. In the FY 25-26 budget the target remained at 4,000
sweeps, with 8,303 conducted by the IRP program. While the number of tents or campsites
downtown has been reduced, the number of people living unsheltered has only increased,
suggesting that people are now living without even basic shelter. Meanwhile, the net impactis
to move people around the city with a process that only further destabilizes them and makes
it more difficult to connect them with the stability and safety they deserve.
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Green 3reduces the IRP by $1 million and places the funds in a dedicated set-aside that is
not available for campsite clearances. Instead, the set-aside shall be used for basic hygiene,
public sanitation, and low-barrier workforce development programs For example, this set-
aside is envisioned to support funding things like installation and maintenance of public
bathrooms, free laundry services, free shower and hygiene services, litter collection and tent
side waste collection services, and low barrier job opportunities directly connected to the
delivery of those services. The funds shall be held in a dedicated account pending further
Council action as described below. The reduction to the IRP budget is intended to impact the
budget authority for campsite clearances alone and shall not be absorbed by other programs
in IRP.

Guidance for the $1 Million Set-Aside

Prior to the Council action that releases the funds for expenditure, the program design that
outlines allowable expenses, program structure, contracting, reporting and oversight
guidelines will be established through the Housing and Permitting Committee in coordination
with the City Administrator, experts in the field on evidence-based approaches, and
community members with lived experience.

Councilor Morillo

Morillo-Green-Novick 1 — Core Services Realignment Pause
associated budget note

This Budget Note accompanies the Morillo-Green-Novick 1 amendment appropriating $8.0
million to pause the Citywide Core Services Realignment by maintaining the 46.0 non-
manager, non-supervisor FTE identified for elimination through that process. The 46 FTE will
remain in their current bureaus, classifications, and reporting structures through fiscal year
2026-27.

This amendment will be offset in the following ways: $3,238,799 from the Business License
Tax Operating Reserve to backfill the cost of 18.0 FTE in the General Fund and 1.0 FTE in the
Bureau of Technology Services. The 27.0 other FTE in this package totaling $4,770,942 are
backed by several other non-general funds, which can draw from contingency to cover the
costs to their respective funds. These include: 10.0 FTE in the Transportation Operating Fund,
2 FTE in PCEF (Parks), 6.0 FTE in the Sewer System Operating Fund, and 9.0 FTE in the Water
Fund.

Part 1. Initial Disclosure Regarding the Covered Positions

Within forty-five (45) days of adoption of this Budget Note, and prior to the first quarterly
report required under Part 2, the City Administrator shall transmit to Council a position-by-
position disclosure for each of the 46.0 covered FTE. For each position, the disclosure shall
include:
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Bureau, program, classification, fund source, current reporting structure, and current
function;

A description of the work performed by the position, including the populations served, the
volume and frequency of the work, and any statutory, contractual, or court-ordered
obligations attached to the work;

The administration’s rationale for the position’s inclusion in the realignment, including any
inclusion criteria applied and the analysis that produced the inclusion determination;

The intended disposition of the position’s work under the proposed realignment;

Written criteria, if any, developed for any future evaluation of the position for
centralization, reclassification, or elimination;

The expected effects of the position’s elimination, transfer, or reclassification, including
operational consequences for the bureau and the populations served, compliance
consequences (including Title VI language access, ADA accessibility, procurement
compliance, reporting, and any other statutory or court-ordered duty), fiscal
consequences (including any new interagency or internal services charges to the bureau),
and consequences for any work that cannot lawfully be redistributed under existing
collective bargaining agreements; and

Whether the inclusion of the position in the proposed realignment was contested by the
affected employee, the affected bureau, a recognized labor organization, or another party,
with the substance of the contest, the response provided, and the disposition.

The disclosure shall also include two organizational charts for each materially affected
bureau, pre- and post- any realignment action approved in the FY 2026-2027 budget, with
each of the 46 FTE highlighted.

Part 2. Quarterly Reporting on the Realignhment Reconsideration During the Pause

Following the initial disclosure under Part 2, and because the future status of the covered
positions depends on the work undertaken during the pause, the Administrator shall report to
Council once each calendar quarter for the duration of the pause focused addressing, by
Service Area, the employee, bureau, and service area impacts of any realignment actions
approved during the FY 2026-2027 budget. Reports shallinclude the following:

An Office/Bureau level analysis of how each realignment process (i.e., Core, Embedded,
inclusive of all added, realigned, or cut positions), individually and cumulatively, has
affected the total staffing levels in each bureau, the number of filled and vacant positions
in each bureau, and the span of controlin each bureau.
Position-level service impact analysis completed for the covered positions and for any
other positions under consideration for centralization, reclassification, or elimination;
including how changes will affect frontline and non-supervisory staff throughout the
affected bureau/service area, as well as impacts on any critical civil rights and
compliance services including but not limited to Title VI, ADA accessibility, Tree Code
enforcement, and other city obligations;

8
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e Engagement undertaken with frontline (non-manager, non-supervisor) employees in
materially affected bureaus regarding the future of the covered positions and any
successor realignment proposal, including the form of engagement, the bureaus and
number of employees engaged, and the substance of the input received;

e Consultation undertaken with recognized labor organizations representing covered
employees, including but not limited to CPPW, LiUNA, AFSCME, PROTEC17, and IBEW,
with the form of consultation, the units consulted, and the substance of the input
received. Reports shall also include any collective bargaining impacts caused by the
proposed realignment;

e Foreachitem, the report shall indicate work undertaken, work completed, work
outstanding, and any decision not to undertake the work, with the reasoning for that
decision.

Part 3. Council Intent Regarding Future Appropriations

Council expresses its intent that future proposals for realignment or any analogous citywide
workforce centralization, shall contain: (i) the position-by-position disclosure described in
Part 1; (ii) the criteria for position selection or non-selection for inclusion; (iii) the position-
level service impact analysis; (iv) the fund-source legal review; (v) the civil rights and
compliance review; (vi) the collective bargaining impact analysis, with documented sign-off
from each affected bargaining unit on the bargaining steps taken; (vii) a documented record of
engagement with frontline employees and recognized labor organizations, including dissents
recorded; and (viii) a documented analysis of alternatives considered.

Part 4. Deliverable

The Administrator shall transmit to Council, in the same time and manner as the fall revenue
forecast work session, either (a) a successor realignment proposal informed by the work
referenced in Part 2 and reflected in the disclosure required under Part 1 and the reports
required under Part 2, or (b) a determination that no successor proposal is warranted, with
the analysis supporting that determination.

Update attachments B & C to reflect the changes.



