Current Service Level Budget Report

OVERVIEW

This Current Service Level Budget Report provides an overview of the budgets for each of the City’s service
areas across all funds. It summarizes the projected costs of maintaining the current service levels from FY
2025-26 in FY 2026-27 and discusses the gap between those projected expenditures and revenues in each
fund. Additional detail about current service level budgets including 5-year financial plans, program offer
narratives, and a budget data file are available on the City Budget Office (CBO) website.

In December 2025, the City Budget Office (CBO) released the 5-year General Fund forecast, which showed a
total General Fund gap of $66.9 million in FY 2026-27. However, that forecast did not fully reflect Current
Service Level expenditures: as stated at the time it used “the Current Allocation Level (CAL) forecast, which
is likely significantly below the Current Service Level (CSL) forecast.” After that forecast was released, as
planned, CBO gathered information from service areas about their CSL expenditure forecasts. This Current

Service Level Budget Report provides information about Current Service Level expenditures citywide
compared to revenues within each City fund and service area.

This report does not include information about options for how these gaps could be closed. That information
will follow as the Mayor and City Council consider how to balance the budget for FY 2026-27. Importantly —
the gaps discussed in this report do not necessarily all represent budget reductions that need to be taken.
It will likely be possible to realign resources or recognize new revenues in the budget to help close gaps and
avoid taking some portion as reductions. Those realignments and new revenues will also be part of the
budget development conversation with City Council and the Mayor and are not reflected in the numbers
described here. This report reflects the status quo before any decisions are made to change funding for
any program.

The budget process will require balancing the budget for every fund in the City. In November, the Mayor
issued citywide guidance to bureaus and service areas to prepare reduction scenarios at different levels, so
that there would be a range of choices for ways to balance the budget. One reason for the guidance to
develop multiple scenarios was that we did not know at that time what the gap would be between Current
Service Level expenditures and forecasted revenues. So, rather than choosing a specific number and
directing across-the-board reductions, the Mayor’s guidance took the somewhat new and different approach
of developing scenarios.

This Current Service Level Budget Report is an important piece of information for the Mayor and City Council
in thinking about what options they want to pursue to balance the budget. The City has not previously
collected information on how much it would cost to do current year services in the following fiscal year as
part of the budget process. The Mayor directed this new approach to better describe the tradeoffs required to
balance the budget.

The Current Service Level gap in the General Fund is significant but roughly aligned to what we thought it
would be as of this fall, knowing that the Current Allocation Level expenses were significantly below the
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Current Service Level expenses. There is no change to the December General Fund revenue forecast
assumed in this report. The reason that the numbers are different is that the things they are measuring are
different. This report details the reasons for these differences.

The three most significant reasons for the overall gap between Current Service Level expenses and revenues
citywide are:

1. Expense growth outpaces economy-wide inflation. Certain categories of expenses within the City
have grown faster than those in the general economy, including health benefits, internal materials &
services (such as software and facilities like the Portland Building), and personnel costs above cost-
of-living adjustments (COLA).

2. One-time revenues available in the post-pandemic years supported ongoing expenditures.
Since FY 2021-22, Portland - like many Cities in the country — has experienced significant one-time
revenues, including from Business License Taxes and the American Rescue Plan Act. Some of those
revenues were used to support new and pre-existing programs, creating what has been called the
“fiscal cliff.” The City has been stepping down that fiscal cliff since FY 2022-23,2 but significant one-
time funding remains in the FY 2025-26 budget that supports ongoing services such as Fire and
Police staffing. That amount is not reflected in Current Allocation Level expenses, since Council has
not adopted them as ongoing, butitis in the Current Service Level expense forecast.®

3. Certain significant revenue streams are growing slowly or declining. In the General Fund,
depressed property tax growth hinders significant growth in overall discretionary revenues, while
Federal tax law changes favorable to companies reduced the outlook for Business License Taxes. In
other funds, the referral of the state gas tax bill (HB 3991) and parking revenue losses contribute to a
significant revenue shortfall in PBOT, while low permitting activity continues to depress permit fee
revenue.

The following sections of this memo include a fund-level summary of the General Fund gaps and a review of
the gaps for all funds within each service area. For additional information on Current Service Level budgets,
and all five-year financial plans visit the City Budget Office (CBO) website.

GENERAL FUND SUMMARY

The General Fund five-year forecast includes assumptions about cost increases as part of the Current
Allocation Level expenditure forecast. Cost increases assumed in the FY 2026-27 CAL include $11.3 million

1See the list on page 1 of this Letter from the Budget Director regarding the differences between Current
Allocation Level and Current Service Level expenses: https://www.portland.gov/budget/2026-2027-
budget/documents/letter-budget-director/download

2 See slide 38 of the presentation from the October 22, 205 City Council Work Session here.

3The City has an adopted financial policy on setting CAL, which states: “The CAL calculation shall be based
on the current Adopted Budget’s ongoing discretionary and overhead funding plus adjustments to include
any inflation factors, and Council-adopted ordinances directing the CBO to revise a bureau’s CAL
allocation.” Going forward, CBO expects to work with City Council, the City Administrator and the Mayor to
consider a revised financial policy on this topic.
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for COLA for all General Fund ongoing positions, $13.6 million for status quo health benefitincreases, and
$15.4 million for increases to external and internal materials and services based on inflation factors. As
discussed in the overview, CAL does not include the cost of programming that is supported by one-time
funding in the FY 2025-26 Adopted Budget and does not fully reflect cost increases in all categories.

The table below outlines the summarized gaps within the General Fund, specifically the difference between
projected General Fund discretionary revenues and projected expenses. The table includes expenses as
projected by CAL and under the Current Service Level method. The CSL amount includes CAL and adds more
expenses for things that would be needed to maintain current services.

This report does not make any assumptions about decisions that will be made to identify or generate
other revenues. The full amount of those Current Service Level expenses is included in the gap, even if there
are potential other funding sources for those expenses. For example, the CSL gap amount includes $53.6
million for alternative and overnight shelters that are operating in FY 2025-26 but for which the funding is one-
time in nature and will expire next year. Discussions are already occurring about options to fund those
programs that do not involve making reductions to other City services. The result of those discussions will be
reflected in the Mayor’s Proposed Budget.

FY 2026-27 Forecast
Forecasted Revenue/Expenditure (dollars in millions)
General Fund Discretionary Revenues $743.3°
Current Allocation Level Expenses $797.6°
Difference (Revenue-CAL) $(54.4)
Current Service Level Expenses $912.6
Difference (Revenue-CSL) $(169.3)

Shelter is not the only area of the City with expiring one-time funding in the FY 2025-26 budget. The following
table describes the reasons for the gap above the amount that was communicated in December 2025,
referred to as the “forecast gap.”

4 As discussed in the forecast, this amount includes an assumption of a 15% increase in the costs of status
quo benefit renewal plus an amount to rebuild the health fund reserves, which total to an increase of 22.7%.
See page 15 of the General Fund Forecast. (https://www.portland.gov/budget/2026-2027-
budget/documents/fy-2026-27-general-fund-forecast/download)

5 Note that this differs from the forecast amount that was published in the 5-year forecast by $13.6 million,
which was the amount of the shortfall that was estimated to occur in FY 2025-26. This report assumes that
the $13.6 million is addressed in FY 2025-26 rather than through the FY 2026-27 budget process.

8 This amount differs slightly from the CAL forecast due to some minor adjustments to CAL after the
December forecast was published.
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Reason for Gap Amount in Millions
General Fund revenue forecast reduction $54.4
Expenses above standard inflation $11.5
Amount needed to continue services with expiring one-time
funding $104.6

Sheltering $53.6

Other Portland

Solutions $12.7

Public safety $29.5

Risk fund

reimbursement $4.3

Other $4.5

Another area where there are ongoing programs supported by one-time revenues is public safety, which is
described more in the service area summaries section below.

The category of “expenses above standard inflation” shows the difference between service area CSL
expenses and the assumed inflation rates that are included in CAL, on which the 5-year forecast is built. The
most significant difference between CSL and CAL baseline expenditures is the growth in Internal Materials &
Services (IMS) costs.

IMS costs cover everything from fleet, facilities, and technology to risk insurance premiums and claims. The
City is updating its process for forecasting the costs of IMS through a 5-year window, but the new process
has not been fully implemented for FY 2026-27. In general, the mix of goods and services that the City pays
for through IMS rates is not well represented by standard inflation factors. For example, the City uses GIS
software to support many of its services, the cost of which has risen significantly, driving our costs up faster
than overall economic indicators. Moving forward, CBO plans to work on revised financial policy that
incorporates more accurate cost increase assumptions.

Another reason for the gap between expenses in CAL and CSL expenses is that the FY 2025-26 budget
assumed an ongoing reduction of 10% in enterprise administrative functions: Human Resources, IT,
Procurement, Budget & Finance, Communications, Equity, and Engagement. That 10% reduction was taken
out of bureau’s adopted budgets on an ongoing basis based on the estimated number of total staff that were
performing those functions in each bureau as of spring 2025. The process to identify and move forward with
specific position and contract reductions has taken longer than originally anticipated. Other than the
communications function, which began the process of reorganization sooner than the other functions, no
budgeted positions have been reduced from the budget. Reorganizations and reductions to other functions
are expected to be part of the Mayor’s Proposed Budget. At this stage, the costs are included in the Current
Service Level, which drives a gap in the bureaus that have taken an ongoing reduction but still have staff and
contract expenses in their budget.

Most of the difference between the forecast gap that was released in December and the Current Service
Level gap is that the forecast gap does not assume that anything with one-time funding continues into the
next year. Even outside of the sheltering programs, the total General Fund gap is $115.7 million. That
represents roughly 12% of the Current Service Level expenses. While this does not mean that balancing the
budget will require 12% reductions across the board, any place where a lesser reduction is taken must be



balanced with either increased revenue to the General Fund or larger reductions in General Fund expenses

elsewhere.

SERVICE AREA SUMMARIES

This section discusses the gaps between CSL expenses and revenues both inside and outside the General

Fund within each of the City’s service areas. The graphs below show the total size and relative funding levels

of the budgets for each of the service areas, as well as the gaps between CSL expenditures and revenues.

The sub-sections below provide more detail on each of the service areas.

Current Services Level Budget by Service Area ($ in
millions, % of total)
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Current Services Level Expenses (dollars in millions)
Funded Budget Gap Amount Total CSL Expenses
Service Area General | Non-General | General | Non-General | General | Non-General
Fund Funds Fund Funds Fund Funds
City Administrator
$220.31 $397.57 $71.42 $1.48 $291.73 $399.05
City Operations
$77.07 $1,034.07 $3.70 $0.00 $80.78 $1,034.07
Community & Economic
Development $75.43 $1,179.48 $4.22 $6.18 $79.66 $1,185.66
Electeds
$38.91 $0.00 $0.47 $0.00 $39.37 $0.00
Public Safety
$550.28 $62.51 $35.32 $0.22 | $585.60 $62.74
Public Works
$181.06 $4,552.14 $1.00 $42.05 $182.06 $4,594.19
Total $1,143.07 $7,225.77 | $116.13 $49.94 | $1,259.20 $7,275.71




CITY ADMINISTRATOR SERVICE AREA

Current Services Level Expenses by Bureau
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Current Services Level Expenses (dollars in millions)

Funded Budget Total Gap Amount Total CSL Expenses
General | Non-General | General | Non-General | General | Non-General
Bureau Fund Fund Fund Fund Fund Fund

City Administrator $20.44 $0.66 $66.87 $1.48 $87.31 $2.14
Fund and Debt
Management $113.98 $222.95 $0.00 $0.00 | $113.98 $222.95
Office of Community and
Civic Life $5.35 $0.00 $0.00 $0.00 $5.35 $0.00
Office of Equity $3.38 $0.00 $0.00 $0.00 $3.38 $0.00
Office of Government
Relations $3.02 $0.00 $0.05 $0.00 $3.06 $0.00
Office of the Chief Financial
Officer $50.57 $173.97 $4.51 $0.00 $55.08 $173.97
Office of the City Attorney $23.57 $0.00 $0.00 $0.00 $23.57 $0.00
Total $220.31 $397.57 $71.42 $1.48 | $291.73 $399.05

In the City Administrator service area, the bureaus and programs outside of Portland Solutions, which
include divisions within the Office of the Chief Financial Officer, have a total General Fund gap of $0.6
million. This is due to a combination of IMS expenses above assumed inflation and the 10% ongoing
reduction to enterprise administrative functions in the FY 2025-26 budget that has not yet been fully

implemented.

Portland Solutions’ CSL budget shows a total gap of $68.3 million spread across sheltering, the Impact
Reduction Program, Portland Environmental Management Office (PEMO), the Street Services Coordination
Team (SSCC), and support staff. The table below shows the breakdown of the CSL budgets in each of those

programs:




Portland Solutions Programs Ongoing Funded Budget Gap (dollars in millions) Total CSL Expenses
Alternative Shelter $0.00 $35.31 $35.31
Overnight Shelter $0.00 $19.85 $19.85
Impact Reduction Program $15.03 $0.30 $15.33
PEMO $2.62 $7.88 $10.50
sscc $0.00 $4.21 $4.21
Administration $1.02 $0.72 $1.74
Total $18.67 $68.26 $86.93

As discussed previously, discussions have already begun to identify strategies to repurpose or receive

additional funding to fill this gap. Including this amount in the gap does not imply that additional cuts will

be taken in the General Fund to fund these programs.

CITY OPERATIONS

Current Services Level Expenses by Bureau
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Current Services Level Expenses (dollars in millions)

Funded Budget Gap Amount Total CSL Expenses

General | Non-General | General | Non-General | General | Non-General
Bureau Fund Fund Fund Fund Fund Fund
Bureau of Fleet & Facilities $0.00 $272.29 $0.00 $0.00 $0.00 $272.29
Bureau of Human
Resources $18.81 $229.45 $1.72 $0.00 $20.53 $229.45
Bureau of Technology
Services $0.00 $162.31 $0.00 $0.00 $0.00 $162.31
City Budget Office $4.75 $0.00 $0.22 $0.00 $4.98 $0.00
Fire & Police Disability &
Retirement $0.00 $354.50 $0.00 $0.00 $0.00 $354.50
Office of City Operations $36.62 $14.19 $1.76 $0.00 $38.38 $14.19
Office of Community-Based
Police Accountability $8.13 $0.00 $0.00 $0.00 $8.13 $0.00
Special Appropriations $8.75 $1.34 $0.00 $0.00 $8.75 $1.34
Total $77.07 $1,034.07 $3.70 $0.00 $80.78 $1,034.07

The General Fund gap of $3.7 million in City Operations is primarily due to the 10% ongoing reduction in the
FY 2025-26 budget that has not yet been realized. The other driver is a gap in funding for security, which is

currently being paid for on a one-time basis from facility reserves but needs an ongoing fund source.

There is no non-General Fund gap within City Operations, but there are severalissues to note in the financial

plans for funds within the service area:

e Major maintenance for many City-owned facilities is underfunded compared to the industry

standard.

e The transition out of Kerby Garage and into the new Cutter Garage site presents opportunities for

upcoming decisions that could impact the City’s fleet costs. Kerby Garage remains a liability.

e The health fund reserve is entirely depleted. During the FY 2025-26 Fall TAO, City Council authorized
the first year of a three-year plan to rebuild the reserve beginning in FY 2026-27. That amount was
assumed in the CAL forecast. In the coming years, restoring the reserve will continue to put pressure

on the City’s expenses.
e The costs of the City’s self-funded health benefits plan continue to escalate. In FY 2026-27, CAL
assumed a 15% increase for status quo health benefits, which is likely to be sufficient to cover those

costs. However, in future years, if the costs continue to rise above inflation, that will drive a gap

above what is assumed in the 5-year forecast.




COMMUNITY & ECONOMIC DEVELOPMENT
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Current Services Level Expenses (dollars in millions)

Funded Budget Gap Amount Total CSL Expenses

General Non-General General Non-General General Non-General
Bureau Fund Fund Fund Fund Fund Fund
Bureau of Planning &
Sustainability $16.36 $738.01 $1.61 $0.00 $17.97 $738.01
Office of Community and
Econ Development $4.95 $37.27 $0.50 $0.00 $5.45 $37.27
Portland Children's Levy $0.00 $33.78 $0.00 $0.00 $0.00 $33.78
Portland Housing Bureau $42.79 $263.27 $0.00 $0.00 $42.79 $263.27
Portland Permitting &
Development $0.00 $103.99 $0.00 $6.18 $0.00 $110.17
Prosper Portland $11.33 $3.15 $2.12 $0.00 $13.45 $3.15
Total $75.43 $1,179.48 $4.22 $6.18 $79.66 $1,185.66

Community and Economic Development Service Area (CEDSA) has a General Fund gap of $4.2 million. Of
that, $3.4 is due to ongoing programs that are funded by one-time funding in FY 2025-26. The FY 2025-26

Adopted Budget includes an ongoing reduction of $2.1 million of General Fund resources for Prosper

Portland, which was backfilled on a one-time basis, creating a gap in their FY 2026-27 budget. The remainder
of the General Fund gap is due primarily to cost growth exceeding inflation (including IMS), and the 10%
ongoing reduction in the FY 2025-26 budget that has not yet been realized.

Outside of the General Fund, there is a gap of $6.1 million in Portland Permitting & Development (PP&D),
which is experiencing ongoing low revenue collections in FY 2025-26 as high interest rates, declining market

values for existing buildings, and lack of investor confidence in Portland. Large projects represent a

disproportionate share of permitting revenue. A lack of large project applications has resulted in a steady




draw on reserves in FY 2025-26.7 Low development levels are expected to persistin FY 2026-27 and FY 2027-
28. Revenue increases are expected in the subsequent three years of the five-year forecast. The $6.1 million
gap represents 5.8% of PP&D’s projected expenses and assumes no increases in fees. In addition to the $6.1
million gap in PP&D, there is a $3.8 million gap in transportation review permitting, which was recently
transferred to PP&D from PBOT. This amount is needed to fully fund the staff who conduct right-of-way
permitting for construction projects.

CEDSA also contains several large funds that do not have a gap, including PCEF and housing funds such as
the recently discussed Housing Investment Fund.® Since both of those funds are restricted, they cannot be
used to balance gaps in other funds without action from City Council to do so — and even then, there are
boundaries on how that could be done. As in other service areas, this report does not make any
assumptions about policy decisions that have not been made, including reallocating resources across
funds.

PUBLIC SAFETY

Current Services Level Expenses by Bureau
($ in millions, % of total)
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7In the FY 2025-26 budget, City Council voted on an amendment that instructed PP&D to retain 31 positions
that had been put forward for reduction and instead draw down reserves. PP&D reserves are equal to $13.98
million as of December 31, 2025.

8 https://www.portland.gov/hello/news/2026/2/6/city-administrator-memo-about-106-million-unbudgeted-
housing-funds-will-be

10


https://www.portland.gov/hello/news/2026/2/6/city-administrator-memo-about-106-million-unbudgeted-housing-funds-will-be
https://www.portland.gov/hello/news/2026/2/6/city-administrator-memo-about-106-million-unbudgeted-housing-funds-will-be

Current Services Level Expenses (dollars in millions)

Funded Budget Gap Amount Total CSL Expenses

General | Non-General | General Non-General | General | Non-General
Bureau Fund Fund Fund Fund Fund Fund
Bureau of Emergency
Communications $0.00 $40.74 $0.90 $0.22 $0.90 $40.97
Office of the Public Safety
DCA $23.96 $1.47 $9.79 $0.00 $33.75 $1.47
Portland Fire & Rescue $202.60 $9.82 $11.09 $0.00 | $213.68 $9.82
Portland Office of
Emergency Management $5.19 $2.71 $0.00 $0.00 $5.19 $2.71
Portland Police Bureau $318.54 $7.77 $13.54 $0.00 | $332.08 $7.77
Total $550.28 $62.51 $35.32 $0.22 | $585.60 $62.74

Public safety has the second largest General Fund gap behind Portland Solutions. There are continuing

structural problems in the public safety budget due to the use of one-time funding to bridge gaps between
expenses and General Fund revenues over the past five years. Of the total $35.5 million gap in Public Safety,
$31.1 million is due to the use of one-time revenues in FY 2025-26, the expiration of which creates a gap in FY
2026-27. The table below provides additional detail on the expiring one-time revenues within each of the

public safety bureaus.

Gap due to
Expiring One-Time
Funding (dollars in

Bureau millions) Details
Bureau of
Emergency This is the amount for 8 limited term dispatcher trainee positions, which

Communications $0.90 take 18-24 months to become fully certified.
$2 million would support 12 FTE in the Community Health Assess & Treat
(CHAT) program, which has been grant funded. $1.74 million supports re-
hiring retired firefighters under the Portland Fire Fighters Association
(PFFA) contract. Eligible employees may elect a one-year retire-rehire
extension with six months’ notice. The remaining ~$5.75 million supports
firefighter backfill overtime of approx. 276,000 hours that is required to
Portland Fire & maintain staffing for all stations and includes reasonable projections for
Rescue $11.09 separations and hiring.
This amount would fund backfill overtime necessary to maintain Portland
Police Bureau's current staffing targets. PPB projects the need for
approximately 215,000 hours of backfill overtime in the coming fiscal
Portland Police year under current service levels. This accounts for anticipated
Bureau $11.17 retirements, separations, and hiring timelines.
Office of the
Elé;t?otlc Safety This amount includes funding to maintain services for Ceasefire ($6.3
million), Office of Violence Prevention including Safe Blocks and Rose
(Community City Self Defense ($1.4 million), and the Focused Intervention Team
Safety) $7.91 Community Oversight Group (FITCOG) ($0.23 million)
Total $31.06
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The remaining General Fund gap of $4.5 million in public safety is due to a combination of IMS expenses
above assumed inflation and 10% ongoing reduction to enterprise administrative functions in the FY 2025-26
budget that has not yet been fully implemented. There is no non-General Fund gap within Public Safety.

PUBLIC WORKS
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Current Services Level Expenses (dollars in millions)
Funded Budget Gap Amount Total CSL Expenses

General | Non-General | General | Non-General | General | Non-General
Bureau Fund Fund Fund Fund Fund Fund
Bureau of Environmental
Services $0.00 $1,557.62 $0.00 $3.27 $0.00 $1,560.89
Office of Public Works $3.07 $0.22 $0.00 $0.02 $3.07 $0.24
Portland Bureau of
Transportation $0.00 $550.63 $1.00 $27.20 $1.00 $577.83
Portland Parks & Recreation $177.99 $323.82 $0.00 $7.70 $177.99 $331.52
Water Bureau $0.00 $2,119.84 $0.00 $3.87 $0.00 $2,123.71
Total $181.06 $4,552.14 $1.00 $42.05 | $182.06 $4,594.19

The Public Works Service Area operates primarily outside of the General Fund, though Portland Parks &
Recreation (Parks) receives roughly $81 million of General Fund, the third largest bureau allocation of
discretionary funding. Parks is unique in that it operates out of the General Fund but is roughly 45% funded by
the Parks Levy. The Parks shortfall is listed here as a non-General Fund (Levy) shortfall, but Levy and General
Fund resources are blended to support Parks so that the CSL gap is shown as impacting the Parks Levy.°

9 From FY 2023-24 Parks Levy Annual Report: “To maximize Parks Levy funds and deliver on the goals and
commitments of the Parks Levy, PP&R is using a leveraged model to fund levy-eligible costs. This means
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Parks is showing a shortfall of $7 million in the Levy, which represents the gap Parks would need to close in
FY 2026-27 to balance the fifth year of the Levy forecast. The Levy is not short in FY 2026-27 but would be $18
million short by FY 2030-31 if nothing were done to align expenditures and revenues before then. In
November 2025, Portlanders passed a new Parks Levy that generates $1.40 per $1,000 of assessed value.
This new Parks Levy has been incorporated into the forecast. Leading up to the sizing and passage of the
Parks Levy, Parks anticipated a positive balance in the final year of the new Parks Levy (FY 2031).

The main drivers for this decline in the forecast since the referral are as follows:

e Internal Service Funds: By FY 2032, IMS costs are projected to be $12.2 million higher than was
assumed in Parks’ June Financial Plan, which informed the projection for the Parks Levy.

o Health Benefits: Health benefit costs are expected to grow more quickly than was assumed in June,
resulting in a total of $6.8 million more required over the period of the forecast.

e General Fund Overhead: Parks’ expected required payments for citywide General Fund Overhead
are $1.75 million higher per year than were assumed in the June financial plan.

e Revenue forecast changes: The Parks Levy revenue forecast improved since June by $6.6 million
over the life of the Levy because of compression coming in lower than originally anticipated. That
improvement was partially offset by actual fee revenue coming in lower than anticipated.

The most significant driver of the worsening of the Parks’ forecast is an increase in IMS costs as a result of
incorporating a more realistic assumption of IMS growth into the forecast. Similar to other service areas, the
City has been inconsistent in making assumptions about IMS forecasts - see discussion in General Fund
summary above. Historically, non-General Fund funds have used inflation factors from CBO that did not
capture the full cost of IMS increases. Particularly in recent years, those costs have grown faster than
inflation factors, which means that IMS cost growth puts pressure on other expenses. These updated
assumptions more accurately reflect this likely growth, absent any policy choices to change course.

The largest gap in Public Works is in the Portland Bureau of Transportation (PBOT). PBOT’s deficit of $25
million in their General Transportation Revenues (GTR) represents 16.5% of those less restricted
transportation funds. The gap is due primarily to reduced distributions from the State Highway Fund (SHF)
that the Oregon Department of Transportation (ODOT) has recently told PBOT to expect.

Forecasted expenditures are mostly expected to increase over the forecast period in a manner consistent
with inflation. Revenues based on PBOT’s fee schedule (e.g., parking meters) are likewise expected to
increase at an inflationary rate. But GTR’s largest source, distributions from the SHF, are expected to decline
at a compound annual rate of 1.8% from $82 million in FY 2025-26 to $74.8 million in FY 2030-31. In the past
year, ODOT has revised its forecast of weight-mile tax revenue downward and its forecast of expenditures for
debt service and set-asides upward. These revisions reduce projected apportionments to cities, counties,
and even ODOT itself.

using the full allocation of General Fund resources and reserving Parks Levy funding to maximize its purpose
of supporting park operations and increasing services and activities. In practice, General Fund is used first
and then Parks Levy funding is spread across levy-eligible-services that support delivering on voter
commitments. This model preserves Parks Levy funding by making it the last money to pay for levy-eligible
costs. The result is a group of levy-eligible services across the bureau that all have an equivalent blend of
resources and are supported (partially) by the Parks Levy.”
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Additionally, outside of GTR, PBOT is facing a $2.2 million gap for streetcar operations due to a reduction in
TriMet contributions. PBOT also receives a small transfer of General Fund mainly for livability-related
activities. In the FY 2025-26 budget, PBOT received $1 million of General Fund on a one-time basis to
conduct removal and disposal of derelict RVs in the right-of-way. That amount is included in the General
Fund Current Service Level gap number for FY 2026-27 to maintain current operations.

The utilities — the Bureau of Environmental Services (BES) and the Portland Water Bureau (Water) — both
charge rates to customers to fund their operations. The “gap” concept in these bureaus is based on the
Mayor’s Budget guidance to show a scenario that maintains the rate increase for FY 2026-27 that was
included in their prior year forecast, released one year ago. As discussed in other bureaus, increases in
expenditures beyond expectations drove projected expenses in FY 2026-27 above what was forecast one
year ago, which results in a “gap” per the guidance. The gap for BES is roughly $3.3 million and for Water it is
roughly $3.9 million.
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