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No dealer, broker, salesperson or other person has been authorized by the City of Portland (the “City”) to give any information or to
make any representations, other than those contained in this Official Statement, and, if given or made, such other information or
representations must not be relied upon as having been authorized by the City. Bond Counsel’s review of this document is limited;
see “Legal Matters” herein. This Official Statement has been deemed final as of its date by the City pursuant to Rule 15c2-12 of the
Securities Exchange Act of 1934, as amended. In accordance with, and as part of, their respective responsibilities to investors under
the federal securities laws as applied to the facts and circumstances of this transaction, the Underwriters have reviewed the
information in this Official Statement but do not guarantee its accuracy or completeness.
All estimates and assumptions set forth herein have been made on the best information available and are believed to be reliable, but
no representations whatsoever are made that such estimates and assumptions are correct. So far as any statements herein involve any
matters of opinion, whether or not expressly so stated, they are intended merely as such and are not representations of fact.
Other than with respect to information concerning Financial Security Assurance (“Financial Security”) contained under the caption
“Bond Insurance” and Exhibit F “Municipal Bond Insurance Policy Specimen” herein, none of the information in this Official
Statement has been supplied or verified by Financial Security and Financial Security makes no representation or warranty, express or
implied, as to (i) the accuracy or completeness of such information; (ii) the validity of the 2005 Series A Bonds, or (iii) the tax
exempt status of the interest on the 2005 Series A Bonds.
This Official Statement does not constitute an offer to sell or the solicitation of any offer to buy, nor shall there be any sale of, the
2005 Series A Bonds by any person in any jurisdiction in which it is unlawful for such person to make such offer, solicitation or sale.
The 2005 Series A Bonds have not been registered under the Securities Act of 1933, as amended, in reliance upon a specific
exemption contained in such act, nor have the 2005 Series A Bonds been registered under the securities laws of any state.
In making an investment decision, potential investors must rely on their own examination of the City and the terms of the offering,
including the merits and risks involved. These securities have not been recommended by any federal or state securities commission
or regulatory authority. Furthermore, the foregoing authorities have not confirmed the accuracy or determined the adequacy of this
Official Statement. Any representation to the contrary is a criminal offense.
In connection with this offering, the successful bidder may over allot or effect transactions which stabilize or maintain the
market price of the 2005 Series A Bonds at a level above that which might otherwise prevail in the open market. Such
stabilizing, if commenced, may be discontinued, and if discontinued, then recommenced, at any time.

TABLE OF CONTENTS
INTRODUCTION .......................................................................................................................................................................... 1
THE 2005 SERIES A BONDS ....................................................................................................................................................... 1
DESCRIPTION............................................................................................................................................................................ 1
AUTHORIZATION AND PURPOSE.......................................................................................................................................... 1
FORM .......................................................................................................................................................................................... 2
MATURITY AND PAYMENT.................................................................................................................................................... 2
REFUNDING PLAN.................................................................................................................................................................... 3
ESTIMATED SOURCES AND USES OF BOND PROCEEDS .................................................................................................. 4
SECURITY FOR THE 2005 SERIES A BONDS......................................................................................................................... 6
SPECIAL OBLIGATION; PLEDGE OF NET REVENUES........................................................................................................ 6
RATE COVENANT..................................................................................................................................................................... 6
APPLICATION OF GROSS REVENUES ................................................................................................................................... 6
RATE STABILIZATION FUND ................................................................................................................................................. 7
RESERVE ACCOUNT ................................................................................................................................................................ 7
BOND INSURANCE ................................................................................................................................................................... 7
ADDITIONAL PARITY OBLIGATIONS................................................................................................................................... 8
SECOND LIEN SEWER SYSTEM REVENUE BONDS AND OTHER SUBORDINATE OBLIGATIONS ............................. 9
THE SEWER SYSTEM ............................................................................................................................................................... 10
SANITARY AND STORM COLLECTION SYSTEM .............................................................................................................. 10
INTERCEPTOR AND PUMP STATION SYSTEM .................................................................................................................. 11
SEWAGE TREATMENT PLANTS........................................................................................................................................... 11
THE BUREAU OF ENVIRONMENTAL SERVICES.............................................................................................................. 12
BUREAU ORGANIZATION..................................................................................................................................................... 12
SERVICES PROVIDED BY OTHER CITY BUREAUS ........................................................................................................... 14
UTILITY LICENSE FEE ........................................................................................................................................................... 14
MANAGEMENT PERSONNEL................................................................................................................................................ 14
REGULATORY AND LEGAL ENVIRONMENT.................................................................................................................... 16
REGULATORY CONSENT AND COMPLIANCE ORDERS.................................................................................................. 16
ADMINISTRATIVE ORDERS AND REGULATORY MATTERS AFFECTING THE CSO PROGRAM .............................. 16
REGULATORY REQUIREMENTS.......................................................................................................................................... 17
CAPITAL CONSTRUCTION AND FINANCING PROGRAM.............................................................................................. 21
CAPITAL PLANNING PROCESS ............................................................................................................................................ 21
FACTORS AFFECTING SEWER SYSTEM CAPITAL INVESTMENT.................................................................................. 21

CAPITAL IMPROVEMENT PROGRAM RESOURCES AND REQUIREMENTS................................................................. 22
FINANCIAL POLICIES AND PLANNING STANDARDS ..................................................................................................... 25
FIVE YEAR FINANCIAL PLAN .............................................................................................................................................. 25
FINANCIAL OPERATIONS POLICIES .................................................................................................................................. 25
POLICIES AND PLANS GOVERNING BOND ISSUANCE .................................................................................................. 25
ANNUAL DISCLOSURE INFORMATION .............................................................................................................................. 27
OVERVIEW OF FINANCIAL OPERATIONS ......................................................................................................................... 27
BUDGET PROCESS.................................................................................................................................................................. 27
INSURANCE ............................................................................................................................................................................. 28
PENSION PLANS...................................................................................................................................................................... 28
FUND ACCOUNTING SYSTEM.............................................................................................................................................. 30
HISTORICAL REVENUES AND EXPENDITURES ............................................................................................................... 31
USER CHARGE BILLING AND COLLECTION SYSTEM..................................................................................................... 33
OUTSTANDING SEWER SYSTEM DEBT.............................................................................................................................. 38
PROJECTED REVENUES AND EXPENDITURES ................................................................................................................ 40
ASSUMPTIONS ........................................................................................................................................................................ 40
USE OF RATE STABILIZATION FUND ................................................................................................................................. 40
COMPARISON OF MONTHLY RESIDENTIAL BILLS ........................................................................................................ 44
HISTORICAL AND PROJECTED RESULTS OF FINANCIAL OPERATIONS ..................................................................... 45
CITY ECONOMIC CHARACTERISTICS ............................................................................................................................... 48
POPULATION........................................................................................................................................................................... 48
INCOME .................................................................................................................................................................................... 49
EMPLOYMENT BY INDUSTRY ............................................................................................................................................. 51
DEVELOPMENT ACTIVITY ................................................................................................................................................... 54
AGRICULTURE........................................................................................................................................................................ 61
TRANSPORTATION AND DISTRIBUTION........................................................................................................................... 61
TOURISM, RECREATION AND CULTURAL ATTRACTIONS............................................................................................ 62
UTILITIES................................................................................................................................................................................. 64
HOUSING.................................................................................................................................................................................. 64
OTHER ECONOMIC FACTORS .............................................................................................................................................. 65
THE INITIATIVE PROCESS..................................................................................................................................................... 66
PROPOSED INITIATIVES WHICH QUALIFY TO BE PLACED ON THE BALLOT ............................................................ 66
MEASURE 37 WHICH APPEARED ON THE NOVEMBER 2004 BALLOT .......................................................................... 67
FUTURE INITIATIVE MEASURES......................................................................................................................................... 67
TAX EXEMPTION ...................................................................................................................................................................... 68
RATINGS ...................................................................................................................................................................................... 68
LEGAL MATTERS...................................................................................................................................................................... 68
LITIGATION................................................................................................................................................................................ 69
CERTIFICATE WITH RESPECT TO OFFICIAL STATEMENT ........................................................................................ 69
MISCELLANEOUS ..................................................................................................................................................................... 69
CONTINUING DISCLOSURE ................................................................................................................................................... 69
CONCLUDING STATEMENT................................................................................................................................................... 70
APPENDICES
A: SUMMARY OF PRINCIPAL PROVISIONS OF THE FIRST LIEN BOND ORDINANCE AND BOND
DECLARATION
B:AUDITED FINANCIAL STATEMENTS
C: LEGAL OPINION
D: CONTINUING DISCLOSURE CERTIFICATE
E: BEO SYSTEM
F: MUNICIPAL BOND INSURANCE POLICY SPECIMEN

OFFICIAL STATEMENT
OF THE
CITY OF PORTLAND, OREGON
RELATED TO
CITY OF PORTLAND, OREGON
$144,850,000
FIRST LIEN SEWER SYSTEM REVENUE REFUNDING BONDS
2005 SERIES A
INTRODUCTION
The purpose of this Official Statement is to set forth certain information concerning the City of Portland, Oregon (the “City”), the
municipally-owned sewer and stormwater drainage system of the City (the “System” or “Sewer System”), and the City’s First Lien
Sewer System Revenue Bonds, 2005 Series A (the “2005 Series A Bonds”), dated as of the Date of Delivery. The 2005 Series A
Bonds are secured by a first lien on and are payable out of the Net Revenues, as defined in City Ordinance No. 160276, as amended,
supplemented and clarified by subsequent ordinances (the “First Lien Bond Ordinance”), of the Sewer System on an equal and ratable
(parity) basis with $628,965,000 aggregate principal amount of outstanding bonds secured by the Net Revenues of the City’s Sewer
System (collectively referred to herein as the “Outstanding Parity Obligations” or the “First Lien Bonds”). The body of this Official
Statement briefly summarizes many of the provisions of the First Lien Bond Ordinance and does not purport to be complete.
Reference is made to Appendix A (Summary of Principal Provisions of the First Lien Bond Ordinance and Bond Declaration).
The 2005 Series A will be issued in accordance with City Ordinance No. 179183 (the “Ordinance”) adopted by the City Council on
April 20, 2005. The Ordinance authorizes the Debt Manager to execute a bond declaration (the “Bond Declaration”) to specify the
terms under which the 2005 Series A are issued and the administrative provisions that apply to the 2005 Series A, and to provide any
covenants that apply to the 2005 Series A that are not contained in the First Lien Bond Ordinance or the Ordinance.

THE 2005 SERIES A BONDS
DESCRIPTION
The 2005 Series A are special obligations of the City, payable solely from the Net Revenues of the City’s Sewer System, as more fully
described herein. The 2005 Series A do not constitute a general obligation of the City, and neither the full faith and credit nor the
taxing power of the City is pledged for payment of principal of, or premium, if any, or interest on the 2005 Series A. No recourse may
be had against any funds or assets of the City (other than the Net Revenues of the Sewer System) to enforce payment of any amounts
owing under or with respect to the 2005 Series A.
AUTHORIZATION AND PURPOSE
The 2005 Series A Bonds are being issued pursuant to Oregon statutes which authorize the City to refund its outstanding bonds and
are authorized by the Ordinance. The 2005 Series A are being issued to refund certain maturities of the Outstanding Sewer System
Revenue Bonds, 2000 Series A (the “2000 Series A Bonds”). Issuance of the 2005 Series A Bonds to refund the 2000 Series A Bonds
is subject to the approval of the City’s Refunding Plan by the Oregon State Treasurer. (See “REFUNDING PLAN” herein.) Proceeds
of the 2005 Series A Bonds also will be used to pay the premium for a municipal bond insurance policy and a municipal bond debt
service reserve insurance policy, and to pay costs of issuance. (See “Estimated Sources and Uses of Proceeds” herein.)
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FORM
The 2005 Series A Bonds will be issued in fully-registered book-entry only form without coupons in denominations of $5,000 or
integral multiples thereof. The 2005 Series A Bonds will be issued subject to the BEO System of registration, transfer and payment
operated by The Depository Trust Company, New York, New York (“DTC”), and will be subject in all respects to the rules,
regulations and agreements pertaining to such BEO System. In accordance with the BEO System, the 2005 Series A Bonds, when
executed and delivered, will be registered in the name of Cede & Co., as registered owner and nominee for DTC. One fully-registered
bond certificate will be issued for each maturity of the 2005 Series A Bonds, each in the aggregate principal amount of such maturity,
and will be deposited with DTC.
Purchasers of the 2005 Series A Bonds who are the Beneficial Owners thereof will not receive certificates evidencing their ownership
interests in the 2005 Series A Bonds. While Cede & Co. is the registered owner of the 2005 Series A Bonds (in such capacity, the
“Owner”) as nominee of DTC, it shall be treated in all respects as the sole Owner of the 2005 Series A Bonds and shall have the right
to exercise (in lieu of the Beneficial Owners of the 2005 Series A Bonds) all rights as Owner, including but not limited to the right to
give consents, the right to receive notices (including notices of redemption), and other rights conferred on owners of the 2005 Series A
Bonds under the Ordinance or applicable law. So long as the 2005 Series A Bonds are subject to the BEO System, all registrations
and transfers of beneficial ownership of the 2005 Series A Bonds will be made only through the BEO System. (See Appendix E for a
discussion of the BEO System.)
MATURITY AND PAYMENT
The 2005 Series A Bonds mature on August 1 of the years and in the aggregate principal amounts set forth on the inside cover page of
this Official Statement and will bear interest from the Date of Delivery. Accrued and unpaid interest on the 2005 Series A Bonds will
be due and payable semiannually on February 1 and August 1 of each year, commencing February 1, 2006.
So long as the 2005 Series A Bonds are subject to the BEO System, all payments of the principal of and interest on the 2005 Series A
Bonds shall be remitted by the Registrar and Paying Agent, currently U.S. Bank National Association (the “Paying Agent”) directly to
DTC. DTC, in turn, will be required to distribute such payments to DTC Participants, and the DTC Participants will be responsible
for ultimate distribution of such payments to the Beneficial Owners of the 2005 Series A Bonds. The City has no responsibility for the
distribution of any payments on the 2005 Series A Bonds by DTC to any DTC Participant or by any DTC Participant to any Beneficial
Owner, and shall have no liability whatsoever in the event of any failure by DTC or a DTC Participant to make any such distribution.
See “BOOK-ENTRY SYSTEM” in Appendix E herein.
OPTIONAL REDEMPTION OF 2005 SERIES A BONDS
The 2005 Series A Bonds are subject to redemption prior to maturity in whole or in part at the option of the City on any date on or
after August 1, 2015, in any order of maturity and by lot within a maturity, at the following prices, plus accrued interest and unpaid
interest thereon to the date fixed for redemption:
Redemption Price

Redemption Dates
August 1, 2015 through July 31, 2016
August 1, 2016 through July 31, 2017
August 1, 2017 and thereafter

102.00%
101.00%
100.00%

In the case of any redemption of less than all of the outstanding 2005 Series A Bonds, the City shall have the right to specify the
particular maturities to be redeemed and the aggregate principal amount of each maturity to be redeemed.
Selection of 2005 Series A Bonds for Redemption
While the 2005 Series A Bonds are subject to the BEO System, if less than all of the outstanding 2005 Series A Bonds of a particular
maturity are to be redeemed, DTC will select the particular 2005 Series A Bonds of such maturity to be redeemed.
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Notice of Redemption
So long as the 2005 Series A Bonds are subject to the BEO System, notice of any redemption shall be given by the Paying Agent only
to DTC in accordance with the agreement entered into among the City, the Paying Agent, and DTC. It shall be the sole responsibility
of DTC to give all notices of redemption to DTC Participants, and the DTC Participants, in turn, shall be responsible for giving such
notices to the Beneficial Owners. Neither the City nor the Paying Agent will be responsible for giving any notice of redemption to
any Beneficial Owner or any DTC Participant, nor shall the City or the Paying Agent be liable for any failure of DTC or any DTC
Participant to give any such notice as described above.
Effect of Redemption
While the 2005 Series A Bonds are subject to the BEO System, notice of any redemption shall be given by the Paying Agent only to
DTC in accordance with the agreement entered into among the City, the Paying Agent, and DTC. It shall be the sole responsibility of
DTC to give all notices of redemption to DTC participants, and the DTC participants, in turn, shall be responsible for giving such
notices to the beneficial owners. Neither the City nor the Paying Agent will be responsible for giving any notice of redemption to any
beneficial owner or any DTC participant, nor shall the City or the Paying Agent be liable for any failure of DTC or any DTC
participant to give any such notice as described above.
REFUNDING PLAN
A portion of the proceeds of the 2005 Series A Bonds will be placed in an irrevocable escrow fund to be held by U.S. Bank National
Association (the “Escrow Agent”) and invested in United States Government obligations maturing in amounts sufficient to pay the
principal of, interest on, and any redemption premium on the 2000 Series A Bonds. The accuracy of the mathematical computations
will be verified by Grant Thornton LLP.
The following table lists the outstanding bonds and maturities to be refunded with the proceeds of the 2005 Series A Bonds.
Table 1
CITY OF PORTLAND, OREGON
Refunding Plan for Outstanding Sewer System Revenue Bonds, 2000 Series A
CUSIP No.
736742
HJ9
HF7
HK6
HG5
HL4
HH3
Source:

Refunded
Maturity
8/1/2018
8/1/2018
8/1/2019
8/1/2019
8/1/2020
8/1/2020

Principal
Amount
$45,110,000
790,000
47,220,000
1,400,000
47,480,000
4,000,000

City of Portland.
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Redemption Date
8/1/2010
8/1/2010
8/1/2010
8/1/2010
8/1/2010
8/1/2010

Redemption
Price
100.00%
100.00%
100.00%
100.00%
100.00%
100.00%

ESTIMATED SOURCES AND USES OF BOND PROCEEDS
The anticipated uses of proceeds from the 2005 Series A are itemized in the following table:
Table 2
CITY OF PORTLAND, OREGON
Estimated Sources and Uses of 2005 Series A Bond Proceeds
Sources of Funds
Par amount of bonds
Cash contribution
Original issue premium
TOTAL SOURCES

$144,850,000.00
2,750,000.00
16,613,448.90
$164,213,448.90

Uses of Funds
Deposit to refunding escrow
Underwriter’s discount
Costs of issuance (1)
TOTAL USES

$163,037,012.86
337,134.76
839,301.28
$164,213,448.90

Notes:
(1)

Includes costs of bond insurance premium and surety bond premium.

Source: City of Portland.
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The following table presents the debt service on the 2005 Series A Bonds.
Table 3
CITY OF PORTLAND, OREGON
Debt Service on the 2005 Series A Bonds
August 1
2005
2006
2007
2008
2009

Principal
$
0
0
0
0
0

Interest
$
0
8,147,813
7,242,500
7,242,500
7,242,500

2010
2011
2012
2013
2014

0
0
0
0
0

7,242,500
7,242,500
7,242,500
7,242,500
7,242,500

7,242,500
7,242,500
7,242,500
7,242,500
7,242,500

2015
2016
2017
2018
2019

0
0
0
45,890,000
48,250,000

7,242,500
7,242,500
7,242,500
7,242,500
4,948,000

7,242,500
7,242,500
7,242,500
53,132,500
53,198,000

50,710,000
$144,850,000

2,535,500
$102,541,312

53,245,500
$247,391,312

2020
TOTAL

Source: City of Portland.
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Total
$

0
8,147,813
7,242,500
7,242,500
7,242,500

SECURITY FOR THE 2005 SERIES A BONDS
SPECIAL OBLIGATION; PLEDGE OF NET REVENUES
The 2005 Series A Bonds are special obligations of the City secured by a first pledge of and lien on, and payable solely from, the Net
Revenues of the Sewer System on an equal and ratable (parity) basis with the Outstanding Parity Obligations issued pursuant to the
First Lien Bond Ordinance and any additional Parity Obligations that may hereafter be issued pursuant to the First Lien Bond
Ordinance. The 2005 Series A Bonds do not constitute a general obligation of the City, and neither the full faith and credit nor the
taxing powers of the City is pledged for the payment of the principal of, premium (if any) or interest on the 2005 Series A Bonds. No
recourse may be had against any funds or assets of the City (other than the Net Revenues of the System) to enforce payment of any
amounts owing under or with respect to the 2005 Series A Bonds.
Under ORS 288.594, if a municipality is authorized by statute, or municipal charter to pledge its revenues, the pledge is valid and
binding from the time the pledge is made, the revenues so pledged are immediately subject to the lien of such pledge without physical
delivery, filing or other act, and the lien of such pledge is superior to all other claims and liens of any kind whatsoever.
See APPENDIX A herein with respect to the definitions of “Net Revenues,” “Gross Revenues,” “Operating Expenses,” and other
terms defined in the Ordinance, and principal provisions of the Ordinance.
RATE COVENANT
The City covenants for the benefit of the owners of the 2005 Series A Bonds that it will authorize, bill and collect fees and charges for
the use of the Sewer System and operate the Sewer System so as to produce Gross Revenues in such amounts that, after the funding of
Operating Expenses for each fiscal year in amounts sufficient to allow the City to be in compliance with its covenants, standards and
requirements relating to the operation and maintenance of the Sewer System, at least meet the following requirements:
•

Net Revenues (without adjustment for payments to or withdrawals from the Rate Stabilization Fund) in each fiscal year are
projected to be at least equal to the sum of all payments due under any Reserve Equivalent, plus all debt service due on
outstanding Bonds (including the proposed 2005 Series A Bonds) in that fiscal year; and

•

Net Revenues (after adjustments for payments to and withdrawals from the Rate Stabilization Fund) in each fiscal year are
projected to be at least equal to the sum of all payments due under any Reserve Equivalent, plus 1.20 times the debt service
due on all outstanding Bonds (including the proposed 2005 Series A Bonds) in that fiscal year. See “RATE
STABLIZATION FUND” below.

If Net Revenues in a fiscal year are insufficient to meet the requirements of the Rate Covenant, the City has covenanted with the
owners of the 2005 Series A Bonds to increase the rates, fees and charges of its Sewer System promptly so that Net Revenues are
projected to meet the requirements of the Rate Covenant.
APPLICATION OF GROSS REVENUES
As long as any 2005 Series A Bonds remain issued and outstanding, the First Lien Bond Ordinance provides that Gross Revenues
shall be used solely to pay the following amounts in the following order of priority:
1.

to pay Operating Expenses of the Sewer System which are then due (other than payments to the Rate Stabilization Fund) and
any rebate of earnings on nonpurpose obligations in which the gross proceeds of 2005 Series A Bonds are invested which is
required to be paid under Section 148(f) of the Internal Revenue Code of 1986, as amended;

2.

to make payments to the Redemption Fund required by the First Lien Bond Ordinance;

3.

to make any payment required under a Reserve Equivalent, including any amounts due under a financial guaranty or other
agreement executed in connection therewith;

4.

to make payments to the Reserve Account required by the First Lien Bond Ordinance;
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5.

to pay bonds secured by a subordinate pledge of and lien on the Net Revenues of the Sewer System (the “Second Lien
Bonds”) and any other costs or expenses relating to the Sewer System, and

6.

to make payments to the Rate Stabilization Fund.

RATE STABILIZATION FUND
Under the First Lien Bond Ordinance, the City has established the Sewer System Rate Stabilization Fund. Amounts may be
transferred to the Sewer System Rate Stabilization Fund from Gross Revenues of the Sewer System at any time. The City has
established a practice of annually budgeting specific amounts of deposits to and withdrawals from the Sewer System Rate
Stabilization Fund and expects to make such transfers and withdrawals during the current fiscal year based on Sewer System financial
performance. It is the intent of the City to use such deposits and withdrawals to smooth the flow of Net Revenues of the Sewer
System on a year to year basis to minimize the size of required Sewer System rate increases in each year. For purposes of calculating
Net Revenues, deposits into the Rate Stabilization Fund are treated as Operating Expenses in the year in which they are deposited, and
withdrawals from the Rate Stabilization Fund are treated as Gross Revenues in the year in which they are withdrawn. (See
“PROJECTED REVENUES AND EXPENDITURES -- USE OF RATE STABILIZATION FUND” herein.)
RESERVE ACCOUNT
The 2005 Series A Bonds are additionally secured by a pledge of the City to maintain a Reserve Account at a level equal to the
Required Reserve (as defined in the First Lien Bond Ordinance) which is the lesser of the maximum annual debt service on all
Outstanding Parity Obligations determined as of the date of issuance of any additional Parity Obligations, 125 percent of the average
annual debt service on the Outstanding Parity Obligations, or ten percent of the proceeds of all series of sewer system revenue bonds
any portion of which is outstanding. Reserve Equivalents are treated as deposits in the Reserve Account. Reserve Equivalents include
insurance policies or letters of credit issued respectively by a municipal bond insurance company or a commercial bank. If the balance
in the Reserve Account falls below the Required Reserve, the City pledges that the balance will be replenished from Net Revenues in
proportionate monthly payments so that the Required Reserve is reestablished within twelve months from the date of any deficiency.
The City has previously acquired Reserve Fund surety bonds qualifying as Reserve Equivalents under the First Lien Bond Ordinance
and the related Supplemental Ordinance for each of its previous issues of the Outstanding Parity Obligations. The available amount
under each of these Reserve Equivalents is in an amount sufficient to meet the Required Reserve for the issue of Outstanding Parity
Obligations to which such Reserve Equivalent relates. The City expects to acquire a Reserve Equivalent for each Series of the 2005
Series A Bonds.
Reserve Equivalent for the 2005 Series A Bonds
Application has been made to Financial Security Assurance Inc. for a commitment to issue a surety bond for the 2005 Series A Bonds
(the “2005 Series A Bond Reserve Equivalent.”). The 2005 Series A Bond Reserve Equivalent will be held by the Paying Agent in
the Debt Service Reserve Account and is provided as an alternative to the City depositing funds equal to the Required Reserve for
outstanding 2005 Series A.
BOND INSURANCE
Bond Insurance Policy
Concurrently with the issuance of the 2005 Series A Bonds, Financial Security Assurance Inc. (“Financial Security”) will issue its
Municipal Bond Insurance Policy for the 2005 Series A Bonds (the “Policy”). The Policy guarantees the scheduled payment of
principal of and interest on the 2005 Series A Bonds when due as set forth in the form of the Policy included as an exhibit to this
Official Statement.
The Policy is not covered by any insurance security or guaranty fund established under New York, California, Connecticut or Florida
insurance law.
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Financial Security Assurance Inc.
Financial Security is a New York domiciled financial guaranty insurance company and a wholly owned subsidiary of Financial
Security Assurance Holdings Ltd. ("Holdings"). Holdings is an indirect subsidiary of Dexia, S.A., a publicly held Belgian
corporation, and of Dexia Credit Local, a direct wholly-owned subsidiary of Dexia, S.A. Dexia, S.A., through its bank subsidiaries, is
primarily engaged in the business of public finance, banking and asset management in France, Belgium and other European countries.
No shareholder of Holdings or Financial Security is liable for the obligations of Financial Security.
At March 31, 2005, Financial Security's total policyholders' surplus and contingency reserves were approximately $2,321,918,000 and
its total unearned premium reserve was approximately $1,672,672,000 in accordance with statutory accounting principles. At March
31, 2005, Financial Security's total shareholder’s equity was approximately $2,726,667,000 and its total net unearned premium reserve
was approximately $1,356,678,000 in accordance with generally accepted accounting principles.
The financial statements included as exhibits to the annual and quarterly reports filed by Holdings with the Securities and Exchange
Commission are hereby incorporated herein by reference. Also incorporated herein by reference are any such financial statements so
filed from the date of this Official Statement until the termination of the offering of the 2005 Series A Bonds. Copies of materials
incorporated by reference will be provided upon request to Financial Security Assurance Inc.: 350 Park Avenue, New York, New
York 10022, Attention: Communications Department (telephone (212) 826-0100).
The Policy does not protect investors against changes in market value of the 2005 Series A Bonds, which market value may be
impaired as a result of changes in prevailing interest rates, changes in applicable ratings or other causes. Financial Security makes no
representation regarding the 2005 Series A Bonds or the advisability of investing in the 2005 Series A Bonds. Financial Security
makes no representation regarding the Official Statement, nor has it participated in the preparation thereof, except that Financial
Security has provided to the Issuer the information presented under this caption for inclusion in the Official Statement.
ADDITIONAL PARITY OBLIGATIONS
The First Lien Bond Ordinance permits the City to issue additional Parity Obligations to provide funds for any purpose relating to the
Sewer System which is authorized by law, including, but not limited to, financing the construction of new wastewater facilities,
repairing and improving existing wastewater facilities, or refunding outstanding bonds. All additional Parity Obligations issued in
accordance with the terms and conditions of the First Lien Bond Ordinance will be secured by a first lien on, and will be payable out
of, the Net Revenues of the System on an equal and ratable (parity) basis with the 2005 Series A Bonds and the Outstanding Parity
Obligations heretofore issued. Among others, the First Lien Bond Ordinance imposes the following conditions that must be met prior
to the issuance of any additional Parity Obligations.
The City shall cause to be filed with the City Auditor a certificate of a qualified engineering, auditing or other consulting firm
experienced in the preparation or review of financial forecasts and reports of municipal utility operations, to the effect that both:
1.

the Net Revenues (without regard to payments to or withdrawals from the Rate Stabilization Fund) for 12 consecutive
months during the 18 months preceding the issuance of the 2005 Series A Bonds are not less than 1.00 times maximum
annual debt service on all outstanding Bonds and the 2005 Series A Bonds; and

2.

the Net Revenues, as projected for each of the next ensuing three fiscal years (including any planned rate increases which
may be considered under the provisions of Section 1.L of the First Lien Bond Ordinance) are not less than 1.20 times the sum
of: Actual Debt Service on all outstanding Bonds in each respective fiscal year; plus, average annual debt service on the
2005 Series A Bonds.

For purposes of (1) above, Net Revenues for the 12 month period in question may be adjusted to take account of any rate increases
that have been adopted by the City prior to the issuance of the additional Parity Obligations in question as if such rate increases had
been in effect throughout such 12 month period. Any proposed rate increases included in the calculation of Net Revenues for
purposes of this additional Parity Obligations test under (1) above need not be in effect when the additional Parity Obligations are
issued if the City Council has taken action to formally adopt such proposed rate increases.
The City may issue Parity Obligations to refund Outstanding Parity Obligations without delivering the certificate described above, or
meeting certain other general requirements for the issuance of additional Parity Obligations, if the debt service on the Parity
Obligations does not exceed the debt service on the refunded Parity Obligations in any year by more than $5,000.
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SECOND LIEN SEWER SYSTEM REVENUE BONDS AND OTHER SUBORDINATE OBLIGATIONS
In 2003, the City issued two series of Second Lien Bonds, including $88,370,000 of fixed rate bonds and $150 million of auction rate
securities. As of May 1, 2005, a total of $235,015,000 of these Second Lien Bonds were Outstanding.
The First Lien Bond Ordinance does not limit the amount of bonds, notes or other obligations that the City may issue with a lien on
and pledge of Net Revenues that is subordinate to the First Lien Bonds.

9

THE SEWER SYSTEM
The City owns, operates and maintains the sanitary and stormwater collection, transportation, and treatment systems within its
boundaries. The service area is located on both sides of the Willamette River, extending approximately 20 miles south of its
confluence with the Columbia River. It is generally bounded on the west by low-lying hills paralleling the Willamette River, by other
service areas serving the City metropolitan area to the south, by the City of Gresham to the east, and by the Columbia River to the
north. The City provides sanitary sewer service to approximately 545,000 people, numerous commercial and industrial facilities, and
several wholesale contract customers located adjacent to the City.
The following table provides an overview of the Sewer System characteristics:
Table 4
CITY OF PORTLAND, OREGON
Sewer System Characteristics
Service Area (acres)
In City
Outside City (wholesale)
Population Served
Piping in Sewer System (miles)
Pumping Stations
Treatment Capacity (millions of gallons per day)

85,000
9,000
545,000
2,341
91
108

Source: Bureau of Environmental Services.

The City’s earliest sewers were installed in 1860 to provide storm and sanitary sewer service to the early settlement along the
Willamette River. Prior to 1947, additions to the storm and sanitary sewage collection system were constructed as combined sewers
with untreated wastes discharged to the Willamette River and Columbia Slough. In 1947, construction began on a system designed to
intercept the entire sanitary portion of the combined sewage and transport it to a new treatment plant. With construction of these first
intercepting lines and a primary treatment plant on Columbia Boulevard, the City began treating its wastewater. Sewage treatment
capacity was further expanded in 1964 with the construction of a treatment plant in the City of Lake Oswego, called the Tryon Creek
sewage treatment plant, to provide secondary treatment to the southwest of the City and, on a wholesale contract basis, to the City of
Lake Oswego.
SANITARY AND STORM COLLECTION SYSTEM
Collection sewers transport wastewater from the receiving point (the curb line) to the point of discharge into the interceptor sewers.
Collection sewers comprise most of the footage and economic value of the Sewer System, fronting on most of the property in the City.
Older collection sewers carry both storm and sanitary sewage. Collection sewers constructed since 1960 carry sanitary wastes only.
Combined sewers comprise approximately 870 miles. The remaining 1,471 miles are separated sanitary and storm sewers. The
collection system is inspected through the use of closed-circuit TV cameras and cleaned on a routine basis. Sewer System
maintenance and repair projects are scheduled according to the results of the inspection program.
The City’s storm drainage responsibility is divided into 18 drainage basins. Most of the drainage basins located within the west side
of the City flow directly into the Willamette River, with the exception of Fanno Creek and its tributary basins, which flow west out of
the City, eventually discharging to the Tualatin River in adjacent Washington County.
The basins in North and Northeast Portland typically drain to the Columbia and Willamette Rivers. Some of these basins have highly
permeable soils, however, and stormwater in these locations drains to percolation sumps or ponds on the surface and slowly percolates
through the ground to underlying soils. Most of the storm runoff in Southeast Portland drains to the Johnson Creek basin, which is the
largest basin in the City’s Urban Services Boundary, covering an area of approximately 54 square miles.
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INTERCEPTOR AND PUMP STATION SYSTEM
Large interceptor sewers, generally paralleling the Willamette River on the east and west, and extending along the south side of the
Columbia Slough, are the major sewage-carrying conduits in the Sewer System. Sewer diversions are located at the intersections of
combined trunk sewers and interceptor sewers. These diversions were designed with the capacity to direct approximately three times
the average dry weather combined sewer flow into the interceptor system. During rainfall, when combined sewage flow exceeds three
times the average dry weather flow, a portion of the sewage flow bypasses the diversion structures and discharges directly to the
Willamette River and Columbia Slough. These combined sewage overflows (“CSOs”) are discussed more fully below under
“REGULATORY AND LEGAL ENVIRONMENT.”
Ninety-one pump stations provide service where gravity sewers cannot function because of topographic restrictions. All pumping
stations are monitored remotely through telemetry connected to a central computer system in the control console room at the Columbia
Boulevard Wastewater Treatment Plant. The Columbia Boulevard plant is staffed 24 hours per day.
SEWAGE TREATMENT PLANTS
The City operates two sewage treatment plants, Columbia Boulevard and Tryon Creek. Both are activated sludge, secondary
treatment plants with capacities to treat 100 million gallons per day (“mgd”) and eight mgd, respectively. Under Oregon
Administrative Rule (“OAR”) Division 340-45, a National Pollutant Discharge Elimination System (“NPDES”) permit is required for
the discharge of treated effluent from each treatment plant. The permits are certified by the Oregon Department of Environmental
Quality (“DEQ”), and the City is in compliance with their provisions pertaining to discharge from the treatment plants. A NPDES
permit for the Tryon Creek Wastewater Treatment Plant was issued by the DEQ on October 20, 2004. The Columbia Boulevard plant
discharge permit expired on October 31, 2002. The permit renewal process for the Columbia Boulevard plant began with applications
for renewal to DEQ approximately six months before expiration. Negotiations determine whether any changes in treatment standards
or testing parameters will apply to the renewed permit. This process may take several years; however, the City believes that the permit
will be renewed. Issues that may arise in the negotiations include implementation of water quality standards for receiving streams and
implementation of new regulations concerning operations and maintenance of the system. The Columbia Boulevard plant continues to
operate under the current permit during the renewal process.
Dry weather sewage flows to the treatment facilities receive primary and secondary treatment. Dry weather sewage flows to both
treatment facilities are currently in the range of 76 – 92 mgd, or 70 percent to 85 percent of secondary treatment capacity. Peak (wet
weather) secondary treatment capacities at the Columbia Boulevard and Tryon Creek plants are 200 mgd and 20 mgd, respectively.
Flows in excess of this amount receive primary treatment and are combined with secondary effluent prior to chlorination and
discharge. Wet weather flows exceeding the capacity of the Tryon Creek plant are diverted to the Columbia Boulevard plant.
Recent projects at the Columbia Boulevard plant have focused on enhancing the plant’s peak primary treatment capacity. These
projects include replacement of the headworks, completed in 1998, and the addition of three primary clarifiers with a capacity of 120
mgd, completed in 2001. These projects have increased the plant’s primary treatment capacity to 300 mgd in anticipation of increased
flows from combined sewer overflow control facilities as they are completed.
The City’s biosolids recycling program meets applicable United States Environmental Protection Agency (“EPA”) and DEQ
regulations. The City monitors biosolids to demonstrate regulatory compliance and assure product quality. Biosolids recycling via
land application at Madison Farm in north central Oregon has been the major focus of the City’s biosolids management program since
2000.
To protect the quality of biosolids, treatment plant effluent, and personnel working in the Sewer System, and to comply with EPA and
DEQ requirements, the City operates a comprehensive industrial waste program. There are currently 156 industries operating under
City discharge permits, and compliance files are maintained on approximately 450 industrial users. Periodically, through its ongoing
monitoring program, the City may detect discharges to the System that exceed established standards. In these cases, the City initiates a
process of notification and enforcement requiring the industry to regain compliance. Lack of compliance by the offending industry
can lead to imposition of fines or ultimately to the plugging of the industry’s service lateral. The City Code also allows recovery of
any damages to the Sewer System that result from impermissible discharges. Ninety-nine percent of permittees are in compliance.
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THE BUREAU OF ENVIRONMENTAL SERVICES
BUREAU ORGANIZATION
The Bureau of Environmental Services (the “Bureau”) is responsible for the Sewer System’s operation, maintenance and capital
construction. The Bureau is organized into six groups of primary responsibilities, which are Office of the Director, the Business
Services Group, the Wastewater Management Group, the Planning Group, the Engineering Services Group, and Pollution Prevention
Services Group. At times, consultants are employed for specific projects, which require expertise or staffing beyond the Bureau’s
capability. Certain administrative functions and Sewer System maintenance are provided by other City departments and bureaus on a
reimbursable basis. The total budgeted staffing complement for the Bureau in FY 2004-05 stands at 487 full time equivalent
employees (“FTEs”) distributed as follows:
•
•
•
•
•
•

Office of the Director - 16 FTEs
Business Services Group - 38 FTEs
Wastewater Management Group - 149 FTEs
Planning Group - 61 FTEs
Engineering Services Group - 150 FTEs
Pollution Prevention Services Group - 73 FTEs

Responsibility for overall management of the Sewer System and environmental policy planning resides in the Office of the Director.
The organization chart in Figure 1 on the following page shows the various groups into which the operations of the Bureau are
organized.
Office of the Director
The Office of the Director provides policy direction to all programs of the Bureau, coordinates activities of the Bureau’s five operating
groups, and assures timely and appropriate response to the public, the ratepayers and regulatory agencies. The Office of the Director
works closely with other City bureaus and government agencies to develop recommendations for policy and for review by the City
Council about environmental issues. The Office of the Director includes public information and public involvement. It also
coordinates the City’s participation in the Portland Harbor process, an ongoing investigation of sediment contamination and design
and implementation of a cleanup process for a recently listed Superfund site in the City. (See “REGULATORY AND LEGAL
ENVIRONMENT – Portland Harbor Sediments.”)
Business Services Group
The Business Services Group provides and coordinates Bureau accounting, budgeting, computer, contract management, facilities
management, financial, and human resources services, and assures timely and appropriate response to the public, the ratepayers and
regulatory agencies.
Wastewater Management Group
The Wastewater Management Group is responsible for the operation, maintenance, monitoring and administration of the City's
wastewater and stormwater collection and treatment facilities and related programs. These facilities include the Columbia Boulevard
and Tryon Creek Wastewater Treatment Plants, 95 pumping stations, the sanitary sewage and stormwater collection system, and a
wide variety of stormwater detention and treatment facilities, and also water quality ponds, stormwater sumps and surface drainage
systems.
Planning Group
The Planning Group is responsible for developing Bureau watershed plans and managing the City’s NPDES stormwater permit. This
group ensures that planning incorporates all applicable regulatory conditions into programs and facilities, and evaluates Bureau
programs and projects for compliance with environmental regulations.

12

Figure 1
CITY OF PORTLAND, OREGON
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Wastewater
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Steve Behrndt
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Treatment O&M
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Lynn Sandretzky

Engineering Services Group
The Engineering Services Group includes all of the Bureau’s engineering activities under the direction of the Chief Engineer. This
group provides project design and construction management services to the Bureau’s capital programs and serves development
activity through plan review and permit issuance for connection to the existing sanitary sewer system, expansion of the system,
management of stormwater runoff on private property, and water quality treatment at construction sites. The group is responsible for
developing the Bureau’s Public Facility Plans, Capital Improvement Program (“CIP”), and managing implementation of capital
projects for the sanitary and stormwater collection and treatment systems, including meeting all State Environmental Quality
Commission requirements regarding the CSO program. Specific tasks in developing the CIP include collecting project proposals and
information, prioritizing projects in accordance with Bureau ranking criteria, recommending annual and five year capital plans to the
Bureau, and assisting in the planning process for projects in the adopted CIP.
Pollution Prevention Services Group
The Pollution Prevention Services Group has responsibility for the source control program, and provides environmental investigation
and monitoring, environmental compliance, and enforcement support to other Bureau programs.
SERVICES PROVIDED BY OTHER CITY BUREAUS
Services provided to the Bureau by other City bureaus and offices fall into two major categories: overhead and direct. Overhead
services include legal, purchasing, central accounting, personnel and payroll services, and are charged to the Bureau based on various
workload indicators used to measure consumption of overhead services. FY 2004-05 costs for overhead services are budgeted at $2.7
million.
Direct services include fleet, printing, internal mail, telephone, electronic services, liability and workers’ compensation insurance,
customer billing and engineering related services such as survey and structural engineering services. Direct services are charged
according to actual use. The most significant direct services in terms of budgeted expenditures are customer billing and collection
services, provided through the City’s water utility (see “ANNUAL DISCLOSURE INFORMATION -- USER CHARGE BILLING
AND COLLECTIONS SYSTEM” herein); and sewer maintenance, cleaning and repair of sanitary and stormwater sewer systems,
including the portion of street sweeping services that directly benefit the Sewer System, provided by the City’s Bureau of
Maintenance. FY 2004-05 costs for direct services are budgeted at $35.7 million.
Payments for direct services from other City bureaus are negotiated annually in Interagency Agreements. In the event of failure to
reach a satisfactory agreement, the Bureau has the authority to modify these agreements by declining to purchase some of the services
provided by other bureaus, by contracting with other suppliers for some services or by internalizing some services provided by other
bureaus.
UTILITY LICENSE FEE
The Bureau pays a utility license fee to the City’s General Fund equal to 7.5 percent of gross in-City sewer user charges. Currently,
the utility license fee is not subject to regulation by state law and may be raised at the discretion of the City Council. The fee has been
treated as an Operating Expense through FY 2000-01. Beginning in FY 2001-02, the Utility License Fee has been subordinated to the
payment of debt service on the First Lien Bonds and Second Lien Bonds. The utility license fee payment for FY 2004-05 is budgeted
at $12.8 million.
On September 1, 2004, the City Council voted to cap utility license fees for the water and sewer utilities at the current budgeted levels,
until those levels represent 5 percent of utility revenues. The Bureau’s budgeted utility license fee payment will therefore remain at
the current amount of $12.8 million until that amount represents 5 percent of utility revenues. After that time, utility license fee
payments may again grow, but at 5 percent of utility revenues. This is not forecasted to occur before 2011.
MANAGEMENT PERSONNEL
The following are brief biographies of key Sewer System personnel.

14

Dean Marriott, Director, Bureau of Environmental Services
Mr. Marriott was named Director in April 1994. Prior to his appointment, he was Commissioner of Environmental Protection for the
State of Maine for a period of seven years. In addition, he was Director of Planning for the largest consulting engineering firm in
Maine, served as legal counsel for a landscape architecture and planning firm in Pennsylvania, and was an environmental planner for a
suburban Philadelphia county planning agency. Mr. Marriott holds a Bachelor of Arts degree from the University of Delaware and a
Juris Doctor degree from the Florida State University College of Law.
Dave Gooley, Manager, Business Services Group
Mr. Gooley has been with the Bureau of Environmental Services since 1983 and has managed the Business Services Group since
1997. He has held various positions within the administrative services area, including accounting, ratemaking, financial planning,
budgeting, debt management, human resources, information services, and contracts management functions. Prior to working for the
Bureau, Mr. Gooley was employed by the Oregon Executive Department and Portland State University. He holds a Bachelors degree
in liberal arts from the State University of New York at Albany and a Masters degree in Public Administration from the University of
Oregon.
Stephen Behrndt, Wastewater Management Group Manager
Mr. Behrndt has managed the Wastewater Management Group since 1996. He was previously a Wastewater Group Public Works
Superintendent for the Bureau from 1992 to 1996. As superintendent, he was initially responsible for all maintenance services for
treatment plants and pumping stations in the Sewer System. Later, Mr. Behrndt assumed responsibility for all operations and
maintenance of the facilities. He came to the City in 1990 from the City of Eugene’s Water Pollution Control Facility, where he was a
manager in the Maintenance Division from 1984 to 1990. Mr. Behrndt holds a Bachelor of Science degree from the University of
Oregon.
Mary Wahl, Manager, Planning Group
Ms. Wahl came to the Bureau in October of 2000 following 14 years with the Oregon Department of Environmental Quality, serving
primarily as Administrator of the Waste Management and Cleanup Division, which combines hazardous waste management, solid
waste management, and toxics cleanup. She has a Masters in Public Administration from Harvard University (Environmental
Management and Economics specialties), and an undergraduate Secondary Education degree from Oregon State University.
William F. Ryan, P.E., Manager, Engineering Services Group
Mr. Ryan was named Chief Engineer in May 2004. He is responsible for managing and developing the Bureau’s CIP and providing
CIP design and construction services to the Bureau. Mr. Ryan has over 20 years of engineering experience, with the last 12 devoted to
public works. He was the Bureau’s Construction Manager from 1999 to 2004. Mr. Ryan is a registered civil and environmental
engineer in Oregon. He holds a Master of Science degree in Civil Engineering from the University of Florida.
Susan Keil, Manager, Pollution Prevention Services Group
Ms. Keil manages the activities of the Bureau’s Pollution Prevention Services Group. She began her career with the City in 1974 and
has held management positions as Executive Assistant to the Mayor, Director of Personnel, and as Business Operations Manager prior
to her current assignment. Ms. Keil holds Bachelor of Arts and Master of Business Administration degrees from Portland State
University.
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REGULATORY AND LEGAL ENVIRONMENT
The City is subject to environmental regulations and statutes administered by DEQ and EPA. The EPA has delegated to DEQ
enforcement of the EPA programs that affect the City. The City and DEQ have agreed to an Amended Stipulation and Final Order to
control the water quality impacts of CSOs by 2011. Meeting these and other regulatory and statutory requirements and their
associated compliance schedules will require significant investments over the next nine years and will have substantial effects on
sewer rates and charges. (For estimates of the impacts of these programs, refer to “CAPITAL CONSTRUCTION AND FINANCING
PROGRAM – Factors Affecting Sewer System Capital Investment.”)
REGULATORY CONSENT AND COMPLIANCE ORDERS
The City is subject to an array of federal and state regulations involving the protection/restoration of the environment. The federal
regulations, which most often stem from public laws administered by EPA, are typically managed, monitored, and enforced by DEQ
by way of delegation from EPA. State-specific regulations also are managed by DEQ. Much of the effort of the Bureau deals with
programs and projects designed to respond to these regulations. Generally, the goal of such efforts is to protect human health and the
physical and biological health of area watersheds, streams, and rivers.
Various City programs are intended to prevent the discharge of raw sewage, combined sewage, and concentrated storm water runoff
into area streams and rivers. The City’s CSO Program is the single most significant such program in terms of projected costs.
ADMINISTRATIVE ORDERS AND REGULATORY MATTERS AFFECTING THE CSO PROGRAM
Administrative Orders
DEQ has issued four administrative orders since 1991 relating to the discharge of raw sewage and CSOs from the combined sewer
portion of the collection system. Two of the orders concerned dry weather overflows from the combined sewer system. The City
satisfied all requirements for these orders on March 31, 1995 and October 31, 1996. The remaining two are discussed below.
Stipulation and Final Order WQ-NWR-91-75
Stipulation and Final Order WQ-NWR-91-75 (the “SFO”) was entered into between the City and DEQ on August 5, 1991. Under the
terms of the SFO, the City was required to carry out necessary studies and corrective action to eliminate the discharge of untreated
overflow from the combined sewer system for up to a one-in-ten-year summer storm event and for up to a one-in-five-year winter
storm event. The City met all of the key milestone dates and the associated final document preparation dates in the process of
satisfying the study component of the SFO.
Based on the information compiled during the study phase, it became evident that the cost to achieve the level of control in the SFO
was disproportionately high for small incremental increases in benefit. This suggested that the added benefit beyond about 94 percent
elimination of untreated discharges in the Willamette Basin might not be a wise investment for the community. As a result, in
December 1993, the City and DEQ entered into a collaborative process to review the reasonableness of the requirements of the SFO.
Two members of the State Environmental Quality Commission (“EQC”), two members of the Portland City Council, and staff of
DEQ and the Bureau held several public meetings to discuss the findings of the Draft Facilities Plan, evaluate the pros and cons of
alternative levels of control, and receive public testimony pertaining to the SFO. As a result of the meetings, the City requested an
amendment to the SFO that would reduce the level of control in the Willamette River Basin to match the cost-effective breakpoint.
The EQC approved the proposed amendment at a meeting on June 3, 1994. The result of the action was to reduce the total costs of the
CSO control by approximately $400 million over the life of the project (1994 dollars).
Amended Stipulation and Final Order WQ-NWR-91-75
Amended Stipulation and Final Order WQ-NWR-91-75 (the “ASFO”), was entered into between the City and DEQ on August 11,
1994. As noted above under SFO WQ-NWR-91-75, the ASFO is the amended version of the original CSO SFO based on the results
of the December 1993 collaborative process. Under the terms of the ASFO, the City is required to do the planning, design,
construction, and operation necessary to eliminate the discharge of untreated overflow from the combined sewer system up to a onein-ten year summer storm event and up to a one-in-five year winter storm event in the Columbia Slough Basin and up to a one-in-three
year summer storm event and up to a four-in-one year winter storm event in the Willamette River Basin. The following key
milestones are associated with the ASFO:
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December 1, 1997

Submit final engineering plans and specifications for construction work to eliminate untreated
discharges at 20 CSO discharge points, including all discharge points to the Columbia Slough,
consistent with the approved Facilities Plan.

May 1, 1998

Begin construction work to eliminate untreated discharges at 20 CSO discharge points, including
all discharge points to the Columbia Slough.

December 1, 2000

Eliminate untreated discharges at all 13 CSO discharge points to the Columbia Slough, consistent
with the approved Facilities Plan.

December 1, 2001

Eliminate untreated discharges at 7 CSO discharge points to the Willamette River, consistent with
the approved Facilities Plan.

December 1, 2006

Eliminate untreated discharges at 16 of the remaining discharge points to the Willamette River
consistent with the approved Facilities Plan.

September 1, 2010

Submit facilities plan report outlining methods for achieving further reductions in the frequencies
and volumes of CSO after the term of the ASFO.

December 1, 2011

Eliminate untreated discharges at all remaining CSO discharge points consistent with the
approved Facilities Plan.

The City has met or is on schedule to meet each of the above major milestones according to the requirements of the ASFO. In
addition, the City is constructing the Westside Willamette CSO facilities while designing the Eastside Willamette CSO Facilities. This
work will ensure the City continues to meet its regulatory commitments. Estimated project costs for the Eastside Willamette CSO
Facilities were increased by approximately $200 million (current dollars) at the 30% design stage. Extensive computer modeling of
eastside stormwater flows showed projected stormwater volumes significantly larger than estimated in the initial facilities plan,
requiring a pipe diameter of 22 feet, compared with the prior estimate of 17 feet.
EPA Review of Portland CSO Program
In 2001, the Region X office of the EPA requested information from the Bureau on CSO controls, injection wells, and system
maintenance practices. After reviewing the Bureau’s responses, the EPA sent additional letters to the Bureau outlining several
concerns regarding CSO controls, the water quality implications of underground injection wells, and sanitary sewer overflows.
The City has been working with EPA and DEQ as part of EPA's review of Portland's CSO Program. The City has hosted several
workshops with EPA and DEQ staff to provide information on items raised by EPA in their letters. The process has moved into
detailed technical discussions, which may lead to negotiations to resolve the remaining issues. The impacts on operating and capital
costs are not known at this time, but are not expected to materially affect forecast rates.
REGULATORY REQUIREMENTS
Water Quality Compliance
In 1986, the Northwest Environmental Defense Center brought suit against the EPA for not enforcing requirements of the Clean
Water Act on the Tualatin River and several other surface waters within the State of Oregon. The lawsuit resulted in a consent decree
under which all jurisdictions within the Tualatin Basin and the DEQ must develop and implement plans to control nutrient sources and
comply with the Tualatin Basin phosphorus Total Maximum Daily Pollutant Load (“TMDL”). The City has approximately 8,000
acres of land within the Tualatin River drainage basin. As a jurisdiction within the basin, the City was required to comply with the
TMDL for phosphorus. The City continues with the planning, predesign, design, and implementation of various measures, including
water quality facilities, to meet the Tualatin TMDL requirements applicable within the City. In 2001, DEQ revised the phosphorus
TMDL and also established new TMDLs for bacteria, dissolved oxygen and temperature in the Tualatin Basin. Portland as a
jurisdiction in the basin is required to comply with the new TMDLs as part of the City’s NPDES municipal stormwater permit, and as
such is working with DEQ and other designated management agencies in the basin to develop and implement TMDL Implementation
Plans.
Tryon Creek is also on the 303 (d) list for temperature. DEQ is expected to finalize the Tryon temperature TMDL by July 2005.
Tryon Creek is not on the 303 (d) list for any other parameter.
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The EPA consent decree also required DEQ to develop TMDLs for 10 other water quality limited stream segments, including the
Columbia Slough and Johnson Creek, tributaries of the Willamette River located within the City. The water quality of the Columbia
Slough is impacted by municipal stormwater discharges, industrial discharges, and hydraulic modifications. On December 13, 1990,
DEQ issued draft TMDLs for phosphorus and bacteria in the Columbia Slough for public comment. The draft TMDLs were not
implemented at that time. On April 2, 1992, the City entered into an agreement with DEQ committing the City to a detailed study of
the Columbia Slough. The agreement further required that the City comply with established load allocations and waste load
allocations within ten years.
In response to these agreements, the City has conducted regular monitoring of in-stream water quality and flow of the Columbia
Slough for several years. The data from this monitoring were used to prepare a Waterbody Assessment report in 1995. Based on this
report and other information, DEQ prepared a TMDL for bacteria, dissolved oxygen, toxic pollutants and eutrophication that was
approved by EPA on November 25, 1998. In 2002, DEQ added iron and manganese to the 303(d) list for the Columbia Slough. DEQ
is expected to finalize a temperature TMDL by July 2005. The implementation of the approved TMDL is required as part of the
City’s NPDES municipal stormwater permit. Early estimates on the cost of implementation range from $2.5 to $10 million over a
five-year period.
On October 7, 1993, the City entered into a consent order with DEQ to conduct a remedial investigation and feasibility study of
contaminated sediments in the Columbia Slough. The main purposes of this study were to determine what contaminants are present
and at what levels, to determine the types of risks posed, to identify elevated levels of sediment contamination, and to propose types of
cleanup actions. Sixteen areas of potentially high risk were identified. Sources located near these potentially high-risk areas include
private outfalls, CSO (now controlled in the Columbia Slough) and stormwater outfalls, and street runoff. Sediment contaminants
include pesticides (DDT/DDE, chlordane), PCBs, and heavy metals. The next phase is to develop appropriate clean-up options for
these areas. The City started this phase with Buffalo Slough (a side channel of the Middle Columbia Slough in northeast Portland),
one of the areas identified in the previous phase. The City finished a feasibility study of potential cleanup options for Buffalo Slough
in May 1997, and submitted it to DEQ for evaluation and approval. DEQ has not decided remedial actions for Buffalo Slough. The
City also completed a more detailed risk assessment at Wapato Wetlands, and other predicted high risk areas in the Middle and Upper
Slough. With the exception of one area in the Upper Slough, where further investigations are warranted, all the remaining high
priority areas showed a lower level of contamination than the screening level assessment and were determined to be of negligible risk.
These areas required no further action other than long-term monitoring. The City has met all the deadlines specified in the 1993 order
and is continuing work to further characterize other identified potential problem areas in the Lower Slough as well as conducting
extensive source investigations and source control actions throughout the watershed. Because of the widespread but low-level
contamination throughout the Slough, a signature of non-point source pollution in an urban environment, the City and DEQ are
currently developing a watershed approach, as opposed to a conventional site-specific approach, towards controlling the input of
contaminated sediments from upland sources.
Johnson Creek was placed on the 303(d) list in 1998 as water quality limited for temperature, bacteria, DDT, and dieldrin. In 2002,
PCBs and polycyclic aromatic hydrocarbons were added to this list. In 2001, DEQ started preparing a TMDL for the four constituents
listed in 1998. With the assistance of USGS and the Johnson Creek Inter-jurisdictional Committee, monitoring events were
coordinated, available data was compiled, and a draft TMDL was prepared and peer reviewed. The Johnson Creek TMDL will be part
of the Willamette Basin TMDL that was released for public review in October 2004, and which is expected to be finalized by July
2005. The implementation of this TMDL will be required as part of the City’s NPDES municipal stormwater permit.
The Oregon legislature directed DEQ to establish TMDLs for bacteria, temperature, and mercury in the Willamette River, for DDT,
dieldrin, bacteria, and temperature in Johnson Creek, and for temperature in the Columbia Slough and Tryon Creek. These new
TMDLs are in addition to existing TMDLs already developed by DEQ for the Columbia Slough and the City’s portion of the Tualatin
Basin and Fanno Creek. As a result, the Bureau is adjusting its water quality monitoring program and coordinating its monitoring
efforts with other regional agencies in order to be an effective participant in this process. In addition, the connection of the City’s
municipal NPDES stormwater discharge permit with TMDL waste load allocations will require a comprehensive monitoring program
to be established.
National Pollutant Discharge Elimination System Municipal Storm Sewer System Permit
The City’s five-year NPDES stormwater permit requires that the City and co-permittees Multnomah County and the Port of Portland
implement stormwater management programs to reduce pollutant discharges “to the maximum extent practicable” from their
respective municipal stormwater systems. The permit was first issued in September 1995. In February 2000, the co-permittees
submitted an NPDES permit renewal to DEQ. Permit negotiations occurred in fall 2003 and the renewed permit issued March 8,
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2004. Unlike the original permit, the renewed permit incorporates the stormwater component of TMDL implementation through a
requirement to develop “benchmarks” (defined as estimated future pollutant load reductions) for EPA-approved TMDL parameters.
An evaluation of storm water program effectiveness in addressing these benchmarks is also required.
In June 2004, challenges by third parties prompted DEQ to begin reconsideration of environmental aspects of the permit. Although
reconsideration is ongoing, the new permit conditions remain in effect. The City and its co-permittees are revising their respective
Stormwater Management Plans to implement the requirements of the permit.
The stormwater management program will impact operating programs as well as the capital program. Currently identified capital
costs deemed necessary to comply with the NPDES stormwater permit are included within the Surface Water Management Capital
Improvement Program. The operating costs of permit-related programs, distributed across Bureau and other City programs (for
example, street sweeping) exceeds $500,000 per year and is expected to increase in future years. Capital cost impacts are
approximately $5 million over the five-year forecast interval.
Underground Injection Control Water Pollution Control Facility Permit
In 1999, the adoption of new federal Safe Drinking Water rules prompted the DEQ to form a Task Force and conduct a technical
review process to consider a wide variety of groundwater and stormwater issues. Proposed revisions to OAR 340-044 related to
underground injection control (“UIC”) rules were adopted by the EQC on June 22, 2001 and became effective September 20, 2001.
The rules define any form of discharge of stormwater below ground as a Class V injection well. As a result of this classification, the
City’s approximately 8,300 stormwater sumps fall under regulation by the Safe Drinking Water Act. To comply with these
regulations, the City submitted an inventory of existing UICs in December 2000 and an updated inventory in December 2001. An
initial system wide assessment was submitted to the DEQ in March 2002. This assessment included an estimation of land use and
activities in areas drained by sumps, evaluation of groundwater elevations across the city, and best management practices for source
control and operations and maintenance. In July 2002, the City filed for a Water Pollution Control Facility (“WPCF”) permit to
operate the UICs. The City is currently in negotiations with DEQ about final WPCF permit conditions and requirements. The tenyear permit is expected to be issued in May 2005. The City is in the process of developing an UIC Management Plan and updating
the system wide assessment.
Although the UIC management program has many stormwater management actions in common with the NPDES stormwater permit
program, developing and implementing the new program will impact operating programs as well as the capital program. Currently
identified capital costs, such as retrofits some of the existing sumps with sedimentation manholes, are included within the Surface
Water Management Capital Improvement Program. The operating costs of permit-related programs, distributed across Bureau and
other City programs (for example, system assessment updates, sedimentation manhole cleaning) exceeds $500,000 per year and is
expected to increase in future years. Capital cost impacts are approximately $5 million over the five-year forecast interval.
Endangered Species Act Requirements
On March 13, 1998, the National Marine Fisheries Service (now NOAA Fisheries) listed the Lower Columbia Steelhead as a
threatened species under the Endangered Species Act (“ESA”). NOAA Fisheries listed the Lower Columbia Chinook salmon as
threatened under the ESA in March 1999. The listed stocks migrate through, spawn, and spend their first 2-3 years in streams found
within the City’s corporate boundaries. The basic requirement of the ESA is to avoid harming or harassing the listed species
(steelhead and chinook in this case) or significantly modifying their habitat (including physical, chemical, and biological
modifications).
The City has established a comprehensive framework for developing a Portland-specific recovery plan for these species. The
framework was reviewed and endorsed by independent peer reviewers. The Bureau is developing comprehensive watershed plans for
the Willamette River watershed as well as the Fanno/Tryon Creek, Johnson Creek, and Columbia Slough subwatersheds based on the
framework. These comprehensive plans will provide background information and recommendations for improved watershed health to
guide the City’s fish recovery efforts. The City Council has passed a resolution stating its intention to have that recovery plan
reviewed and approved by NOAA Fisheries and the U. S. Fish and Wildlife Service (“USFWS”). NOAA Fisheries and USFWS have
provided written support for the City’s framework and its ongoing ESA-related activities.
The City also has completed a screening level assessment of all its activities that might affect steelhead or steelhead habitat and
developed work plans to improve or discontinue those activities. Formal and informal negotiations with NOAA Fisheries are
underway on a number of City activities, including stormwater management, culvert replacement, streambank treatment, riparian
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protection zones, habitat assessment, erosion control, and monitoring and evaluation. The City’s road maintenance procedures and
policies and key portions of the City’s integrated pest management program related to stream and riparian areas were recognized as
consistent with the ESA in NOAA Fisheries’ final rules. The agency recently asked the City to collaborate on the development of a
model municipal stormwater program based on the strength of the City’s existing management activities.
In addition, Portland is the only non-federal entity in the nation to have a formal agreement with NOAA Fisheries, the U.S. Army
Corps of Engineers and the USFWS that streamlines permit requirements associated with the ESA. The agreement helps ensure that
City capital projects that trigger ESA requirements move quickly and efficiently through the regulatory process. The General
Accounting Office highlighted the agreement in a recent report to Congress on implementation of the ESA.
Because this is the first time anadromous fish have been listed in an urban area, it is unclear what the exact requirements and
associated financial obligations will be from the listings. There are some clear areas that will be affected within the scope of the
Bureau. At a minimum there will be costs associated with more complicated permitting issues. At a maximum there will be
additional costs from new facilities and revised operating procedures that will help address those water quality and habitat issues in the
Bureau’s charge. Funds for the ESA response (approximately $407,000 for planning and permitting) are included in the FY 2004-05
operating budget. Funding for the Bureau’s share of any capital projects or additional operating requirements will be budgeted as
needs are identified.
Portland Harbor Sediments
In December 2000, the EPA listed the Willamette River Portland Harbor as a Superfund site under the federal National Priorities
Listing process. EPA has the lead in overseeing the investigation of sediment contamination and the design and implementation
of sediment cleanup activities. DEQ is the lead agency for evaluating and implementing source control measures, emphasizing
upland and adjacent land cleanup. In addition, federal, state and Tribal Natural Resource Trustees are involved in evaluating the
need for restoration activities associated with natural resource damages at the site.
The Portland Harbor effort is currently focused on a stretch of the river from Sauvie Island to the Swan Island industrial area, all
within the corporate boundaries of the City. The initial scope of the investigation is about 6 miles, which may change as the
investigation continues. The City is one of the potentially responsible parties actively engaged in assessment and planning work
for cleanup and restoration in the Lower Willamette. The City’s potential contribution of contaminants is associated with
stormwater discharges to the river and with two upland sites: the Water Pollution Control Laboratory site and the Linnton oil fire
training ground site. The City operates over 20 stormwater or combined sewer overflow outfalls within Portland Harbor. The
outfalls serve as conduits for stormwater draining from City owned rights-of-way and from industrial, commercial, residential, and
vacant lands. When it rains, stormwater transports soil (dust, sediment, and debris), metals, oil, grease, bacteria, and chemicals to
the river. These materials may impair water quality and impact Willamette River sediments.
While the impacts of stormwater flowing directly to the river are not known, DEQ and the City are cooperating to determine
whether discharges from the stormwater collection system are a significant source of sediment contamination. The Bureau is
working with DEQ to identify and reduce sources of contamination that are conveyed to the Willamette River through the
stormwater outfalls. Information on current and past land uses within the drainage basin of each outfall will be used to help
identify potential upland sources of contaminants. This information will be used in the Superfund process over the next several
years to assess the City’s fiscal contribution toward cleaning up the river sediments.
Based on the first three years of the City’s involvement with the Superfund site, the anticipated cost for management, technical and
legal staffing, the City’s share of the sediment investigation, the City’s investigation of the outfalls, and for the City’s assessment of
source control measures and early natural resource demonstration projects is approximately $19 million over the five-year forecast
interval. The total costs associated with the cleanup and restoration activities and the City’s ultimate share of those costs are
unknown and the City cannot at this time predict the financial impact on the Sewer System. However, the City is taking the lead
in efforts to make the cleanup efficient and effective. The City is taking a proactive stance in cooperating with EPA’s sediment
assessment work and developing an outfall evaluation and source control plan in cooperation with DEQ. Cleanup and restoration
work will make use of the Bureau’s comprehensive watershed planning and Endangered Species Act efforts now underway. The
City is beginning to assess potential restoration activities with the Natural Resource Trustees, and is working with the U.S. Army
Corps of Engineers on a comprehensive plan that could result in substantial funding for overall Lower Willamette natural
resources restoration under the Water Resources Development Act.
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CAPITAL CONSTRUCTION AND FINANCING PROGRAM
CAPITAL PLANNING PROCESS
The Bureau is responsible for the Sewer System’s operation, maintenance and capital construction. The Bureau annually prepares
capital budgets for the upcoming fiscal year and for the balance of the five-year planning horizon. The Bureau also periodically
forecasts on 10- and 20-year horizons to gain additional understanding and insight into long-term capital financing needs. (For a
discussion of Bureau policies governing the financing of capital construction projects, see “FINANCIAL POLICIES AND
PLANNING STANDARDS.”) The major components of the Sewer System define the program categories within the capital
budgeting process. The major components are:
•

Sewage Treatment Systems. Projects within this category include renovation, modification, and expansion of sewage treatment
plants and facilities directly related to sewage treatment and solids utilization.

•

Maintenance and Reliability. Projects within this category include maintenance of collector sewers, trunk sewers, interceptor
sewers (including diversion structures within the combined system), and major pump stations.

•

Surface Water Management. Projects within this category include construction of separated storm sewers, stormwater
detention facilities, stormwater facilities necessary to meet water quality requirements, and other capital projects related
exclusively to drainage services.

•

Combined Sewer Overflow. Projects within this category include separation of combined sewers, provision of additional
capacity for interceptor sewers, installation of sumps, and all other projects directly related to compliance with CSO control
requirements.

•

Systems Development. Projects within this category include construction of new pump stations, relocation of sewage collectors
and interceptor lines, and other capital projects relating to Sewer System expansion that do not fall under the scope of the other
program areas.

Capital projects are proposed, scheduled and evaluated according to their impact on the following criteria:
•
•
•
•
•
•

Protection of human health, safety, and property
Protection of existing capital investment and System reliability
Regulatory compliance and contractual commitments
Environmental enhancement
Promotion of growth and economic development
Cost reduction

Projects mandated by regulatory authorities or necessary to maintain System reliability are given priority consideration.
FACTORS AFFECTING SEWER SYSTEM CAPITAL INVESTMENT
Two major factors will guide capital investment in the Sewer System for the next ten years. First, the Bureau faces regulatory
requirements driven by the federal Water Quality Act amendments of 1987. Rule-makings, administrative orders and judicial orders
at the state and federal level have imposed new service requirements on the City, requiring additions to or improvements of sewage
treatment and transportation facilities. The City has agreed to a schedule for meeting applicable water quality standards at all
combined sewer outfalls under the ASFO approved by the EQC. (See “ADMINISTRATIVE ORDERS AND OTHER
REGULATORY MATTERS AFFECTING THE CSO PROGRAM.”) Costs to date total $614 million. Remaining direct costs to
comply fully with the ASFO are estimated to be $881 million through 2012.
Second, there is a continuing need for investments to improve the maintenance and reliability of the existing facilities. As major
facilities within the Sewer System begin showing their age, major reconstruction and maintenance projects will need to be undertaken.
Forecast capital improvement expenditures within the Bureau’s Maintenance and Reliability Program total $94.2 million over the next
five years.
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CAPITAL IMPROVEMENT PROGRAM RESOURCES AND REQUIREMENTS
The City forecasts capital requirements for the Sewer System of approximately $771 million during the five-year forecast period from
FY 2005-06 through FY 2009-10. A brief description of the resources required to finance these requirements follows.
•

Fees, Charges, and Permits. This source of funding includes an estimate of reimbursements for engineering, administration, and
construction management services charged to local improvement districts and for permit sewer construction. Also included are
anticipated revenues from construction and/or engineering services for projects initiated by other local government agencies such
as the City’s Department of Transportation and The Port of Portland.

•

Line and Branch Charges. Charges in lieu of assessment will be used to support Capital Improvement Plan (“CIP”) outlays. Line
and branch charges are received in the form of cash and in the form of proceeds from special assessment bonds issued for
property owners who elect to finance their line and branch charges.

•

System Development Charges. System Development Charges (“SDCs”) are equity charges applied to properties at the time they
connect to the Sewer System. SDCs are based upon the total cost of major sewer facilities, less grant revenues, divided by
System capacity. SDC revenues fund capital construction and debt service.

•

Current Income. Current Sewer System net income from service fees and charges will also be used to fund CIP outlays. The
availability of current income to fund CIP expenditures is the result of meeting debt service coverage requirements on outstanding
bonds. Cash contributions to capital construction are projected to total $42.4 million over the five-year period.

•

Bond Proceeds. Proceeds from the sale of Sewer System revenue bonds will support the CIP. Debt service requirements for
future bond sales have been forecast assuming a 20-year debt amortization schedule and level debt service.

•

Investment Income. Investment or interest income is earned on all Sewer System funds administered by the City Treasurer. Any
investment income earned on balances within Sewer System funds helps offset required increases in sewer user fees.

The following table shows Sewer System capital funding by source. Expenditures for the capital program occur in the Operating
Fund and are subsequently reimbursed by the Construction Fund.
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Table 5
CITY OF PORTLAND, OREGON
Sewer System Construction Fund
Forecast Sources and Uses of Funds
and Estimated Changes in Fund Balances (1)
Projected
2004-05

Forecast
2005-06

Forecast
2006-07

Forecast
2007-08

$602
493
200

$244
345
0

$249
748
0

$254
752
0

$259
755
0

$265
759
0

27,500
1,276
175,715
0
1,778
207,565

22,707
1,944
202,220
2,000
6,265
235,725

18
1,389
0
2,100
6,044
10,549

51
2,516
244,545
2,200
7,286
257,604

10,328
2,516
0
2,300
4,007
20,168

9,248
2,516
202,290
2,400
1,653
219,131

152,227
1
2,055
6,851
161,135

137,163
0
2,220
6,703
146,086

102,486
0
0
6,900
109,386

155,651
0
2,670
7,102
165,423

187,589
0
0
7,311
194,900

188,406
0
2,290
7,525
198,221

RESOURCES OVER (UNDER) REQUIREMENTS

46,430

89,638

(98,838)

92,181 (174,732)

20,910

BEGINNING FUND BALANCE

45,822

92,253

181,891

83,053

175,235

503

$83,041 $175,235

$503

$21,413

Fiscal Year

Forecast
2008-09

Forecast
2009-10

(In thousands of dollars)
RESOURCES:
Fees & Charges, Permits
Line & Branch Charges
Miscellaneous
Cash Transfers In Sewer System Operating Fund (2)
Grants and State Loans
Bond Proceeds (Sewer Revenue Bonds)
Bond Proceeds (Limited Tax Improvement Bonds)
Interest On Investments
TOTAL RESOURCES
REQUIREMENTS:
Cash Transfers Out:
Sewer System Operating Fund (3)
LID Construction Fund
Miscellaneous
Capitalized Overhead (to Operating Fund)
TOTAL REQUIREMENTS

ENDING FUND BALANCE

$92,253 $181,880

Notes:
(1) Totals may not foot due to rounding.
(2) Represents cash financing of construction activity from sewer system revenues.
(3) Expenditures for the capital program occur in the Operating Fund and are subsequently reimbursed from the Construction Fund.
Source: Bureau of Environmental Services.
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Planned CIP outlays total $771 million over the five-year forecast period. The following table shows the construction costs
estimated for FY 2004-05 and for the forecast period by program and by major expense type.
Table 6
CITY OF PORTLAND, OREGON
Sewer System
Forecast Capital Improvement Program Costs
(excluding fund balances and cash transfers)

Fiscal Year

Projected
2004-05

Forecast
2005-06

Forecast
2006-07

Forecast
2007-08

Forecast
2008-09

Forecast
2009-10

6-Year
Total

$5,647
10,289
3,064
125,020
11,315

$9,836
18,031
4,860
92,990
11,447

$6,861
7,787
2,119
83,698
2,021

$3,886
12,300
1,255
136,153
2,057

$3,755
27,669
3,829
150,237
2,099

$3,651
28,437
1,883
152,298
2,137

$33,634
104,513
17,010
740,397
31,074

$155,334 $137,163 $102,486 $155,651 $187,589 $188,406

$926,629

(In thousands of dollars)
SYSTEM PROGRAM
Sewage Treatment Systems
Maintenance & Reliability
Drainage & Storm Water Quality
Combined Sewer Overflow
System Development
TOTAL BY SYSTEM PROGRAMS
Source: Bureau of Environmental Services.
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FINANCIAL POLICIES AND PLANNING STANDARDS
FIVE YEAR FINANCIAL PLAN
The Bureau annually prepares a five-year financial plan that has three key elements. Initial operating and capital expenditure
requirements for the Bureau are developed through separate operating and capital planning processes. They are then brought together
and overall revenue requirements and a corresponding five-year funding program is developed taking account of the impacts of capital
construction on future operations and maintenance requirements.
The financial planning process lays the groundwork for setting rates, which are formally adopted each year by the City Council.
Additionally, the planning process helps ensure conformance with policy and planning standards pertaining to debt issuance,
maintenance of reserves, and use of the Rate Stabilization Fund. From time to time, the Bureau reviews all policies and planning
standards and may elect to change them.
FINANCIAL OPERATIONS POLICIES
Ending Fund Balances
The Bureau maintains a financial planning policy that the combined ending fund balances within the Sewer System Operating Fund
and the Rate Stabilization Fund must be equal to or greater than ten percent of each year's Operating Expenses. For FY 2004-05, the
Bureau intends to maintain a combined ending fund balance of $12.3 million, which is fifteen percent of Operating Expenses. This
amount represents an approximate $4 million increase from the normal level of ten percent. The combined ending fund balance will
return to the historical level of ten percent thereafter. The intent of this temporary adjustment is to make additional financial resources
available to the System during the transition to a new customer billing system. (See “USER CHARGE BILLING AND
COLLECTION SYSTEM.”)
Use of Rate Stabilization Fund
The Bureau uses transfers between the Sewer System Operating Fund and the Sewer System Rate Stabilization Fund to smooth rate
increases over the financial planning period. This smoothing is one of the Bureau’s key financial planning objectives and is aimed at
maintaining financial stability and predictability in the context of changing regulatory requirements and operating needs. It also helps
ensure that debt service coverage meets planning standards. (See “Debt Service Coverage” below.) As discussed above, the Bureau
has maintained the combined ending fund balances in the Rate Stabilization Fund and the Sewer System Operating Fund at ten percent
of annual operating expenses, but temporarily has increased this allocation to fifteen percent of annual operating expenditures in FY
2003-04 and FY 2004-05.
POLICIES AND PLANS GOVERNING BOND ISSUANCE
Debt Service Coverage
The bulk of the Bureau’s Capital Improvement Plan is financed by revenue bonds. Bond covenants for outstanding First Lien Bonds
affect revenue needs through coverage requirements. Though not required by existing covenants, the Bureau’s planning standard is to
set rates such that Net Revenues (including transfers from the Rate Stabilization Fund) are at least 1.50 times the annual debt service
requirement on First Lien Bonds. The Bureau also maintains a planning standard for combined First and Second Lien Bonds that will
result in Net Revenues (including transfers from the Rate Stabilization Fund) of at least 1.30 times combined Annual Debt Service on
First and Second Lien Bonds. These two standards exceed the debt service coverage required by bond covenants and serve two
purposes. First, the absolute dollar difference between the planning standard and the Bureau's legal debt service coverage requirement
provides a margin of safety for meeting coverage requirements. Second, the higher standards ensure ongoing equity contributions to
the capital program, further strengthening financial operations.
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Financial Policies Relating to Variable Rate Obligations
With the issuance of the Second Lien Sewer System Revenue Bonds, 2003 Series B Bonds (the “2003 Series B Bonds”), which
were issued as auction rate securities, the Bureau has adopted a conservative approach to planning for interest rate volatility on its
variable rate debt. For FY 2004-05, the Bureau has budgeted using an average interest rate of five percent for the $150 million
2003 Series B Bonds. (See “Historical and Projected Results of Financial Operations.”) The difference between Actual Debt
Service and the amount budgeted will be applied each year to fund an interest rate risk reserve (described below) and for
retirement of outstanding debt. To manage the risks associated with this variable rate debt, the Bureau has adopted the following
policies:
•

An interest rate risk reserve of nine million dollars was created and expected to be fully funded by FY 2005-06. As of April 21,
2005, the risk reserve balance was $9.7 million. This reserve will be sufficient to offset interest rates three percent above forecast
levels for two years.

•

The interest rate used to calculate debt service for the variable rate bonds in the Bureau’s financial forecasts (for the purpose of
determining planning standard coverage requirements) will be at least 100 basis points (1.0%) higher than the most recent actual
rate on variable rate bonds.

•

Funds representing the difference between forecast and Actual Debt Service on the variable rate bonds will be used first to fund
the reserve for interest rate risk, then to retire outstanding Sewer System debt.

•

The Bureau will review the interest rate assumptions and revise them as necessary to satisfy the two-percent margin for the
forecasts underlying the annual five-year financial plan and the annual rate study. The Bureau may update the assumptions more
frequently should it determine the need to do so.

26

ANNUAL DISCLOSURE INFORMATION
In conformance with SEC Rule 15c2-12, as amended (17 CFR Part 240, § 240.15c2-12) (the “Rule”), the City will provide annually the
information presented in this section entitled “ANNUAL DISCLOSURE INFORMATION” to all NRMSIRs and the SID, if any. (See Appendix D,
“Continuing Disclosure Certificate” herein.)

OVERVIEW OF FINANCIAL OPERATIONS
Basis of Accounting
The governmental fund types, expendable trust funds, and agency funds are maintained on the modified accrual basis of accounting.
The accrual basis of accounting is used for all enterprise funds. The City’s accounting practices conform to generally accepted
accounting principles as interpreted by the Governmental Accounting Standards Board (the “GASB”). Beginning with FY 2001-02,
the City of Portland adopted the provisions of GASB Statement No. 34 (“GASB 34”), which establishes new requirements and a new
reporting model for the annual financial reports of state and local governments.
Fiscal Year
July 1 to June 30.
Audits
The Oregon Municipal Audit Law (ORS 297.405 - 297.555) requires an audit and examination be made of the accounts and financial
affairs of every municipal corporation at least once each year. The audit shall be made by accountants whose names are included on
the roster prepared by the State Board of Accountancy.
KPMG LLP conducted audits of the financial statements of the City of Portland and related entities from FY 1995-96 through FY
2001-02. The City entered into a contract with Moss Adams LLP to perform auditing services for FY 2002-03, with an option to
extend the contract for an additional two years. Moss Adams LLP completed the City’s FY 2003-04 audit and has been engaged to
conduct its FY 2004-05 audit.
A complete copy of the City’s FY 2002-03 audit is available on the City’s web site at
http://www.portlandonline.com/omf/index.cfm?c=31401. The City’s web site is listed for reference only, and is not part of this
Official Statement.
Financial Reporting
The City has received the Government Finance Officers Association’s (“GFOA”) Certificate of Achievement for Excellence in
Financial Reporting every year since 1982. According to GFOA, the Certificate of Achievement is “the highest form of recognition in
the area of governmental financial reporting.” To be awarded the certificate, a governmental unit must publish an easily readable and
efficiently organized comprehensive annual financial report whose content conforms to program requirements and satisfies both
generally accepted accounting principles and applicable legal requirements.
BUDGET PROCESS
The City prepares annual budgets for all its bureaus in accordance with provisions of the Oregon Local Budget Law, which provides
standard procedures for the preparation, presentation, administration and appraisal of public sector budgets. At the outset of the
process, the City Council, along with City managers, convene to review overall goals and establish priorities. The Council conducts
an extensive public information and survey process to obtain direct public input on City service priorities. In addition to this public
outreach process, the City created the Portland Utilities Review Board (the “PURB”) in 1994. The PURB is an appointed body of
nine interested citizens who provide independent and representative customer review of water, sewer, and solid waste financial plans
and rates, which operates in an advisory capacity to Council.
The information derived from the public outreach processes is used to finalize the Council’s goals, priorities, and action plan for the
next budget cycle. The Council then holds work sessions with the City’s key bureaus to discuss short and long-term issues, and to
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review the five-year financial plans prepared for each major service area. This up-front planning ensures that each year’s budget
responds to Council priorities not just for that specific year, but also in the long term.
Bureau budget proposals are reviewed by the City’s Office of Management and Finance staff and by the PURB. Community hearings
are scheduled wherein summary budget information is presented for each major service area and public testimony is taken. Finally,
formal public hearings are held by the City Council at various locations throughout the City. A budget summary and notice of hearing
are published prior to the hearings. The City Council considers the testimony from the community, from the PURB, and from formal
hearings, and can alter the budget recommendations. Final adoption of the bureaus’ budgets is through a majority vote of the Council.
All committee meetings and budget hearings are open to the public.
INSURANCE
The City is self-funded and administered in the areas of comprehensive general, fleet liability and worker’s compensation insurance.
The State of Oregon protects public bodies by disallowing claim payments greater than (i) $50,000 to any claimant for any number of
claims for damage to or destruction of property, including consequential damages, arising out of a single accident or occurrence; (ii)
$200,000 to any claimant for all other claims arising out of a single accident or occurrence; (iii) $500,000 for any number of claims
arising out of a single accident or occurrence.
The City purchases insurance coverage for several other types of risk including all-risk property insurance, boiler and machinery
insurance, marine hull and machinery insurance for fireboats, a public official bond for the City Treasurer, a crime policy, and a tuning
and testing liability policy for Portland International Raceway. All sewage treatment and pumping facilities are insured for loss
through purchased insurance coverage. Collection systems and interceptor sewer lines are not insured but are repaired and replaced as
required through the maintenance program of the Bureau of Environmental Services.
PENSION PLANS
General
Substantially all City employees (other than most fire and police personnel), after six months of employment, are participants in the
State of Oregon Public Employees Retirement System (“PERS”) Plan or the newly created Oregon Public Service Retirement Plan
(“OPSRP”).
The PERS Plan is a defined benefit pension plan that provides retirement and disability benefits, annual cost-of-living adjustments,
and death benefits to members and their beneficiaries. Different benefit structures apply to participants depending on their date of
hire. Retirement benefits for PERS Plan members are based on final average salary and length of service and are calculated under a
full formula method, formula plus annuity method, or money match (defined contribution) method if a greater benefit results.
Beginning January 1, 2004, PERS Plan employee contributions were directed to an individual retirement account and will be part of a
separate defined contribution program.
The 72nd Oregon Legislature created the OPSRP. Public employees hired on or after August 29, 2003, become part of OPSRP,
unless membership was previously established in PERS. OPSRP is a hybrid (defined contribution/defined benefit) pension plan with
two components. Employer contributions fund the defined benefit program and employee contributions fund individual retirement
accounts under the separate defined contribution program.
Employers participating in the PERS Plan and OPSRP are required to remit contributions based on rates calculated by the PERS
board. Rates are the amounts estimated by the board as necessary to pay the retirement and other pension obligations owed to
employees when they retire, die, or become disabled. The employer contribution rates are set using the entry age actuarial cost
method. Covered employees are required by state statute to contribute six percent of their annual salary to the PERS Plan or OPSRP,
but the employer is allowed to pay any or all of the employees' contribution in addition to the required employers' contribution. The
City has elected to make the six percent employee contribution.
As of July 1, 2003, the City is paying a total PERS/OPSRP rate of 9.70 percent. This rate comprises the six percent employee
contribution rate, and the employer rate of 3.70 percent which is effective through June 30, 2005. The employer contribution rate is
subject to future adjustment based upon the results of subsequent actuarial valuations or the outcome of legal challenges to recent
PERS legislation. (See “Legal Challenges” below.)
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At the March PERS Board meeting, the PERS actuary presented the rate increases for individual employers. The rate for the City is
an increase of 7.63 percent of payroll. The PERS Board elected to defer half of the increase for all employers. The City’s rate for FY
2005-06 and FY 2006-07 will be 8.07% of payroll. The rate will increase to 12.29% of payroll in FY 2007-08. One percent of
payroll is equal to about $2 million.
The total pension plan contribution of the City charged to expenditures for FY 2003-04 was $19,867,865. Additionally, each City
bureau contributes a portion of the debt service on the City’s $300.8 million Limited Tax Pension Obligation Revenue Bonds issued in
FY 1999-00. These bonds were issued to fund the unfunded actuarial accrued liability with PERS as of December 31, 1997. In
accordance with generally accepted accounting principles, the City has allocated the pension bond liability to all funds that have
employees who are PERS members, including the Bureau.
As of December 31, 2003, the actuarial value of the City’s assets with the PERS exceeded its actuarial liability by $28,240,751, which
is calculated assuming legislative actions withstand legal challenges. (See “Legal Challenges” below.)
Legal Challenges
Several Oregon employees have filed lawsuits challenging legislation enacted by the 2003 Oregon Legislative Assembly that was
intended to reduce costs for participating employers, including the City (the “2003 PERS Legislation.”) The 2003 PERS Legislation,
among other things, provided that Tier One members would receive the PERS assumed annual interest rate (currently 8%) on their
accounts over the length of the members’ service rather than on an annual basis; eliminated a requirement that employers make up any
deficits in a gain loss reserve account; modified a member’s ability to invest in a variable account; and changed the actuarial tables
upon which life expectancies and benefits were based. The 2003 PERS Legislation also provided a statutory remedy to a prior case,
known as the City of Eugene case, which was brought in circuit court on behalf of certain local government public employers. In the
City of Eugene case, the trial court ruled, among other things, that PERB had credited too much in 1999 earnings to member accounts
and had not properly funded reserves, leading to certain retirees receiving excessive benefits. In an effort to address the trial court’s
ruling, the 2003 PERS Legislation suspended cost of living increases to retirees until excess benefit payments were off-set and
provided that any excess amounts paid were to be classified as administrative expenses chargeable against future earnings of
non-retired members’ accounts. Some public employees have filed an appeal in the City of Eugene case, which is currently pending
before the Oregon Supreme Court.
In July 2003, a number of Oregon public employees filed challenges to the 2003 PERS Legislation in federal district court and the
Oregon Supreme Court. The lawsuits allege that the 2003 PERS Legislation violates PERS-covered employees’ contractual rights
under both the U.S. and State constitutions. In August 2004, a federal district court judge upheld the 2003 PERS Legislation as lawful
under the U.S. constitution. The plaintiffs in that case have appealed, and the case is now pending before the Ninth Circuit Court of
Appeals. In March 2005, the Oregon Supreme Court ruled on the cases filed in the Oregon Supreme Court (the “Strunk Decision”).
The court held that Tier One members must continue to receive the PERS assumed annual interest rate on their existing accounts and
that cost-of-living adjustments for current retirees could not be suspended. The court rejected all other challenges to the 2003 PERS
Legislation. Several other cases remain pending in the Oregon circuit courts and may be governed by the Strunk Decision.
The City currently anticipates, based on the Strunk Decision, that the amount it must pay into the PERS fund may increase. The
PERB actuary estimated at the end of March that as a result of the Strunk Decision, the system-wide unfunded actuarial liability
(“UAL”) as of December 31, 2003, increased by approximately $2.1 billion and that system-wide employer contribution rates would
need to increase by approximately 2.4% of covered payroll to eliminate the estimated increase in the UAL. The PERB actuary did not
determine the City’s portion of the estimated increase in the UAL or the required increase in the City’s employer contribution rate
attributable to the Strunk Decision. PERB has the option to set aside sufficient reserves to off-set all or nearly all of the estimated
increase in the UAL. PERB is not required to use its reserves to off-set any increase in the UAL and may choose to retain all or a
portion of its reserves for other purposes.
The estimated $2.1 billion increase in the UAL may be further increased, or decreased, depending on a variety of factors, including the
investment performance of the PERS fund, the use of reserves, and the outcome of the City of Eugene and federal cases. The PERB
actuary has determined that if the court rules in favor of the employers and upholds the trial court ruling in the City of Eugene case, the
estimated $2.1 billion increase in the UAL could be substantially reduced. In the federal case, if the Ninth Circuit reverses the trial
court, those portions of the 2003 PERS Legislation that were upheld by the Oregon Supreme Court in the Strunk Decision under the
Oregon constitution would be overturned under the U.S. constitution. The City believes, however, that there are strong arguments for
upholding the trial court’s decision in the federal case.
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PERB decided at its March 2005 meeting to wait for a final decision in the City of Eugene case before deciding whether to allocate
any reserves and adjusting any member accounts. The City does not expect any increase in employer contribution rates that may be
imposed by PERB to take effect before the 2007-2009 biennium.
Fire and Police Disability and Retirement Fund
Most of the fire and police personnel are covered under the City’s Fire and Police Disability and Retirement (“FPDR”) Fund. The
FPDR Fund is financed from a special property tax levy of not less than $1.00 or more than $2.80 per $1,000 of real market value of
property in the City. The FY 2004-05 levy of $86,522,327 for pension purposes requires a tax rate of $2.3950 per $1,000 of assessed
property value, or approximately $1.47 per $1,000 of real market value. The FPDR Fund actuary has estimated that the unfunded
actuarial liability of the FPDR Fund was $1,274,352,926 as of July 1, 2004.
In November 1989, the voters of the City agreed to amend the FPDR Plan to bring its provisions in line with PERS. Under state law,
plans must be “equal to or better than” PERS. Basic retirement benefit changes involved reducing vesting from 25 years to 5 years,
elimination of employee contributions, and elimination of termination of benefits to a surviving spouse that remarries. Disability
benefits were modernized to cover conditions such as AIDS and Hepatitis B, vocational rehabilitation, wage offsets for outside
earnings, and reduction of benefits when conditions become medically stationary and a person is capable of other employment.
Calculation of disability pay was also changed from 100 percent of salary for the first year, 100 percent of First Class Patrol or
Firefighter for the next 3 years and 60 percent of First Class pay thereafter, to 75 percent of salary until medically stable and capable
of other employment.
FUND ACCOUNTING SYSTEM
The Bureau’s financial reporting system is organized into six separate funds relevant to the 2005 Series A Bonds. These funds and
their financial reporting purposes are described as follows.
Sewer System Operating Fund
The Sewer System Operating Fund (Fund 151) provides for the day-to-day operation, maintenance and management of Bureau
programs. All payments for Sewer System materials and services are made within the Sewer System Operating Fund, with
reimbursement from the Sewer System Construction Fund (described below) for capital improvements. The Environmental
Remediation Fund (Fund 161) has in the past supported the City’s waste disposal site remediation activities and contributes funds to
the Portland Harbor investigation.
Sewer System Construction Fund
The Sewer System Construction Fund (Fund 552) provides for the funding of Sewer System capital improvements, holding equity
contributions and net bond proceeds until requested by the Sewer System Operating Fund for reimbursements of certain capital-related
expenditures.
Sewer System Debt Redemption Fund
The Sewer System Debt Redemption Fund is a single fund (Fund 351) that provides for payment of City debt incurred in conjunction
with construction of Sewage System facilities.
Agency and Trust Funds. Three separate Agency and Trust funds have been established which (i) allow for better financial
management by enabling the City to level fluctuations in Sewer System revenues (primarily connection charges) from year to year, (ii)
allow for the deposit of monies from the State of Oregon’s State Assessment Deferral Loan Fund, and (iii) allow for the deposit of
monies to fund loans for private plumbing connections to the Sewer System. Included in this category are:
•
•
•

Sewer System Rate Stabilization Fund (Fund 632)
Sewer System Safety Net Fund (Fund 633)
Sewer System Revolving Loan Fund (Fund 636)

For financial reporting purposes, all of the above referenced funds (except the Environmental Remediation Fund) are included within
the Sewage Disposal Fund, the financial statements of which are reported in Appendix B of this Official Statement.
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HISTORICAL REVENUES AND EXPENDITURES
In the past, the City has maintained Sewer System Gross Revenues sufficient to provide for all operating expenditures and debt
service, and has met legal debt service coverage requirements. In addition to meeting these requirements, the City’s Sewer System
Gross Revenues have provided substantial cash to finance the capital program in combination with federal grants and the proceeds of
revenue bond sales. Historical results of the Bureau’s financial operations are shown in the following table. Audited statements of
revenues, expenditures, changes in retained earnings, and the audited balance sheet for the Sewer System Operating Fund are
presented in Appendix B.
Table 7
CITY OF PORTLAND, OREGON
Sewer System
Historical Operating Results (1)
Fiscal Year

1999-00

2000-01

2001-02

2002-03

2003-04

$125,133
5,336
5,874

$130,296
8,488
5,685

$150,035
4,211
7,320

$154,443
1,612
9,242

$166,047
2,585
8,271

3,575
2,355

3,975
1,777

5,275
4,496

0
3,560

362
3,003

$142,272

$150,221

$171,337

$168,858

$180,268

$65,662

$68,562

$79,277

$67,340

$69,748

0

0

0

5,175

9,187

$65,662

$68,562

$79,277

$72,515

$78,935

NET REVENUES

$76,610

$81,659

$92,060

$96,343

$101,333

DEBT SERVICE
First Lien Bonds
Second Lien Bonds
TOTAL DEBT SERVICE

$53,015
0
$53,015

$56,494
0
$56,494

$61,379
0
$61,379

$61,385
0
$61,385

$56,576
$9,598
$66,174

1.45 x
N/A

1.45 x
N/A

1.50 x
N/A

1.57 x
N/A

1.79 x
1.53 x

(In thousands of dollars, except for debt
service coverage)
GROSS REVENUES (1)
Total Operating Revenues
Interest Earnings
System Development Charges
Cash Transfers In Rate Stabilization Fund (2)
Other Funds
TOTAL GROSS REVENUES
OPERATING EXPENSES
Operating Expenses (3) (4)
Cash Transfers Out Rate Stabilization Fund (2)
TOTAL OPERATING EXPENSES

DEBT SERVICE COVERAGE (5)
First Lien Bonds
First and Second Lien Bonds
Notes:

(1) As defined in the First Lien Bond Ordinance.
(2) Transfers from the Rate Stabilization Fund are used to balance coverage to the planning standard. (See “FINANCIAL POLICIES AND
PLANNING STANDARDS – Use of Rate Stabilization Fund.”)
(3) Excluding depreciation expense.
(4) Operating expenses in FY 2001-02 include an increase of $13.6 million in allowance for uncollectible debt associated with a new customer
billing system. (See “USER CHARGE BILLING AND COLLECTION SYSTEM.”)
(5) From FY 1999-00 through FY 2000-01 the Bureau’s planning standard for debt service coverage on First Lien bonds was 1.45. Beginning with
FY 2001-02, the coverage planning standard on First Lien bonds was increased to 1.50.
Source: Bureau of Environmental Services.
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Table 8
CITY OF PORTLAND, OREGON
Sewer System
Interim Financial Results (Unaudited)
For Accounting Period Ending AP-10 April 6, 2005

Partial Year
FY 2004-05
Operating Revenues:
Services Charges and fees
Licenses and permits
Rents and reimbursements
Miscellaneous

$140,476,126
588,724
46,235
2,079,999

Total operating revenues

$143,191,084

Operating Expenses:
Salaries and wages
Operating supplies
Professional services
Internal Services
Repairs and Maintenance
Utilities
Other Services
Insuranc
e
Travel Expense
Depreciation
Miscellaneous

$29,028,950
1,983,742
10,212,010
20,403,527
502,156
3,211,044
6,813,036
725,847
70,916
1,476,062
6,268,035

Total operating expense

$80,695,325

Operating income (loss)

$62,495,759

Non-Operating Revenues (Expenses):
Interest on investments
Interest expense
Gain (loss) on disposal of fixed assets
Miscellaneous
Operating transfers in (out)

$1,955,736
(24,344,300)
1,277,166
(8,863,446)

Total Non-Operating Revenue (Expense)
Net Income (loss)

$(29,974,844)
$32,520,915

Retained Earnings, July 1, 2004

$843,581,194

Retained Earnings, April 6, 2005

$876,102,109

Source: Bureau of Environmental Services.
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USER CHARGE BILLING AND COLLECTION SYSTEM
Ratemaking and Authorization
Section 11-302 of the City Charter authorizes the City Council to fix fees and charges for connection to and use of the Sewer System.
Sewer user fees and connection charges are formally reviewed every year by the Bureau. Rates required to support proposed activities
and meet all obligations to bondholders under the Ordinance are submitted annually by the Director of the Bureau to the City Council
for review and approval. No governmental approval, other than the City Council’s, is required. The City Council approved an average
increase of approximately 5.9 percent to fees and charges for FY 2004-05 in May 2004. Over the last 20 years, rate increases have
averaged approximately 10 percent annually.
Billings and Collections
Sewer System billings and collection services for retail customers are provided by the City’s Utility Billing Service. Billing is on a
quarterly cycle for approximately 151,000 accounts, a bimonthly cycle for approximately 14,000 accounts, and is on a monthly basis
for 5,000 large user accounts. Bills sent to customers include separate line items for water and Sewer System services. The Office of
Management and Finance is currently responsible for implementation of the billing system that will replace the Open Vision System,
and transferring existing billing and collection services to the Office of Management and Finance is expected to further efforts to
ensure a smooth and successful transition to the new billing system. (See “Replacement of OV Billing System” below.) Creation of a
new Revenue Bureau, which would be part of the Office of Management and Finance, is also under study in order to integrate most
billing and collection functions across the City into one agency, including those now housed within the Water, Licenses, and Parks
bureaus.
The approximately 14,000 bimonthly sewer accounts described in the preceding paragraph receive water from either the Powell
Valley Road Water District, the Rockwood Water People’s Utility District, or the Lorna Water District. Since they are not City water
customers, there is no water shutoff option for collection of delinquent sewer bills for these customers. Liens have been used for
owner-occupied single family properties (see “Financial Impacts” below). On July 1 2005, the City will absorb the Powell Valley
Road Water District and its approximately 10,000 customers. As City water customers they will be subject to water shutoff for
delinquent sewer bills. The Bureau is currently encouraging delinquent customers in this area to enroll in payment plans, and intends
to move remaining delinquent customers through the shutoff process after July 1. Past due balances currently total approximately $1.4
million for this group.
Most Sewer System bills are collected routinely along with the payment for water service. When a bill for water or wastewater service
becomes delinquent (21 days after billing) a reminder notice is sent. Collection practices for delinquent or unpaid sewer bills include
water service termination for non-payment of sewer user charges.
Wholesale customers are billed at various times during a fiscal year ranging from bi-monthly to quarterly. As of June 30, 2004, no
wholesale customer was delinquent with respect to billed charges.
Open Vision Customer Billing System
Approximately $247 million in annual user charge revenues for the Bureau and the City’s Bureau of Water Works (“Water Bureau”)
will be billed in FY 2004-05 through the Open Vision customer billing system (“OV”). Prior to February 2005, billing and collection
for sewer service was managed by the Water Bureau. In 1997, the Water Bureau began planning to replace its 20 year-old customer
billing and information system. The Water Bureau selected Severn Trent Systems (“STS”) of Houston, Texas to provide and install its
Open Vision (“OV”) system. The OV system was intended to meet the Water Bureau’s specific needs as a water utility and as the
billing agent for the Bureau. The OV system began bill production in February 2000 for the two bureaus’ 176,000 residential and
commercial water and sewer accounts and 19 wholesale water accounts.
Immediately upon activation of the OV system, numerous system difficulties were encountered. These difficulties were primarily
related to incorrect billing or non-billing of accounts and the lack of automated past due account collections processing. Problems
with the OV system were causing serious utility financial impacts by June 2000, including an increase in combined water and sewer
accounts receivable from historically constant levels of around $15 million to nearly $35 million by June 30, 2000.
By February 2001, one year after “going live,” approximately 38,000 accounts (22 percent of total accounts) were still not billing
properly. Efforts by both City and STS personnel resulted in a reduction in problem accounts to approximately 12,000 by June 2001,
and by January 2003 accounts not billing or with delayed billings had returned to normal levels.
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The City and STS reached a settlement related to the losses incurred by the City with the OV system. STS paid the City $7.0 million,
split equally between the Water Bureau and the Bureau, and agreed to a Software License and Maintenance Agreement with the City.
The City is on schedule to replace the system in March 2006. (See “Replacement of OV Billing System” below.)
Financial Impacts
Unbilled and late-billed accounts have resulted in a reduction in billings and cash receipts since implementation of the OV system in
February 2000. Through the end of FY 2000-01, cumulative system billings and cash receipts since OV system startup were below
the Bureau’s budget projections by 15 percent and 17 percent respectively. Improvements in the billing rate and implementation of
automated debt recovery processes have reduced uncollected sewer and stormwater revenues related to billing problems with the OV
system from $27.6 million at the end of FY 2000-01 to $13.8 million as of June 30, 2004. This trend is expected to continue through
FY 2004-05.
Problems associated with the OV system also resulted in additional operating expenses incurred by both the Water Bureau and the
Bureau, primarily for hiring temporary employees to answer customer concerns about missing bills, large catch-up bills, and large past
due balances. These additional expenses are continuing and are estimated to total about $1.0 million during FY 2004-05. Similar
expenses are expected to be incurred in FY 2005-06 as work continues on implementing the new billing system.
The Bureau’s financial projections include an allowance for uncollectibles of $11.2 million, or approximately 41 percent of total
receivables as of June 30, 2004. To enhance the effectiveness of planned debt recovery efforts, the City has used its ability under state
law to place a lien on properties of sewer customer accounts where water cannot be shut off. In June 2004 approximately $1.5 million
in delinquent sewer and stormwater balances was certified to the County Assessor for inclusion in November property tax bills. These
liens are for owner-occupied single-family residences. The City is exploring the feasibility of placing liens on rental properties as
well.
Replacement of OV Billing System
The City is replacing the OV billing system, as it has been unable to achieve the desired functionality and has required
considerably more staff resources to operate than was anticipated. The City selected Cayenta Utilities for the replacement system.
The replacement project is being managed by the City’s Office of Management and Finance, with project management assistance
from Management Systems Utilities Group. Implementation is expected to be completed in March 2006.
Costs for the replacement system are estimated to be approximately $11.5 million, including City staff time. The implementation
plan also assumes that an enhanced level of functionality will be acquired over the full implementation period. The Water Bureau
and the Bureau will share the costs of the new system. A quality assurance consulting firm retained by the City to assess the
implementation process has confirmed that the process is on schedule.
Rate Reform
In 1999, in response to citizen concerns about affordability of water, sewer, and stormwater bills, the City Council instructed the
Bureau to develop proposals for changing sewer and stormwater rate structures to enhance the affordability and controllability of
sewer and stormwater charges for residential customers. After a yearlong process including extensive public involvement, the Bureau
proposed several alternative rate structures to the City Council. The City Council directed the Bureau to implement its preferred
option for rate reform in a Resolution passed in April 2000. The Resolution directed the Bureau to make several significant changes.
To enhance affordability and controllability of sewer bills, account service charge for sewer and stormwater was reduced to reflect
only the direct costs of billing, collection, meter reading, and customer service. Other costs, including Bureau overhead and certain
public information costs, were to be recovered through sanitary volume and stormwater charges. The rate structure for FY 2000-01
and beyond reflects this change. The rate structure change resulted in a shift in revenue requirements away from low-volume users
toward higher-volume users. Partly as a result of this change, the average single family monthly residential water and sewer bill
increased by only 4.9 percent for FY 2000-01.
To reflect the contributions to stormwater management made by individuals who install stormwater facilities on site, the City Council
directed the Bureau to develop a discount program for stormwater charges. The Bureau has developed and the City Council has
approved the structure of the program. Implementation of the discounts has been delayed until the replacement customer billing
system is fully implemented. (See “Replacement of Customer Billing System and Its Impact on Financial Operations” above.)
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The City Council has determined that when the stormwater discount program is implemented, customers who apply for and receive
discounts during the first twelve months of the program should be granted the discounts for a retroactive period of one year. Since the
exact starting date of the discounts depends on successful implementation of the new billing system (see “Replacement of OV Billing
System” above), the impacts are not included in the five-year forecast. The Bureau estimates the one-time cost of these one-year
retroactive payments be approximately $7.8 million. The cost will be recovered from ratepayers through stormwater charges.
Low Income Discounts
The City Council has expressed concern regarding the cost impacts of water and sewer bills to low-income households. In May 1997,
after twelve months of research and analysis the City Council approved an expanded version of the existing low-income assistance
program, which was implemented July 1, 1997. Program enhancements included extending eligibility to multifamily customers
paying their own water/sewer bills, no charge for monthly billing for residential accounts (normally billed quarterly), enhanced
assistance for leak repair, a program coordinator to oversee increased marketing efforts, and enhanced accessibility. The bill discount
is 30 percent of a typical low-income customer bill, which lowers sewer bills for eligible residential households by approximately
$12.42 per month or $149.04 per year for the current fiscal year. Funding is provided by adjusting rates for all classes of customers
upward to offset the revenue reductions from the low-income discount program. Total sewer revenue redistribution from low-income
discount rates is estimated at approximately $563,000 per year.
Wholesale Rates
The City currently provides contractual services to one major wholesale customer, the City of Lake Oswego, Oregon, and several
smaller wholesale customers, including county service districts and portions of two other cities. Each wholesale service contract
provides for full cost recovery during the life of the contract. Charges to wholesale customers were $2,970,792 for FY 2003-04,
which, by comparison, was approximately 0.91 percent of total System revenues.

35

Table 9
CITY OF PORTLAND, OREGON
Sewer System
Historical Monthly Rates and Charges

Fiscal Year

1999-00

2000-01 (1) 2001-02

2002-03

2003-04

CUSTOMER CLASS
Residential
Account Service ($/account)
Sanitary Volume ($/ccf)
Impervious Area Charge ($/1000 sq. ft.)

4.17
3.29
3.66

1.75
3.76
4.17

2.24
4.10
4.57

2.71
4.46
4.76

3.08
4.74
5.04

29.59

30.01

33.40

35.89

38.69

3.410

3.933

4.242

4.585

4.868

2.180
0.370
4.010
11.33
22.62

2.599
0.417
4.630
5.170
5.170

4.242
0.457
5.00
7.17
7.17

4.585
0.476
5.17
8.60
8.60

4.868
0.505
5.54
9.69
9.69

Extra Strength
Biochemical Oxygen Demand ($/lb.)
Suspended Solids ($/lb.)

0.359
0.419

0.388
0.467

0.405
0.487

0.437
0.562

0.463
0.554

Capital Charges (4)
Sanitary System Development Charge
($/EDU)

1,828

1,972

2,139

2,275

2,420

Year-to-Year Percentage Increase
of Avg. Single-Family Monthly Bill

8.8%

4.9%

10.0%

7.0%

6.2%

Average Single-Family Monthly
Bill($/account) (2)
Commercial
Sanitary Volume ($/ccf)
Cooling (Clean) Water
To Combined Sewer ($/ccf)
To Storm Sewer ($/ccf)
Impervious Area Charge ($/1000 sq. ft.)
Billing Charge-Monthly (3)
Billing Charge-Quarterly (3)

Notes:
(1)
(2)
(3)
(4)

FY 2000-01 charges effective August 1, 2000; all other charges effective July 1 of each year.
Average bills have been restated to reflect average annual billed consumption, which is lower than winter average use.
Beginning in FY 2000-01, the commercial account service charge is calculated per bill for both quarterly and monthly accounts.
Abbreviations used in the table include the following: “ccf” (hundred cubic feet) and “EDU” (Equivalent Dwelling Units).

Source: Bureau of Environmental Services.
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Major Retail Users
The following table presents the top users of the Sewer System, as measured by user charges. The charges represent a combination of
users’ sanitary sewer and drainage service accounts.
Table 10
CITY OF PORTLAND, OREGON
Sewer System
Largest Bureau Customers (FY 2003-04)

Total Sewer
Charge
$1,600,593
1,449,440
1,090,973
1,007,027
910,093
858,990
796,221
781,262
735,479
730,120

CUSTOMER
Portland Public Schools
Wacker Siltronic Corp.
Oregon Health Sciences University
Housing Authority of Portland
Precision Castparts
Dean Foods
American Property Management
Westfarm Foods
Oregon Zoo
Port of Portland
Total

$9,960,198

Source: City of Portland.
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Percentage
of Rate
Revenues
0.96%
0.87
0.66
0.61
0.55
0.52
0.48
0.47
0.44
0.44
6.00%

OUTSTANDING SEWER SYSTEM DEBT
Revenue Bonds
Upon the issuance of the 2005 Series A Bonds, the City expects to have a total of $1,002,240,000 of Sewer System First and Second
Lien Bonds outstanding. The following table shows outstanding First and Second Lien Bonds as of the delivery of the 2005 Series A
Bonds.
Table 11
CITY OF PORTLAND, OREGON
Sewer System
Outstanding First and Second Lien Bonds

Issue
First Lien Bonds
1996 Series A
1997 Series A Refunding
1998 Series A
2004 Series A Bonds
2004 Series B Bonds
2005 Series A Bonds
Subtotal
Second Lien Bonds
2003 Series A Bonds
2003 Series B Bonds
Subtotal

Dated

Final
Maturity

11/1/1996
8/15/1997
9/15/1998
11/30/2004
11/30/2004
6/16/2005

6/1/2017
6/1/2015
6/1/2018
10/1/2024
6/1/2017
8/1/2020

$110,000,000
262,500,000
160,000,000
163,500,000
93,080,000
144,850,000
$933,930,000

$1,655,000
237,620,000
133,110,000
163,500,000
93,080,000
144,850,000
$773,815,000

4/3/2003
6/12/2003

6/1/2023
6/1/2023

$88,370,000
150,000,000
$238,370,000

$78,425,000
150,000,000
$228,425,000

$1,172,300,000

$1,002,240,000

TOTAL
Source: City of Portland.
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Original
Par Amount

Amount
Outstanding

The following table shows the Sewer System’s expected annual debt service requirements associated with outstanding First Lien
Bonds and Second Lien Bonds anticipated to be issued as of the Date of Delivery of the 2005 Series A Bonds.
Table 12
CITY OF PORTLAND, OREGON
Sewer System Revenue Bonds
Annual Debt Service Requirements
Fiscal Year
Ending
30-Jun
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
TOTAL

First Lien 2005 Series A Bonds
Principal
$0
0
0
0
0
0
0
0
0
0
0
0
0
45,890,000
48,250,000
50,710,000

Interest
$4,526,563
7,242,500
7,242,500
7,242,500
7,242,500
7,242,500
7,242,500
7,242,500
7,242,500
7,242,500
7,242,500
7,242,500
7,242,500
6,095,250
3,741,750
1,267,750

Total
$4,526,563
7,242,500
7,242,500
7,242,500
7,242,500
7,242,500
7,242,500
7,242,500
7,242,500
7,242,500
7,242,500
7,242,500
7,242,500
51,985,250
51,991,750
51,977,750

$144,850,000

$102,541,313

$247,391,313

Outstanding
First Lien
Bond Debt

Total
First
Lien Bond

Outstanding
Second
Lien Bond

Service (1)
$57,404,994
57,162,225
57,845,025
57,852,975
57,847,700
65,614,250
65,612,550
65,618,688
65,601,875
65,614,725
65,607,275
65,634,125
66,478,325
12,785,475
12,787,975
12,785,975
12,779,863
12,788,750
12,780,000
12,781,750
$903,384,519

Debt Service
$61,931,556
64,404,725
65,087,525
65,095,475
65,090,200
72,856,750
72,855,050
72,861,188
72,844,375
72,857,225
72,849,775
72,876,625
73,720,825
64,770,725
64,779,725
64,763,725
12,779,863
12,788,750
12,780,000
12,781,750
$1,150,775,831

Debt Service (2)
$18,597,804
18,970,637
18,964,887
18,602,304
19,329,971
11,308,054
12,041,446
11,309,954
11,673,525
11,676,212
11,677,075
11,675,850
11,307,692
19,616,921
18,735,431
19,076,958
71,971,778
71,997,750
0
0
$388,534,249

Total
First & Second
Lien Bond
Debt Service
$80,529,360
83,375,362
84,052,412
83,697,779
84,420,171
84,164,804
84,896,496
84,171,142
84,517,900
84,533,437
84,526,850
84,552,475
85,028,517
84,387,646
83,515,156
83,840,683
84,751,641
84,786,500
12,780,000
12,781,750
$1,539,310,080

Notes:
(1)
(2)

Excludes bonds refunded with the 2005 Series A Bonds.
Assumes variable rate Second Lien Sewer System Revenue Bonds, 2003 Series B Bonds carry an interest rate of 5.0 percent. These bonds are Auction Rate
Securities, currently in 35-day mode.

Source: City of Portland.

(End of Annual Disclosure Information)
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PROJECTED REVENUES AND EXPENDITURES
Sewer System historical and forecast operating results are shown in the tables which follow. In general, the results reflect continued
high levels of investment in CSO control, and relatively moderate growth in operating expenditures. The financial forecast through FY
2009-10 has been developed in conformance with the Bureau’s financial policies and planning standards. (See “FINANCIAL
POLICIES AND PLANNING STANDARDS.”)
ASSUMPTIONS
Key assumptions underlying the revenue forecast through FY 2009-10 include:
•

Annual rate increases of 5.9 percent over the forecast interval;

•

System development charge revenues, which include cash receipts, line and branch charges, and the bond proceeds from
financed contracts, will average $9.2 million annually;

•

Annual growth of 0.5 percent in the number of accounts within the City;

•

Planned debt service coverage ratios of at least 1.50 on First Lien Bonds and 1.30 on First and Second Lien Bonds
combined; and

•

An operating reserve equal to 10 percent of operating expenses for unforeseen financial needs, except for FY 2003-04 and
FY 2004-05, where the reserve has been set at 15 percent of operating expenses.

Key assumptions underlying the cost forecast include:
•

2.08 percent annual inflation for external materials and services;

•

3.10 percent for personal services; and

•

3.14 percent for internal materials and services.

Assumptions underlying the debt forecast include:
•

Additional long-term debt issued in support of future years’ capital improvement programs, in the following gross amounts
(amounts do not include projected costs of issuance):
Fiscal Year

Amount

2005-06
2006-07
2007-08
2008-09
2009-10

$200,000,000
0
241,875,000
0
200,000,000

TOTAL

$641,875,000

All amounts shown are assumed to be First Lien Bonds. The City may choose to issue Second Lien Bonds in future fiscal
years where First Lien Bonds are currently assumed.
•

Interest rates on future fixed-rate debt are assumed to increase from 5.75 percent in 2005-06 to 6.50 percent by 2009-10, and
a 5 percent interest rate on variable rate debt.

USE OF RATE STABILIZATION FUND
The Bureau uses transfers between the Sewer System Operating Fund and the Sewer System Rate Stabilization Fund to smooth rate
increases while ensuring that coverage meets planning standards purposes. (See “FINANCIAL POLICIES AND PLANNING
STANDARDS.”)
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Table 13
CITY OF PORTLAND, OREGON
Sewer System
Historical and Projected Rate Stabilization
Ending Fund Balance (1) (2)
Fiscal Year
1999-00
2000-01
2001-02
2002-03
2003-04
2004-05
2005-06
2006-07
2007-08
2008-09
2009-10

Ending Balance

Forecast
Forecast
Forecast
Forecast
Forecast
Forecast

$11,456,467
7,980,169
3,028,123
8,466,233
17,250,854
23,578,108
37,379,393
50,176,763
71,349,064
78,620,230
94,468,814

Notes:
(1)

Balances reflect transfers to and from the Sewer System Operating
Fund as well as interest earnings on Rate Stabilization Fund balances.

(2)

Rate smoothing policy is reflected in the drawing down of fund
balance from FY 2000-01 through FY 2001-02. Increases in fund
balance from FY 2002-03 onward reflects decision to increase the
minimum balance held in the Rate Stabilization Fund as a
contingency for unforeseen expenditures, and to build fund balance
for the purpose of smoothing rate increases beyond the five-year
forecast interval. Fund balances are projected to be drawn down over
six years beginning FY 2010-11, to a minimum balance of $9.5
million in FY 2015-16.

Source: Bureau of Environmental Services.
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Table 14
CITY OF PORTLAND, OREGON
Sewer System
Forecast Customer Accounts

Fiscal Year

Current
2004-05

Forecast
2005-06

Forecast
2006-07

Forecast
2007-08

Forecast
2008-09

Forecast
2009-10

146,354

147,085

147,821

148,560

149,303

150,050

1,778
9,070

1,787
9,115

1,795
9,162

1,805
9,207

1,814
9,253

1,823
9,299

157,202

157,987

158,778

159,572

160,370

161,172

3,177
9,685
49
15

3,193
9,733
49
15

3,209
9,782
49
15

3,225
9,831
49
15

3,241
9,880
49
15

3,257
9,929
49
15

12,926

12,990

13,055

13,120

13,185

13,250

170,128

170,977

171,833

172,692

173,555

174,422

Customer Class
Residential
Single Family
Multi Family
Monthly
Quarterly
TOTAL RESIDENTIAL
Commercial
Monthly
Quarterly
Extra Strength
Commercial Clean Water to Storm Sewer
TOTAL COMMERCIAL
Total Forecast Accounts
Source: Bureau of Environmental Services.

42

Table 15
CITY OF PORTLAND, OREGON
Sewer System
Current and Forecast Monthly Rates and Charges (1)

Fiscal Year

Current Forecast Forecast Forecast Forecast Forecast
2004-05 2005-06 2006-07 2007-08 2008-09 2009-10

CUSTOMER CLASS
Residential
Standard Account Service ($/Account)
Sewer Only Account Service
($/Account)
Sanitary Volume ($/ccf)
Impervious Area Charge ($/1000 sq. ft.)
Average Single-Family Monthly Bill
($/Account) (2)

3.16
2.77

3.19
2.94

3.54
3.11

3.75
3.29

3.97
3.48

4.21
3.69

4.99
5.54

5.30
5.94

5.79
6.21

6.22
6.58

6.69
6.97

7.19
7.38

40.51

42.89

45.42

48.10

50.94

53.94

Commercial
Sanitary Volume ($/ccf)
Cooling (Clean) Water
To Storm Sewer ($/ccf)
Impervious Area Charge ($/1000 sq. ft.)
Billing Charge – Monthly
Billing-Charge -- Quarterly

5.138

5.431

5.762

6.102

6.462

6.843

0.557
6.06
10.00
10.00

0.591
6.45
10.61
10.61

0.625
6.80
11.21
11.21

0.662
7.20
11.88
11.88

0.701
7.62
12.58
12.58

0.742
8.07
13.32
13.32

Extra Strength
Biochemical Oxygen Demand ($/lb.)
Suspended Solids ($/lb.)

0.492
0.591

0.457
0.559

0.552
0.663

0.584
0.702

0.619
0.743

0.655
0.787

2,680

2,830

3,011

3,192

3,383

3,586

5.90%

5.90%

5.90%

5.90%

5.90%

5.90%

Capital Charges (3)
Sanitary Sewer SDC ($/EDU)

Forecast Year-to-Year Percentage Increase
of Avg. Single-Family Monthly Bill

Notes:
(1)
(2)
(3)

Abbreviations used in the table include the following: “ccf” (hundred cubic feet) and “EDU” (Equivalent Dwelling Units).
Average bills reflect average annual billed consumption, which is lower than winter average use.
Capital charges for FY 2005-06 and beyond are estimated; state law requires that these fees to be based on actual capital projects completed,
thus they are computed annually.

Source: Bureau of Environmental Services.
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COMPARISON OF MONTHLY RESIDENTIAL BILLS
The following table shows a comparison of average monthly bills for single-family residential customers in a regional and national
sample of cities.
Table 16
CITY OF PORTLAND, OREGON
Sewer System
Comparison of Average Monthly Sewer and Stormwater Bills
For Single Family Residential Monthly Customers (1)
(Effective 4/1/2005)
Monthly Bill
$48.24
46.55
45.29
44.35
40.97
33.60
30.73
30.34
30.16
29.83
29.76
29.40
28.00

Local/Regional (2)
McMinnville
Olympia, WA
Tacoma, WA
Seattle, WA
Portland
Milwaukie
Washington County
Salem
Lake Oswego
Tigard
Gresham
Vancouver, WA
Clackamas County

National
Juneau, AK
Atlanta, GA
Knoxville, TN
Sacramento, CA
Cincinnati, OH
San Diego, CA

$54.91
44.43
40.46
37.80
37.65
36.12

Notes:
(1) Bills are calculated based on average sewer usage as reported by
each agency.
(2) Unless indicated otherwise, local/regional utilities are within
Oregon.
Source: Bureau of Environmental Services.
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HISTORICAL AND PROJECTED RESULTS OF FINANCIAL OPERATIONS
Tables 17 and 18 show historical and projected results of the Sewer System’s financial operations for FY 1999-00 through FY 200910. As shown in Table 18, total operating revenues grow at an average annual rate of 6.2 percent over the forecast interval, from the
current year’s projection of $176.9 million to $239.2 million in FY 2009-10. Service charges and fees are the largest component of
operating revenues. Their growth from $170.5 million to $233.5 million over the same interval (an annual average increase of 6.5
percent) reflects forecast rate increases averaging 5.9 percent, 0.5 percent growth in the number of accounts served, and continued
water conservation by residential and commercial customers. Total gross revenues are forecast to increase from the current year
projection of $193.5 million to $261.3 million, an annual average increase of 6.2 percent.
Forecast Operating Expenses increase from the current year’s projection of $80.9 million to $100.7 million in FY 2009-10, an annual
average increase of 4.5 percent, reflecting moderate growth in the Bureau’s operating program and continuing transfers from the
Sewer System Operating Fund to the Sewer System Rate Stabilization Fund. As noted above, Utility License Fees were subordinated
to the payment of debt service for First Lien Bonds and Second Lien Bonds beginning in FY 2001-02. Therefore, they are not
included in the Operating Expenses category in the forecast.
Net Revenues are forecast to increase from the current year’s projected $112.5 million to $160.6 million in FY 2009-10, an average
annual increase of 7.4 percent. Debt service requirements are projected to increase from the current $67.0 million to $124.6 million in
FY 2009-10. During the forecast period, the Bureau expects to maintain debt service coverage in excess of the 1.50 policy standard
on the First Lien Bonds, and to meet or exceed the 1.30 policy standard on the First and Second Lien Bonds combined.
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Table 17
CITY OF PORTLAND, OREGON
Sewer System
Historical Operating Results
Fiscal Year

1999-00

2000-01

2001-02

2002-03

2003-04

$121,408
2,260
1,465

$126,470
2,587
1,239

$146,372
2,710
953

$146,369
2,740
5,334

$161,894
2,839
1,314

125,133

130,296

150,035

154,443

166,047

5,874
5,336

5,685
8,488

7,320
4,211

9,242
1,612

8,271
2,585

3,575
2,355

3,975
1,777

5,275
4,496

0
3,560

362
3,003

$142,272

$150,221

$171,337

$168,858

$180,268

$21,480
13,662
18,543
0

$22,277
10,724
20,416
0

$25,932
17,357
24,626
(6,144)

$27,714
14,595
28,550
(6,801)

$27,696
19,419
29,772
(6,035)

2,912
8,717
0
347

1,803
8,588
0
4,754

1,496
0
0
16,010

2,499
0
5,175
783

2,155
0
9,187
(3,259)

TOTAL OPERATING EXPENSES

$65,662

$68,562

$79,277

$72,515

$78,935

NET REVENUES

$76,610

$81,659

$92,060

$96,343

$101,333

DEBT SERVICE FOR COVERAGE
First Lien Bonds
Second Lien Bonds

$53,015
0

$56,494
0

$61,379
0

$61,385
0

$56,576
9,598

TOTAL DEBT SERVICE

$53,015

$56,494

$61,379

$61,385

$66,174

1.45 x
N/A

1.45 x
N/A

1.50 x
N/A

1.57 x
N/A

1.79 x
1.53 x

(In thousands of dollars)
GROSS REVENUES
Operating Revenues:
Service Charges & Fees
Wholesale Contracts
Other Service Charges & Miscellaneous
Total Operating Revenues
System Development Charges
Interest Earnings
Cash Transfers In Rate Stabilization Fund (1)
Other Funds
TOTAL GROSS REVENUES (2)
OPERATING EXPENSES (3)
Personal Services
Materials and Services
Internal Services
Capitalized Overhead
Cash Transfers Out General Fund Overhead
General Fund – Utility License Fee (4)
Rate Stabilization Fund
Other (5)

DEBT SERVICE COVERAGE (6)
First Lien Bonds
First and Second Lien Bonds
Notes:
(1)
(2)
(3)
(4)
(5)
(6)

The Rate Stabilization Fund was created in FY 1987-88, under the authority of the First Lien Bond Ordinance.
As defined in the First Lien Bond Ordinance.
As defined in the First Lien Bond Ordinance. Excludes depreciation.
Beginning in FY 2001-02, the Utility License Fee is subordinated to the payment of debt service on the First and Second Lien Bonds.
Operating expenses in FY 2001-02 include an increase of $13.6 million in allowance for uncollectible debt associated with the OV billing system.
In FY 2003-04, this allowance was decreased by $3.5 million as a result of the annual audit.
From FY 1999-00 through FY 2000-01 the Bureau’s planning standard for debt service coverage on First Lien bonds was 1.45. Beginning with
FY 2001-02, the coverage planning standard on First Lien bonds was increased to 1.50.

Source: Bureau of Environmental Services.
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Table 18
CITY OF PORTLAND, OREGON
Sewer System
Projected Operating Results

Fiscal Year

Projected
2004-05

Forecast
2005-06

Forecast
2006-07

Forecast
2007-08

Forecast
2008-09

Forecast
2009-10

(In thousands of dollars)
GROSS REVENUES
Operating Revenues:
Service Charges & Fees
Wholesale Contracts
Other Service Charges & Miscellaneous

$170,500
2,950
3,452

$186,215
3,115
1,989

$197,014
3,217
2,052

$208,468
3,321
2,116

$220,594
3,429
2,183

$233,451
3,541
2,251

176,902

191,319

202,282

213,905

226,206

239,244

6,986
2,879

8,471
8,069

9,502
8,568

9,996
10,595

10,512
8,145

11,053
6,325

0
6,688

0
6,152

0
4,223

0
4,355

0
4,492

0
4,633

$193,456

$214,011

$224,576

$238,851

$249,356

$261,255

$29,343
17,340
31,373
(6,851)

$30,304
16,637
32,941
(6,703)

$31,268
18,843
31,751
(6,900)

$32,792
19,048
32,025
(7,102)

$34,094
19,441
33,031
(7,311)

$35,515
19,936
34,010
(7,525)

2,610
6,000
1,131

2,785
12,625
1,567

2,860
10,800
3,160

2,938
18,400
3,423

3,018
3,850
3,578

3,099
11,900
3,741

$80,946

$90,156

$91,783

$101,523

$89,701

$100,677

$112,510

$123,856

$132,793

$137,328

$159,655

$160,579

DEBT SERVICE
First Lien Bonds (4)
Second Lien Bonds

$53,447
$13,566

$65,775
$18,198

$82,807
$18,399

$83,490
$18,388

$104,816
$18,035

$104,811
$18,745

TOTAL DEBT SERVICE

$67,013

$83,973

$101,205

$101,878

$122,850

$123,555

2.11 x
1.68 x

1.88 x
1.48 x

1.60 x
1.31 x

1.65 x
1.35 x

1.52 x
1.30 x

1.53 x
1.30 x

Total Operating Revenues
System Development/Line & Branch Charges
Interest Earnings
Cash Transfers In Rate Stabilization Fund (1)
Other Funds
TOTAL GROSS REVENUES (2)
OPERATING EXPENSES (3)
Personal Services
Materials and Services
Internal Services
Capitalized Overhead
Cash Transfers Out General Fund Overhead
Rate Stabilization Fund
Other
TOTAL OPERATING EXPENSES
NET REVENUES

DEBT SERVICE COVERAGE
First Lien Bonds
First Lien and Second Lien Bonds
Notes:
(1)
(2)
(3)
(4)

The Rate Stabilization Fund was created in FY 1987-88, under the authority of the First Lien Bond Ordinance.
As defined in the First Lien Bond Ordinance.
As defined in the First Lien Bond Ordinance. Excludes depreciation.
Includes debt service on outstanding First Lien Bonds, including bonds refunded with the 2005 Series A Bonds, and an additional $202,220,000,
$244,520,000 and $202,290,000 issued in FY 2005-06, FY 2007-08 and FY 2009-10, respectively, at assumed interest rates of 5.75 percent, 6.0 percent
and 6.5 percent, respectively. Excludes debt service on the 2005 Series A Bonds.

Source: Bureau of Environmental Services.
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CITY ECONOMIC CHARACTERISTICS
The City, with an estimated July 1, 2004, population of 550,560, comprises an area of approximately 135 square miles in northwestern
Oregon. Located astride the Willamette River at its confluence with the Columbia River, the City is the center of commerce, industry,
transportation, finance and services for an immediate metropolitan area with a population of approximately 1.6 million. The City is
the county seat of Multnomah County, and is the largest city in Oregon and the second largest city in the Pacific Northwest.
POPULATION
The population for the City increased steadily in the 1970s, declined slightly early in the next decade, and has increased each year
since 1984. The compounded annual rate of growth in population for the City from 1995-2004 was 1.13 percent compared to 0.97
percent for Multnomah County and 1.54 percent for the Portland metropolitan area for the same period of time.
Table 19
CITY OF PORTLAND, OREGON
Population Estimate For the Last Ten Years

Year
1995
1996
1997
1998
1999
2000 (2) (3)
2001 (3)
2002 (3)
2003
2004

City of
Portland
497,600
503,000
508,500
509,610
512,395
531,600
536,240
538,180
545,140
550,560

Percent
Change
0.5%
1.1
1.1
0.2
0.6
3.8
0.9
0.4
1.3
1.0

Multnomah
County
628,970
638,780
646,260
651,520
656,810
662,400
666,350
670,250
677,850
685,950

Percent
Change
1.1%
1.6
1.2
0.8
0.8
0.8
0.6
0.6
1.1
1.2

Portland
Metro Area (1)
1,404,980
1,438,800
1,467,840
1,492,430
1,514,620
1,537,150
1,553,700
1,571,650
1,592,050
1,611,600

Percent
Change
2.1%
2.4
2.0
1.7
1.5
1.5
1.1
1.2
1.3
1.2

Notes:
(1)
(2)
(3)

Includes Multnomah, Clackamas, Washington and Yamhill counties.
Revised July 1, 2000, estimates based on the April 1 population count from U.S. Bureau of Census 2000 Redistricting Data.
U.S. Census Bureau population figures as of April 9, 2004, for cities and June 24, 2004, for counties are as follows:
2000

2001

2002

2003

City of Portland

529,637

534,594

537,741

538,544

Multnomah County

661,392

668,969

675,438

677,813

Clackamas County

339,576

345,276

352,427

357,435

Washington County

448,442

462,543

471,962

479,496

85,284

86,392

87,913

89,384

Yamhill County

Source: Portland State University Population Research Center.

48

Portland-Vancouver-Beaverton Primary Metropolitan Statistical Area
In 1994, the Portland-Vancouver Primary Metropolitan Statistical Area consisted of Multnomah, Columbia, Clackamas, Washington
and Yamhill counties in Oregon; and Clark County in Washington. Since 2003, under the revised Metropolitan Statistical Area
Standards, the Portland-Vancouver-Beaverton Primary Statistical Area (“PMSA”) has consisted of Multnomah, Clackamas,
Washington, Yamhill, and Columbia counties in Oregon, and Clark and Skamania counties in Washington. Metropolitan statistical
areas are based on commuting patterns within a metropolitan area, and are used primarily for labor, employment and unemployment
statistics.
Multnomah County encompasses the cities of Portland, Gresham, Troutdale, Fairview and Wood Village. Washington County
contains Beaverton, Tigard, Tualatin and Hillsboro. Clackamas County includes Milwaukie, Oregon City, Lake Oswego and West
Linn. The cities of St. Helens and Scappoose are located in Columbia County. Yamhill County includes McMinnville and Newberg.
Clark County contains Vancouver and Camas. As a major transportation hub of the Pacific Coast with water, land and air
connections, Multnomah and Washington counties serve expanding international markets and have experienced considerable growth.
INCOME
In recent years, per capita personal income in the PMSA has been consistently higher than in the State of Oregon (the “State”) and the
nation. The following table shows personal income and per capita income for the PMSA compared to similar data for the State and
nation.
Table 20
CITY OF PORTLAND, OREGON
Total Personal Income and Per Capita Income
PMSA, Oregon, and the United States
1994 to 2003

Year
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003

Personal Income (Millions $)
State of
U.S.
PMSA
Oregon
Total
40,123
43,598
47,266
50,912
54,106
56,918
62,190
63,892
64,755
65,629

65,735
71,990
75,975
80,854
85,629
89,873
96,402
98,780
100,434
102,419

5,833,906
6,144,741
6,512,485
6,907,332
7,415,709
7,796,137
8,422,074
8,718,165
8,868,261
9,148,680

Source: U.S. Department of Commerce, Bureau of Economic Analysis.
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Per Capita Income ($)
State of
PMSA
Oregon

U.S.
Total

23,488
24,924
26,301
27,672
28,851
29,858
32,127
32,326
32,167
32,152

22,172
23,076
24,175
25,334
26,883
27,939
29,847
30,580
30,795
31,459

21,060
22,293
23,398
24,469
25,542
26,480
28,100
28,451
28,530
28,734

LABOR FORCE AND UNEMPLOYMENT
The following table shows the annual average civilian labor force, employment level and unemployment level data that is
available for the PMSA for the period 1995 through 2004. As reflected in the table below, the PMSA, like the State and the
nation, experienced an increase in its jobless rate in 2001, 2002 and 2003. The State of Oregon Employment Department reported
a PMSA unemployment rate of 6.3 percent for the month of April 2005. Through May 2004, unemployment rates in the PMSA
declined steadily from a January 2004 high of 8.1%.

Table 21
CITY OF PORTLAND, OREGON
PMSA LABOR FORCE AND UNEMPLOYMENT RATES
(000)

PMSA

1995

1996

Civilian Labor Force (1)
Employment (2)
Unemployment

968.0 1,006.7 1,043.8 1,064.3 1,077.5 1,087.0 1,097.6 1,105.9 1,103.8 1,100.7
931.6
963.7 1,000.7 1,019.8 1,030.9 1,042.3 1,032.4 1,017.9 1,010.4 1,021.1
36.4
43.0
43.0
44.5
46.7
44.7
65.1
88.0
93.4
79.6

Unemployment Rates
PMSA
State of Oregon
United States

3.8%
4.9
5.6

4.3%
5.6
5.4

1997

4.1%
5.6
4.9

1998

4.2%
5.7
4.5

1999

4.3%
5.5
4.2

2000

4.1%
5.2
4.0

2001

5.9%
6.4
4.7

2002

8.0%
7.6
5.8

2003

8.5%
8.1
6.0

2004

7.2%
7.4
5.5

Notes:
(1)

(2)

Workforce and economic statistics for Oregon’s revised Primary Metropolitan Statistical Areas (PMSAs) will be reflected starting late 2004. The data in this
table reflects the previous definition of the Portland-Vancouver MSA which consists of Multnomah, Washington, Clackamas, Columbia and Yamhill counties
in Oregon and Clark County in Washington.
Includes non-agricultural wage and salary, self-employed, unpaid family workers, domestics, agricultural workers and labor disputants.

Source: State of Oregon Employment Department, and US Department of Labor, Bureau of Labor Statistics.
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EMPLOYMENT BY INDUSTRY
The Portland metropolitan area has demonstrated considerable economic diversity. The City is the service center for a large and
diverse manufacturing area that has shown substantial growth since the 1980s. Because of the area’s reliance on the City for related
economic service activities, the manufacturing base of the surrounding area has a meaningful impact on the City’s economy.
The Portland metropolitan area’s focus on manufacturing employment is largely based in the metals, instruments, machinery and
electrical equipment sectors. The lumber and wood products industry accounts for only 5.3 percent of the Portland metropolitan
area’s manufacturing employment and 0.6 percent of total non-agricultural employment.
Service industries account for 37.6 percent of the total non-agricultural employment in the metropolitan area, followed by wholesale
and retail trade industries, which account for 16.6 percent.
Table 22
CITY OF PORTLAND, OREGON
PMSA Non-Agricultural Wage and Salary Employment
(000)
2003
Industry

1994

1995

1996

1997

1998

Non-Ag. Employment*

802.1

839.6

879.0

916.7

932.9

944.6

967.1

959.3

Manufacturing
Durable goods
Lumber & wood prod.
Metal manufacturing
Elect. & other manufg.
Mach. manufacturing
Other durable goods
Nondurable goods
Food products
Other non-dur. goods

128.9
90.6
6.2
18.5
51.2
9.6
16.7
38.2
9.7
6.9

134.6
96.6
6.3
20.0
59.2
10.5
15.6
38.0
9.7
6.9

138.7
101.9
6.0
20.6
67.1
10.7
15.9
36.7
9.6
6.6

143.8
106.9
6.1
21.5
73.3
10.9
16.8
36.9
9.4
6.4

145.5
108.2
5.9
22.2
75.1
10.8
17.3
37.3
9.4
6.5

141.6
105.6
5.9
21.5
71.9
10.4
17.5
35.9
9.0
6.4

142.8
107.7
5.7
21.4
77.2
10.4
16.9
35.1
8.8
6.5

Nonmanufacturing
Construction & mining
Transportation & utilities
Trade
Information
Financial activities
Services
Government

673.2
42.2
32.8
137.6
18.7
49.1
284.4
108.0

705.0
47.3
35.0
142.4
19.2
49.3
301.3
110.0

740.3
53.8
36.1
149.0
20.4
52.4
314.5
113.6

772.9
56.8
36.7
154.2
22.1
55.8
332.0
114.8

787.4
55.3
37.3
158.0
23.3
58.2
336.8
117.7

803.0
54.5
38.0
159.1
25.3
59.8
343.5
122.1

824.3
55.0
38.0
162.4
27.8
60.2
355.1
125.3

*Totals may not sum due to rounding.
Source: State of Oregon, Employment Department.
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1999

2000

2001

2002

2003

% of Total

937.3

924.8

100.00%

135.8
102.2
5.6
19.4
76.6
9.9
14.6
33.6
8.8
6.3

123.7
92.7
5.4
18.3
67.8
8.7
13.3
31.0
8.7
5.6

117.8
87.8
5.3
17.2
63.0
8.5
12.6
30.0
8.6
5.4

12.74
9.49
0.57
1.86
6.81
0.92
1.36
3.24
0.93
0.58

823.5
55.7
38.4
159.7
27.4
65.1
351.1
126.2

813.6
53.1
37.2
155.0
24.9
65.5
349.9
128.1

807.0
50.4
36.4
154.0
23.4
67.5
347.4
128.0

87.26
5.45
3.94
16.65
2.53
7.30
37.56
13.84

Table 23
CITY OF PORTLAND, OREGON
Major Employers in the Portland/Vancouver Metropolitan Area

Product or Service

2003-04 Estimated
Employment

Employer
Manufacturing Employers
Intel Corporation
NIKE Inc.
Freightliner LLC
Precision Castparts Corporation
Tektronix Inc.
Hewlett-Packard Co.
The Boeing Co.
Oregonian Publishing Co.
Wacker Siltronic Corporation
Xerox Office Printing Business
Georgia Pacific Corporation
IBM
SEH America Inc. (1)

Semiconductor integrated circuits
Sports shoes and apparel
Heavy duty trucks
Steel castings
Electronic instruments
Computer printers
Aircraft frame structures
Newspaper & commercial printing
Silicon semiconductor materials
Laser printers
Pulp & paper, packaging
Supermini computer systems
Silicon wafers

14,890
5,742
2,878
2,110
2,000
1,900
1,485
1,320
1,300
1,200
1,100
900
850

Non-Manufacturing Employers
Providence Health System
Fred Meyer Stores
Kaiser Foundation Health Plan of the NW
Legacy Health System
Safeway Inc.
Albertsons Food Centers
U.S. Bank
Wells Fargo
Southwest Washington Medical Center.
McDonald’s Corporation
United Parcel Service
Portland General Electric
Volt Services Group
Regence BlueCross & BlueShield of Oregon
Portland Trail Blazers/Oregon Arena
Corporation
Home Depot
Standard Insurance Company
Horizon Air
PacifiCorp
Nordstrom Inc.
Target Stores
The Holland Inc.
Rite Aid Corp.
Goodwill Industries
Qwest Communications International Inc.
McMenamins Pubs & Breweries
Spirit Mountain Casino
Pacific Coast Restaurants Inc.

Health care & health insurance
Grocery & retail variety chain
Healthcare
Nonprofit health care
Grocery chain
Retail grocery chain
Bank & holding company
Bank
Health care
Fast food franchise
Small package transport
Electric utility
Temporary Service
Medical insurance
National basketball association team, operator of
Rose Quarter
Home improvement
Insurance
Airline
Electricity, mining & telecommunications
Retail specialty stores
Retail chain
Burgerville USA, Holland restaurants
Retail drug stores
Rehabilitation services
Communications utility
Microbrewery, pubs, restaurants, hotels, theaters
Casino
Restaurants

13,496
10,500
8,000
7,972
6,000
5,600
4,138
3,813
3,009
3,000
2,800
2,781
2,500
2,176
2,000
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2,000
1,857
1,800
1,759
1,700
1,700
1,700
1,600
1,525
1,507
1,500
1,500
1,500

Table 23 (continued)
CITY OF PORTLAND, OREGON
Major Employers in the Portland/Vancouver Metropolitan Area

Employer

Product or Service

Non-Manufacturing Employers (continued)
Costco Wholesale
Tuality Healthcare
Westwind Group dba Burger King
Bank of America, Oregon & SW Washington
Delta Air Lines, Inc.
Meier & Frank Co.
Shari’s Management Corp.
Farmers Insurance Company of Oregon
Nature’s Northwest/Wild Oats Markets
Sears, Roebuck & Co.
Household Credit Services
Les Schwab Tire Centers
InFocus Corp
Thomason Auto Group
NW Natural
Mentor Graphics
E C Company

Wholesale membership warehouse
Health care
Restaurants
Full commercial banking services
Airline
Department stores
Restaurant chain
Insurance
Retailer of natural foods, vitamins
Retail department store
Credit card products
Vehicle services
Data/video production
Auto and truck dealer
Natural gas transportation and distribution
Electronic design automation
Electrical & mechanical construction

Public Employers
U.S. Government
State of Oregon
Oregon Health & Science University
City of Portland
Portland School District
Multnomah County
Portland Community College
Portland State University
Beaverton School District
State of Washington (Clark County)
Vancouver School District
Hillsboro School District
Tri Met
Bonneville Power Administration
Evergreen School District
North Clackamas School District
Washington County

Government
Government
Health care & education
Government
Education
Government
Education
Education
Education
Government & higher education
Education
Education
Transportation
Power generation & transmission utility
Education
Education
Government

Notes:
(1)
(2)
(3)
(4)

In July 2003, SEH America cut 64 positions, reducing its Vancouver area workforce to 850 employees.
2003 employment.
Totals may include part-time, seasonal and temporary employees.
Totals may include full-time and part-time, casual and student employees.

Source: Portland Business Alliance, Regional Financial Advisors and Oregon Employment Department.
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2003-04 Estimated
Employment

1,400
1,350
1,300
1,301
1,250
1,200
1,200
1,200
1,200
1,153
1,100
1,100
1,000
1,000
999
900
600

18,400 (2)
14,600 (2) (3)
11,500
8,032 (3)
5,600 (4)
4,659
4,123 (4)
3,800 (4)
3,512
3,344 (3)
3,050 (3)
2,700
2,636
2,500
2,106
1,900
1,700

DEVELOPMENT ACTIVITY
The Portland metropolitan area is home to more than 51,000 businesses, according to the 2003/04 Largest Employers of the PortlandVancouver Metropolitan Area published by the Portland Business Alliance. Of those, about 2,400 are classified as headquarter firms.
Three companies included on Fortune magazine’s 2004 list of the 1,000 largest corporations in the United States have world
headquarters in the Portland metropolitan area: Hollywood Entertainment, Nike, Inc. and Precision Castparts.
A diverse selection of industrial properties are located throughout the Portland area for all types of industrial use, including more than
280 industrial and business parks.
Just west of the City, the Sunset Corridor has emerged as the center for Oregon’s high technology industry and has drawn extensive
investment in recent years. This area parallels a major east/west highway (U.S. Highway 26) in the western metropolitan area. The
Interstate 5 (“I-5”) Corridor, which extends from S.W. Portland to the City of Wilsonville along I-5, includes some of the area’s most
rapidly-growing distribution and warehouse operations.
In 2002 the City appointed a Mayor’s Business Roundtable and “Blue Ribbon Committee” to work with the Portland Development
Commission (“PDC”) to create a new economic development strategy for the City, which will focus on developing strategies for
attracting and retaining quality jobs for the region. The PDC submitted its report to the City in October 2002. The recommended
strategies and actions have become the basis of a five-year economic development plan to be managed by the PDC.
Current activities showing retail, commercial and industrial changes in the Portland metropolitan area are reflected in the following
building and economic development projects.
Development within Downtown Portland
In June 2003, Regal Entertainment Group completed development of the 32,000 square-foot cinema space in the Pioneer Place retail
center, which had remained vacant for over two years. The six-screen cinema features independent and art films. Romano’s
Macaroni Grill signed a lease in November 2003 to occupy the space adjacent to Tiffany & Co. Romano’s invested more than $2
million in the site, and employs about 130 people. The restaurant opened in June 2004. The 6,100 square-foot eatery seats 265
people.
In June 2004, Nordstrom Inc. announced plans to relocate and expand its 19,000 square-foot Portland Nordstrom Rack to the ODS
Tower on Southwest Second Avenue. The new store, which is 33,698 square feet, opened in February 2005.
The Esquire Hotel, which houses the Brasserie Montmartre restaurant, began a $3 million renovation beginning in February 2005.
The PDC will finance $800,000 of the project’s cost. Once completed, the building’s upper floors will feature 13 lofts ranging form
850 square feet to 1,500 square feet. Builders will make room for a banquet hall, and will double the current restaurant’s size.
In June 2002, the Hilton Hotel completed a $40 million expansion to add 327 rooms, meeting space, a fitness center and 684 parking
spaces at a location adjacent to the current hotel. The site includes nine floors of above ground parking and two floors of retail space
and a full-service restaurant. With the expansion complete, the Hilton now offers 782 rooms.
Portland State University (“PSU”) completed construction of a $4.5 million, 11,000 square-foot project called the Native American
Student and Community Center in October 2003. The project was cosponsored with the American Indian Science and Engineering
Society. The university worked with GBD Architects Inc. to add 14,000 square feet of program space and classrooms, as well as
upgrade the playground area of the Child Development Center which was built in 1928. PSU re-opened the Helen Gordon Child
Development Center in November 2003.
The PDC began a redevelopment project in August 2003 for three downtown blocks which could add $97 million in new development
to the University District neighborhood, including more space for PSU. At a March 2004 meeting of the PDC, commissioners
approved a plan to purchase the Jasmine Tree restaurant site, located at 401 S.W. Harrison St. PDC will spend $935,411 on the
property, which is a part of the four-block area targeted for redevelopment by the PDC.
The U.S. General Services Administration (“GSA”) awarded a contract in January 2004 to J.E. Dunn Construction for $16.72 million
to begin a project involving the Pioneer Courthouse. The GSA plans to build a five-space parking lot for 9th U.S. Circuit Court of
Appeals judges in the building's basement. The construction project also involves building a driveway to reach the parking area as
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well as renovation, seismic strengthening and restoration. Construction began in March 2004, with completion scheduled for
September 2005.
Qwest Communications International, Inc. will expand a downtown Portland customer service center, adding 145 new positions and
sparing 240 jobs that were at risk of leaving the State. In return, Qwest will receive City, State and federal money for worker training
and building and equipment improvements that could total up to $600,000.
In December 2004, the City announced plans for a $106 million project that would redevelop the Meier & Frank store building in
downtown Portland. The project could start construction in summer 2005. Plans for a face-lift include restoring the outside of the
building and adding an upscale hotel with approximately 335 rooms. Meier & Frank plans to consolidate its store on the first five
floors and to sell the upper nine stories to Sage Hospitality Resources for the hotel.
South Waterfront/North Macadam District
The North Macadam area was the last large piece of undeveloped land close to the downtown area when it was designated as an urban
renewal district by the City in August 1999. The area comprises 409 acres, and is approximately defined by Boundary Street on the
south; Macadam Avenue, and the western edge of Hood Street, Front Avenue, First Avenue and Fourth Avenue on the west;
Montgomery Street on the North; and the Willamette River on the east.
The RiverPlace Project, located within the South Waterfront portion of the North Macadam urban renewal area, is a mixed-use
development on 73 acres along the west bank of the Willamette River, with apartments, restaurants, shops and office space. The most
recent addition to RiverPlace Project is the Residence Inn by Marriott-Portland Downtown/RiverPlace, a 258-suite Residence Inn by
Marriott, which opened in the summer 2001. In July 2003, the City approved a plan to extend the Portland Streetcar line 0.6 miles
from PSU to RiverPlace. The $18.2 million project has anticipated completion date of early 2005.
In August 2003, the City Council approved the South Waterfront Central District Development Agreement, which anticipates public
and private investment of $1.9 billion to convert vacant former industrial land on Portland’s waterfront into a new neighborhood with
a mix of jobs, housing, retail and recreational facilities. The Agreement represents a partnership between the City, Oregon Health &
Science University (“OHSU”), North Macadam Investors, LLC, and other private developers. The 31-acre project will be undertaken
in three phases; Phase I, which broke ground in October 2003, is to be completed by 2008. Phase I development includes
approximately 1000 units of student, affordable and market rate condominiums and apartments; a 150-200 room hotel and conference
facility; a 407,678 square-foot OHSU research/clinical building with parking which broke ground in August 2004; and various public
infrastructure improvements including a new aerial tram connecting OHSU’s Marquam Hill campus to the South Waterfront, an
extension of the Portland Streetcar, and new streets, parks, and greenway improvements.
Gerding/Edlen Development Co. and Williams and Dame Development are constructing the Meriwether condominiums, an $81
million, twin-towered residential project set to open in mid-2006. The 246-unit project will be the first residential project in the
waterfront neighborhood and will be neighbors with OHSU’s Wellness Center.
In July 2004, Kiewit Pacific Structures Inc. was chosen as the construction manager/general contractor for the Portland Aerial Tram.
Construction is scheduled to begin in the summer of 2005, with the tram ready for public service by September 2006. Federal funding
in the amount of $5.8 million was received in October 2003, and will be appropriated as follows: $1.2 million for OHSU biomedical
and biodefense research programs; $3 million for the OHSU research building and $1.6 million for affordable housing, local
infrastructure and streetcar expansion.
The Portland Streetcar Inc. began construction in January 2005 on the Gibbs Extension, with completion to SW Gibbs expected in fall
2005. Service will begin in July 2006. This 0.6 mile extension connects at SW River Parkway and SW Moody, follows SW Moody
south to SW Sheridan and from SW Sheridan to SW Gibbs, utilizing the former Willamette Shore trolley rail right-of-way. The cost of
this extension is $15.8 million which includes the purchase of three additional streetcars. When the Gibbs extension is completed, the
Portland Streetcar system will provide service from Northwest Portland and Legacy Good Samaritan Hospital through the Pearl
District and West End of downtown to PSU continuing to River Place and SW Gibbs and the Portland Tram.
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The River District, Pearl District, and Old Town
Located north of the central business district and east of Interstate 405, the River District urban renewal area is comprised of
approximately 310 acres bounded generally by Burnside Street on the south, NW 16th Avenue on the west, the northern end of the
Terminal One site on the north, and the Willamette River and the boundaries of the Downtown Waterfront urban renewal area on the
east. The River District formerly was used for railroad and industrial operations. In 1994, the City Council adopted the River District
Housing Implementation Strategy, which calls for more than 5,000 new housing units in the target area with average densities of more
than 100 units per acre. The River District was designated as an urban renewal area in 1998. Public funding for the City’s River
District development program comes from a variety of sources including federal, State and local transportation funds, various housing
assistance sources, and tax increment proceeds from the River District urban renewal area. Significant private investment is also
underway in the River District.
In the Pearl District (located within the River District urban renewal area), Gerding/Edlen Development purchased the former Blitz
Weinhard Brewery, a five-block complex, known as the “Brewery Blocks,” adjoining Burnside Street for $20 million. The firm is
redeveloping the property into a mixed-use retail, commercial and housing complex. The brewery property is near a building that was
redeveloped for Wieden & Kennedy (a national advertising firm) in the Pearl District as its international headquarters. Gerding/Edlen
Development headed up the $20 million renovation of the Historic Cold Storage Building for Wieden & Kennedy. Whole Foods
opened its first natural and organic supermarket in Oregon in the Brewery Blocks in March 2002. The new store has 175 employees.
In fall 2002, the Art Institute of Portland moved into 70,000 square feet of Block 4. Tenants that moved into the Brewery Blocks in
2003 include Tyco Telecom, Sur la Table kitchenware retailer, Baja Fresh Mexican Grill, and Peet’s Coffee. The south half of Block
3, The Henry, is a 123 unit condominium project which was completed in June 2004. Block 5 was completed in May 2005.
Walsh Construction Co. began construction in July 2004 on a $32 million project in the Pearl District. The 210-unit project at 1230
N.W. 12th Avenue includes basement parking and ground-floor retail space. Completion is expected by October 2005.
Portland Center Stage is planning to convert the Armory building in a move from downtown Portland to the Pearl District. The $28
million theater project is scheduled for completion in fall 2005.
Gerding/Edlen Development began construction in July 2003 of a project located between Northwest 12th and 13th Avenues, just
north of Couch Street and Whole Foods Market. The $60 million building includes approximately 250 apartment units and is
expected to be complete in spring of 2005.
Prendergast & Associates began construction in July 2003 on the Burlington Tower, a $35 million, 10-story concrete building with
163 apartment units and an equal number of parking spaces below it. The Burlington Tower, located south of Lovejoy between
Northwest Ninth and 10th Avenues, is expected to be completed in summer 2005.
In late 2002, Trammell Crow Residential began construction of 178 apartments between Northwest Ninth and 10th Avenues, called
10th@Hoyt, just south of Irving Street and the Ecotrust building. The $30 million, six-story steel building was completed in March
2004.
Hoyt Street Properties is continuing work on over $125 million in development of several blocks in the Pearl District. When
completed, the Hoyt Street parcels will have more than 2,500 residences and 150,000 square feet of retail and commercial space on 34
acres in the District. The Gregory, a 12-story retail and residential loft project, was completed in the first half of 2001 with over 125
residential units, 3 floors of parking and 20,000 square feet of retail space. Construction began on the Bridgeport condominiums in
January 2002. The west tower was completed in spring 2003, and the east tower was completed in summer 2003. Combined, the
towers add 123 residential units and will house 250,000 square feet of retail space. The 124-unit, 13-story Park Place Condominiums
began construction in September 2002, and was completed in May 2004. Construction began in January 2003 on The Lexis, located
between Northwest Ninth and 10th Avenues, north of Marshall Street and Lovejoy Station, which has 139 apartment units. The $22
million wooden building has four levels on one side and five levels facing west toward North Park Square. The project was
completed in April 2004.
In February 2004, outdoor equipment retailer REI opened a 35,000 square-foot store on the ground floor of the Edge, a $35 million,
11-story building located between Northwest Johnson and Kearney Streets and 14th and 15th Avenues in the Pearl District.
Storables opened its $800,000, 13,000 square-foot store in the Pearl District, at the corner of Northwest 13th Avenue and Couch Street
in November 2003. It replaces the store in the Uptown Shopping Center, a site that is about a third the size of the new location.
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Henry’s 12th Street Tavern opened in April 2004 in the former Blitz-Weinhard Brewery after more than $4 million in renovations. The
14,500 square-foot bar and grill is located at 10 N.W. 12th Ave. between Burnside and Couch streets.
Projects are also underway in the Old Town neighborhood located in the Downtown Waterfront urban renewal area adjacent to the
River District. The Old Town Lofts, a PDC- financed housing project at Northwest 4th Avenue and Flanders Street, opened on June
29, 2001. The project features 139 lofts and townhouses ranging in size from 500 to 1,400 square feet. Central City Concern
(“CCC”) partnered with developer Downtown Community Housing, Inc. and the PDC to build a replacement for the Danmoore.
Construction began in July 2003 with the demolition of the site's existing one story building, and was completed in October 2004.
The project is a 180-unit structure, called the 8 NW 8th Building, on the northeast corner of West Burnside and 8th Avenue. Portland
Alternative Health Center, a CCC Health and Recovery Program, will have the commercial space on the first and second floors with
its entrance on Burnside. The housing lobby on the first floor opens off of 8th Avenue at the North Park Blocks and a large
community space, library, and offices on the second floor serves all of the building's residents. Floors three through eight have 120
transitional single room occupancy units and community spaces.
In October 2002, the 301-unit McCormick Pier apartments were sold for $30.4 million to Emerging Markets of North America, a
Phoenix, Arizona-based firm. Renovations costing approximately $20 million have been underway since then, including the addition
of a marina, hot tubs, fitness center with indoor basketball court, outdoor fire-pits and barbecue entertainment areas. Construction is
expected to be complete by mid 2005.
The Yards at Union Station is a four-phase project eventually bringing more than 700 new units of housing. The first three phases,
which added approximately 658 units of market rate and affordable housing, are complete. The final phases of the project, Phases B4
and B5, will create 50 additional units, and are scheduled for completion in 2004/2005.
In November 2003, the PDC completed a $1 million renovation to the city block in front to Union Station. Northwest Sixth Avenue
has been extended diagonally across the property under the Broadway Bridge ramp, and will eventually connect with Northwest Ninth
Avenue. The extension includes sidewalk improvements, street trees, street lights and on-street parking. There were also landscaping
improvements, as well as the installation of a forecourt plaza.
North Portland
In August 2000, the Interstate Corridor urban renewal area was created to provide local funding for the proposed light rail line along
Interstate Avenue, and to serve broader revitalization efforts in the area. The Interstate light rail is a $350 million project to expand
light rail service 5.8 miles into North Portland neighborhoods. Also known as the “Yellow Line”, Interstate MAX service began in
May 2004. (See “TRANSPORTATION AND DISTRIBUTION” below.)
In July 2004, Freightliner announced it would add 700 more workers to its Portland facility over the next seven months, doubling
heavy truck production in the Portland area.
Several commercial and housing development projects have been completed or are planned in the Interstate Corridor urban renewal
area.
In early 2002, Adidas America Inc. celebrated the opening of Adidas Village in North Portland in the historic Overlook neighborhood.
The site, formerly Bess Kaiser Medical Center, is home to the company’s North American headquarters, which employs
approximately 950. The athletic footwear company occupies the 215,000 square-foot building, which has undergone a $25 million
renovation.
In November 2000, voters approved a $144 million bond measure for Portland Community College (“PCC”), of which approximately
$57 million will be directed towards Cascade Campus facilities for construction of new facilities, building maintenance and
technology improvements. The Cascade Campus is located at 705 N. Killingsworth Street. The PCC Cascade Campus Master Plan
proposes the addition of 175,000 square feet of space, including the Moriarty Arts and Humanities Building, the Technology
Education Building, the Public Service Education Building, and a new physical education complex. In October 2003, PCC opened its
new addition to the Jackson Hall science building. The $6.2 million project added approximately 17,500 square feet of space and
contains six new science laboratories, for a total of eight. It also contains four new classrooms, for a total of six. In addition to
Jackson Hall, two other existing buildings will be remodeled or receive additions, including Terrell Hall and the Student Services
Building. Plans for a future bond measure are under development.
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Fred Meyer Stores replaced two stores having combined square footage of 121,000 with a larger store of 150,000 square feet. The
new store faces Lombard Street and opened in December 2004. The cost of construction was approximately $20 million.
Kaiser Permanente has begun construction on a $27 million radiation treatment center at its north Portland campus. The center will be
a 17,000 square-foot, one-story building, along with a two and a half-story parking structure. It is expected to be completed by the
end of 2005.
The Killingsworth Station project will be the first major PDC-sponsored development at an Interstate MAX light rail station. The
project includes 56 affordable one- and two-bedroom rental units, 35 affordable loft-style condominiums, 6,400 sq. ft. of ground floor
commercial space, seven three-bedroom townhomes, approximately 12,800 sq. ft. of ground floor retail/office space along
Killingsworth and Interstate Avenue, and structured parking. Construction is scheduled to begin in spring 2005 and be complete by
mid-2006.
In late 2001, the Housing Authority of Portland was awarded a $35 million HOPE IV grant that anchors a $145 million investment to
redevelop the aging Columbia Villa public housing in Northeast Portland into “New Columbia”. The New Columbia project is the
largest single redevelopment project in Portland, converting 82 acres of formerly low-density public housing into an 850-unit mixed
income community. The project includes the replacement of 370 public housing units as well as the development of 60 elderly
affordable housing units, 190 new affordable rental housing units and 230 new homeownership units. The City and the PDC will also
provide funding for the New Columbia project. A groundbreaking ceremony was held for the New Columbia project in December
2003. Demolition of the old buildings continued until May 2004, at which point construction began on the first 175 public housing
and affordable housing units of the project. Completion is anticipated in 2006.
Projects outside of the Interstate Corridor urban renewal area include the opening of the Burlington Coat Factory store in Jantzen
Beach in March 2004. The 85,000 square-foot space was vacated by Kmart in 2003.
A groundbreaking ceremony was held in July 2004 for the Columbia Knoll project, which will replace the old Shriners Hospital for
Children at Northeast 82nd Avenue and Sandy Boulevard. Columbia Knoll will be a complex of senior and family housing. The $45
million project’s 326 units will include family rental units, independent senior apartments and “congregate” senior housing with
services. The first of the buildings with family housing is scheduled to open in March 2005. The senior-citizen building, which will
sit atop a hill in about the same location as the hospital, is scheduled for occupancy in November 2005.
Wapato Correctional Facility, located at 14355 N. Bybee Lake Court, opened in July 2004. The 525-bed, medium-security jail was
constructed at a cost of $58.4 million.
The PDC undertook a study for a proposed urban renewal area that would include parts of the Northwest Industrial Area and the Swan
Island/Mocks Bottom area. The proposed urban renewal area was approved in November 2004. Siltronic Corporation, which is
located within the boundaries of the approved urban renewal area, is considering Portland and four other sites for a new $466 million
silicon wafer manufacturing plant, and plans to make its decision in 2005. The expansion could add 500 manufacturing jobs to the
site.
Electro Scientific Industries relocated its electronic component systems product line from Escondido, California to its new 62,000
square-foot northwest Portland headquarters in January 2003.
Southwest Portland
In February 2001, the PDC authorized a master predevelopment agreement to construct maximum high-density, market-rate
condominiums and retail space across from Jefferson on the Safeway/YWCA block. The three-block Museum Place South includes
an expanded Safeway, an expanded YWCA, 128 loft-style units in a 6-story tower above the Safeway, and 12 2-story townhouses.
The $113 million project covers approximately 278,000 square feet. YWCA renovation was completed in January 2003. The
Museum Place South project was completed in October 2003.
The Harrison restaurant, a $2.5 million project, was completed in November 2004. The 8,800 square foot restaurant is on the
mezzanine level in the Fox Tower at 838 S.W. Park Ave.
The $10.8 million St. Francis apartments were completed adjacent to the YWCA building in January 2003. The 90,000 square-foot,
7-story building creates 132 affordable housing units.
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In fall 2002, OHSU broke ground on a $321 million plan to construct two buildings on Marquam Hill. One building will be a
250,000-square-foot biomedical research building and the other will be a 300,000-square-foot patient care center with a 400-space
parking facility. Construction is expected to continue until 2005.
Replacement of the Hillsdale branch of the Multnomah County library began in early 2002. Work was delayed in spring 2003 when
Hoffman Construction replaced James W. Fowler Co. as the general contractor. Construction resumed, and the new library was
completed in March 2004.
Eastside Development
Construction is expected to begin in spring 2005 on a medical clinic and parking structure costing approximately $40 million at the
Gateway Transit Center. The PDC gave final approval to the plan in December 2004. The Oregon Clinic will build a 106,000 squarefoot building at an estimated cost of $31 million that will house 207 employees. Tri-Met will build a three-level parking garage
adjacent to the clinic that is to hold 635 cars. Of those, 480 will be available to park-and-ride transit customers, replacing the current
surface spaces, and 155 will be reserved for clinic employees and patients. The new structures will be located along Northeast 99th
Avenue north of Pacific Street. Completion of both projects is expected in 2006. The building and garage will be designed for
possible expansion.
The Merrick is a $28 million, six-story, mid-rise luxury apartment complex, bounded by Northeast Third Avenue and Martin Luther
King Jr. Boulevard. The 185-unit apartment complex was completed in April 2004 by Trammell Crow Residential Services and C.E.
John.
Oregon Mountain Community store moved to Northeast Sandy Boulevard in May 2004 from Old Town. The retailer purchased a
15,000 square-foot retail and office building with 20,000 square feet of land for $1.1 million from Lang Properties. The store employs
14 people.
Integra Telecom completed relocating its national headquarters to Northeast Portland in June 2004. The PDC gave Integra a $600,000
aid package as incentive to move from its Washington County home. The relocation brings about 300 jobs to the area, with Integra
leasing 51,000 square feet of new office space in the 1201 Lloyd Building and another 12,000 square feet for a technical operations
center near the new main office at Northeast 12th Avenue and Lloyd Boulevard.
Construction began in October 2003 on a $36 million, mixed-use development called 1620 Broadway. The project features 225,000
square feet of living and shopping space, including 88 condominiums and three levels of underground parking. Completion is
expected in mid-2005.
Vocational Village, an alternative high school program, moved from Northeast Tillamook Street to the old Meek Elementary School
building at Northeast 40th Avenue and Alberta Court for the 2004-05 school year. The Portland School Board agreed to spend $1.7
million to modify Meek to accommodate Vocational Village’s job training programs.
Banfield, the Pet Hospital, began construction in October 2004 on its $25 million headquarters project. The 225,000 square-foot
facility being built at 82nd Avenue and Tillamook Street will include two stories stacked over a sub-grade parking garage. Completion
is expected by December 2005. The new facility will replace the existing headquarters, located at 11819 N.E. Glenn Widing Drive,
off Airport Way.
Providence Portland Medical Center is planning a parking garage and a nine-story medical facility that will consolidate cancer
services. The parking garage will be phase one of the development. Located at the hospital’s campus at 4805 N.E. Glisan Street, it
will cost $18 million, accommodate parking for 750 additional cars and will be completed in 2005. The second phase of the project, a
400,000 square-foot, nine-story building will cost $150 million and likely be completed in 2007. The facility will provide 124
additional beds and a comprehensive cancer center.
Construction was completed in April 2003 on the $98 million, 407,500-square-foot expansion of the Oregon Convention Center.
Funding of the new Convention Center space came from the PDC, the Metropolitan Exposition-Recreation Commission, and a bond
package backed by the City. Revenues to retire the bonds will be generated through 2.5 percent increases in lodging and car-rental
taxes in Multnomah County.

59

The Rosewood Family Medical Clinic completed construction in July 2004 on a $2.9 million project, located at 8935 S.E. Powell
Boulevard. The new, 10,000 square-foot clinic has 18 exam rooms, plus a minor procedure room and a medical laboratory. The new
clinic is owned and operated by Yakima Valley Farm Workers Clinic, and brings about 25 jobs to the Lents neighborhood.
Work began in June 2004 on a significant stream restoration in Southeast Portland. The Oregon Department of Environmental
Quality awarded a $400,000 line of credit to help Portland pay for the project. The loan from the State’s clean water revolving fund
will help the City restore more than six acres of streamside wildlife habitat where Kelly Creek joins Johnson Creek, near Southeast
162nd Avenue and Foster Road. The $1.3 million project will restore meanders to a channeled stretch of Kelly Creek, remove
armored banks and excavate fill from former wetlands so that they can receive surging overflows and minimize downstream flooding.
Completion of the restoration is expected by June 2006.
New Seasons Market opened its ‘Seven Corners’ store at 1954 SE Division Street in September 2004.
approximately 170 people.

The store employs

Cascadia Behavorial Healthcare completed construction in November 2004 on Midland Commons. The $5.3 million, 39,000 squarefoot project consists of two adjacent apartment buildings, located at 2830 SE 127th Avenue. Clinton Ridge Apartments, a $3.6 million
housing project, opened in June 2004 at SE 92nd and Clinton Street. The 29-unit, four-story apartment complex has 12 studio
apartments, 16 one-bedroom apartments, and a two-bedroom manager’s apartment. Construction began in November 2004 on the
West Gresham Apartments, a 27-unit, four-story building, with a total of 26,347 square feet. Completion is expected in late summer
2005. There will be 24 one-bedroom apartments, and three 2-bedroom apartments, with retail space available on the first floor. Units
will range from 635 to 841 square feet.
PCC opened its new Southeast Center at Southeast 82nd Avenue and Division Street on December 29, 2003. The new facility replaces
the existing center, which is several blocks south. The cost, which included purchase of land, construction, permits, furniture, and
equipment, was $26.3 million.
In 1998, the City Council established the Lents Town Center as an urban renewal area. Community leaders and the PDC are
developing a plan to complete community revitalization projects and create affordable housing options. Construction of the
Crossroads Plaza at SE 92nd Avenue and Foster Road was completed in August 2001. Rose Community Development Corp.
completed construction in December 2003 on Reedway Place Apartments, a 24-unit, $3.3 million low-income apartment complex at
SE 91st Avenue and Reedway Street.
As part of Multnomah County’s multi-year $24.1 million library renovation project, the Sellwood-Moreland Library opened in
February 2002 and the Hollywood Library opened in May 2002.
The Columbia Corridor
The Columbia Corridor is a major growth opportunity for industrial development in Portland. The Corridor contains nearly 4,700
acres of vacant industrial land along a 16-mile stretch of land that runs along the southern shore of the Columbia River and includes
marine terminals and the international airport.
The Rivergate Industrial Park is a 3,000-acre area owned by the Port of Portland (the “Port”) in north Portland. In addition to
Rivergate’s access to the Columbia River and Portland International Airport (“PDX”), the area qualifies local businesses for
participation in the Enterprise Zone and related tax incentives. The purpose of the City’s Enterprise Zone is to stimulate business
investment in north and northeast Portland. In an attempt to hire and retrain Enterprise Zone residents for quality jobs, the PDC has
set up this program to reward businesses that provide local jobs. Businesses who participate can make use of a property tax exemption
from new taxes generated during the first three to five years of a non-retail business investment in the Enterprise Zone. The
boundaries of the Enterprise Zone include north and northeast Portland residential, commercial and industrial land west of Interstate
205 and north of Broadway Street.
In August 2003, the Port Commission approved the sale of 13.5 acres in the Rivergate Industrial District to Oregon Transfer Co. for
approximately $2.8 million. Oregon Transfer plans to build and operate a 295,000 square-foot facility on the new property along
North Leadbetter Street that will employ up to 30 people.
In March 2002, Trammell Crow Company and Kennedy Associates broke ground on the 23-acre Rivergate Corporate Center,
positioned adjacent to the Port’s Terminal 6 Marine facility within the Rivergate Industrial Park. Construction was completed in
October 2002, which consisted of two modern tilt-up buildings totaling 488,125 square feet. Construction on Phase I of the Rivergate
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Corporate Center II (“RCC II”) building began in February 2003, and was completed in September 2003. On February 7, 2003,
Trammell Crow announced that Fort James Corp., a wholly owned subsidiary of Georgia-Pacific, signed a 402,450-square-foot prelease agreement for Phase I. The company moved into the building in September 2003. Construction of 204,550 square feet for
Phase II was completed in December 2004, bringing the single building to its final size of 607,000 square feet. Georgia-Pacific
announced in May 2004 that it will also occupy the space constructed in Phase II.
Chandler, Arizona-based Microchip Technology purchased the vacant Fujitsu Microelectronics complex in Gresham in August 2002
for $183.5 million. Microchip began volume production in October 2003, with 122 employees. The company plans to reach full
capacity with over 350 employees in five to six years.
Oregon Steel closed its Rivergate melt shop on May 23, 2003, bringing total layoffs to 280 employees. In October 2003, Oregon Steel
leased the equipment of the former LTV Structural Tube Facility located in Rivergate Industrial Park. The facility, known as
Columbia Structural Tubing (“CST”) will produce rectangular hollow steel sections in sizes ranging from 2 1/2 inches to 10 inches.
CST expects to hire approximately 30 employees to start up operations and could employ up to 50 employees, depending on
production levels. In July 2004, Oregon Steel announced plans to build a $35 million pipe-making plant in Portland. The new plant
will employ 100 to 200 people, depending on production levels. Construction is expected to be completed during the fourth quarter of
2005.
Staples, Inc. purchased 23 acres at Southshore Corporate Park for a 200,000 square-foot build-to-suit regional warehouse and
distribution center. Catellus Development is constructing the $15 million building. The first phase of Staples’ new warehouse and
distribution center was completed in September 2003 and employs more than 100 people. Construction of phase two consists of a
263,200 square-foot building to expand Staples’ current operations. Desert Viking Distributing, Future Logistics, Image Graphics and
Sewing Center Supply opened between May and June 2004.
AGRICULTURE
Because the City is the primary urban center in the State, agriculture is not a major industry in the greater metropolitan area. Even so,
the metropolitan area accounted for approximately 24.5 percent of the State’s Gross Farm and Ranch Sales based on 2003 estimates
from the Oregon State University Extension Economic Information Office. Clackamas County ranked second and Yamhill and
Washington counties ranked third and fourth among all counties in the State in Gross Farm and Ranch Sales.
The 2003 Gross Farm and Ranch Sales in Clackamas County was $339,102,000; Washington County was $220,456,000; Yamhill
County was $220,513,000 and Multnomah County was $69,767,000; as estimated by the Oregon State University Extension Service.
TRANSPORTATION AND DISTRIBUTION
Location and topography have established Portland as a leading warehousing and distribution center for the Pacific Northwest. The
City’s location at the head of deep-water navigation on the Columbia River system gives it substantial geographic and, therefore,
economic advantages for the shipment of freight. The Columbia River ship channel is maintained at a depth of 40 feet from the
Portland Harbor to the Pacific Ocean 110 miles downstream. The City is a regular port of call for 16 regularly scheduled major
steamship lines serving major world trade routes. Six Oregon and Washington port districts joined to fund a five-year, study of the
feasibility of deepening the shipping channel of the Columbia River from 40 feet to 43 feet, in order to accommodate larger, more
efficient vessels. The project cost is estimated at approximately $134 million. Primary cargoes include containers, automobiles, grain,
and mineral bulks.
In June 2003, the states of Oregon and Washington issued their approvals for the U.S. Army Corps of Engineers to proceed with the
Columbia River Channel Deepening project. Both states issued conditional water quality certifications and conditional Coastal Zone
Management Consistency concurrences. The approvals were the final regulatory hurdles the Corps faced before issuing a Record of
Decision. The Corps issued its Record of Decision in January 2004.
Upstream from the City, the Columbia River provides the only water route through the Cascade Mountains to the agricultural regions
of eastern Oregon, Washington, and northern Idaho. This region has been opened to slack-water barge navigation by means of locks
installed in a series of federal hydroelectric projects on the lower Columbia River and its largest tributary, the Snake River. There are
three primary barge lines providing service between the upriver ports and the City. In addition, the Columbia River Gorge forms a
corridor through the Cascades which, because it is level, provides an economical rail and highway route between the City and the
region east of the mountains.
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The City is also in a strategic position to serve the Willamette Valley, which extends approximately 145 miles south from the City and
is one of the nation’s most diversified and productive agricultural regions and food processing centers.
The Port is a port district encompassing Multnomah, Clackamas and Washington counties. The Port owns and maintains four marine
terminals, four airports, and seven business parks. In tonnage of total waterborne commerce, the Port is currently ranked as the third
largest volume port on the West Coast. Leading exports include wheat, soda ash, potash and hay. The Port is the largest wheat export
port in the United States. Leading imports include automobiles, petroleum products, steel and limestone. The Port is the largest
volume auto handling port and mineral bulks port on the West Coast. Total maritime tonnage increased in 2003 to 11.9 million short
tons compared to 10.7 million in 2002.
In June 2002, international shipping freight carrier Hanjin announced that it will return to the Port, making Portland its last port of call
for transpacific shipping and boosting the Port’s total containership by one third. In September 2004, New World Alliance suspended
container vessel calls to Portland. “K” Line ended service to the Port in December 2004. In November 2004, Toyota Logistics
Services Inc. moved into a new $40 million auto import and processing facility at the Port. In September 2004, the Port laid-off 50
workers, as well as eliminating 34 unfilled positions. This was part of a plan to achieve $9.3 million a year in savings.
PDX handles approximately 12 million passengers annually. Portland is served by 17 passenger carriers providing more than 500
flights daily to over 100 cities in the US and Canada. In June 2004, Northwest Airlines began nonstop air service from PDX to
Tokyo, Japan. Lufthansa began offering daily service from PDX to Frankfurt, Germany in March 2003. Portland is also served by
three publicly operated general aviation airports located in the suburban areas. Two major railroads—the Burlington Northern Santa
Fe and Union Pacific—plus the Amtrak passenger train system, serve the City.
Transportation is facilitated by a highway system that includes I-5, the primary north-south highway artery of the West Coast, and bypass routes Interstate 205 and Interstate 405 within and around Portland. The primary east-west highway system is Interstate 84,
which begins at Portland and heads east along the Columbia River to Idaho and beyond. The Portland metropolitan area is also served
by U.S. highways 26 and 30, Oregon highways 43, 213, 217, 224, 99E, 99W, the Tualatin Valley Highway, the historic Columbia
River Highway, nine bridges across the Willamette River and two bridges across the Columbia River.
The Tri-County Metropolitan Transportation District of Oregon (“TriMet”), the regional public transit agency, provides rail and bus
service through the region. In 2003, approximately 88.9 million passengers traveled by bus and rail.
TriMet’s light rail system (“MAX”) connects the cities of Portland, Gresham, Beaverton and Hillsboro, and PDX. The most recent
extension of the light rail line, the Interstate MAX line, added 5.8 miles of service from the Rose Quarter and Oregon Convention
Center into North Portland neighborhoods, medical facilities, and the Metropolitan Exposition Center. Service on the Interstate MAX
began in May 2004.
The TriMet Transit Investment Plan was approved by its Board of Directors in June 2002. The plan calls for major investment in
order to extend the MAX line 6.5 miles south from the Gateway Transit Center to Clackamas Town Center, and from Beaverton south
to Wilsonville, among other proposed expansions. In August 2004, TriMet filed an application with the Federal Transit
Administration seeking a federal grant to fund a two-phased extension of the light rail line with an estimated cost of $494 million.
Local funding would be provided by TriMet, the PDC, the City, funding generated by a local improvement district, and other public
sources. Phase One would provide service along I-205 between Clackamas Town Center and the existing Gateway station. The
second phase would extend the light rail line from Portland State University to Union Station in downtown Portland. Future plans
would connect downtown Portland to Milwaukie.
Tri-Met expects to begin construction on the $103.5 million Washington County Commuter Rail in 2006. This line will run from
Beaverton to Wilsonville and is expected to begin service in 2008.
The Portland Streetcar, which connects the downtown area with the Pearl District and Northwest Portland, began operations in 2001.
The Portland Streetcar is owned and operated by the City, and has entered into contracts with TriMet for train operators and
mechanics.
TOURISM, RECREATION AND CULTURAL ATTRACTIONS
Portland is the State’s largest city and the center of business and transportation routes in the State. Therefore, the City accommodates
a large share of the State’s tourist and business visitors. The City is a destination for many tourists who are drawn to its diverse
cultural and recreational facilities. These include the Oregon Symphony and associated musical organizations, Portland Center for the
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Performing Arts, Oregon Ballet, Portland Opera, Portland Art Museum, Oregon Historical Society Museum, Children’s Museum,
OMSI, Forest Discovery Center (formerly World Forestry Center), Japanese Gardens, International Rose Test Gardens, the Classical
Chinese Garden and the Oregon Zoo. The metropolitan area includes more than 40 other local theater and performance art companies
and ten additional gardens of special interest. Portland is the home of Forest Park, the largest urban park in the United States with a
total of more than 5,000 acres.
The National Basketball Association (“NBA”) Portland Trail Blazers play at the Rose Garden Arena complex (which includes the
Memorial Coliseum), as do the major-junior Western Hockey League (“WHL”) Portland Winterhawks. The City completed the $38.5
million renovation of the Civic Stadium, which opened as PGE Park on April 30, 2001. The stadium is home to the Portland Beavers
(Triple-A), the Portland Timbers (A-League soccer), and the Portland State Vikings (Division I college football and women’s soccer).
A prime tourist attraction for the City, known as the City of Roses, is the three-week long Portland Rose Festival held each June, since
1907. More than two million participants enjoy the Festival annually, and the Festival generates more than $80 million for the
region’s economy and local businesses.
According to the Portland Oregon Visitor’s Association (“POVA”), 206,292 visitors attended 302 conventions in the City during
fiscal year 2003-04 (the most recent data available). Lodging occupancy rates for downtown Portland averaged 70 percent through
November 2004, a 5.5 percent increase over the same period last year.
A 90-minute drive from Portland in almost any direction provides access to numerous recreational, educational, and leisure activities.
The Pacific Ocean and the Oregon Coast to the west, the Columbia Gorge and Mt. Hood, Mt. St. Helens and Mt. Adams in the
Cascade Range to the east, and the Willamette Valley to the south offer opportunities for hiking, camping, swimming, fishing,
sailboarding, skiing, wildlife watching, and numerous other outdoor activities.
HIGHER EDUCATION
The City is the educational center for the State of Oregon. Within the Portland metropolitan area are several post-secondary
educational systems.
PSU is the largest of seven campuses in the Oregon State System of Higher Education. PSU is located on a campus encompassing an
area of over 28 blocks adjacent to the downtown business and commercial district of Portland. PSU offers over 100 undergraduate,
masters, and doctoral degrees, as well as graduate certificates and continuing education programs. Fall 2004 enrollment was 23,486
students. PSU is noted for the development of programs specifically designed to meet the needs of the urban center.
Oregon State University and the University of Oregon, with the other two major universities in the Oregon State System of Higher
Education, have field offices and extension activities in the Portland metropolitan area.
OHSU’s Marquam Hill Campus sits on more than 100 acres overlooking downtown Portland and occupies 31 major buildings on the
hill. OHSU includes the schools of dentistry, medicine, nursing, and science and engineering. OHSU also includes Doernbecher
Children’s Hospital and OHSU Hospital, as well as primary care and specialty clinics, research institutes and centers, interdisciplinary
centers, and community service programs. Each year, OHSU serves approximately 188,000 medical and dental patients and educates
more than 3,500 students and trainees in health information technology, sciences, environmental engineering, computation and
management. Competitive funding awards have nearly quadrupled during the last decade – from $43 million in 1990 to $221 million
in 2003. OHSU is the City’s largest non-government public employer with 2003-04 employment of 11,500.
Independent colleges in the Portland metropolitan area include Lewis & Clark College, University of Portland, Reed College, Linfield
College-Portland Campus, ITT Technical Institute and Marylhurst University; and several smaller church-affiliated schools, including
Warner Pacific College, Concordia University, George Fox University, and Cascade College. Portland Art Institute, Western
Culinary Institute, Western States Chiropractic College, Oregon College of Oriental Medicine, National College of Naturopathic
Medicine, and East-West College of the Healing Arts are also located in the City.
Several community colleges serve the Portland metropolitan area including PCC, Mt. Hood Community College, and Clackamas
Community College.
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UTILITIES
Electricity is provided by Portland General Electric (“PGE”) Company and Pacific Power Company. Low-cost hydroelectric power
provides a substantial portion of the area’s energy requirements. PGE owns and operates eight hydroelectric power plants, and has a
total net peaking capacity of 3,900 megawatts from available resources, with nearly 50% from hydroelectric sources. NW Natural
distributes natural gas. Telephone services are provided by Qwest Communications and, in some areas, General Telephone of the
Northwest.
PUBLIC FACILITIES
Water
The City’s Bureau of Water Works operates the water supply system that delivers high-quality drinking water to more than 790,000
people in the Portland metro area. The primary water sources are the Bull Run Watershed, located in the foothills of the Cascades
west of Mt. Hood. Portland also uses groundwater as a supplemental water supply.
The City, along with Metro and 26 other metropolitan area cities and water districts, participates in the Regional Water Providers
Consortium. The Consortium works together through a voluntary intergovernmental agreement to coordinate and implement the
Regional Water Supply Plan and to address water supply and resource management issues affecting the region. The City provides
technical planning and administrative staff to the Consortium through the City’s Water Bureau through an intergovernmental
agreement.
Sewer and Wastewater
Approximately one-third of the 96,200 acres within the City Urban Services Boundary and approximately 60 percent of the City’s
population is served by combined sanitary and stormwater sewers. During rainstorms, the collection system exceeds the capacity of
the interceptor system that conveys sewage to the Columbia Boulevard treatment plant, resulting in overflows of untreated sewage
directly into the Willamette River and the Columbia Slough. Under a 1991 agreement between the City and the Oregon Department
of Environmental Quality, the City is undertaking the Combined Sewer Overflow (“CSO”) program to remedy this situation. Costs
are estimated at more than $1.4 billion to be invested over 20 years. Through FY 2003-04, the project has reduced Columbia Slough
overflows by 350 million gallons a year, and has controlled or eliminated seven Willamette River CSO outfalls. In November 2002,
the City began construction on a $400 million sewer improvement project. The project calls for 120-foot-long, four-mile-deep, 14foot-diameter tunnel that will collect combined sewage and carry it to a new pump station on Swan Island when construction is
completed in 2006. Another tunnel will be built in a later stage of the project. Construction of major CSO projects will continue until
2011.
HOUSING
The median selling price of a home in metropolitan Portland for calendar year 2004 was $204,500, up from $187,000 for calendar
year 2003, according to the Realtors Metropolitan Area Multiple Listing Service (“RMLS”). Homes in the metropolitan area were on
the market an average of 56 days in 2004. According to RMLS, the southeast Portland region was the most active, with 4,131 closed
sales in 2004. According to the US Census Bureau, in 2000 there were 237,269 housing units in the City, 47.3% of which were
owner-occupied. As of July 1, 2003, the number of housing units reported for Multnomah County was 295,031.

64

OTHER ECONOMIC FACTORS
The following table shows various economic indices for the City over the past ten years.
Table 24
CITY OF PORTLAND, OREGON
Various Economic Indices for Fiscal Years Ending June 30

Fiscal
Year
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004

Commercial
Construction
No. of
Permits
Value
3,286 $387,755,191
3,069
497,058,470
3,378
690,910,816
4,089
778,910,533
3,746
712,690,707
3,628
685,894,883
3,524
693,494,820
3,394
702,312,602
3,738
647,952,470
3,485
819,507,836

Residential
Construction
No. of
Permits
Value
3,822 $113,779,784
4,011
132,248,762
4,343
157,497,045
4,153
166,479,499
4,128
164,598,675
4,390
166,029,804
5,304
227,161,633
5,676
286,907,402
6,008
314,138,287
6,105
329,706,927

Total
Construction
No. of
Permits
Value
7,108
$501,534,975
7,080
629,307,232
7,721
848,407,861
8,242
945,390,032
7,874
877,289,382
8,018
851,924,687
8,828
920,656,453
9,070
989,220,004
9,746
962,090,757
9,590 1,149,214,763

Bank
Deposits
($000)
$11,611,855
11,133,967
14,281,503
12,942,696
14,529,741
15,667,859
12,978,750
16,214,809
18,455,222
11,223,521

Sources:
Building:
City of Portland, Bureau of Buildings. Data is collected on a fiscal year basis and includes new construction and alterations. In July 1986 the City’s
Permit Center consolidated with the East County Permit Center operated by Multnomah County. Permit data shown is for the City of Portland only.
Bank Deposits:
Oregon Department of Consumer and Business Services. Data is as of June 30 of the stated year.
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THE INITIATIVE PROCESS
The Oregon Constitution, Article IV, Section 1, reserves to the people of the State the initiative power to amend the State constitution
or to enact State legislation by placing measures on the statewide general election ballot for consideration by the voters. Oregon law
therefore permits any registered Oregon voter to file a proposed initiative with the Oregon Secretary of State’s office without payment
of fees or other burdensome requirements. Consequently, a large number of initiative measures are submitted to the Oregon Secretary
of State’s office, and a much smaller number of petitions obtain sufficient signatures to be placed on the ballot.
Because many proposed initiative measures are submitted which do not qualify for the ballot, the City does not formally or
systematically monitor the impact of those measures or estimate their financial effect prior to the time the measures qualify for the
ballot. Consequently, the City does not ordinarily disclose information about proposed initiative measures that have not qualified for
the ballot.
PROPOSED INITIATIVES WHICH QUALIFY TO BE PLACED ON THE BALLOT
To be placed on a general election ballot, the proponents of a proposed initiative must submit to the Secretary of State initiative
petitions signed by a number of qualified voters equal to a specified percentage of the total number of votes cast for all candidates for
governor at the gubernatorial election at which a Governor was elected for a term of four years next preceding the filing of the petition
with the Secretary of State. For the 2004 general election, the requirements were eight percent (100,840 signatures) for a
constitutional amendment measure and six percent (75,630 signatures) for a statutory initiative. Any elector may sign an initiative
petition for any measure on which the elector is entitled to vote.
The initiative petition must be submitted to the Oregon Secretary of State not less than four months prior to the general election at
which the proposed measure is to be voted upon. As a practical matter, proponents of an initiative have approximately two years in
which to gather the necessary number of signatures. State law permits persons circulating initiative petitions to pay money to persons
obtaining signatures for the petition. If the person obtaining signatures is being paid, the signature sheet must contain a notice of such
payment.
Once an initiative measure has gathered a sufficient number of signatures and qualified for placement on the ballot, the State is
required to prepare a formal estimate of the measure’s financial impact. Typically, this estimate is limited to an evaluation of the
direct dollar impact only.
Historically, a larger number of initiative measures have qualified to be placed on the ballot than have been approved by the electors.
According to the Elections Division of the Oregon Secretary of State, the total number of initiative petitions that have qualified for the
ballot and the numbers that have passed in recent general elections are shown in the following table.
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Table 25
CITY OF PORTLAND, OREGON
Initiative Petitions that Qualified and Passed
1990-2004

Year of
General Election
1990
1992
1994
1996
1998
2000
2002
2004

Number of
Initiatives that
Qualified
8
7
16
16
10
18
7
6

Number of
Initiatives that
Passed
3
0
9
4
6
4 (1)
3
2

Notes:
(1)

On October 4, 2002, the Oregon Supreme Court ruled that Measure 7 is unconstitutional, and it has not been
included in the number of initiatives that passed.

Source: Elections Division, Oregon Secretary of State.

MEASURE 37 WHICH APPEARED ON THE NOVEMBER 2004 BALLOT
Oregon voters approved citizen initiative petition Measure 37 on November 2, 2004. Measure 37 became effective on December 2,
2004.
Measure 37 adds several new statutory provisions to Oregon law. Measure 37 entitles certain landowners either (a) to compensation
for the reduction in the market value of their property that results from certain land use regulations (the “Restrictions”) that are enacted
or enforced against the property; or, (b) to have their land released from the Restrictions. The government body that enacted or
enforced the Restrictions decides whether to pay the claim or waive the Restrictions.
“Restrictions” do not include regulation of nuisances, regulations that protect public health, regulations that are required by federal
law; and regulations that were enacted before the current property owner (or a member of that owner’s family) acquired the property.
If claims are not paid within two years after they accrue, Measure 37 releases the land from the Restrictions and it is not clear whether
the governments imposing the Restrictions have any residual liability.
The City has enacted Restrictions, and to date has received 14 claims. The amount of compensation being demanded is approximately
$5 million. The City may elect to release those properties from their Restrictions. That election should release the City from any
liabilities for those restrictions. The City has not determined yet whether it will release these properties or pay any claims. In
addition, bills are pending before the Oregon Legislature than could alter the effect of Measure 37 on the City.
The City cannot, therefore, predict how Measure 37 will affect the City.
FUTURE INITIATIVE MEASURES
The recent experience in Oregon is that many more initiative measures are proposed in some form than receive the number of
signatures required to be placed on a ballot. Consequently, the City cannot accurately predict whether specific future initiative
measures that may have an adverse effect on the City’s financial operations will be proposed, obtain sufficient signatures, and be
placed on a ballot for voter approval, or if placed on a ballot, will be approved by voters.
The Oregon Secretary of State’s office maintains a list of all initiative petitions that have been submitted to that office. The office can
be reached by telephone at (503) 986-1518.
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TAX EXEMPTION
In the opinion of Preston Gates & Ellis LLP, Bond Counsel, assuming compliance with certain covenants of the City, interest on the
2005 Series A Bonds is excluded from the gross income of the owners of the 2005 Series A Bonds for federal income tax purposes
under existing law, as currently enacted and construed. Interest on the 2005 Series A Bonds is not an item of tax preference under the
Internal Revenue Code of 1986, as amended (the “Code”), for purposes of determining the alternative minimum tax imposed on
individuals and corporations. Interest on a 2005 Series A Bond held by a corporation (other than an S corporation, regulated
investment company, real estate investment trust or real estate mortgage investment conduit) may be indirectly subject to alternative
minimum tax because of its inclusion in the earnings and profits of the corporate holder. Interest on a 2005 Series A Bond held by a
foreign corporation may be subject to the branch profits tax imposed by the Code.
Ownership of the 2005 Series A Bonds may give rise to collateral federal income tax consequences to certain taxpayers, including,
without limitation, financial institutions, property and casualty insurance companies, S corporations with Subchapter C earnings and
profits, individual recipients of Social Security or Railroad Retirement benefits and taxpayers who may be deemed to have incurred or
continued indebtedness to purchase or carry the 2005 Series A Bonds. Bond Counsel expresses no opinion as to any such collateral
federal income tax consequences. Purchasers of the 2005 Series A Bonds should consult their own tax advisors as to collateral federal
income tax consequences.
The Code sets forth certain requirements which must be met subsequent to the issuance and delivery of the 2005 Series A Bonds for
interest thereon to remain excluded from the gross income of the owners of the 2005 Series A Bonds for federal income tax purposes.
The City has covenanted to comply with such requirements. Noncompliance with such requirements may cause the interest on the
Bonds to be included in the gross income of the owners of the 2005 Series A Bonds for federal income tax purposes, retroactive to the
date of issue of the 2005 Series A Bonds. The opinion of Bond Counsel assumes compliance with these covenants and Bond Counsel
has not undertaken to determine (or to inform any person) whether any actions taken (or not taken) or events occurring (or not
occurring) after the date of issuance of the 2005 Series A Bonds may affect the tax status of interest on the 2005 Series A Bonds.
Bond Counsel is of the opinion that, under the laws of the State of Oregon, as currently enacted and construed, interest on the 2005
Series A Bonds is exempt from Oregon personal income tax. Bond Counsel is also of the opinion that, under the laws of the State of
Oregon and the ordinances of Multnomah County, as currently enacted and construed, interest on the 2005 Series A Bonds is exempt
from personal income tax imposed by Multnomah County, Oregon.

RATINGS
The 2005 Series A Bonds have been rated “Aaa” by Moody’s Investors Service (“Moody’s”) and “AAA” by Standard & Poor’s
Ratings Group (“Standard & Poor’s”) with the understanding that upon delivery of the 2005 Series A Bonds, the Municipal Bond
Insurance Policy will be issued by Financial Security. Such ratings reflect only the views of such organizations and any desired
explanation of the significance of such ratings should be obtained from the rating agency furnishing the same, at the following
addresses: Moody’s Investors Service, Inc., 99 Church Street, New York, New York, 10007; and Standard & Poor’s, 25 Broadway,
New York, New York, 10004. Generally, a rating agency bases its rating on the information and materials furnished to it and on
investigations, studies and assumptions of its own. There is no assurance that any such ratings will continue for any given period of
time or that such ratings will not be revised downward or withdrawn entirely by the rating agency concerned, if in the judgment of
such rating agency, circumstances so warrant. Any such downward revision or withdrawal of any such ratings may have an adverse
effect on the market price of the 2005 Series A Bonds.

LEGAL MATTERS
Legal matters incident to the authorization, issuance and sale of the 2005 Series A Bonds by the City are subject to the approving
opinion of Preston Gates & Ellis LLP, Portland, Oregon, Bond Counsel. Bond Counsel has reviewed this Official Statement only to
confirm that the portions of it describing the 2005 Series A Bonds, the Ordinance, and the authority to issue the 2005 Series A Bonds,
conform to the 2005 Series A Bonds and the applicable laws under which they are issued. The statements made in this Official
Statement under the captions “THE 2005 SERIES A BONDS” (except information under the subheading “SOURCES AND USES
OF BOND PROCEEDS”), “SECURITY FOR THE 2005 SERIES A BONDS,” “TAX EXEMPTION,” and Appendix A, entitled
“RESTATEMENT – ORDINANCE No. 160276 (the ‘FIRST LIEN BOND ORDINANCE’)” have been reviewed and approved by
Bond Counsel. All other representations of law and factual statements contained in this Official Statement, including but not limited
to all financial and statistical information and representations contained herein, have not been reviewed or approved by Bond Counsel.
For further information concerning the scope of Bond Counsel’s review of this Official Statement, see “TAX EXEMPTION” herein.
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LITIGATION
There is no litigation pending or threatened against the City which impairs the City’s ability to make principal and interest payments
on the 2005 Series A Bonds when due. There is no litigation pending or threatened against the City which would materially and
adversely affect the financial condition of the City.

CERTIFICATE WITH RESPECT TO OFFICIAL STATEMENT
At the time of the original delivery of the 2005 Series A Bonds, the City will deliver a certificate to the Underwriters to the effect that
the City has examined this Official Statement and the financial and other data concerning the City contained herein and that, to the
best of the City’s knowledge and belief, (i) this Official Statement, both as of its date and as of the date of delivery of the 2005 Series
A Bonds, does not contain any untrue statement of a material fact or omit to state a material fact required to be stated therein, in light
of the circumstances under which the statements were made, and (ii) between the date of this Official Statement and the date of
delivery of the 2005 Series A Bonds, there has been no material change in the affairs (financial or otherwise), financial condition or
results of operations of the City except as set forth in this Official Statement.

MISCELLANEOUS
All quotations from and summaries and explanations of provisions of law herein do not purport to be complete, and reference should
be made to said laws for full and complete statements of their provisions. This Official Statement is not to be construed as a contract
or agreement between the City and the successful bidder or owners of any of the 2005 Series A Bonds. Any statements made in this
Official Statement involving matters of opinion are intended merely as opinion and not as representations of fact. The information and
expressions of opinion herein are subject to change without notice, and neither the delivery of this Official Statement nor any sale
made hereunder shall, under any circumstances, create any implication that there has been no change in the affairs of the City or its
agencies, since the date hereof.

CONTINUING DISCLOSURE
Pursuant to SEC Rule 15c2-12, as amended (17 CFR Part 240, § 240.15c2-12) (the “Rule”), the City, as the “obligated person” within
the meaning of the Rule, will execute and deliver a Continuing Disclosure Certificate substantially in the form attached hereto as
Appendix D for the benefit of the 2005 Series A Bond holders.
The City has never failed to comply in all material respects with any previous undertakings with regard to said Rule to provide annual
reports or notices of material events.
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CONCLUDING STATEMENT
This Official Statement has been deemed final by the City for purposes of Rule 15c2-12 of the Securities and Exchange Commission.
The undersigned certifies that to the best of his knowledge and belief, (i) this Official Statement, both as of its date and as of the date
of delivery of the 2005 Series A Bonds, does not contain any untrue statement of a material fact or omit any statement of a material
fact necessary to make the statements therein, in the light of the circumstances under which they were made, not misleading and (ii)
between the date of this Official Statement and the date of delivery of the 2005 Series A Bonds there has been no material change in
the affairs (financial or other), financial condition or results of operations of the City except as set forth in or contemplated by this
Official Statement.
The execution and delivery of this Official Statement has been duly approved by the City.
CITY OF PORTLAND, OREGON

ERIC H. JOHANSEN
Debt Manager
Office of Management and Finance

By: /s/

70

APPENDIX A
SUMMARY OF PRINCIPAL PROVISIONS OF THE FIRST LIEN
BOND ORDINANCE AND BOND DECLARATION

This appendix summarizes certain provisions of City Ordinance No. 160276, as it has been amended through the date of this official
statement (the “First Lien Bond Ordinance”) and the bond declaration for the 2005 Series A Bonds (the “Bond Declaration”). This
summary does not purport to be complete or definitive and is qualified in its entirety by reference to the full text of the ordinances
comprising the First Lien Bond Ordinance and the Bond Declaration for the 2005 Series A Bonds. Copies of those documents may be
obtained by request to the City’s Debt Manager, and by paying copying and shipping charges.

The First Lien Bond Ordinance
Definitions.
The First Lien Bond Ordinance uses the following defined terms:
“Average Annual Debt Service” on any proposed Parity Obligations to be issued shall mean the average annual amount of principal of
and interest on such Parity Obligations calculated by dividing: (i) the total aggregate principal of, and interest on such Parity
Obligations payable during the fiscal years that such Parity Obligations are projected to be outstanding, including any amounts of
principal or interest required to be paid pursuant to any mandatory redemption schedule (but without crediting against any sum
payable any interest capitalized from proceeds derived from the sale of such Parity Obligations) by (ii) the total fiscal years that such
Parity Obligations are projected to be outstanding.
“Bonds” means all obligations that are issued as Parity Obligations in accordance with the First Lien Bond Ordinance.
“Charter” means the charter of the City, as amended.
“City” means the City of Portland, Oregon, a municipal corporation of the State of Oregon.
“Code” means the Internal Revenue Code of 1986, as amended.
“Council” means the council of the City.
“Debt Service” and “Actual Debt Service” on any Bonds that are or will be outstanding during each fiscal year, when used without
any modifiers or additions, shall mean for purposes of any covenant, calculation, financial test or certification contained in or required
by the sections in the First Lien Bond Ordinance addressing the Rate Covenant and Parity Obligations, the amount of principal of and
interest on such Bonds required to be paid during the fiscal year in question, including any amounts of principal or interest required to
be paid on such Bonds during such fiscal year pursuant to any mandatory redemption schedule; provided, however, that for purposes
other than those specified above, there shall be credited against such sum any interest capitalized or otherwise payable from proceeds
derived from the sale of such Bonds.
“Debt Service Account” means the Debt Service Account in the Redemption Fund.
“Default” means any event identified as such in the First Lien Bond Ordinance.
“Gross Revenues” means all fees, charges, installment loan contract payments and other amounts, including but not limited to the
proceeds of DEQ Loans and any amounts received from the sale, factoring or other financing of installment loan contracts, received
by the City from the operation of the Sewer System and the construction of Sewer System facilities and other improvements
constituting an integral part of the Sewer System, except as specifically limited below. Gross Revenues also shall include
(i) withdrawals from the Rate Stabilization Fund, (ii) any interest earnings on Gross Revenues, (iii) any interest earnings on other
funds associated with the Sewer System, if the use of those earnings is not restricted to purposes inconsistent with the payment of debt
service on Bonds. However, Gross Revenues does not include: (A) any installment loan contract payments received by the City for
line and branch charges, connection fees or system development charges relating to installment loan contracts (i) which have been
pledged by the City as security for a DEQ Loan or (ii) which have been sold, factored or pledged as security for, or with respect to, the
financing of installment loan contracts; (B) the proceeds of any grants; (C) the proceeds of any borrowing for capital improvements
(except the proceeds of a DEQ Loan or the proceeds of other financing of installment loan contracts); (D) the proceeds of any liability
insurance; (E) the proceeds of any casualty insurance which the City intends to utilize for repair or replacement of the Sewer System;
and (F) the proceeds from the sale of properties comprising the Sewer System.
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“Maximum Annual Debt Service” shall mean the maximum aggregate amount of principal and interest payable during any single
fiscal year on all series of Bonds then outstanding and any Parity Obligations then proposed to be issued during the period for which
such then outstanding Bonds and proposed Parity Obligations are projected to be outstanding, including any amounts of principal or
interest required to be paid pursuant to any mandatory redemption schedule (but without crediting against the sum payable in any
fiscal year any interest capitalized from proceeds derived from the sale of any series of Bonds).
“Net Revenues” means the Gross Revenues less the Operating Expenses.
“Operating Expenses” means all expenses incurred for operation, maintenance and repair of the Sewer System, including but not
limited to administrative expenses, financial and auditing expenses, insurance premiums, claims (to the extent moneys are not
available from proceeds of insurance, including, without limitation, claims for refunds, refund obligations or other claims against or
relating to the Gross Revenues or fees and charges of the Sewer System, which claim or claims shall be paid solely from Gross
Revenues of the Sewer System collected during the fiscal year within which payment of such claim or claims occurs), taxes, legal and
engineering expenses relating to operation and maintenance, payments and reserves for pension, retirement, health, hospitalization,
and sick leave benefits, including the portion of debt service on bonds or other obligations of the City paid or payable from Gross
Revenues of the Sewer System, and incurred to pay or prepay such expenses on behalf of employees of the City working for the
Bureau of Environmental Services or any successor agency or department of the City charged with the responsibility of operating,
maintaining and administering the Sewer System, and any other similar expenses to be paid to the extent properly and directly
attributable to operations of the Sewer System. Operating expenses also include payments to the Rate Stabilization Fund and
payments which have been designated Operating Expenses under the provisions of the First Lien Bond Ordinance that related to
leases. Operating Expenses do not include depreciation or any rebates paid from Gross Revenues under Section 148(f) of the Code.
Operating Expenses further do not include: (i) expenditures made from any liability insurance proceeds; (ii) expenditures made from
any casualty insurance proceeds used to pay for costs of repairing or replacing portions of the Sewer System; (iii) expenditures made
from grant monies regardless of whether such grant funds are dedicated to a specific purpose or available for the general operation,
maintenance and repair or replacement of the Sewer System; (iv) expenditures allocable to any other funding source which does not
constitute Gross Revenues of the Sewer System; and (v) franchise fees and similar charges imposed by the City on the Sewer System
or its operations.
“Owner” or “Bondowner” means the registered owner of a Bond.
“Parity Obligations” means any revenue bonds or other revenue obligations of the City which comply with the provisions of the First
Lien Bond Ordinance for the issuance of Parity Obligations, and are payable from the Net Revenues on a parity of lien with
Outstanding Bonds.
“Permitted Investments” means investments which the City may acquire under the laws of the State of Oregon.
“Rate Stabilization Fund” means the Rate Stabilization Fund established by the First Lien Bond Ordinance.
“Redemption Fund” means the Redemption Fund established pursuant to the First Lien Bond Ordinance by the City to hold funds to
be used to pay Bond principal and interest.
“Required Reserve” means an amount equal to the lesser of: the maximum annual debt service on all outstanding Bonds; one hundred
twenty-five percent of Average Annual Debt Service on all outstanding Bonds; or ten percent of the proceeds of all outstanding issues
of Bonds (as the term “proceeds” is used in Section 148(d) of the Code).
“Reserve Account” means the Reserve Account in the Redemption Fund.
“Reserve Equivalent” means an insurance policy, surety bond or letter of credit issued by a municipal bond insurance company or a
commercial bank having a credit rating (when the policy, bond, or letter of credit is issued) of at least Aa or AA as determined by
Moody’s Investors Services or Standard & Poor’s Corporation, or their successors, in which the insurance company or commercial
bank agrees unconditionally to provide the City with funds for the payment of debt service on Bonds. Each Reserve Equivalent must
be unconditional and irrevocable, and either be in effect until the final maturity date of a series of bonds, or if it expires sooner, the
City shall provide a substitute Reserve Equivalent or fund the Reserve Account with cash prior to the expiration date of the Reserve
Equivalent.
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“Sewer System” or “System” means all real and personal property now or hereafter owned, operated, used, or maintained by the City
for sewage disposal or sewage purification within or without the corporate limits of the City, including but not limited to, all methods
of storm drainage, intercepting sewers, diversion sewers, relieving or interconnection sewers, sewers to separate storm and sanitary
sewage, pump or ejector stations and equipment, and plants for treatment, processing and disposal of sewage.
“Subordinate Obligations” means any obligations of the City payable from Net Revenues which comply with the provisions of the
First Lien Bond Ordinance.
Credits Against Mandatory Redemption.
The City shall receive a credit against (i) its obligation to redeem Bonds of a particular series pursuant to a mandatory redemption
schedule and (ii) the principal amount of any series of Bonds deemed to be Outstanding for purposes of determining the defeasance
requirement with respect to a series of Bonds in an amount equal to the principal amount of any Bonds of any series subject to such
mandatory redemption which have theretofore been redeemed (other than pursuant to such mandatory redemption schedule) or
purchased on the open market and surrendered to the Registrar for cancellation and for which a credit has not previously been given.
The credit shall be applied against the mandatory redemption obligation or defeasance requirement for such Bonds in the year or years
as the City shall direct the Registrar in writing.
Pledge and Use of Revenues.
The City hereby pledges the Net Revenues and all money in the Redemption Fund equally and ratably to the payment of principal,
interest and premium on all Bonds, and the payment of any amounts due under a Reserve Equivalent without distinction or difference
as to any Bonds or series of Bonds. As long as any Bonds remain issued and outstanding, Gross Revenues shall be used solely to pay
the following amounts in the following order of priority:
1.

To pay Operating Expenses which are then due (other than payments to the Rate Stabilization Fund) and any rebate of
earnings on nonpurpose obligations in which the gross proceeds of Bonds are invested which is required to be paid under
Section 148(f) of the Code;

2.

To make required payments to the Redemption Fund;

3.

To make any payment required under a Reserve Equivalent, including any amounts due under a financial guaranty or other
agreement executed in connection therewith;

4.

To make required payments to the Reserve Account;

5.

To pay any other costs or expenses relating to the Sewer System, and to make payments to the Rate Stabilization Fund.

Creation of Funds and Accounts.
The City shall create and maintain the Redemption Fund as a separate fund or account for accounting purposes; money in the
Redemption Fund may be commingled with other City money for investment purposes. The Redemption Fund shall contain a Debt
Service Account and a Reserve Account. The City shall deposit into the Redemption Fund, solely from the Net Revenues, money
sufficient to make timely payment of all Bond principal and interest when due.
The Debt Service Account
The City covenants with the owners of the Bonds that it will, so long as any Bonds remain outstanding, make the following deposits
from the Net Revenues into the Debt Service Account:
1.

Not less than five business days prior to a Bond interest payment date, the City will deposit into the Debt Service Account an
amount equal to the amount necessary to pay all Bond interest due on that payment date. Prepayment of deposits will fulfill
this requirement.
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2.

Not less than five business days prior to a Bond principal payment date, the City will deposit into the Debt Service Account
an amount equal to the amount necessary to pay all Bond principal and premium due on that payment date. Prepayment of
deposits will fulfill this requirement.

The Reserve Account
The City shall create and maintain the Reserve Account. Money in the Reserve Account will be used only to pay Bond principal or
interest, and only in the event that money in the Debt Service Account is not sufficient to pay Bond principal and interest when due.
The City covenants with the owners of the Bonds that it will maintain a balance in the Reserve Account at least equal to the Required
Reserve. In the event the amount on deposit in the Reserve Account is less than the Required Reserve, the deficiency shall be
eliminated by no more than twelve approximately equal monthly payments to the Reserve Account, with the first payment to be made
no more than sixty days after the balance in the Reserve Account falls below the Required Reserve. In the event the amount on
deposit in the Reserve Account is more than the Required Reserve, any such excess may be transferred out of the Reserve Account
and used for any purposes for which the Gross Revenues may be used.
The balance in the Reserve Account shall be deemed to include, in addition to cash deposits and bond proceeds, the amount available
to be paid under any Reserve Equivalents.
Money in the Reserve Account shall be invested in Permitted Investments. Permitted Investments shall be valued as of the first day of
each fiscal year. Permitted Investments maturing in one year or less from the valuation day shall be valued at their face amount.
Permitted Investments maturing in more than one year from the valuation date shall be valued at the lower of cost or market value.
The Rate Stabilization Fund.
The City has created the Rate Stabilization Fund as a separate fund or account for accounting purposes; money in the Rate
Stabilization Fund may be commingled with other City money for investment purposes. The City may make payments into the Rate
Stabilization Fund from the Gross Revenues at any time. Money in the Rate Stabilization Fund may be withdrawn at any time and
used for any purpose for which the Gross Revenues may be used. As provided in the definitions of “Gross Revenues” and “Operating
Expenses” deposits to the Rate Stabilization Account increase Operating Expenses and withdrawals from the Rate Stabilization Fund
increase Gross Revenues for purposes of calculating compliance with certain provisions of the Rate Covenant and the tests for issuing
Parity Obligations.
Rate Covenant.
The City covenants that it will authorize, bill and collect fees and charges for the use of the Sewer System and operate the Sewer
System so that:
1.

Net Revenues (without adjustment for payments to or withdrawals from the Rate Stabilization Fund) in each fiscal year are
projected to be at least equal to the sum of all payments due under any Reserve Equivalent, plus all debt service due on
outstanding Bonds in that fiscal year; and

2.

Net Revenues (after adjustments for payments to and withdrawals from the Rate Stabilization Fund) in each fiscal year are
projected to be at least equal to the sum of all payments due under any Reserve Equivalent, plus 1.20 times the debt service
on all outstanding Bonds due in that fiscal year.

If the Net Revenues fail to meet these projected levels, the City shall promptly increase its fees to a level so that the Net Revenues are
projected to meet the required level.
General Covenants.
The City hereby covenants and agrees with the owners of all outstanding Bonds as follows:
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1.

That it will, to the extent the Net Revenues are sufficient, promptly cause the principal and interest on the Bonds to be paid as
they become due.

2.

That it will maintain complete books and records relating to the operation of the Sewer System, the Gross Revenues, the
Operating Expenses, the Redemption Fund, the Debt Service Account, the Reserve Account and the Rate Stabilization Fund,
in accordance with generally accepted accounting principles, and will cause such books and records to be audited annually at
the end of each fiscal year, and an audit report prepared and made available for the inspection of Bondowners.

3.

That it will not issue Bonds or other obligations having a claim superior to the claim of the Bonds upon the Net Revenues,
except as provided specifically permitted by the First Lien Bond Ordinance.

4.

That is will cause the System to be operated at all times in a safe, sound, efficient and economic manner in compliance with
all health, safety and environmental laws, regulatory body rules, regulatory body orders and court orders applicable to the
City’s operation and ownership of the System, and shall cause the System to be maintained, preserved, reconstructed,
expanded and kept, with all appurtenances and every part and parcel thereof, in good repair, working order and condition,
and shall from time to time cause to be made, without undue deferral, all necessary or proper repairs, replacements and
renewals so that at all times the operation of the System shall be properly and advantageously conducted. The City shall not
enter into any agreements to provide free service or services at a discount from published rate schedules except in case of
emergency.

5.

That is will maintain insurance, or a reasonable system of self insurance, appropriate to the risks associated with operation of
its Sewer System.

Parity Obligations.
The City may issue Parity Obligations to provide funds for any purpose relating to the Sewer System which is authorized by law, but
only upon the following conditions:
1.

No Default has occurred and is continuing.

2.

At the time of the issuance of the Parity Obligations there is no deficiency in the Debt Service Account or the Reserve
Account.

3.

The ordinance authorizing the issuance of the Parity Obligations requires that the balance in the Reserve Account at closing
is made equal to the Required Reserve for all outstanding Bonds, including the proposed Parity Obligations.

4.

The ordinance authorizing the issuance of the Parity Obligations contains a covenant requiring the City to operate the Sewer
System so that:
A. Net Revenues (without adjustment for payments to or withdrawals from the Rate Stabilization Fund) in each fiscal
year are projected to be at least equal to the sum of all payments due under any Reserve Equivalent, plus all debt
service due on outstanding Bonds (including the proposed Parity Obligations) in that fiscal year; and
B. Net Revenues (after adjustments for payments to and withdrawals from the Rate Stabilization Fund) in each fiscal
year are projected to be at least equal to the sum of all payments due under any Reserve Equivalent, plus 1.20 times
the debt service due on all outstanding Bonds (including the proposed Parity Obligations) in that fiscal year.

5.

There is filed with the City Auditor the certificate of a qualified engineering, auditing or other consulting firm experienced in
the preparation or review of financial forecasts and reports of municipal utility operations, to the effect that both (a) the Net
Revenues (without regard to payments to or withdrawals from the Rate Stabilization Fund) for any of the 12 consecutive
months during the 18 months preceding the issuance of the Parity Obligations are not less than 1.00 times maximum annual
debt service on all outstanding Bonds and the proposed Parity Obligations; and (b) the Net Revenues, as projected for each of
the next ensuing three fiscal years (including any planned rate increases) are not less than 1.20 times the sum of: Actual Debt
Service on all outstanding Bonds in each respective fiscal year; plus, Average Annual Debt Service on the proposed Parity
Obligations. In calculating Net Revenues under clause (a) of this paragraph, Net Revenues may be adjusted for rate
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increases which have been adopted by the Council prior to the issuance of Parity Obligations. Such rate increases need not
be in effect when the Parity Obligations are issued.
Notwithstanding the requirements of paragraphs 1, 2, 3 and 5, above, the City may issue Parity Obligations to refund outstanding
Bonds if the debt service in each year on the Parity Obligations does not exceed by more than $5,000 the debt service on the Bonds
being refunded.
All Parity Obligations shall have a lien on the Net Revenues which is equal to the lien of all other Parity Obligations.
Subordinate Obligations.
The City may issue Subordinate Obligations for any purpose relating to the Sewer System which is authorized by law, provided no
Bond Default has occurred and is continuing. All Subordinate Obligations shall have a lien on the Net Revenues which is subordinate
to the lien of the Bonds.
In the event of any insolvency or bankruptcy proceedings relating to the City or to its property, the holders of Bonds shall be entitled
to receive payment in full of all principal, premium (if any) and interest thereon (including interest accruing after the commencement
of any proceeding) before the holders of the Subordinate Obligations are entitled to receive any payment on account of principal,
premium (if any) or interest upon the Subordinate Obligations.
Default.
The following events shall constitute Default:
1.

Failure to pay Bond principal, interest or premium when due; or

2.

Failure to perform any other obligation of the City imposed by the First Lien Bond Ordinance or the Bonds, but only if:
A. the failure continues for a period of more than ninety (90) days after demand has been made on the City to remedy
the failure by the Owners of at least twenty percent of the Bonds outstanding; and
B. the City fails to take reasonable steps to remedy the failure within that ninety-day period; or
C. Imposition of a receivership upon, or liquidation of, the Sewer System; or,
D. Written admission by the City that the City is unable to pay its debts as they become due.

Upon Default, any Bondowner may exercise any remedy available at law or in equity.
Sales, Leases and Encumbrances.
The City may not sell or exchange or otherwise dispose of any property constituting a part of the Sewer System, except as provided
below, unless the property is either worn out or obsolete or, in the opinion of the City, is no longer useful in the operation of the Sewer
System. Any proceeds of such sale, exchange or other disposition shall be used only for purposes for which the Gross Revenues may
be used.
The City may mortgage, grant security interests in, lease or otherwise encumber the Sewer System, provided that the aggregate annual
payments required to be made from the Gross Revenues in connection with all such encumbrances shall not in any fiscal year exceed
25% of the Operating Expenses for such fiscal year. Payments required to be made in connection with such encumbrances shall be
considered Operating Expenses if the City so designates in the documents evidencing the encumbrance.
The City may also lease as lessor or make contracts or grant licenses for the operation of, or grant easements or other rights with
respect to any part of the Sewer System if such lease, contract, license, easement or right does not, in the opinion of the City, impede
the operation of the Sewer System.
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Amendment or Supplement of First Lien Bond Ordinance.
Amendments without Owner Consent
This First Lien Bond Ordinance may be amended or supplemented without the consent of any Owners for any one or more of the
following purposes:
1.

To add to the covenants and agreements of the City in the First Lien Bond Ordinance any other covenants and agreements
thereafter to be observed by the City, or to surrender any right or power herein reserved to or conferred upon the City,
provided the City obtains an opinion of nationally recognized bond counsel that such amendment will not cause interest on
tax-exempt Bonds to be includable in gross income for federal income tax purposes;

2.

To cure any ambiguity or formal defect contained in the First Lien Bond Ordinance, if that cure does not, in the judgment of
the Council, adversely affect the interests of the Bondowners; and provided the City obtains an opinion of Nationally
Recognized Bond Counsel that such amendment will not cause interest on tax-exempt Bonds to be includable in gross
income for federal income tax purposes;

3.

To issue Parity Obligations in accordance with the First Lien Bond Ordinance;

4.

To issue Subordinate Obligations in accordance with the First Lien Bond Ordinance.

Amendments with Owner Consent
This First Lien Bond Ordinance may be amended for any other purpose only upon consent of the Owners of not less than fifty-one
percent in aggregate principal amount of the Bonds outstanding; provided, however, that no amendment shall be valid without the
consent of Owners of 100 percent of the aggregate principal amount of affected Bonds outstanding which:
1.

Extends the maturity of any Bond, reduces the rate of interest upon any Bond, extends the time of payment of interest on any
Bond, reduces the amount of principal payable on any Bond, or reduces any premium payable on any Bond, without the
consent of the affected Bondowner; or

2.

Reduces the percentage of Owners required to approve an amendment to the First Lien Bond Ordinance.

Defeasance.
Except as otherwise provided for a specific Series of Bonds, in the event that the City:
1.

shall cause to be irrevocably deposited with the Registrar or any other agent appointed for such purpose, cash or Government
Obligations, or both, in an amount sufficient to pay when due the principal of, premium (if any) and interest on all or any
portion of any Bonds; and

2.

shall irrevocably instruct such agent in writing to apply such cash or Government Obligations to the payment when due of
the principal of, premium (if any) and interest on all or such designated portion of any Bonds; and

3.

if some or all of the Bonds are to be redeemed prior to maturity, shall irrevocably instruct the Registrar in writing to call such
Bonds designated for redemption on such date or dates and in such principal amounts as the City shall specify;

then upon such deposit all or such portion of the Bonds which have been defeased pursuant to the terms hereof shall be deemed to
have been paid in full and no longer be outstanding under the First Lien Bond Ordinance for any purpose other than the subsequent
transfer and exchange of such Bonds as provided herein and the payment when due of the principal of and interest on such Bonds out
of the cash or Government Obligations so deposited, and the Bonds so defeased shall thereafter be secured solely and only by the cash
or Government Obligations so deposited and the Bonds so defeased shall no longer be secured by the lien on Net Revenues pledged
and granted by the First Lien Bond Ordinance.
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The Bond Declaration
The Bond Declaration for the 2005 Series A Bonds memorializes the maturities, interest rates and other terms of the 2005 Series A
Bonds, and specifies the administrative provisions for the 2005 Series A Bonds (book-entry provisions, redemption notice provisions
and similar provisions).
The Bond Declaration also provides that the City may defease the 2005 Series A Bonds and treat them as no longer outstanding if the
City:
1.

irrevocably deposits money or noncallable Defeasance Obligations in escrow with an independent paying agent or escrow
agent which are calculated to be sufficient for the payment of 2005 Series A Bonds which are to be defeased; and

2.

files with the escrow agent or paying agent an opinion from an independent, certified public accountant to the effect that the
money and the principal and interest to be received from the Defeasance Obligations are calculated to be sufficient, without
further reinvestment, to pay the defeased 2005 Series A Bonds when due; and

3.

files with the escrow agent or paying agent an opinion of nationally recognized bond counsel that the proposed defeasance
will not cause the interest component of the 2005 Series A Bonds to be includable in gross income under the Code.

The Bond Declaration defines “Defeasance Obligations” as: (i) direct, noncallable obligations of the United States of America
(including obligations issued or held in book-entry form on the books of the Department of the Treasury and principal-only and
interest-only strips that are issued by the U.S. Treasury); or (ii) noncallable obligations the principal of and interest on which are
unconditionally guaranteed by the United States of America; or (iii) any of the following noncallable debt securities:
•

Senior, unsubordinated Federal Home Loan Mortgage Corp. (FHLMC) Debt Obligations.

•

Senior, unsubordinated Federal Home Loan Banks (FHL Banks) Consolidated debt obligations.

•

Senior, unsubordinated Federal National Mortgage Association (FNMA) Debt obligations.

•

Senior, unsubordinated Farm Credit System consolidated system wide bonds and notes.

•

Senior, unsubordinated Resolution Funding Corp. (REFCORP) debt obligations, including strips by the Federal
Reserve Bank of New York.

•

Financing Corp. (FICO) debt obligations.

•

Senior, unsubordinated U.S. Agency for International Development (U.S. A.I.D.) guaranteed notes which mature at
least four business days before the appropriate payment date.

•

The obligations of any other agency of the United States, or any corporation sponsored by the United States, if those
obligations are approved in advance and in writing by the by the issuers of all companies issuing municipal bond
insurance policies for the 2005 Series A Bonds.
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APPENDIX B
AUDITED FINANCIAL STATEMENTS

INTRODUCTION TO FINANCIAL STATEMENTS
The financial statements of the City have been audited by independent certified public
accountants for the fiscal years 2000, 2001, 2002, 2003, and 2004.
Copies of these financial statements containing the reports of the independent certified public
accountants are available on the City’s website at:
http://www.portlandonline.com/omf/index.cfm?c=26053
The City’s website is listed for reference only, and is not part of this Official Statement.
The following pages in this Appendix B are excerpted from the Comprehensive Annual
Financial Reports of the City for the Fiscal Years ending June 30, 2000 through June 30, 2004.
A CONSENT OF THE INDEPENDENT AUDITOR WAS NOT REQUESTED. THE
AUDITOR WAS NOT REQUESTED TO PERFORM AND HAS NOT PERFORMED
ANY SERVICE IN CONNECTION WITH THE OFFERING OF THE 2005 SERIES A
BONDS AND IS THEREFORE NOT ASSOCIATED WITH THE OFFERING OF THE
2005 SERIES A BONDS.
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CITY OF PORTLAND, OREGON
SEWAGE DISPOSAL FUND
STATEMENT OF NET ASSETS (1)
As of June 30

2002
ASSET
S
Current assets (unrestricted):
Cash and investments
Receivables
Accounts, net
Assessments
Accrued interest
Due from other funds
Internal loans
Inventories
Other assets

2003

2004

$79,272,550

$214,157,395

$100,737,584

20,179,570
163,358
402,295
13,293,343
852,148
10,946

15,103,420
2,869,278
294,644
7,599,405
956,818
10,946

16,072,704
4,191,108
296,002
1,132,613
285,853
916,298
10,946

114,174,210

240,991,906

123,643,108

Noncurrent assets:
Capital assets:
Land
Plant, buildings and improvements
Machinery and equipment
Infrastructure
Construction in progress
Capitalized leases
Accumulated depreciation and amortization

27,754,287
14,454,050
15,041,630
1,246,574,502
191,601,040
3,836,353
(126,058,761)

31,539,383
15,357,685
16,885,900
1,374,329,228
183,802,697
3,836,353
(141,335,656)

39,218,732
15,663,269
17,669,277
312,998,648
1,401,288,653
3,836,353
(158,351,929)

Capital assets net of accumulated
depreciation and amortization

1,373,203,101

1,484,415,590

1,632,323,005

4,112,461
30,821,262

29,697,082

28,572,902

Total non-current assets

1,408,136,824

1,514,112,672

1,660,895,907

Total assets

1,522,311,034

1,755,104,578

1,784,539,015

Total current assets (unrestricted)

Assessments receivable
Pre-paid expense
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CITY OF PORTLAND, OREGON
SEWAGE DISPOSAL FUND
STATEMENT OF NET ASSETS (1)
As of June 30

2002
LIABILITIES
Current liabilities (payable from
unrestricted assets):
Accounts payable
Compensated absences
Deferred revenue
Capital leases payable - current
Revenue bonds payable - current
Notes payable - current
Interest payable
Other liabilities - current

2003

2004

6,146,434
1,605,178
391,015
23,805,000
24,507
6,667,028
881,120

18,570,494
2,048,004
409,957
25,730,000
24,700
6,866,069
4,009,334

16,145,515
2,078,584
8,228
387,894
27,195,000
29,906
6,536,819
6,914,342

39,520,282

57,658,558

59,296,288

687,934
724,179,067
579,204
1,828,012
3,300,000
142,950
-

279,273
903,319,080
554,504
1,418,055
1,825,000
142,950
441,924

283,443
2,588,733
876,171,507
524,598
142,950
1,030,751
919,551

Total noncurrent liabilities

730,717,167

907,980,786

881,661,533

Total liabilities

770,237,449

965,639,344

940,957,821

669,738,681
82,334,904

734,478,945
54,986,289

815,625,493
27,955,701

$752,073,585

$789,465,234

$843,581,194

Total current liabilities (unrestricted)
Noncurrent liabilities:
Compensated absences
Revenue bonds payable
Notes payable
Capital leases payable
Other liabilities
Prepaid sewer assessment
Accrued interest payable

NET ASSETS
Invested in capital assets, net of related debt
Restricted for debt service
Unrestricted
Total net assets
Notes:

(1) Beginning with FY 2001-02, the City adopted the provisions of GASB Statement No. 34, which establishes new
requirements and a new reporting model for the annual financial reports of state and local governments. Financial
statement information presented for FY 2001-02 is reported separately, as financial reports for prior fiscal years
included in this report have not been restated to the GASB 34 format for comparative purposes.
Source: City of Portland audited financial statements.
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CITY OF PORTLAND, OREGON
SEWAGE DISPOSAL FUND
COMBINED BALANCE SHEET
As of June 30

2000

2001

$10,910,054

$22,066,978

24,160,683
5,029,205
1,585
168,398
228,562
772,991

36,281,905
4,952,434
8,242
213,610
4,190,768
798,294

41,271,478

68,512,231

36,460,058
475,452
293,810

105,127,795
4,047,522
1,586,446

787,935
592,348
75,911
5,801

1,149,823
393,379
-13,639

10,000
25,000

10,000
29,350

38,726,315

112,357,954

Fixed assets:
Land
Plant, buildings and improvements
Machinery and equipment
Construction in progress
Capitalized lease
Accumulated depreciation

21,389,870
1,071,838,170
14,063,133
226,974,738
3,836,353
(100,854,493)

23,186,965
1,179,428,608
14,392,201
209,876,969
3,836,353
(112,369,229)

Fixed assets net of depreciation/amort.

1,237,247,771

1,318,351,867

1,317,245,564

1,499,222,052

Current Assets:
Cash and investments
Receivables:
Accounts
Assessments
Advances
Accrued interest
Due from other funds
Inventories
Total Current Assets
Restricted assets:
Construction:
Cash and investments
Due from other funds
Accrued interest
Growth impact and plumbing trust:
Cash and investments
Assessments/accounts receivable
Due from other funds
Accrued interest
Bonded debt service:
Cash and investments
Accrued interest
Total restricted assets

Total assets
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CITY OF PORTLAND, OREGON
SEWAGE DISPOSAL FUND
COMBINED BALANCE SHEET
As of June 30
2000
Current liabilities (payable from
unrestricted assets):
Warrants and accounts payable
Accrued compensated absences
Other accrued liabilities
Obligation under capital lease

2001

8,969,112
2,195,268
1,716,314
357,867

9,599,029
2,358,481
1,145,976
373,652

13,238,561

13,477,138

4,579
24,148
21,565,000
3,408,161

4,250
24,323
22,675,000
6,735,928

Total restricted liabilities

25,001,888

29,439,501

Revenue bonds payable
Obligation under capital lease
Notes payable
Prepaid sewer assessments

584,747,400
2,592,678
628,034
122,000

712,892,686
2,219,027
603,711
263,360

588,090,112

715,978,784

626,330,561

758,895,423

503,045,399

503,045,399

187,869,604

237,281,230

690,915,003

740,326,629

$1,317,245,564

$1,499,222,052

Total current liabilities

Current liabilities (payable from
restricted assets):
Warrants and accounts payable
Notes payable within one year
Bonds payable within one year
Interest payable

Total Liabilities
Fund Equity:
Contributed capital
Retained earnings:
Unreserved
Total fund equity
Total liabilities and fund equity

Source: City of Portland audited financial statements.
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CITY OF PORTLAND, OREGON
SEWAGE DISPOSAL FUND
STATEMENT OF REVENUES, EXPENSES, and CHANGES IN FUND NET ASSETS (1)
FISCAL YEAR ENDING JUNE 30
2002
Operating revenues:
Service charges and fees
Licenses and permits
Rents and reimbursements
Miscellaneous
Total operating revenues
Operating expenses:
Salaries and wages
Operating supplies
Professional services
Utilities
Claims
Miscellaneous
Utility license fees
Bad debt expense
Downspout disconnect program expense
Depreciation expense
Total operating expenses
Operating income (loss)
Nonoperating revenues (expenses):
Gain (loss) on sale of fixed assets
Investment earnings
Interest expense
Miscellaneous
Total nonoperating revenues (expenses)
Income (loss) before contributions and transfers
Transfers in
Transfers out
Capital contributions
Change in net assets
Total net assets -- beginning, as restated
Total net assets -- ending

2003

2004

$159,700,889
391,832
123,607

$159,476,837
503,334
108,180

$176,571,018
619,686
77,278

1,950,683

5,863,835

992,005

162,167,011

165,952,186

178,259,987

22,239,314
2,628,479
30,252,701
5,044,392
3,138,410
11,048,119
15,202,047
3,522,412
14,793,040

24,958,065
2,068,260
33,456,696
4,257,473
5,708,242
11,885,708
15,399,382

26,979,662
2,459,475
34,697,012
4,825,027

107,868,914

97,733,826

98,876,360

54,298,097

68,218,360

79,383,627

(71,584)
4,640,418
(35,816,838)
1,875,701

8,563
1,823,780
(35,145,809)
(125,000)

26,827
997,154
148,685
(30,557,968)

(29,372,303)

(33,438,466)

(29,385,302)

24,925,794

34,779,894

49,998,325

2,590,674

2,611,764

4,117,635

27,516,468

37,391,658

54,115,960

724,557,117

752,073,585

789,465,234

$ 752,073,585

$ 789,465,243

$843,581,194

1,299,829
11,538,268
17,077,087

Notes:
(1) Beginning with FY 2001-02, the City adopted the provisions of GASB Statement No. 34, which establishes new
requirements and a new reporting model for the annual financial reports of state and local governments. Financial statement
information presented for FY 2001-02 is reported separately, as financial reports for prior fiscal years included in this report
have not been restated to the GASB 34 format for comparative purposes.
Source: City of Portland audited financial statements.
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CITY OF PORTLAND, OREGON
SEWAGE DISPOSAL FUND
STATEMENT OF REVENUES, EXPENDITURES and CHANGES IN RETAINED EARNINGS
Fiscal Year Ending June 30

1999-00

2000-01

Operating Revenues:
Service charges and fees
Licenses and permits
Rents and reimbursements
Miscellaneous

$125,230,540
283,567
59,292
1,914,422

$136,445,145
289,567
71,872
1,781,057

Total operating revenues

127,487,821

138,587,641

21,480,020
2,123,197
21,776,055
5,513,052
8,717,263
11,955,642
6,052,072

22,277,032
2,377,775
24,574,804
4,172,504
8,588,283
11,931,154
5,781,446

Total operating expenses

77,617,301

79,702,998

Operating Income (Loss)

49,870,520

58,884,643

5,335,505
(24,475,735)
(43,773)
0

9,912,706
(29,783,031)
(61,173)
4,741,410

(19,184,003)

(15,190,088)

30,686,517

43,694,555

---

(1,052,489)
6,769,560

Net Income (loss)

30,686,517

49,411,626

Retained Earnings, July 1

157,183,087

187,869,604

$187,869,604

$237,281,230

Operating Expenses:
Salaries and wages
Operating supplies
Professional services
Utilities
Utility license fees
Depreciation
Miscellaneous

Non-Operating Revenues (Expenses):
Interest on investments
Interest expense
Loss on disposal of fixed assets
Other miscellaneous revenues (expenses)
Total nonoperating revenue (expenses)
Income before operating transfers
Operating transfers in (out)
Capital contributions

Retained Earnings, June 30

Source: City of Portland audited financial statements.
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APPENDIX C
LEGAL OPINION

June 16, 2005

City of Portland
1221 S.W. Fourth Avenue, Room 120
Portland, Oregon 97204

First Albany Capital Inc.
One Penn Plaza, 42nd Floor
New York, New York 10119

Subject: $144,850,000 City of Portland, Oregon, First Lien Sewer System
Revenue Refunding Bonds, 2005 Series A
Ladies and Gentlemen:
We have acted as bond counsel in connection with the issuance by the City of Portland, Oregon
(the "City") of its First Lien Sewer System Revenue Refunding Bonds, 2005 Series A (the "2005 Series A Bonds"),
in the aggregate principal amount of One Hundred Forty-Four Million Eight Hundred Fifty Thousand Dollars
($144,850,000), pursuant to the City’s Ordinances No. 160276, as amended, and No. 179183 (collectively, the
“Ordinance”). We have examined the law and such certified proceedings and other documents as we deem
necessary to render this opinion.
As to questions of fact material to our opinion, we have relied upon representations of the City
contained in the Ordinance and other certified proceedings and certifications of officials of the City and others
furnished to us without undertaking to verify such representations and certifications by independent investigation.
We have also relied on the covenants of the City to comply with certain requirements of the Internal Revenue Code
of 1986, as amended (the “Code”) with respect to the investment and use of proceeds of the 2005 Series A Bonds.
We have not been engaged or undertaken to review the accuracy, completeness or sufficiency of
any of the preliminary official statement, the official statement or other offering materials relating to the 2005
Series A Bonds, and we express no opinion relating thereto.
Based on our examination, we are of the opinion, under existing law, as follows:
1.
The 2005 Series A Bonds have been legally authorized, sold and issued under and
pursuant to the Constitution and Statutes of the State of Oregon and the Charter of the City. The 2005 Series A
Bonds constitute valid and legally binding special obligations of the City enforceable in accordance with their
terms. The 2005 Series A Bonds are payable solely from the revenues of the City’s sewer system and related
amounts that are pledged, as provided in the Ordinance.
2.
Interest on the 2005 Series A Bonds is excluded from gross income for federal income
tax purposes under existing law.
3.
Interest on the 2005 Series A Bonds is not an item of tax preference under the Code for
purposes of determining the alternative minimum tax imposed on individuals or corporations. Interest on a 2005
Series A Bond held by a corporation (other than an S Corporation, regulated investment company, real estate
investment trust or real estate mortgage investment conduit) may be indirectly subject to alternative minimum tax
because of its inclusion in the earnings and profits of the corporate holder. Interest on a 2005 Series A Bond held
by a foreign corporation may be subject to the branch profits tax imposed by the Code.
4.

Interest on the 2005 Series A Bonds is exempt from Oregon personal income tax under

existing law.
5.
Interest on the 2005 Series A Bonds is exempt from personal income taxation by
Multnomah County, Oregon, under existing law.
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We note that the City has not designated the 2005 Series A Bonds as "qualified tax-exempt
obligations" within the meaning of Section 265(b)(3) of the Code.
Ownership of the 2005 Series A Bonds may result in collateral federal income tax consequences
to certain taxpayers, including financial institutions, property and casualty insurance companies, S corporations with
Subchapter C earnings and profits, individual recipients of Social Security or Railroad Retirement benefits and
taxpayers who may be deemed to have incurred or continued indebtedness to purchase or carry the 2005 Series A
Bonds. We express no opinion as to such collateral federal income tax consequences.
Under the Code, the City is required to comply with certain requirements relating to the
investment and use of the proceeds of the 2005 Series A Bonds, and the City has covenanted to comply with these
requirements. Failure to comply with these requirements may cause the interest on the 2005 Series A Bonds to be
included in gross income for federal income tax purposes retroactively to the date of issuance of the 2005 Series A
Bonds. Our opinion assumes compliance with such covenants, and we do not undertake to determine, or to inform
any person, whether any actions taken or not taken, or events occurring or not occurring, after the date of issuance
of the 2005 Series A Bonds may affect the tax status of interest on the 2005 Series A Bonds.
We express no opinion regarding any other federal, state or local tax consequences arising with
respect to ownership of the 2005 Series A Bonds.
Our opinion is limited to matters of Oregon law and applicable federal law, and we assume no
responsibility as to the applicability of laws of other jurisdictions.
These opinions are based on existing law and we assume no obligation to update or supplement
these opinions to reflect any facts or circumstances that may hereafter come to our attention or any changes in law
that may hereafter occur or become effective.
The opinions set forth above are qualified only to the extent that enforceability of the 2005 Series
A Bonds may be limited by or rendered ineffective by (i) bankruptcy, insolvency, fraudulent conveyance,
reorganization, moratorium and other similar laws affecting creditors’ rights generally; (ii) the application of
equitable principles and the exercise of judicial discretion in appropriate cases; (iii) common law and statutes
affecting the enforceability of contractual obligations generally; (iv) principles of public policy concerning,
affecting or limiting the enforcement of rights or remedies against governmental entities such as the City.
This opinion is provided to you as a legal opinion only, and not as a guaranty or warranty of the
matters discussed herein. No opinions may be inferred or implied beyond the matters expressly stated herein. No
qualification, limitation or exception contained herein shall be construed in any way to limit the scope of the other
qualifications, limitations and exceptions. For purposes of this opinion, the terms “law” and “laws” do not include
unpublished judicial decisions, and we disclaim the effect of any such decision on the opinions expressed. This
opinion speaks as of its date only, and we disclaim any undertaking or obligation to advise you of any changes that
hereafter may be brought to our attention or any change in law that may hereafter occur.
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The opinions expressed herein are solely for your benefit in connection with the above referenced
bond financing and may not be relied on in any manner or for any purpose by any person or entity other than the
addressees listed above and the owners of the 2005 Series A Bond, nor may copies be furnished to any other person
or entity, without the prior written consent to Preston Gates & Ellis LLP.
We have served only as bond counsel to the City and have not and are not representing any other
party in connection with the 2005 Series A Bonds. Therefore, no attorney-client relationship shall arise by virtue of
our addressing this opinion to persons other than the City.
Respectfully submitted,
PRESTON GATES & ELLIS LLP
Lawyers

APPENDIX D
CONTINUING DISCLOSURE CERTIFICATE

CONTINUING DISCLOSURE CERTIFICATE
$144,850,000
City of Portland, Oregon
First Lien Sewer System Revenue Refunding Bonds
2005 Series A

This Continuing Disclosure Certificate (the “Certificate”) is executed and delivered by the City of
Portland, Oregon (the “City”) in connection with the issuance of the City’s First Lien Sewer System Revenue
Refunding Bonds, 2005 Series A (the “2005 Series A Bonds”).
Section 1. Purpose of Certificate. This Certificate is being executed and delivered by the City for the
benefit of the 2005 Series A Bondowners and to assist the underwriter(s) of the 2005 Series A Bonds in complying
with paragraph (b)(5) of the Securities and Exchange Commission Rule 15c2-12 (17 C.F.R. § 240.15c2-12), (the
“Rule”). This Certificate constitutes the City’s written undertaking for the benefit of the 2005 Series A Bondowners as
required by Section (b)(5) of the Rule.
Section 2. Definitions. Unless the context otherwise requires, the terms defined in this Section shall,
for purposes of this Certificate, have the meanings herein specified.
“Beneficial Owner” means any person who has the power, directly or indirectly, to vote or
consent with respect to, or to dispose of ownership of, any 2005 Series A Bonds, including persons holding 2005
Series A Bonds through nominees or depositories.
“2005 Series A Bondowners” means the registered owners of the 2005 Series A Bonds, as shown
on the bond register maintained by the Paying Agent for the 2005 Series A Bonds, and any Beneficial Owners.
“Commission” means the Securities and Exchange Commission.
“MSRB” means the Municipal Securities Rulemaking Board or any successor to its functions.
“NRMSIR” means a nationally recognized municipal securities information repository.
“Official Statement” means the final official statement for the 2005 Series A Bonds dated June 7,
2005.
“Rule” means the Commission’s Rule 15c2-12 under the Securities and Exchange Act of 1934, as
the same may be amended from time to time.
“SID” means a state information depository for the State of Oregon (if one is created).
Section 3. Financial Information. The City agrees to provide or cause to be provided to each
NRMSIR and to the SID, if any, in each case as designated by the Commission in accordance with the Rule, the
following annual financial information and operating data for the prior fiscal year (commencing no later than March
31, 2006, for the fiscal year ended June 30, 2005):
A.
The City’s previous fiscal year annual financial statements prepared in
accordance with the Oregon Local Budget Law (or any successor statute) and in accordance with
generally accepted accounting principles so prescribed by the Governmental Accounting Standards Board
(or its successors); and,
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B.
To the extent not included in those annual financial statements, information
generally of the type included in the official statement for the 2005 Series A Bonds under the heading
"Annual Disclosure Information.”
Section 4. Timing. The information described in Sections 3.A and 3.B above shall be provided
on or before nine months after the end of the City's fiscal year. The City's current fiscal year ends June 30. The
City may adjust such fiscal year by providing written notice of the change of fiscal year to each then existing
NRMSIR and the SID, if any. In lieu of providing such annual financial information and operating data, the City
may cross-reference to other documents provided to the NRMSIR, the SID or to the Commission and, if such
document is a final official statement within the meaning of the Rule, available from the MSRB.
The City agrees to provide or cause to be provided, in a timely manner, to each NRMSIR or to
the MSRB, and to the SID, if any, notice of its failure to provide the annual financial information described in
Sections 3.A and 3.B above on or prior to the date set forth in the preceding paragraph.
Section 5. Material Events. The City agrees to provide or cause to be provided, in a timely manner,
to the SID, if any, and to each NRMSIR or to the MSRB notice of the occurrence of any of the following events with
respect to the 2005 Series A Bonds, if material:
1. Principal and interest payment delinquencies;
2. Non-payment related defaults;
3. Unscheduled draws on debt service reserves reflecting financial difficulties;
4. Unscheduled draws on credit enhancements reflecting financial difficulties;
5. Substitution of credit or liquidity providers or their failure to perform;
6. Adverse tax opinions or events affecting the tax-exempt status of the 2005 Series A Bonds;
7. Modifications to the rights of 2005 Series A Bondowners;
8. 2005 Series A Bond calls;
9. Defeasances;
10. Release, substitution or sale of property securing repayment of the 2005 Series A Bonds; and
11. Rating changes.
Section 6. Termination/Modification. The City’s obligations to provide notices of material events
shall terminate upon the legal defeasance, prior redemption or payment in full of all of the 2005 Series A Bonds. This
Certificate, or any provision hereof, shall be null and void if the City (a) obtains an opinion of nationally recognized
bond counsel to the effect that those portions of the Rule which require this Certificate, or any provision hereof, are
invalid, have been repealed retroactively or otherwise do not apply to the 2005 Series A Bonds; and (b) notifies each
then existing NRMSIR and the SID, if any, of such opinion and the cancellation of this Certificate.
Section 7. Amendment. Notwithstanding any other provision of this Certificate, the City may amend
this Certificate, and any provision of this Certificate may be waived, provided that the following conditions are
satisfied:
A. If the amendment or waiver relates to the provisions of Sections 3.A or 3.B or Section 5
hereof, it may only be made in connection with a change in circumstances that arises from a change in legal
requirements, change in law, or change in the identity, nature or status of the City with respect to the 2005
Series A Bonds, or the type of business conducted;
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B. The undertaking, as amended or taking into account such waiver, would, in the opinion of
nationally recognized bond counsel, have complied with the requirements of the Rule at the time of the
original issuance of the 2005 Series A Bonds, after taking into account any amendments or interpretations of
the Rule, as well as any change in circumstances; and
C. The amendment or waiver either (i) is approved by the 2005 Series A Bondowners or
(ii) does not, in the opinion of nationally recognized bond counsel, materially impair the interests of the 2005
Series A Bondowners.
In the event of any amendment or waiver of a provision of this Certificate, the City shall describe
such amendment in the next annual report, and shall include, as applicable, a narrative explanation of the reason for
the amendment or waiver and its impact on the type (or in the case of a change of accounting principles, on the
presentation) of financial information or operating data being presented by the City. In addition, if the amendment
relates to the accounting principles to be followed in preparing financial statements, (i) notice of such change shall be
given in the same manner as for a material event under Section 5 hereof, and (ii) the annual report for the year in
which the change is made should present a comparison (in narrative form and also, if feasible, in quantitative form)
between the financial statements as prepared on the basis of the new accounting principles and those prepared on the
basis of the former accounting principles.
Section 8. 2005 Series A Bondowner’s Remedies Under This Certificate. The right of any 2005
Series A Bondowner to enforce the provisions of this Certificate shall be limited to a right to obtain specific
enforcement of the City’s obligations hereunder, and any failure by the City to comply with the provisions of this
undertaking shall not be an event of default with respect to the 2005 Series A Bonds hereunder. 2005 Series A
Bondowners may take such actions as may be necessary and appropriate, including seeking mandamus or specific
performance by court order, to cause the City to comply with its obligations under this Certificate. A default under this
Certificate shall not be deemed a default or an event of default under the documents authorizing issuance of the 2005
Series A Bonds, and no monetary damages shall arise or be payable hereunder, and the sole remedy under this
Certificate in the event of any failure of the City to comply with this Certificate shall be an action to compel
performance.
Section 9. DisclosureUSA. Any filing required to be made with any NRMSIR or SID under this
Certificate may be made solely by transmitting such filing to the Texas Municipal Advisory Council (the “MAC”) as
provided at http://www.disclosureusa.org unless the United States Securities and Exchange Commission has
withdrawn the interpretive advice in its letter to the MAC dated September 7, 2004.
Section 10. Choice of Law. This Certificate shall be governed by and construed in accordance with
the laws of the State of Oregon, provided that to the extent this Certificate addresses matters of federal securities laws,
including the Rule, this Certificate shall be construed in accordance with such federal securities laws and official
interpretations thereof.
Dated as of the 16th day of June, 2005.
City of Portland, Oregon

Eric H. Johansen, Debt Manage
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APPENDIX E
BEO SYSTEM

BEO SYSTEM
DTC LANGUAGE DESCRIBING BOOK-ENTRY-ONLY ISSUANCE
(Prepared by DTC—bracketed material may be applicable only to certain issues)
1. The Depository Trust Company (“DTC”), New York, NY, will act as securities depository for the securities (the
“Securities”). The Securities will be issued as fully-registered securities registered in the name of Cede & Co. (DTC’s
partnership nominee) or such other name as may be requested by an authorized representative of DTC. One fully-registered
Security certificate will be issued for [each issue of] the Securities, [each] in the aggregate principal amount of such issue, and
will be deposited with DTC. [If, however, the aggregate principal amount of [any] issue exceeds $500 million, one certificate
will be issued with respect to each $500 million of principal amount and an additional certificate will be issued with respect to
any remaining principal amount of such issue.]
2. DTC, the world’s largest depository, is a limited-purpose trust company organized under the New York Banking Law, a
“banking organization” within the meaning of the New York Banking Law, a member of the Federal Reserve System, a
“clearing corporation” within the meaning of the New York Uniform Commercial Code, and a “clearing agency” registered
pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds and provides asset servicing for
over 2 million issues of U.S. and non-U.S. equity, corporate and municipal debt issues, and money market instrument from over
85 countries that DTC’s participants (“Direct Participants”) deposit with DTC. DTC also facilitates the post-trade settlement
among Direct Participants of sales and other securities transactions in deposited securities through electronic computerized bookentry transfers and pledges between Direct Participants’ accounts. This eliminates the need for physical movement of securities
certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, clearing
corporations, and certain other organizations. DTC is a wholly-owned subsidiary of The Depository Trust & Clearing
Corporation (“DTCC”). DTCC, in turn, is owned by a number of Direct Participants of DTC and Members of the National
Securities Clearing Corporation Government Securities Clearing Corporation, MBS Clearing Corporation, and Emerging
Markets Clearing Corporation (NSCC, GSCC, MBSCC, and EMCC, also subsidiaries of DTCC), as well as by the New York
Stock Exchange, Inc., the American Stock Exchange LLC, and the National Association of Securities Dealers, Inc. Access to
the DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers, banks, trust companies,
and clearing corporations that clear through or maintain a custodial relationship with a Direct Participant, either directly or
indirectly (“Indirect Participants”). DTC has Standard & Poor’s highest rating: AAA. The DTC Rules applicable to its
Participants are on file with the Securities and Exchange Commission. More information about DTC can be found at
www.dtcc.com.
3. Purchases of Securities under the DTC system must be made by or through Direct Participants, which will receive a credit for
the Securities on DTC’s records. The ownership interest of each actual purchaser of each Security (“Beneficial Owner”) is in
turn to be recorded on the Direct and Indirect Participants’ records. Beneficial Owners will not receive written confirmation
from DTC of their purchase. Beneficial Owners are, however, expected to receive written confirmations providing details of the
transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant through which the Beneficial
Owner entered into the transaction. Transfers of ownership interests in the Securities are to be accomplished by entries made on
the books of Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive
certificates representing their ownership interests in Securities, except in the event that use of the book-entry system for the
Securities is discontinued.
4. To facilitate subsequent transfers, all Securities deposited by Direct Participants with DTC are registered in the name of
DTC’s partnership nominee, Cede & Co. or such other name as may be requested by an authorized representative of DTC. The
deposit of Securities with DTC and their registration in the name of Cede & Co. or such other nominee do not effect any change
in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the Securities; DTC’s records reflect only
the identity of the Direct Participants to whose accounts such Securities are credited, which may or may not be the Beneficial
Owners. The Direct and Indirect Participants will remain responsible for keeping account of their holdings on behalf of their
customers.
5. Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to Indirect
Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by arrangements among
them, subject to any statutory or regulatory requirements as may be in effect from time to time. [Beneficial Owners of Securities
may wish to take certain steps to augment transmission to them of notices of significant events with respect to the Securities,
such as redemptions, tenders, defaults, and proposed amendments to the security documents. For example, Beneficial Owners of
Securities may wish to ascertain that the nominee holding the Securities for their benefit has agreed to obtain and transmit
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notices to Beneficial Owners, in the alternative, Beneficial Owners may wish to provide their names and addresses to the
registrar and request that copies of the notices be provided directly to them.]
[6. Redemption notices shall be sent to DTC. If less than all of the Securities within an issue are being redeemed, DTC’s
practice is to determine by lot the amount of the interest of each Direct Participant in such issue to be redeemed.]
7. Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote with respect to the Securities unless
authorized by a Direct Participant in accordance with DTC’s Procedures. Under its usual procedures, DTC mails an Omnibus
Proxy to Issuer as soon as possible after the record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights
to those Direct Participants to whose accounts the Securities are credited on the record date (identified in a listing attached to the
Omnibus Proxy).
8. Redemption proceeds, distributions, and dividend payments on the Securities will be made to Cede & Co., or such other
nominee as may be requested by an authorized representative of DTC. DTC’s practice is to credit Direct Participants’ accounts,
upon DTC’s receipt of funds and corresponding detail information from Issuer or Agent on payable date in accordance with their
respective holdings shown on DTC’s records. Payments by Participants to Beneficial Owners will be governed by standing
instructions and customary practices, as is the case with securities held for the accounts of customers in bearer form or registered
in “street name,” and will be the responsibility of such Participant and not of DTC [nor its nominee], Agent, or Issuer, subject to
any statutory or regulatory requirements as may be in effect from time to time. Payment of redemption proceeds, distributions,
and dividend payments to Cede & Co. (or such other nominee as may be requested by an authorized representative of DTC) is
the responsibility of Issuer or Agent, disbursement of such payments to Direct Participants will be the responsibility of DTC, and
disbursement of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect Participants.
[9. A Beneficial Owner shall give notice to elect to have its Securities purchased or tendered, through its Participant, to
[Tender/Remarketing] Agent, and shall effect delivery of such Securities by causing the Direct Participant to transfer the
Participant’s interest in the Securities, on DTC’s records, to [Tender/Remarketing] Agent. The requirement for physical delivery
of Securities in connection with an optional tender or a mandatory purchase will be deemed satisfied when the ownership rights
in the Securities are transferred by Direct Participants on DTC’s records and followed by a book-entry credit of tendered
Securities to [Tender/Remarketing] Agent’s DTC account.]
10. DTC may discontinue providing its services as securities depository with respect to the Securities at any time by giving
reasonable notice to Issuer or Agent. Under such circumstances, in the event that a successor securities depository is not
obtained, Security certificates are required to be printed and delivered.
11. Issuer may decide to discontinue use of the system of book-entry-only transfers through DTC (or a successor securities
depository). In that event, Security certificates will be printed and delivered to DTC.
12. The information in this section concerning DTC and DTC’s book-entry system has been obtained from sources that Issuer
believes to be reliable, but Issuer takes no responsibility for the accuracy thereof.
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APPENDIX F
MUNICIPAL BOND INSURANCE POLICY SPECIMEN
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