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INTRODUCTION
The downturn in development that began in FY 2017-18 is projected to continue through FY
2018-19 and FY 2019-20. In response, the Bureau of Development Services (BDS) is reducing
personnel through layoffs and reassignments in its Land Use Services (LUS) program this year and
reducing budgeted FTE by 11.0 in FY 2019-20 through the elimination of vacant positions. All but
one of the bureau’s programs are expected to operate at a deficit in FY 2019-20, and the bureau
is significantly drawing on its reserves for these programs. All programs except three are
increasing fees by 5%; one of the three exceptions, the Field Issuance Remodel program, is
increasing its fee rate by 11%, and two other programs are not planned to have fee increases.
As in the prior year, the financial adequacy of the LUS program continues to be of concern.
Although the program is projected to achieve cost recovery during FY 2022-23, at no point during

the five-year forecast are its reserves expected to achieve the bureau’s goal for the program.
However, this may be appropriate during the downturn in development, as the point of a buildup in reserves is to draw them down to mitigate against operational impacts during a downturn.
In addition, BDS is requesting $1.2 million in General Fund one-time resources to assist the
program through FY 2019-20, as well as $60,000 to establish and implement a City development
review strategic plan.

BASE BUDGET KEY ISSUES
Development Downturn and the Five-Year Financial Plan
After several years of record high levels of construction in Portland, BDS began noting declines in
land use review applications and revenues in early FY 2017-18, and the bureau responded by
significantly drawing on the Land Use Services (LUS) program’s reserves. In addition, BDS
instituted a hiring freeze in LUS. In the following months, permit applications and revenues in
other programs began to gradually decline, and the hiring freeze was expanded to the rest of the
bureau in November 2018. Hiring at BDS is currently paused through the end of 2019. Local
economists on the BDS Financial Advisory Committee have indicated that the slowdown in
construction activity will likely continue and that it may take some time for conditions to be
favorable for developers again. Currently, the bureau expects the slowdown to continue for 12 to
24 months.
Cost cutting measures that the bureau has instituted and plan to implement include:
• The aforementioned hiring freeze, effective through calendar year 2019
• Elimination of 14.0 FTE in LUS in FY 2018-19
• A further reduction of 11.0 FTE in LUS in FY 2019-20 through the elimination of vacant
positions
• Elimination of training and out-of-town travel expenses
• Reducing spending on overtime
• A reduction in the number of Residential Permit Nights
While the bureau’s reserves are intended to maintain staffing levels through a downturn (see
section on Program Reserves Review below), BDS nevertheless projects to have staffing
decreases during the five-year forecast period in order to maintain fiscal stability. Specifically, the
plan decreases 44.5 FTE through attrition over the five-year period, out of an FY 2018-19 Revised
Budget FTE count of 451.7.
Much of the financial declines to this point are the result of fewer large commercial projects,
which generate a significant portion of BDS revenues. Thus, revenues are falling more
precipitously than the workload that responds to customers’ or community members’ requests
for service. As was the case in FY 2008-09, and is the case currently, the number of larger
commercial projects declined substantially. For example, BDS is currently experiencing a decline

in multifamily permit applications when compared to the previous year. Large multifamily
developments have constituted the vast majority of large project activity at the bureau during
the economic recovery, but this market has slowed in recent months. Due to valuation being the
basis for major fee calculation methodology, the loss of those large, high value projects
dramatically impacted the bureau’s fee revenue. However, while revenues declined, workload
did not decline substantially as a greater number of lesser value permits continued to be
processed.
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declines for revenues in
most programs in FY 2020-21, with the exception of Land Use Services Case Reviews, whose
revenues are projected to grow by 9.0%. As these land use reviews usually lead the development
cycle, BDS projects revenue growth starting in FY 2021-22, the third year of the plan, and these
growth rates are significantly higher than what was projected for the same year in the bureau’s
previous iteration of its five-year forecast submitted for the FY 2018-19 budget development
process.
BDS notes that forecasted fee revenues reflect the increase permit charges for most of its
programs in FY 2019-20. For the programs with fee changes, these increases are 5%, with the
exception of the new Field Issuance Remodel program, whose rates are projected to be raised by
11%. Fees are not raised for the programs that either have healthy reserves (Plumbing and
Zoning Enforcement) or for which the City has no authority to raise rates (Environmental Soils).
With the exception of the Environmental Soils program, despite the increase in fees, no program
is expected to achieve cost recovery in FY 2019-20, and as such, will draw on reserves. Cost

recovery next year for these programs range from a low of 67% (Site Development and
Building/Mechanical) to 98% (Facility Permits).

Program Reserves Review
Since the Great Recession, BDS has gradually raised its reserve goals so that most programs now
have reserves equal to 50% of annual costs or funding for six months of operations. The bureau
states that the goal of the reserve is to allow the bureau time to recognize and respond to
unanticipated declines in revenues and to maintain the staffing needed to carry out its obligation
to provide services on permits for which BDS has already been paid but the bureau has not yet
completed. However, BDS emphasizes that the reserves are not intended to maintain existing
budget levels despite reduced construction activity. Moreover, the reserves should not insulate
the programs from making budget adjustments in response to lower revenues and lower
workloads over the long-term. BDS has researched other funds and concluded that the six-month
reserve level is consistent with several of the State of Oregon’s funds. While research conducted
on comparable cities during FY 2004-05 yielded inconsistent results, CBO recommends that BDS
again undertake a study of the reserve goals of these jurisdictions’ development services
programs once the current downturn subsides.
The table below lists, by program, the FY 2019-20 year-end reserves compared to BDS’s goals for
them:
Program

Reserves as
Estimated % of Total
Annual Costs

Goal retained in
FY 2019-20?

Goal retained by end
of 5-Year Forecast?

Building/Mechanical

99%

Yes

No

Electrical

88%

Yes

No

Plumbing

151%

Yes

Yes

Field Issuance

-43%

No

No

Facility Permits

130%

Yes

Yes

Site Development

118%

Yes

No

Environmental Soils

36%

No

Yes

Signs

-12%

No

No

Zoning Enforcement

279%

Yes

Yes

Land Use Services

7%

No

No

Neighborhood
Inspections

42%

No

No

Bureau Total

83%

Yes

No

The table shows a mixed picture for BDS’s program reserves. Out of the bureau’s 11 programs, six
are expected to meet their reserve goals by the end of next year. Four programs – Environmental
Soils, Signs, Land Use Services, and Neighborhood Inspections - will continue to face challenges
meeting their reserve goals as in prior years, while the Field Issuance Remodel program is new.
However, when compared to the five-year forecast completed in the prior year, the situation is
more negative, reflecting the bureau’s forecasted revenue reductions. The forecast completed
for the FY 2018-19 budget development process indicated that only the Signs and Land Use
Services programs would not reach their reserve goals by the end of the five-year period. In
contrast, the current five-year forecast shows that most (seven) of the 11 programs will be below
their reserve goals by the end of the forecast period.
Bureau-wide, reserves stood at about $85 million at the beginning of calendar year 2019.
Although reserves for FY 2019-20 for the bureau as a whole are expected to be above the bureau
goal, an overall drawdown on the cumulative reserves is projected through the Five-Year
Forecast period and has already begun in FY 2018-19. Reserves are projected to drop below the
both the bureau’s 50% minimum target by the end of the forecast. As a result of this forecast, the
bureau is taking measures to smooth necessary cost reductions by freezing hiring for the entire
bureau and eliminating FTE this budget cycle in the program initially effected by a slowdown:
Land Use Services. CBO recommends that BDS revisit some of its stress-testing analyses of
reserve levels needed to withstand different economic assumptions and provide regular updates
to Council on the status of its overall finances as part of the annual budget and supplemental
budget processes.
On the whole, though, CBO notes that the current drawdown on reserves is consistent with BDS’s
plan for a downturn in development. The reserve levels should be below the goals set for them
when the bureau needs to draw on them because of decreased development activity. Overall,
BDS prudently built up the reserves for most of its programs since the Great Recession and is
appropriately drawing down on them during the current downturn.

Land Use Services Program Funding Adequacy
During the FY 2017-18 budget development process, the City eliminated its ongoing General Fund
allocation of almost $1.1 million to BDS’s Land Use Services (LUS) program. The General Fund had
been subsidizing the LUS program since at least FY 1999-00, with the largest allocation in FY
2000-01, at $2.3 million. FY 2016-17’s allocation was only $394,946 due to a $55,730 reduction,
as well as a one-time transfer of $664,710 to the Neighborhood Inspections program. The
ongoing allocation was eliminated in FY 2017-18, with BDS noting at the time that the program
was fully reserved with no significant risk forecasted but also warning that the fund status would
“need to be monitored in future years to determine if additional General Fund allocations or fee
increases are necessary.” The bureau indicated then that eliminating the General Fund allocation
would impact the program’s long-term financial stability and ability to provide services to the
public.

BDS’s current year revised budget includes an interagency agreement with BPS in the amount of
almost $1.3 million to fund to work on several code development projects. In January 2018, BDS
and the Bureau of Planning and Sustainability (BPS) came to an agreement on the ongoing
funding of BPS code development work: establishing a transfer of $1.3 million in FY 2018-19 to
BPS for such work, with funding in future years set at 35% of prior years’ actual LUS Development
Services Fee revenues. However, with the recent slowdown in development, BDS has indicated
that it can no longer make this transfer to BPS, or even fund its own code development review
work.
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Although fee
increases are planned for the current year and all years of the five-year forecast (5% each year),
the program would operate at a deficit for the first three years, and reserves are projected to
decline to a low of negative $2.0 million at the end of FY 2021-22, the third year of the forecast,
before starting to increase again. At no point of the forecast are reserves expected to reach the
desired goal of 75% of annual program expenditures but are projected to range between $7.1
million to $11.2 million below the desired level each year. However, CBO notes that the point of
the reserve is to mitigate operational impacts during a downturn in development and that the
current drawdown is appropriate. It is understandable that the reserve goal is not met during
such a downturn as long as BDS is building it back up during the next upswing of the development
cycle.
Land Use Services Planning & Zoning revenues, of which Development Services fees are a
component, are projected to decline by 14.1% in FY 2019-20, with another decrease in FY 202021 and growth only in the last three years of the forecast. In response to indicators in the
economy and the developments affecting the LUS program discussed above, BDS is planning to
reduce personnel in FY 2018-19 and reduce budgeted FTE by 11.0 in FY 2019-20. Revenues from
the Case Review portion of the program are projected to decrease in FY 2019-20 but are
forecasted to increase again starting in FY 2020-21, while most programs are projected to
continue to experience revenue reductions that year. Case Review’s rising revenues in FY 2020-21
can be viewed as a leading indicator for the rest of the bureau’s revenues and development

activity in general.
The Development Services fee, which is charged at the time of issuance of building permits, site
development permits, and zoning permits and is based upon permit valuation, was created in
2005 to help solve a funding shortage issue in the LUS program. Along with General Fund
support, revenues from this fee helped the program to achieve financial stability, including
bringing the program to a level of full cost recovery in FY 2005-06. However, even with the fee,
the program’s financial condition is still vulnerable. For example, the program’s reserves were
depleted in FY 2008-09, with a programmatic deficit reaching $1.7 million in FY 2009-10. The
deficits in FY 2018-19 and FY 2019-20 are expected to be $4.7 million and $3.2 million,
respectively.
Thus, CBO advises the bureau to closely monitor the financial adequacy of the program’s
revenues and reserves for at least the next five years, and as needed, highlight the expected
service trade-offs to Council and develop additional mitigation strategies for Council’s input.

NOTABLE CHANGES
FTE
Only one of BDS’s programs is exhibiting any notable changes to staffing, or FTE – the Land Use
Services (LUS) program. Since land use review is generally the first step in development projects,
LUS began to see a slowdown in work before other BDS programs. A hiring freeze has been in
place for LUS since the beginning of 2018, and the bureau anticipates reducing personnel from
LUS through layoffs and reassignments during FY 2018-19. The bureau is also reducing 11.0
budgeted FTE in this FY 2019-20 Requested Budget through the elimination of vacant positions.
Revenues & Expenditures
• Licenses & Permits and Charges for Services: The FY 2019-20 Requested Budget for these
two revenue categories is lower than the FY 2018-19 Revised amount by $14.6 million or
22.8%, reflecting the downturn in development. This reduction is expected to occur even
with increases in fee rates for most of the bureau’s programs. While three programs are
expected to exhibit minimal revenue growth, all other programs’ revenues are projected to
decline anywhere between 7.2% to 14.1%.
• Bond & Note and Debt Service: Debt service changes are primarily due to the bureau not
budgeting for loans to the Portland Housing Bureau in FY 2019-20. For the same reason,
BDS does not expect to collect any Bond & Note revenues next year.
• Materials & Services (External & Internal): Similarly, due to the downturn in development,
spending on Materials & Services is expected to be $4.1 million lower than the FY 2018-19
Revised Budget, or 17.7%. Work on the Portland Online Permitting System (POPS) is
expected to move forward, though, and will be implemented in phases.
Performance Measures & Targets
Measures of workload related to development or construction activity show significant declines,

consistent with the downturn, including commercial inspections, residential inspections, land use
review and final plat applications, issued commercial building permits, electrical permits,
mechanical permits, etc. However, workload associated with livability inspections is not expected
to decline, including the number of nuisance inspections, housing and derelict buildings
inspections, and the number of properties cleaned up. Efficiency measures are also generally
expected to stay the same or slightly improve.
Strategic Organization, Goals, & Direction
The bureau is making some minor organizational changes, for example, moving subprograms
around. However, as all BDS programs are being impacted by the recent slowdown in
development work and bureau revenues, a hiring freeze has been applied to all programs
through the end of 2019, and the bureau has reduced non-priority expenditures while exploring
other cost-saving measures.
In 2019, BDS will complete and implement its own bureau strategic plan. Most of the
development work for the strategic plan has already been completed, but production and
implementation of the final plan has been delayed due to significant organizational changes over
the last few years as the bureau rapidly grew to address historically high workload levels.

DIRECTIONS TO DEVELOP
BDS Land Use Services Code Amendments, Process Improvements,
Customer Training, and Public Information
$1.2 million, 0.00 FTE

Direction Language
BDS requests $1.2 million in General Fund one-time resources for various projects in its Land Use
Services (LUS) program:
• Review of Code Amendment Packages – $420,000
• BDS Process Improvements – $635,000
• Customer Training on Complete Applications – $10,000
• Public Information – $135,000
Details of components within each of these were provided in the Directions to Develop, which
can be found in the bureau’s requested budget (pp. 51 & 52):
https://www.portlandoregon.gov/cbo/article/711623
CBO Analysis
The bureau is requesting the resources due to the downtown in development which began to
drain the LUS program’s reserves consistently starting in FY 2017-18. The LUS program is
experiencing a reduction in fee revenue as a result of receiving fewer applications for large
commercial projects, which typically fund much of the program. Fee revenue has dropped more

drastically than workload levels, including the portion of the workload that does not generate any
direct fees for service, such as customer training, process improvement work, subject matter
expert work in reviewing and suggesting edits to Bureau of Planning & Sustainability (BPS)
proposed zoning code changes.
As noted in the section above discussing the program’s financial adequacy, the program is not
expected to achieve cost recovery until FY 2022-23 and at no point in the five-year forecast will
the reserve goal for the program be achieved, although it should be noted that this goal was
raised from 50% of estimated annual costs to 75%. This is the case despite a 5% increase in fee
rates during each year of the forecast, in addition to a fee rate increase that is about to be
implemented late in FY 2018-19. Cost recovery is expected to be 75% in FY 2019-20.
In the past, the LUS program received an annual allocation from the General Fund, but this
subsidy was eliminated starting in FY 2017-18. However, the bureau continues to maintain that
the General Fund is an appropriate source of funding for the program. BDS states that full cost
recovery from fees and charges is not possible for the Neighborhood Inspections and Land Use
Services programs, which have received some portion of General Fund support over the years
since they benefit the entire community and the city's livability. It may be that City Council’s
intent in eliminating the General Fund subsidy for LUS was to motivate BDS to eventually achieve
full cost recovery for the program, which the bureau is on track to achieve (for example, with the
implementation of the Development Services Fee). Nevertheless, one-time General Fund
resources may be appropriate to assist the program during a particularly difficult period of time
when it is financially constrained.
However, due to limited General Fund resources and several competing needs for discretionary
resources, CBO does not recommend the $1.2 million in additional General Fund. For all
components of the request, BDS states that in the absence of assistance from the General Fund,
LUS would deprioritize work on these projects in favor of work for which fees could be charged.
For most of the components, including process improvements related to POPS, customer
trainings, and public information, work would be delayed into future years.
BDS states that if it does not receive General Fund assistance, LUS will assign fewer staff to
participate in the review of the new initiatives, including DOZA Design Review and Residential
Infill. Usually, staff from each section within LUS review each of the projects, as each section has
its own area of specialization to evaluate impacts and implementation issues. Without additional
resources, BDS states that LUS may miss key implementation issues and potential impacts to
customers, and it could be that City Council may adopt code with implementation issues, which
would then require additional code amendment projects to rectify. CBO notes that it may be that
the City would have to slow down the implementation of the new initiatives, which may be
appropriate during a period of slowdown in development.
CBO also recommends that BDS explore the possibility of transforming some of the work in
question into bureau overhead functions that can be funded by several programs, and not simply
by LUS. Building departments are specifically prohibited by State statute from using the fees from
some of the programs, such as from the Building, Plumbing, and Mechanical programs, to fund
inspection, review, implementation, or administration of local ordinances relating to

development, or any other programs that are not related to the construction permit/plan review
revenues. However, building permit revenues can be used to fund programs where
implementation of local ordinances is interdependent and intertwined with the State
construction codes. According to the State Building Codes Division, a portion of planning and
zoning review incidental to the issuance of a building permit falls into this category. It can
possibly be argued that code amendment review is work that needs to occur before other
development processes such as plan review and permitting and as such, can be considered more
of an overhead function. Thus, CBO recommends that BDS explore the legality of using revenue
streams from its various programs to fund the code amendment work.
CBO Recommendation: $0 | 0.00 FTE

City Development Review Strategic Plan
$60,000, 0.00 FTE

Direction Language
This Direction to Develop calls for the seven bureaus responsible for the City’s development
review process to establish and implement a City development review strategic plan. 1
Specifically, this proposal would provide $60,000 in one-time resources for an external consultant
to work with an internal steering committee of development bureau representatives to develop
and document the following:
1. A shared set of values, goals and objectives;
2. A governance structure and process; and
3. Development review process service level goals and funding.
A resulting report would be presented to request approval by City Council.
CBO Analysis
Multiple bureaus share responsibility for the City’s development review process, with
Development Services managing the land use and permit review processes and Transportation
managing Public Works review. The bureaus take a “co-location” approach to the work, enabling
each organization to bring its expertise to specific areas of a complex review process while
operating in the same vicinity to encourage coordination and process flow. The seven bureaus
contributing to the development review process represent the interests of all five
Commissioners-in-Charge. As noted in the establishment of the Development Directors Charter,
as well as previous CBO reviews, this decentralized approach to development can slow and create
conflicts in the review process, leading to stalled projects.
This proposal builds on efforts over the past several years to align priorities and establish
governance of the development process during the rapid expansion of the local development

Including the Bureau of Development Services, Portland Bureau of Transportation, Bureau of Environmental Services,
Portland Water Bureau, Portland Fire & Rescue, Portland Parks & Recreation, and the Portland Housing Bureau.

1

cycle. Some of these efforts included:
• Government Accountability, Transparency, and Results (GATR) sessions 2 focused on
streamlining the development process for both market-rate and affordable housing;
• The Mayor’s “Fast Track Pilot” to advance high-priority economic development and public
projects and to test process improvements; and
• The establishment of the Development Directors Group in December 2017 to facilitate
increased collaboration, coordination, and leadership accountability for the performance of
the development review process.
Given that development bureaus have attempted similar efforts over the last few years utilizing
internal resources and staff (at times additionally supported by the City Budget Office and the
Office of Management & Finance) with limited progress, the approach of bringing in an external
party to guide the process and help participating bureaus achieve consensus on City development
priorities offers a reasonable next step. The City Budget Office supports the approach of a
creating such a strategic plan because cohesive alignment around City development has the
potential to be hugely beneficial as the City navigates swings in the local construction cycle,
completes sweeping technology improvements through the POPS implementation, and
incorporates ongoing business process changes to better serve customers and residents.
However, given limited General Fund resources, CBO recommends that the bureaus prioritize this
cost within their existing budgets. CBO notes that the seven bureaus directed to participate in
this process have a combined FY 2019-20 External Materials and Services budget of $423 million.
Though not all of those funds would be eligible for this purpose, participating bureaus could likely
identify funding for a consultant if each organization prioritized its share of the $60,000 total
cost.
Bureau Commissioners-in-Charge may determine it appropriate to share the estimated $60,000
cost of developing the strategic plan equally, since all bureaus weigh in on critical City
development decisions and have staff that contribute to the process. Such a split would result in
each bureau contributing $8,572. Finding this amount of funding within existing bureau budgets
is not only fiscally prudent, given limited General Fund resources, but also offers a small test of
whether development bureaus will approach this important effort with collaboration and
commitment to the outcome.
CBO Recommendation: $0 | 0.00 FTE

Housing Development GATR materials can be accessed at https://www.portlandoregon.gov/cbo/72474

2

SUMMARY OF REQUESTS AND RECOMMENDATIONS
Below is a summary of Bureau of Development Services’ total budget.
Adopted
FY 2018-19
Resources
Budgeted Beginning Fund Balance
Licenses & Permits
Charges for Services
Interagency Revenue
Fund Transfers - Revenue
Miscellaneous
Total Resources

Request
Base
(A)

Bureau
CBO
Total
Decision
Recommended Recommended
Packages (B) Adjustments (C) Revised (A+B+C)

$ 88,083,543
45,771,580
18,044,287
962,362
982,528
4,032,724
$157,877,024

$ 80,615,435
35,848,891
13,396,191
1,181,896
1,005,775
4,216,041
$136,264,229

$

1,260,000
$1,260,000

$

$ 80,615,435
35,848,891
13,396,191
1,181,896
(1,260,000)
1,005,775
4,216,041
($1,260,000) $136,264,229

Requirements
Personnel Services
External Materials and Services
Internal Materials and Services
Bond Expenses
Fund Transfers - Expense
Contingency
Total Requirements

$ 54,086,235
5,859,741
11,109,215
1,360,492
2,407,161
83,054,180
$157,877,024

$ 56,280,718
8,963,044
10,344,469
1,443,126
2,436,553
56,796,319
$136,264,229

$

60,000
1,200,000
$1,260,000

$

$ 56,280,718
(60,000)
8,963,044
10,344,469
1,443,126
2,436,553
(1,200,000)
56,796,319
($1,260,000) $136,264,229

