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Portland Utility Board

Attendees:

March 5, 2019 4:00pm -6:30pm
1900 SW Fourth Avenue, 1900 Building, Room 2500C
Meeting #63

PUB Members:

Allan Warman
Colleen Johnson (by phone)
Ana Brophy, ex oficio
Heidi Bullock
Micah Meskel
Mike Weedall
Ted Labbe
Robert Martineau
Absent:
Dory Robinson
Dan Peterson
Lee Moore
Van Le, ex oficio
Vera Zaharova, ex oficio

*Notice of absence provided prior to meeting
Staff:

Public:

I.

Jonas Biery (Business Services Manager, BES)
Gabe Solmer (Communications Director, PWB)
Amy Archer-Masters (PUB Analyst, City Budget Office)
Cinthia Diaz Calvo (PUB Coordinator, City Budget Office)
Jamie Dunphy (Representative, Commissioner Fish’s Office)
Ken Bartocci (Principal Financial Analyst, BES)
Jeff Winner (Capital Improvement Program Supervisor, PWB)
Michael Stuhr (Director, Bureau of Environmental Services)
Yung Ouyang (Analyst, City Budget Office)
Elizabeth Gallagher (Analyst, City Budget Office)
Janice Thompson, Oregon Citizen’s Utility Board
Carol Cushman, League of Women Voters
Call to Order
Allan called the meeting to order. He reminded everyone that the meeting was of citizen
volunteers tasked to advise City Council on items related to the Water Bureau and the Bureau of
Environmental Services. He gave an overview of the agenda.
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Prior Meeting Minutes
Allan asked if there were any changes for the minutes of the January 9 meeting.
The only changes were those of Colleen, which included typos and clarifications to her
comments.
Cinthia read colleen’s proposed changes on pg 4. “The change in organization structure that
results in changing and or reallocating resources needs internal metrics, especially when adding
FTE. It should be clearly articulated how it will affect efficiency, what is the measure for
efficiency or effectiveness internally as well as and external impacts.”
Cinthia read Colleen’s proposed changes on pg 5 “similar to PWB metrics, it would great if they
were meaningful and measurable. She asked when there are increases in FTE in BES, there
should also to be clearly articulated metrics to determine success. What is the benefit, and can
BES point it out? Colleen also said that she was concerned with the number of FTE that BES is
requesting (20) plus two limited-term positions as well. Overall, if you look at the FTE numbers
over the last 4 years there have been double digits increases. Of the 19 FTE that were approved
for 2018/19, only 9 have been filled. There needs to be discussion of how sustainable these
increases in FTE are. Given the slowdown in housing prices and the impact on revenue streams,
not just in the General Fund but also in SDCs and other revenue for the bureaus, she thought
the bureau should request fewer positions this year and focus on hiring what was approved in
2018/19 and then reevaluate in 2020/21.”
The meeting minutes were accepted as corrected.

III.

Public Comment
Allan asked if there was any public comment. There was no public comment.

IV.

Disclosure of Communications
Heidi exchanged emails BES staff regarding the Portland Harbor.
Ted met with BES staff regarding City Green Room requirements
Micah said communicated with Commission Frits and staff about Water Bureau issues and Parks
Budget.
Rob spoke with Mike Stewart but not for PUB related items.
Allan met with city staff primarily to discuss billing but not about PUB related items.

V.

PWB Budget Reviews, Yung Ouyang, Budget Analyst for the City Budget Office
Yung greeted the PUB and introduced himself. He said he had a lot to cover and divided the
content in to four sections. He said the PWB Requested Budget included $108.6 million in
operating expenses and $181.8 million for capital expenses for FY 2019-20, totaling $290.5
million. This is a 22% increase from the FY 2018-19 Adopted Budget of $237.6 million. The
operating budget increased by $7.4 million, or 7.3%. Then he moved on to talking about the rate
forecast and affordability. He said that the PWB has requested a retail rate of increase of 7.4%.
This amounts to a bill increase of approximately $2.90 per month or $8.70 per quarter for the
typical single-family household. Combined with the BES’ requested rate of increase of 3.00%,
the typical single-family household would experience a 4.53% increase or $5.11 per month for a
total combined monthly bill of $117.90 or $353.70 quarterly in FY 2019-20. So, the PWB’s rate of
increase of 7.4% is the same as the rate projected in the bureau’s financial plan submitted
during last year’s budget season. While the higher retail rate increase of 8.7% in FY 2018-19 was
driven primarily by the addition of the filtration project and decision packages, most of the
increase in FY 2019-20 is to maintain current service levels, some of which are associated with
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section on Changes to the Operating Budget and New Costs for Non-Represented Classifications
below). PWB projects a 7.4% rate of increase over the next four years and its expected.
PWB states that the federal guidance on water bill affordability ranges from 1.0% to 3.5% of
median household income (MHI), with 2.0% as the most commonly cited affordability measure.
With the rate increase of 7.4% in FY 2019-20, the typical monthly water bill would represent
0.8% of the monthly MHI, compared to 0.7% in FY 2018-19. Thus, the measure is showing an
increase for PWB’s portion of the bill relative to median household income growth. When
combined with BES’s portion of the bill, the utility bill is approximately 2.2% of median
household income in Portland in FY 2019-20. Among other financial assistance programs, the
bureau offers low-income discounts to qualifying families in two tiers based on income
thresholds. It notes that with the 7.4% increase in retail rates in FY 2019-20, the monthly bill to
qualified Tier 1 low-income residential customers receiving a 50% discount will increase by
$1.46, while the monthly bill to qualified Tier 2 low-income customers receiving an 80% discount
will increase by $0.60 a month. While recognizing the strides that PWB has made in its
adjustments to its financial assistance programs, CBO recommends that the bureau also revisit
its efforts and standards to measure affordability. In a 2013 study conducted for the American
Water Works Association, the Water Environment Federation, and the U.S. Conference of
Mayors, Stratus Consulting noted that median household income can be a highly misleading
indicator of a community’s ability to pay for several reasons. He said he will not get into the
details but said that budget office recommends that water bureau thinks about other
affordability measures besides the median household income.
Allan asked what the median household income is.
Yung said he didn’t have that information at the moment.
Colleen said that in the BES report in the median household in 2016 was $62,127.
Allan said that he had done the calculation and came up with $64,364 and thought that was
high.
Yung continued by saying the rate increases are driven by factors like filtration and other capital
projects in the bureau’s portfolio are often the biggest rate drivers in the forecast. Escalation
factors like personnel costs and material and utility costs will increase rates by 4.7% in FY 201920 and between 2.9% to 4.3% in the other years of the forecast. He said that the costs to simply
maintain current service levels, which consist of personnel as well as O&M costs.
Yung said he would move on to talk about Operating Budget and New Costs for Nonrepresented classifications. He said PWB’s requested operating budget is forecasted at $108.6
million which is a $7.4 million or a 7.3% increase compared to the FY 2018-19 Adopted Budget.
Increases are due largely to inflationary increases that includes COLA, salary step increases,
employee pension and health costs, and additional salary costs resulting from the City’s
implementation of new non-represented classifications and pay equity adjustments. He said
that the PUB may have discussed this in the past and stated that “The City engaged in a multiyear effort to transform itself into a more competitive employer, resulting in the creation of
many new non-represented classifications and the reclassification of many employees into these
new classifications. One effect is increases in the top salaries of many classifications so that
many employees who were formerly at the top of their salary range are now no longer so and
are eligible for further merit increases. Preliminary estimates of the effect on PWB are about
$350,000 if all the affected employees receive a 4.1% merit increase. In addition, beginning in
January of 2019, the City increased the salaries of many non-represented employees to comply
with an Oregon State mandate to achieve equity in compensation for employees with the same
qualifications doing the same type of work. An estimate of the cost impact to PWB of these “pay
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bureau has noted that it has budgeted conservatively by assuming that all non-represented
employees will receive the full 4.1% merit increase. It has also stated that it will be following the
Bureau of Human Resources (BHR) guidelines for employee performance reviews. Specifically,
PWB has stated that actual merit increases will be based on individual performance reviews and
recommended merit increases by the employee’s supervisor/manager using BHR’s performance
management system and merit calculation tool. The bureau believes that it is following the
City’s guidelines to budget conservatively by including the 4.1% merit increase across the board
for all non-represented employees. However, this practice will have an effect on the bureau’s
operating budget and planned retail rate increase for FY 2019-20. PWB’s five-year forecast
assumes that in the first year (FY 2019-20), all eligible non-represented employees would
receive the merit increase, while years two and three (FY 2020-21 and FY 2021-22) assume
percentages of the incremental increase of the prior year. The last two years of the forecast
assume the impact of the increased compensation ranges will not result in material impacts as
many non-represented employees would reach the new top of the salary range within the first
three years of the forecast. The bureau’s assumptions in this regard are tied to expectations of
when employees’ salaries would once again reach the top of their class. PWB notes, though,
that despite the full-budgeting of the 4.1% merit increase in FY 2019-20, with the bureau
implementing BHR’s new guidelines for employee performance reviews and merit increases, not
all non-represented employees eligible for a merit increase will actually receive one, resulting in
savings that will be realized in the bureau’s ending fund balance.”
Yung then moved on to the Current 5-year Capital Improvement Plan saying that “The bureau’s
Requested Budget includes $671.2 million in capital expenditures over the next five years. The
largest investment in the capital plan continues to be in the Distribution Program. It makes up
41% or $271.9 million of the five-year CIP. The Willamette River Pipe Crossing is approximately
29%, or $78.7 million, of the Distribution Program’s five-year budget. The Transmission and
Terminal Storage Program represents 21% or $140.0 million of the bureau’s five-year CIP.
Approximately $101 million or 72% is for the construction of a seismically resilient water storage
reservoir at Washington Park. The Treatment Program is $185.3 million, $167.0 million is for the
filtration plant and $17.8 million for corrosion control improvements. Compared to last year’s
Five-Year CIP, several changes resulted in an increase of $75 million (a 13% increase). A majority
of this increase is the result of the Filtration plant and the Willamette River Pipe Crossing.
projects. A comparison of the four common years of the two CIPs (FY 2019-20 through FY 202223) shows an $85.7 million increase in spending in the Distribution program mostly due to
additional costs for the Willamette River Pipe Crossing project, and a $17.1 million increase in
spending for the Treatment Program (i.e. Filtration). Another notable change concerns the
bureau’s contribution to the Portland Building reconstruction project in the Support program. In
the FY 2018-19 Adopted Budget, PWB planned to spend $43.5 million for its share of project
costs in FY 2020-21; the amount has now been reduced to $38.8 million, with the timeline
moved up to FY 2019-20. The new projects only make up 1.6% of the 5-year total. In contrast,
about 25% of the costs over the next five years is due to the Filtration project, while 12% of the
costs are from the Willamette River Pipe Crossing project. Moreover, costs associated with the
Portland Building Contribution consist of 6% of the 5-year plan, while work on the Washington
Park reservoir make up 15% of the 5-year total. Roughly 33% of the costs for Filtration would
occur in the next five years, and 49% of the costs of the work at Washington Park is expected to
be realized over the same time period. PWB expects to expend 89% of the Willamette River Pipe
Crossing project’s total costs over the next five years, but the contribution for the Portland
Building will be completely paid for in FY 2019-20.”
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Mt Tabor land use approval has been the basis for CBO recommended funding levels over the
past years. He continues to share “CBO notes that the Council may revisit this commitment
given current Citywide needs and priorities and available resources. Due to limited available
resources, CBO is only recommending General Fund discretionary funding for allocations that
will clearly and directly result in reduced negative financial or legal consequences for the City.
CBO also is recommending Council consider prioritizing funding for proposals which have
demonstrated evidence to meaningfully advance key citywide goals, with an emphasis on
increasing the equitable delivery of City services to historically underserved populations. This
allocation does not meet that criteria.” He said this commitment can be revisited and amended
by the current council. He continued “As an alternative to this option, the bureau should
determine whether water rate funds can be used for some of these improvements. CBO
recommends that the Water Bureau develop a list of projects from the HSR that have not been
completed. Once this list has been developed, then the bureau should work with the City
Attorney’s Office to determine which of these projects are related to the provision of water
and/or directly the responsibility of the Water Bureau as the owner of the assets. Having culled
the list to this subset, the bureau should then develop estimated project costs and provide
Council with the option to move forward with funding these parts using water rates. Any costs
that could be funded with water rates would lessen the amount that is needed to be funded
with General Fund resources.”
He said that the language he included in his review has been vetted by the Attorney’s Office.
Mike said he found interesting that 4.1% budgeting for city employee is considered a
conservative assumption when it is assumed that everyone will get the merit increase but you
know the system says not everyone will get it. He said CBO points out in their remarks that it’s
going to be underspend, so he asks why the rates are being added to the review.
Yung said that that was a question that needed to be presented to the Water Bureau. Yung said
that by conservative he assumes that PWB is budgeting to provide everyone a merit increase.
Mike said that when looking at the overall budget every dollar is an impact on rate payers. His
second question comes back to his first point about the impact of rate increase, he wants to
understand why inflation is 2.5% with is a 3rd of the overall impact and by the time it’s taken out
the rate impact is only 20%. What would be if it were just looking at inflation?
Yung is said he was comparing how much it would be in 19-20 vs 23-24.
Mike asked if he was using a discount rate and to bring back to present values.
Amy said that she thinks that Yung is using the rates forecasted by the Economist for 19-20, 2021 and for each of those years.
Yung said that CPIU is forecasted to be 2.1% ongoing for every year. He said that he will check
the math and send it to all.
Colleen said that looking at the capital budget and asked if he compared the spending actuals vs
the requested.
Yung said that he doesn’t have that information now.
Colleen asked if the information be provided for the Fall BMP and said she would be curious.
Yung said yes.
Micah asked, when looking at measured for affordability, if Yung had researched measures that
other Cities are using.
Yung said he believes his report has some of that.
Micah asked how comparable utilities are and if their using a specific metric.
Yung said he does not have that information.
Mike asked if he can give a summary of what some of those metrics that he did use.
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Allan said that in the 5 fiscal years he looked at 4.7% goes up to $285 about 20% increase over
the five years?
Yung said that seems consistent.
Allan asked if there were any other questions. With no comment or questions, he appreciated
work put on the report.
VI.

BES Budget Reviews, Elizabeth Gallagher, Budget Analyst for the City Budget Office.
Elizabeth introduced herself and greeted the PUB. She said she will provide an overview. The
requested budget for BES is about 50 million higher than the FY18-19 revised budget, including
an addition of 20 new FTE over the past year. The BES portion stays within the 3%, as directed
by the Mayor. For that reason of staying within the 3%, there are no new decision packages.
$44.2 million was the increase in CPI, and $37.0 million cost for its share of the Portland Building
Renovation project. What is increasing is fairly reasonable, primarily to maintain general
operational costs. Some of the key issues were the rate forecast, overall that 3% does take up in
FY 23 to 3.1% but that is when the bureau is talking about using the rate stabilization fund to
bring it back down to 3% level. She shared about the impact of rate increases on populations
across the city, the 1.42% would have disproportionate effects on different groups. Groups with
the biggest impact would be American Indian and Alaskan Native, Asian and Black households,
their utility bill taking up a bigger portion of their income. Elizabeth continues by sharing that
“assuming household income does not have bearing on water and sewer needs by population,
and a residence of equal numbers of residents would have similar usage regardless of income,
this goal – though it is consistent with standard, national benchmarks of affordability – could be
reexamined with a view of impact in disaggregated groups within the city. In its Requested
Budget, the bureau does note its intent to begin a comprehensive rate study – one
consideration of which will be whether a new rate methodology could or should differently
accommodate these and other equity considerations.”
She continued with Rate Stabilization Fund, saying that BES has a target of operating funds and
rate stabilization fund to have a 270-day operating expense amount and it was reinstated in FY
18-19 supporting “sustainability and resiliency, affirms the bureau’s commitment to strong
financial management, and better aligns the bureau with industry standards for comparable
utilities with strong credit ratings.” Elizabeth continued stating that “The projected total
unrestricted cash balance for the end of FY 2018-19 is projected at 530 days – or nearly twice
the targeted level – the majority of which is in the Rate Stabilization Fund” and said that number
seems high and significantly higher than the number the bureau said they would have. She also
said that there is a benefit to having a high balance and not use it because when it is used up, its
like kicking the can down the road at some point bureau will have to start playing catch up and
increase the rates to make up for the balance used. To avoid doing that, she believes that BES is
going about this in a thoughtful way.
Elizabeth continued with Capital Projects Planning and Delivery, stating that in the past years
the bureau has had aggressive Capital improvement expenses forecast vs the actuals. This year
the bureau would need to increase capital expenditures by 49% to achieve its goal. She noted
that $37 million of that is destined for the Portland Building Reconstruction project.
Expenditures would otherwise only need to increase by 15% to meet the target. She said that
once the bureau is fully staffed they will have a better picture and those numbers is something
she will pay close attention to.
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being an addition to the 72 FTE added to the bureau since 2015. Total 92 over 5 years. The
benefits to doing this mitigate the shock value of addition additional FTE. It’s going about
completing the current task load while creating a sustainable environment and work
continuation. Just looking at the process improvements that BES has made, CBO recommends
the bureau to develop and then track and maintain metrics to align with its priorities identified
in their Strategic Plan and Equity Plan. She concluded with saying that the bureau has no
directions to develop.
Ted said that this year PUB had two audit reports come out, wondering in the response to
bureaus, does CBO generally consider outside perspective on what bureaus are and are not
using in terms of budget and strategies.
Elizabeth said that is it does play in to how analysts frame their review, and what to focus on,
but for the most part the programs fall within management decision making. Unless there are
specific direction to develop that would require CBO to analyze specific areas then that was not
something that was required.
Mike recalled about urging caution to BES going forward if they continue on this track. He said
that it’s getting to a sensitive point, market showing signs of turning, he said he would like to
hear back because the concern is always there. If things really start getting dizzy, then the
bureau would not want to be caught staff rich.
Elizabeth said that there have not been much additional FTE. She said the bubble can only grow
so big.
Mike said that it is always challenging to have the appropriate staffing.
Elizabeth said that building upon vacancies that already exist is not the case. She does not
disagree with Mike.
Mike said that every year there is turn over and said that talking about 4.1%, they’re not going
to spend it. That’s half an employee that’s not going to be spend every year. His second point
was looking at the different demographics. He asked Yung if you he can take a look at that and
come back to PUB. He said that one thing here is discussing an increasing in numbers but there
is a difference when people are starting to struggle. He said that not too many people are sitting
on that amount of insurance. Right sizing and minimizing rates.
Elizabeth said that the intention is to be intergenerationally equitable. She said that personally
she thought it was too high, but the more she looked at it, the long term plan that BES sets up
the City in is very robust.
Mike said that it is great but doesn’t think it’s easy to tell the bureau to raise their rates to
increase that cushion.
Rob asked if Elizabeth thinks the 270 is low.
Elizabeth said the 270 is good, but she said that sitting on 330 for the end of this year is not as
alarming if you see it over the course of 20 years.
Rob said that one of the things that the bureau had said was their attempt to leave the rates at
3% and that rate stabilization would be at play to level that off. Would more than 270 is
appropriate?
Elizabeth said that it’s just appropriate a period of time to safe for the apocalypse, knowing it
has a plan to go down.
Mike said that the economy has been good, and the bureau has been collecting for years. He
said people like to think that things won’t change but people love Portland. Things might be
stable or might go down. Things are not a given.
Elizabeth agreed.
Allan asked of the 20 FTE, how many brand-new FTE.
Portland Utility Board—March 5, 2019—Page 7 of 9

--DRAFT-Amy said that there is a table and believes it was the contracts shift and watershed.
Elizabeth said that there were a few contract workers as well and that she would have to go
back and check.
Allan asked if there would be no FTEs
Elizabeth said probably.
Ted asked if CBO rethinking on how they do these analyses. Does CBO just look at program
offers or are they going to be looking at measures.
Elizabeth said most definitely. She said some bureaus had org structure changes, and her
understanding is that there will be more emphasis on programs and metrics. Tracking and
maintaining metrics will be important.
Allan said that Teds question is good. In previous years PUB was able to get more granular than
PUB is now. It doesn’t come apart like an onion. This is different.
Ted hopes that PUB can consider other things like audit reports. He said that there is a new
requirement in the central city that BES doesn’t have staff to be able to do this type of work.
And asks if BES staffing is accurately staffed to perform what they say they will.
Allan said that he will chat from the standpoint of these questions that have been submitted.
VII.

PWB Response to PUB Questions, Cecelia Huynh, Finance & Support Services Manager for the
Portland Water Bureau.
Gabe said she is happy to make a few comments, or just take the questions. She said they
worked with CBO very well together all the questions answered. The comment that came out
4.2%, she that that is something they have to deal with and it’s not optional. If everyone on their
work anniversary would be exceptional is not something the bureau has control over. Just like
you don’t expect to have a zero % vacancy. She said that it is a budget term and that’s why there
was a rate increase.
Mike asked about the evaluation for the multifamily in the planning process and said he was
very adamant for the need of this program. He said he has not seen anything. Responses have
been not what he was hoping for in terms of metrics. He said that the programs have a much
greater chance of failure if the bureaus dont measure them. It’s a good program but he would
hate to see it go.
Gabe mentioned the issues with drought and said that it is a robust item they can include PUB.
Collen asked if everyone can be reminded of…….
Jeff said that they presented that last year.
Colleen aske if they have a projection.
Jeff said its about 80%
Gabe asked if PUB had any other questions.
Colleen said no and thanked them; that it was really helpful to have those questions answered.
Gabe said one item that came out is the strategic planning. It says that they were looking to
make changes. A clarification is that there will be changes to the themes and not employee
based. She said the bureau expects to have new info for next year, not perfect but more than
they did this year.
Micah asked about the PMs and that PUB should get a list.
Gabe said that they are looking at both city and other benchmarks to me mindful of different
groups. She said they don’t want to be in the same position next year.
Ted said PUB will come back to council at some point.
Gabe said that there is potential for any of the commissioners to say they want to spend GF on a
particular issue. PWB has not made any commitments on that. If it was not a direction to
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VIII.

develop then it would have to come from a PWB fund and that would come through the budget
process.
BES Response to PUB Questions, Jonas Biery, Business Services Manager for Bureau of
Environmental Services.
Jonas said he will be quick, highlighting a couple things, one of them is that the request had
great questions and kudos to his team. Rate stabilization – about the 270 days, when BES made
the shift they presented the info. The benchmark is actually 360 days. The benchmark is higher,
so just to flag for the discussion. The intent to do that is to lower rates later on.
**Given the limit in time these minutes are not yet fully transcribed and there will be a second
drafted finalized version posted on the website.

IX.

Discuss next Meeting Agenda
March 14, 2019, 11:00 pm, 1900 SW Fourth Avenue, 1900 Building, Room 2500C.
Equity Training Date, PUB to select a meeting date – recommended early April

The meeting adjourned at 6:30 PM.
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