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Introduction

As Portland faces another difficult budget season, we have an opportunity to collaborate
with community partners and capitalize on our reforms. Our FY 2025-26 budget
demonstrated our newly restructured government’s ability to steer Portland onto an
increasingly sustainable financial path and restore a vibrant local economy. Within the
executive branch, my budget priorities will continue to focus on community health and
safety, fiscal responsibility and sustainability, operational excellence, community
engagement, and supporting the excellence and wellbeing of our City workforce.

Portland voters have been vocal in their support for green initiatives, improvements in
public safety, enhanced livability, and measurable progress on solving our housing and
homelessness crisis. Despite continuing economic headwinds that will likely result in
another year of General Fund gap, | am resolute in leading this organization in pursuing
those goals in FY 2026-27. As a high-performing organization, we will continue to make
difficult decisions by seeking out areas where expenditures have spiked without adequate
justification, or where promised program results were not realized.

As we discuss our budget, we must be thoughtful in differentiating between the General
Fund, non-general funds, and internal service funds. These funds have different purposes,
spending mechanisms, and restrictions. The economic underpinnings of several of these
funds have shifted due to long-term trends and short-term volatility, resulting in sluggish
revenue. As is the case for many peer governments, City funding from business-related
taxes was lower than projected in FY 2024-25, and projections for the current fiscal year
and next fiscal year remain uncertain. Downtown offices and other major commercial real
estate assets are undergoing an unprecedented reassessment, resulting in limited growth
in Citywide property tax revenue. Federal pandemic relief has ended, as have other one-
time General Fund resources. This “fiscal cliff” will be most acutely felt in vital public safety
services, including the Portland Police Bureau, Portland Bureau of Fire and Rescue,
Portland Solutions, and our violence prevention programs, which must be addressed as
part of our budget planning process.

The City of Portland’s FY 2026-27 budget process continues to evolve, supported by this
guidance. Given the significant unknowns and the fact that we await the December
General Fund Forecast, | have asked all bureaus to produce three scenarios for
consideration as part of budget development. To be good partners in the budget process,
City leadership and the public must know the true cost of the current service levels, the
impact of any cuts, and the tradeoffs inherent to this deliberative process.



Scenario Guidance

In support of this exercise, | ask that each bureau and program outline a high-level overview
of their priorities, both in terms of ongoing funding opportunities and expenditure
reductions, before any detailed proposalis brought forward. | expect to see thoughtful
prioritization within each service area, rather than spreading reductions evenly across
every program. These budget concepts will foster strategic conversations about key goals,
values, and priorities for FY 2026-27 and beyond.

Less than one year ago, the City received robust public input on prior budget reduction
concepts. While | expect additional community input over the coming months, service
areas should consider input received from the public and from City Council during
development of the FY 2025-26 budget process. | ask that service area teams bring forward
the most realistic, least painful cuts, and clearly outline service impacts to help leadership
and the community understand the tradeoffs of the difficult decisions ahead. “Defensive”
budget strategies that rely on public outcry to reverse decisions and restore funding will no
longer be accepted within the operational culture of the City of Portland. Instead, we will
clearly articulate what assets and services taxpayer funds purchase, and how those
services would change with a potential reduction in funding to make the more informed
decisions possible. | further call on bureaus and programs to look outside of ourselves to
peer cities. Do we meet or exceed high-performing standards, and if not, what changes
must we consider to achieve that goal?

General Fund

The primary revenue streams that provide resources to the General Fund —including
property taxes and business license taxes — are experiencing unusual levels of volatility,
producing uncertainty around the General Fund forecast. While it is possible that these
revenues may ultimately come in close to previous forecasts, it is prudent to anticipate
they will come in lower than prior expectations. As such, we should be preparing for
multiple potential General Fund scenarios. We also know the City will face the continued
reality of a gap in one-time resources for some General Fund programs that are expected to
be sustained.

To prepare for all potential scenarios and facilitate broader conversations about priorities
and options, | am directing that all service areas with bureaus that receive General Fund
dollars develop budget information to solve for the following three scenarios:

1. Status quo services: What would it costin FY 2026-27 to maintain “status quo”
levels of service? This scenario should not include bona fide increases in services.
However, there may be planned strategic service adjustments or reductions in line
with the FY 2025-26 Adopted Budget which can be assumed to go forward so long as
the origin and direct financial impact of these adjustments are made clear.



2. Minor expense reduction: What budget reductions would your service area make if
you had to reduce your current General Fund appropriations by 3% (recognizing that
the current appropriations are in some cases lower than the current service level)?

3. Significant expense reduction: What budget reductions would your service area
make if you had to reduce your current appropriations by 10%?

| am directing that bureaus collaborate within each service area, and that service areas
collaborate on a citywide basis through the City Administrator, Chief Financial Officer, and
City Budget Office to develop accurate, meaningful proposals that are clear and
comprehensible to the public and to City leadership.

These scenarios are not intended to indicate that every program will be cut by either 3% or
10%. Rather, having multiple options within each service area will allow me, City Council,
and the public to understand what different combinations of options might be feasible to
balance the City budget as a whole. Some reduction options could also be used to “buy
back” reductions that might otherwise need to be taken. | understand this guidance is
different from prior Mayor’s guidance, but | think it is necessary to change process to
facilitate a more open and transparent conversation around the budget in our City.

Other Funds

More than half of the City’s programs and services are paid for by resources outside the
General Fund. While these resources vary in stability and predictability, and are restricted
to dedicated programs or uses, many of these funding sources also face significant
headwinds relative to the City’s service expectations. The precise scope and size of
challenge within individual funds will differ from the General Fund, but the need to
understand the budget and forecast gaps, risks, and opportunities is similar.

I am directing bureaus with other major funds to develop three scenarios, the details of
which will vary based on the fund’s specific forecast. For each major fund, | would like to
see three scenarios:

1. Status quo services: What would it costin FY 2026-27 to maintain “status quo”
level of service, and how do forecasted expenses align to the associated current
revenue forecast over the next 5 years (i.e. what is the revenue “gap” to maintain
current services)?

2. Current revenue forecast: If the status quo scenario includes a gap, what budget
reductions or future trade-offs would you make if you had to reduce your service
level expenditures to align with currently forecasted revenues?

3. Rate reduction: For funds that charge rates either internally or externally, provide a
scenario for what budget reductions you would make if you had to reduce your
planned rates by 5% (accounting for required expenses such as debt service) in
each year of the forecast?



The City may also consider revenue increases to help close forecast gaps as part of the
broader budget and financial strategy; however significant tax or fee increases are not
being requested as part of this preliminary exercise.

Next Steps

Internal Development Process

In the coming weeks, the City Budget Office will provide technical guidance to bureaus and
service areas regarding the process and document details for scenario development based
upon this guidance. The scenario development process will also embed advice and
participation from an existing Budget Equity workgroup to ensure that equity measures are
folded into budget-related decision-making from the beginning and are considered
throughout the process. The City Budget Office will work with City financial leaders to
develop more detailed technical guidance document for service areas by December 1st.

In January 2026, | expect each service area to be prepared to discuss the proposals with
me, the City Administrator and the Chief Financial Officer. These discussions will facilitate
assembly of a report to the community in February that will include the scenarios and
potential service trade-offs, which will provide a common baseline to support broader
engagement and budget deliberation efforts. | also support additional service area budget
briefings or work sessions with City Council in advance of publication of this initial report,
based on the request and direction of Council.

As part of this process, | look forward to receiving proposals for the realignment of core
services —human resources, technology services, procurement, budget & finance, equity,
and engagement — as they align with the 20% reduction target set as part of the Adopted FY
2025-26 Budget. These efficiencies are vital to moving the City towards sustainable, high-
quality, and collaborative service models that strengthen efficiency, transparency,
responsiveness, and consistency - all of which will serve as the backbone of a high-
performing government.

Council and Community Engagement

The City’s Chief Engagement Officer is leading development of an engagement strategy
related to the budget and will support the administration on the implementation of that
strategy. | look forward to working with City Council on how community engagement can
best support them and their decision-making. | expect to gather input from community
partners and members of the public on initial budget concepts in February.

The City budget should be the result of a collaborative process between all stakeholders,
including the administration, City Council, and Portlanders. Throughout the budget
development process, | am committed to supporting meaningful community engagement
and to working closely with Councilors to share information and discuss priorities.



There is no question that the City continues to face significant challenges, but | am
encouraged by the progress | witnhess every day. | believe that, together, we canrise to the
occasion and identify budget solutions that reflect Portland’s priorities without
compromising long-term financial stability. | am grateful to be Mayor of a City where
elected officials, City employees, community partners, and all Portlanders have shared
passion for meeting the challenges we face and working in unison to move the City forward.
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