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GENERAL FUND FORECAST OVERVIEW

Today, the City Economist is delivering the December General Fund Forecast for FY 2026-27. The release of the City’s
General Fund forecast is a significant milestone in the annual budget development process. The forecast sets the
starting point for the General Fund budget for both revenues and expenditures. However, it is just that: a starting
point. Both revenue and expenditure forecasts will continue to be updated throughout the process. This year, the
budget process will continue to evolve to align with the City’s new form of government. You can read more about
budget process changes in the technical guidance memo on the City Budget Office (CBO) website.

There are two changes in the upcoming budget process related to forecasting. First, under the prior form of
government, the City did not issue coordinated forecasts for all its major funds. The General Fund is a large and
important piece of the City’s financial picture, but there are others including the Transportation Fund, Development
Services (permitting) Fund, Portland Clean Energy & Community Benefits Fund (PCEF), and more. In February 2026,
CBO will publish forecast summaries for all major funds to provide a clearer picture of the City’s overall fiscal
outlook. That publication date will coincide with an updated General Fund revenue forecast (or short memo if there
are no material changes to the General Fund forecast). CBO and the City’s Chief Financial Officer are working
together to better coordinate Citywide forecasting and financial planning so there is clear and consistent information
about all revenue sources citywide.

Second, the expenditure forecast for the General Fund, known as the Current Allocation Level (CAL) forecast, has
lagged actual current service level cost increases, especially in the past five years. As a result, when the General
Fund forecast showed a gap, the true amount was understated, and when it showed a surplus, it was overstated. The
main reasons for the difference have been that:

1) Health insurance costincreases outpaced national medical inflation

2) Internal materials & services costs outpaced inflation, due in part to large investments such as the Portland
Building renovation

3) Collective bargaining agreements have increased wages and other personnel-related costs by more than the
assumed inflation rate projected by the Consumer Price Index (CPI); and

4) Alarge influx of one-time General Fund resources in the post-pandemic years encouraged allocation of
significant amounts of one-time funding for ongoing services, which left a gap between the appropriations
and the current service level requirements after that one-time funding was exhausted.
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https://www.portland.gov/budget/2026-2027-budget/development/preparation

This year, CBO has updated some of the CAL expenditure assumptions, including raising the health benefit increase
assumption per a budget note' that Council adopted in the FY 2025-26 budget, and updating some of the
assumptions related to projected Internal Materials & Services growth. Additionally, the Service Area Scenario
Budgets that will be released in February will include Current Service Level estimates that will show what the costs
would be of continuing to provide current services next fiscal year. That estimate will more clearly show the gap
between the CAL expenditure forecast and the Current Service Level forecast.

Even with this initial forecast release, it is clear that the City will have a large gap in the General Fund in FY 2026-27:
estimated in this forecast at $16.9 million ongoing and $50 million one-time, for a total of $66.9 million. As explained
above, that forecast gap estimate understates the true revenue shortfall for current service level requirements,
because there is at least $40 million of one-time General Fund resources supporting current services in the FY 2025-
26 budget, which does not include one-time grant funding such as the amount supporting shelter operations in the
current fiscal year.

In total, the General Fund is facing another very challenging forecast. The primary driver of the gap is lower forecasted
Business License Tax revenues, which are a volatile revenue source largely dependent on national corporate profits,
and subject to swings due to changes in national tax and economic policies, of which there have been many in the
past year. As the forecast shows, House Bill 1 (also known as the “One Big Beautiful Bill Act”) is responsible for a
forecast reduction of $32.6 million for FY 2026-27 budget development, which is the largest single reason for a
change to the General Fund forecast. Other decreases in the BLT outlook are responsible for another $14.4 million,
bringing total BLT reductions to $47 million in FY 2026-272. The City’s BLT has similarities to the Multnomah County
Business Income Tax and the State of Oregon’s Corporate Excise Tax, which are both facing reductions to their
forecasts. Historically slow growth in property taxes is another contributor to the gap. Property tax revenues are less
volatile than BLT, and most of the impact of slowed property tax growth has already been included in prior forecasts,
but the total impacts over the life of the forecast are large.

On a positive note, recent approval of the 2025 Parks local option levy provides some relief for Portland Parks &
Recreation. Additionally, the out-years of the five-year forecast show potential signs of slowing expenditure growth.
That slowed growth is premised on assumptions that: 1) Pension Obligation Bond costs will fall off in FY 2029-30
(certain); 2) PERS rate increases will be near zero in FY 2027-28 (high confidence), and 3) health benefit cost growth
will come back in line with national medical inflation (low confidence). That good news is tempered by the
expectation that Current Service Level costs will continue to rise by more than the CAL forecast with factors such
as nine collective bargaining contract negotiations occurring by the end of FY 2026-27, continuing legal obligations,
and the expiration of one-time General Fund resources supporting ongoing programs.

Through the FY 2026-27 budget process, City Council and the Mayor are expected to consider a wide variety of
potential solutions to fill this gap. The next step in the process is for the City’s bureaus, organized within service
areas, to provide budget scenarios as directed in the Mayor’s budget guidance. Those scenarios will be published in
February 2026, alongside five-year forecasts for all funds to provide a clear picture of the total gap to be closed in FY
2026-27 and potential options for doing so.

After the February budget report is released, the Mayor and City Council will have opportunities to discuss options
with bureaus and to gather more information, and in compliance with State Budget Law, the Mayor will issue the first
balanced budget of the year in the Mayor’s Proposed Budget on a target date of April 20, 2026. City Council may then
consider and adopt amendments through the Approved and Adopted budget hearings in May and June.

TFY 2025-26 Adopted Budget, Volume 1, page 96.

2This is partially offset by the forecast of an estimated $27 million in excess prior year taxes to be received in FY 2025-
26. However, if those payments had been received in FY 2024-25 there would have been no deficit in the FY 2025-26
Fall Technical Adjustment Ordinance.
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https://multnomah.granicus.com/GeneratedAgendaViewer.php?view_id=3&clip_id=3332
https://multnomah.granicus.com/GeneratedAgendaViewer.php?view_id=3&clip_id=3332
https://www.oregon.gov/das/oea/Documents/OEA-Forecast-1225.pdf
https://www.portland.gov/budget/documents/fy-2025-26-city-portland-adopted-budget-vol-1-city-summaries-and-bureau-budgets/download

30f6



	General Fund Forecast Overview

