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Accounting Period 3 General Fund Financial Outlook
(August 29 to Sept. 25, 2002) (Issue Date: Nov.1, 2002)

Estimated Year-End General Fund Resources At RESOURCE RECAP
AP-3 are forecast to range from $344.8 million (LOW) to * IBIS Budgeted Resources............. $357,158,014
$359.6 million (HIGH). Estimated Council budget, period 3, * Resource Range....(High)................. $359,603,974
is $357.2 million.  This estimated budget is currently .........(Low).............. $344,827,505
about $8.5 million below Council's Adopted Budget and re- * Revenues At AP-3 (July 9)................. $30,540,738
flects budgeting of about $2 million in new grant reve-         Versus Year-Ago...UP............. 13.33%
nues as offset by the lower pension obligation bond debt         (*) Net of Short-Term Borrowing
service ($960,901) and improved General Fund cash NOTEWORTHY AT AP-3
balances which means that the Fund is able to avoid the *  Hotel/Motel Down -3.7 % vs. year-ago
issuance of $10 million in tax anticipation notes. Net reve- *  Utility License Up 22.1 % vs. year-ago
nues are nominally 13.3% ahead of year-ago but this is due *  Property Taxes Down -32.3% vs. year-ago
to early receipt of contract revenues and a $1.36 million

Estimated Year-End Resource Range FY2002-03
General Fund Financial Model

Figure 1-General Fund Resources, Year-End FY2002-03
The Bottom Line: Resources, year-end, are estimated to range from $344.8 million (Low)
to $359.6 million (High).  Budgeted resources are $357.16 million. Year-end expenditure esti-
mates range from $335.7 million (Low) to $342.8 million (High). Forecast year-end balance,
beginning FY2003-04 balance, is forecast at somewhere between $2.1 million (Low) to as
much as $23.9 million (High). The estimated year-end balance is currently $5.5 million.
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period one, one-time transfer, from Fleet. EXPENDITURE RECAP
* IBIS Budgeted Expenses............. $357,158,014

Property tax results for FY2002-03 have been published * Expense Range.....(High)............... $342,763,055
and the results are dismal.  Overall assessed value growth * ................................(Low)....................$335,674,550
came in at 2.4%, well below last Spring's growth forecast * Expenses At AP-3(*)................. $80,208,400
of 3.5%.  In addition, compression increased from 1.8% to         Versus Year-Ago..Up............ 2.2%
3.3% versus a forecast of 3.0%.  Revenues will be short         (*) Net of Short Term Borrowing
of budget by at least $2.5 million.  About $960,000 of this is NOTEWORTHY AT AP-3
assumed offset in year-end estimates by a reduction in *  Personal Services UP 1.4% vs. year-ago
pension obligation bond debt service.  It is likely that *  All M&S UP 8% vs. year-ago
discretionary resources will end this year somewhat below *  Capital Outlays DOWN -21.1% vs. year-ago
budget.  Additional fund balance, higher energy related
franchise fees, and lower pension obligation bond debt service are expected to offset most of the  pro-
perty tax and business license revenue shortfalls if the recession does not get much worse.

Discretionary revenue growth, net of the $1.4 million one-time transfer from Fleet appears to be about
2.3 percent and due almost entirely to above budget energy franchise fee receipts.

Parks' early fee revenues remain consistent with budget and are 3.5% ahead of year-ago. Other bureau
revenues also remain consistent with budgets through period 3.  Early fee and bureau revenues results
are surprising given a regional economy that continues to be mired in recession.

General Fund expenditures at AP-3 total about $80.2 million vs. last year's $78.5
million, up 2.2 percent versus year-ago.  Personal services expenditures at period 2 total about $53.5
million versus $52.3 million year-ago.  Spending remains brisk in the absence of COLA increases at Fire
      Year-End FY2002-03 Expenditure Range and Police.  Year-end expenditures are
             General Fund Financial Model currently pegged at about $216 million versus

and estimated General Fund budget of
about $219.5 million.  There is still too much
guess work here pending resolution of new
contracts for Police and Fire.

External materials and services spending
decelerated somewhat during period 3 and
expenditures are only 5.9% ahead of year-
ago versus the 9.2% registered in period 2.
Spending is still too strong relative to current
budget.  Internal materials and services
spending accelerated during period 3. They
are now almost 11% ahead of year-ago with
year-to-date expenditures about $730,000
above last year at period 2.  

Capital spending totals about $974,000 versus
$1.23 million year-ago.  Budget this year re-
mains at $1.156 million.  It is expected that
this budget will be expended by year-

Figure 2-General Fund Expenditures, FY2002-03 end.
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The Estimated Year-End General Fund Balance at AP-3 ranges from $2.1 (Low) to $23.9
million (High).  The wide range continues to reflect how early it is in the fiscal year as well uncertainty
surrounding Police and Fire compensation increases.  This continues to make it difficult to reasonably
estimate year-end personal services expenditures.  The estimated ending balance dropped from $7.9
million to about $5.5 million.  This is due mostly to a higher year-end expenditure estimate which is net
(of lower pension obligation bond debt service) about $2.5 million higher.  This in turn reflects early
spending strength across all three major categories: personal services, external materials and services,
and internal materials and services.  The ending balance Estimated Year-End Balance Range
estimate, like most of last year, is perilously close to zero Item Low High
when viewed from the perspective of what is possible in Resources................ $344,827,505 $359,603,974
terms of forecast accuracy. A small negative 1% variance Expenses................ $342,763,055 $335,674,550
in year-end revenues combined with year-end expenses End Balance $2,064,450 $23,929,424
just 0.5% higher easily wipes out a year-end $5.5 million  Ending Fund Balance Range
ending balance estimate.

Estimated Year-End General Fund Balance Range FY2002-03
General Fund Financial Model

Figure 3-Estimated General Fund Balance, Year-End FY2002-03

Portland Office Vacancy Rate Continues To Increase
The office vacancy rate in the downtown area  hit over 16% in the third quarter, up from 8%
in the same period last year, and only 3% two years ago. According to Cushman&Wakefield,
a real estate firm, during the first quarter of 2002, nationwide office vacancy rates for
downtowns rose to 13.2%, their highest level in five years. Faced with sluggish pace of
the regional economy, the managing director for Cushman&Wakefield, does not see a
rebound until the middle of 2003. One positive sign, however is that the average rental
rates decreased only slightly from $25.74 first quarter to $25.61 for class A space this quarter,
while the vacancy rate in the Sunset Corridor has risen to 40.3% from less than 7%
prior to the internet bust. Vacancy rates for the entire office market for all Portland area
classes is at 17.9%, and the average class A rental rate in the suburban market is $22.82.
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Table 1-General Fund Resources, FY2002-03
Through Estimated Revised

GENERAL FUND RESOURCE CATEGORY AP-3 Year-End Budget
INTERNAL REVENUES............................ 41000
  Service Reimbursements...................................................... $712,460 $19,398,883 $19,787,430
  Other Internal & Transfers-IN................................. $4,303,445 $24,593,569 $32,306,022
PROPERTY & LODGING TAXES 42100
  Property Taxes.......................................................... $33,350 $147,150,633 $148,075,294
  Lodging Taxes............................................................... $2,683,810 $10,276,413 $10,488,630
BUSINESS LICENSES, PERMITS.... 43000
  Business Licenses..................................................................$3,077,734 $42,216,859 $46,640,528

  Utility License/Franchise......................................... $13,138,763 $54,864,342 $51,610,095
  Other Permits.......................................................... $575,801 $1,778,711 $3,415,616
SERVICE CHARGES & FEES........................ 44000 $2,717,342 $11,602,099 $12,419,934
STATE, FEDERAL SOURCES............... 46000 $553,706 $8,715,682 $8,908,233
LOCAL SOURCES (Contracts)..................... 47000 $2,266,969 $8,613,185 $9,373,250
MISC. REVENUES & INTEREST.................... 49400 $534,902 $3,324,979 $4,838,260
TAX ANTICIPATION NOTES/Note Sales................ $0 $0 $0
BEGINNING FUND BALANCE........................................... $10,474,990 $10,474,990 $5,271,367
ENCUMBRANCE & CARRYOVER.........................................$3,549,961 $3,549,961 $4,021,888

GENERAL FUND RESOURCE TOTAL $44,623,233 $346,560,306 $357,156,547
Estimated Percent Of Budget Resources Realized 12.5% 97.0%

Table 2-General Fund Expenditures, FY2002-03
Through Estimated Revised

GENERAL FUND EXPENDITURES AP-3 Year-End Budget
Salaries & Wages....................................................... $36,024,401 $156,875,401 $162,306,162
Overtime....................................................................... $2,065,438 $8,631,007 $6,597,658
Benefits.......................................................................... $10,026,020 $36,478,577 $36,478,577
Premium & Part-Time................................................ $5,137,040 $13,822,331 $14,133,529
TOTAL PERSONAL SERVICES......................................... $53,252,899 $215,807,315 $219,515,926
Estimated Percent Of Budget Spent................................. 24.3% 98.3%

EXTERNAL MATERIALS & SERVICES........................... $12,191,610 $52,434,053 $58,320,405
Estimated Percent Of Budget Spent....................................... 20.9% 89.9%

INTERNAL MATERIALS & SERVICES............................ $8,049,285 $41,182,390 $42,859,200
Estimated Percent Of Budget Spent............................. 18.8% 96.1%

CAPITAL OUTLAY.............................................................. $974,120 $1,156,574 $1,156,574
Estimated Percent Of Budget Spent................................. 84.2% 100.0%

CONTINGENCY & UNFORESEEN.................................. $0 $3,250,000 $7,704,136
FUND CASH TRANSFERS............................................... $5,740,486 $27,227,433 $27,601,773
INVENTORY..................................................................... $0 $0 $0

GENERAL FUND EXPENSE TOTAL $80,208,400 $341,057,766 $357,158,014
Estimated Percent Of Budget Spent.................................... 22.5% 95.5%
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Table 3-General Fund Expenditures By Appropriation Unit, FY2002-03
Percent Of Year Gone 23.1%
Percent Year Left 76.9% Through Estimated Revised Percent

AU Description            AU# AP-3 Year-End Budget Spent
Police Bureau........................ 100 $29,010,248 $126,687,603 $127,997,784 22.7%
Fire Bureau......................... 124 $16,742,634 $65,414,645 $67,731,435 24.7%
Bureau Of Parks....................... 130 $10,276,253 $42,630,401 $42,423,706 24.2%
 Subtotal-Public Safety and Parks $56,029,135 $234,732,649 $238,152,925 23.5%
Commissioner #2 (Sten)                190 $160,422 NA $640,788 25.0%
Commissioner #4 (Vacant)            191 $21,390 NA $526,170 4.1%
Commissioner #3 (Saltzman)        192 $172,431 NA $667,831 25.8%
Commissioner #1 (Francesconi)   193 $167,260 NA $640,463 26.1%
Office Of The Mayor                       195 $316,053 NA $1,411,752 22.4%
Operating Contingency... 298 $6 $3,250,000 $5,704,136 NA
  Unforeseen Revenues.. 298 $0 $0 $2,000,000 NA
Other Cash Transfers............ 299 $5,740,486 $27,227,433 $27,601,773 20.8%
Office of Cable Com.................. 300 $331,514 NA $1,742,271 19.0%
Unused Line.......................................... $0 NA $0 NA
Office-Sus. Develop....................... 302 $313,469 NA $2,285,946 13.7%
Government Relations..              303303 $131,309 NA $765,478 17.2%
Office Of Man. & Fin..... 307 $5,017,930 NA $22,334,399 22.5%
Office Of City Attorney...... 312 $1,132,402 NA $5,019,582 22.6%
Business Licenses.............. 316 $782,182 NA $3,855,841 20.3%
Purchases & Stores............ 319 $30,883 NA $0 NA
 Stock Account..................... 325 ($24,989) NA $25,000 NA
City Auditor............................. 336 $1,559,917 NA $6,792,266 23.0%
Unused Line......................................... $0 NA $0 NA
Office Neigh. Involve............... 342 $1,306,155 NA $5,291,705 24.7%
Bureau General Svces............ 346 $0 NA $0 NA
Unused Line.......................................... $0 NA $0 NA
Special Appropriations............... 401 $3,646,193 NA $15,309,008 23.8%
Bureau Of Planning............. 510 $1,907,308 NA $7,349,854 26.0%
Bureau Com. Develop........ 540 $1,466,942 NA $9,040,826 16.2%
 Subtotal-All Other AUs......... $24,179,263 $109,380,162 $119,005,089 20.3%

General Fund Total-All AUs $80,208,398 $344,112,810 $357,158,014 22.5%

Table 4-Revenue and Economic Indicators
This table summarizes some basic revenue and economic indicators.  The onset of an economic slowdown
or financial trouble will be reflected by indicators that climb above the applicable "Concern Level."

FY2001-02 FY2001-02
Reserve Fund Usage Condition 4th Quarter 3rd Quarter Concern Level

Basic Revenue Growth (*) 0.8% 0.7% Below 3.0%
Portland Unemployment Rate 7.2% 8.5% Above 6.5%
Business License Revenue Growth -9.4% -6.4% Below 5.5%
Property Tax Delinquency Rate 5.8% 5.8% Above 8.0%
(*) Basic revenues include property taxes, transient lodgings taxes, business licenses, cigarette and liquor tax 

distributions, utility license/franchise fees, and interest income revenues, last 12 months compared to year-ago.
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