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INTRODUCTION
The Portland Water Bureau’s (PWB) FY 2020‐21 Requested Budget includes a $115.5 million operating
budget and a $181.5 million Capital Improvement Plan (CIP) budget for the Water Division for a total of
$297.0 million. This total represents a 2.2% increase from the total FY 2019‐20 Adopted Budget of
$290.6. The FY 2020‐21 Requested Budget CIP budget is 26.9% greater than the FY 2019‐20 Adopted
Budget CIP. The FY 2020‐21 Requested Budget operating budget is 6.2% greater than the FY 2019‐20
Adopted Budget, not including the FY 2019‐20 one‐time Portland Building Contribution of $38.8 million.

Water rates are proposed to increase by 8.6%, which is an increase of 1.2 percentage points from the
forecasted 7.4% increase in the bureau’s prior year financial plan.
Several key issues of note in the PWB’s budget are the increased capital project expenses, increased debt
outstanding, and rate‐payer affordability. Two notable changes from the Water Division FY 2019‐20
Revised Budget are an 19.2% year‐over‐year increase in External Materials and Services (EMS) from $41.1
million to $49.0 million and a 7.2% year‐over‐year increase in Personnel expenses from $82.4 to $88.3
million. The Water Division’s FY 2020‐21 Requested Budget includes the addition of 20 FTE, the majority
of which are associated with the apprentice program in the Maintenance and Construction group. The
five‐year CIP budget is $805.0 million, including $399.5 million for the Bull Run Filtration plant, now in its
first significant year of design. The five‐year CIP budget includes 49% of the total budget for Filtration
project and the bureau projects the completion date to occur in 2027. The total budget for the Filtration
plant is $820 million and is now inclusive of the costs for pipelines, which were not specifically called out
in prior CIP submissions. The impact to rates of the Filtration project is 3.4% annually through FY 2027‐28
as stated in the Five‐Year Financial Plan. The Bull Run Filtration project is expected to be the largest PWB
project to date.

BASE BUDGET KEY ISSUES
Performance
In the past decade, the PWB has made extensive investments in water infrastructure and staffing. The
results of these investments are reflected in the PWB’s high performance. The PWB continues to
demonstrate excellent performance in terms of asset condition, reliability, compliance and customer
service. The PWB has a proactive approach to making improvements and upgrades in the system; the
Major Project Status tracking report show 48 infrastructure improvement projects in planning and design
through to the close‐out phase. PWB also has recently invested in their internal programs to advance
equity initiatives at the bureau. Some current performance measure highlights include the following from
FY 2018‐19 and FY 2019‐20 data:


91% of the Bureau’s capital assets are in the fair, good or very good condition;



75% of high‐risk assets have been addressed and plans are in place to address another 14%;



87% of customer service calls were answered in less than 60 seconds;



Financial strength is reflected in the AAA bond rating, the highest possible rating for credit
worthiness;



Water service is highly reliable. The average number of breaks are less than one per day and those
infrequently disrupt water service to homes;



PWB is in full compliance with state and federal drinking water quality regulations and
environmental regulations;



Low‐income discount program and crisis voucher program served 7,815 clients in FY 2018‐19;



23% of the PWB employees are people of color; these rates are increasing as are the rates of
women employees, who currently make up about one‐third of PWB employees.

CBO is aware the Water Bureau is in the process of developing new performance measures to highlight
key outcomes associated with the bureaus programs and CBO will continue working with the bureau
during the development of measures as part of finalizing the FY 2020‐21 Adopted Budget.

Financial and Rate Trends
Key Expense Impacting Rates
The PWB’s FY 2020‐21 Requested Budget reflects rising costs in each of the major object categories.
Personnel costs in the FY 2020‐21 Requested Budget reflect regular annual increases from non‐
represented employee merit and cost of living adjustments plus the addition of 20 FTE for FY 2020‐21.
EMS budgets vary year‐to‐year depending on the scale and number of projects underway. PWB changed
budgeting methods in FY 2019‐20 which places more capital expenses into EMS versus Capital Outlay.
Rising debt service reflects the increased costs associated with borrowing for future capital projects. The
following tables illustrates the one‐year changes of several major object categories including the Water
and Hydro Divisions:

PWB Combined
Divisions
Personnel
External Materials
and Services
Debt Service
Totals

FY 2017‐18
Adopted
Budget

FY 2018‐19
Adopted
Budget

70,695,856

76,484,076

44,906,166
60,048,640
175,650,662

44,750,910
62,557,700
183,792,686

FY 2019‐20
Adopted
Budget
82,748,172

Requested
No DP FY
2020‐21

One‐Year
% Change

88,679,895

7.2%

42,532,984
51,155,339
66,826,344
73,823,204
192,107,500 213,658,438

20.3%
10.5%
11.2%

Retail Water Rates
Retail water rates are projected to increase by 64% over the next five years: from $5.252/ccf (hundred
cubic feet) in FY 2019‐20 to $8.620/ccf in 2025‐26. These projected rate increases are approximately 6.2%
to 6.4% above projected annual Consumer Price Index (CPI) projected by Moody’s Analytics of 2.2% to
2.4%. Assuming the projected annual rate of increase (8.6%), water rates will double approximately
every eight years. Water rates have increased 536.6% in the past 25 years from $.825/ccf in FY 1994‐95 to
$5.252/ccf in FY 2019‐20. However, during this same time water conservation efforts have dramatically
advanced; a reduction in the typical residential customer consumption has amounted to around a 40%
water use reduction from eight to five ccf per billing period. The average monthly bill has increased 280%
in the past 25 years from $11.03 in FY 1994‐95 to $42.14 in FY 2019‐20. This compares to an
approximately 76% CPI increase during this time period projected by the U.S. Department of Labor
Statistics. With this dramatic conservation improvement, the increase in the typical monthly bill is close
to half of what the increase to the rate increase. Changes to how the base charge was calculated in in FY
2007‐08 may somewhat skew the precision of the historical trend analysis. The following tables illustrate
water rate and average monthly bill trends starting in FY 2000‐21 and continuing with the forecasted five‐
year rates:
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CIP Spending
The PWB Five‐Year CIP budget has increased by 70% in four years from $474million in FY 2016‐17 to $805
million for FY 2020‐21. The increase is attributed to multi‐year projects during this period that have
moved from planning to design to construction. The FY 2020‐21 Requested Budget includes six new CIP
projects primarily focused on distribution pipes totaling $217.4 million. Five of these projects are under
$2.5 million each and the Bull Run Pipelines project (now budgeted separately from the Filtration Plant
project) is budgeted at $209.0 million. The Bull Run Pipelines for the new Filtration Plant were previously
not part of the Filtration project costs.

Five‐Year CIP at Requested Budget
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One of the more significant challenges in the Water Bureau CIP is projecting the cost for large and
complicated infrastructure projects. The majority of current CIP projects have finished below the original
budget or are expected to be completed below the original budget. The issue of large budget increases is
most pronounced when the projects are large in size and complexity; the bureau has significantly
increased three major CIP projects when the original budget estimate is compared to finalized
construction budget. These include the Washington Park Reservoir, the Willamette River Pipe Crossing,
and the Bull Run Filtration projects. These projects have contained significant updates in construction
costs, and for these three large projects the total of increase to original budget totals $494.0 million as
broken out by project: $320.0 million for the Filtration project pipes $31.0 million for Willamette River
Pipe Crossing and $143.9 million for the Washington Park Reservoir. It is also important to note that City
Council approved the Filtration project in 2017 assuming an estimate of $350.0 to $500.0 million; the FY
2019‐20 estimate of $500.0 million. The revised budget for Filtration is $470 million greater than the low
end of the estimate in 2017. In addition to the CIP costs, operations and maintenance costs are expected
when these projects are completed; these would be reflected in future general operations and
maintenance budgets.

Project Name
Washington Park Reservoir

Original Cost
Budgeted

Total Revised
Project Cost

Additional
Cost

(in 000,000’s)

(in 000,000’s)

(in 000,000’s)

$61.1

Willamette River Pipe Crossing
Bull Run Filtration and Pipes
Total

$205.0

$143.9

% Addition
236%

$57.0

$88.0

$31.0

54%

$500.0

$820.0

$320.0

64%

$618.1

$1,113.0

$494.9

80%

Personnel Additions
The PWB’s FY 2020‐21 Requested Budget includes a request for authorization of 19.55 additional full‐
time equivalents (FTE) supported by rate payer revenues. The average annual FTE costs for all PWB
employees is approximately $125,158/FTE with benefits ($79.7 million for 636.55 FTE). Adding the new
proposed 19.55 FTE (for FY 2020‐2021) represents an increase of approximately $1.9M of added
expenses. PWB provided an explanation of the role and need for each position; all have a justification and
function to fill a need within the context of operations and furthering equity goals. PWB currently has

approximately 27 FTE positions that are vacant and of these 15 are in active recruitment, five are
apprentice positions, six are engineering positions, and one 0.25 FTE Hydro division position. Regarding
the vacant engineering positions, PWB notes these, “have been a challenging recruitment area for the
City due to the availability of qualified candidates in the job market and pay equity
requirements/limitations on candidate job offers.”
The positions are for the following purposes:










11.0 FTE Utility Worker Apprentices and Maintenance Workers: the apprenticeship program has
been the PWB’s most successful avenue to hire, train and retain employees from underserved
groups.
1.0 FTE Equity Program Coordinator: this position seeks to advance equity goals through greater
research and communications capacity.
1.0 FTE Project Manager for Americans with Disability Act (ADA) compliance: this position will
oversee the five‐year plan to eliminate the ADA barriers. This position also will perform condition
assessments of bureau owned facilities and develop and implement a mainenance plan.
2.0 FTE Analyst I’s: focused on supporting the Asset Management Division to compile and organize
asset data across the PWB’s 22 programs and to update Engineering Design Standards, Materials
Manual, Development Manual and Utility Projection Plan.
.55 FTE Civil Engineer: to fill the needs of the Conduit connection project.
1.0 FTE Strategic Plan Program Manager: converting from Limited‐Term to permanent to support
ongoing need for management around the strategic plan.
1.0 FTE Office Support Specialist Assistant: converting from Limited‐Term to permanent to support
the safety program operations and Project Search.
1.0 FTE Water Security Specialist: converting from Limited‐Term to permanent to ensure full
coverage of all shifts to monitor alarms at PWB facilities.
1.0 FTE Public Information Manager: converting from Limited‐Term to permanent to support ongoing
need for management of the communications staff, support the increased demand for community
outreach, and providing capacity for implementing the bureau’s strategic plan.

Forecasted Debt Outlook
The PWB’s CIP is primarily funded using debt financing due to the size and multi‐year nature of large
capital projects. Outstanding debt is projected to nearly double in the next five years from $659.1 million
in FY 2019‐20 to $1.23 billion in FY 2024‐25. While the increased debt outstanding will pass along costs to
future generations, the increased debt levels are not expected to influence PWB AAA bond ratings since
adequate reserves are planned and budgeted. Debt financing is an important method to fund large
infrastructure improvements; it will also mean that future generations will be responsible for paying for
CIP projects principal and interest through their water rates. A larger percentage of the total PWB budget
will likely go toward debt service as the total debt rises.
The Five‐Year CIP includes 49% of the Filtration project budget, with another $420.5 million of the project
expenses expected in years six to ten. With the addition of approximately one billion of debt above FY
2019‐20 levels, there is the potential that PWB debt outstanding will likely be over $1.6 billion by the
completion the Filtration project in FY 2027‐28. The ability to secure federal loan funding for a portion of
the Filtration project has been a major focus of discussion around the Filtration project. PWB expects that
federal Environmental Protection Agency loan funds (if approved) will allow the pay back on Filtration
project debt over a longer time‐frame than with revenue debt financing alone: approximately 35 years
versus the 25 years typical with bond financing. The federal loan funds are expected to slow the increase

in water rates.
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Long‐Term Wholesale Income Outlook
One risk to the revenue forecast is the potential revenue loss from wholesale customers and any other
changes in overall consumption patterns. The desire of PWB’s second and third largest wholesale
customers to rely less on PWB water is stated by these customers as a response to the increased costs
expected from the Filtration project. Wholesale customers currently represent around 10% of PWB total
revenue from water sales, providing more than $20 million annually. The largest wholesale customer has
indicated the potential to leave, other customers are considering options, but none have provided formal
notice of intent to leave. The wholesale contract term expires in 2026 with customers having the option
to provide notice of renewal or nonrenewal as early as June of 2021. Wholesale customers have five
years to provide notice before the agreement will automatically renew in July 2026 for another ten years.
The three largest PWB wholesale customers are Tualatin Valley Water District (TVWD), Rockwood Water
Public Utility District and the City of Gresham. TVWD has provided indication that they are leaving as a
customer. Together the three represent 73% of the PWB’s wholesale revenue at approximately $15
million annually. The retail rate forecast includes impacts from TVWD leaving PWB, but not other
customers leaving. Future retail water rates will be impacted by this potential loss of revenue should
additional customers leave the system. CBO recommends the Water Bureau continue to provide routine
updates to the forecasted rate impacts should wholesale customers continue to indicate their plans to
switch to different sources to procure their water and include a detailed plan to accommodate the loss in
revenue.

Mayor’s Guidance on Water Rates
The Mayor’s Guidance issued in October 2019 provides instruction for the Water Bureau to submit a
proposal and/or reduction options where the bureau would absorb at least 25% of the estimated rate
increase associated with the updated costs for the Bull Run Filtration project.
PWB’s FY 2019‐20 Adopted Retail Rates Forecast was 7.4% each year through FY 2027‐28. The
recommended option for the Bull Run Treatment Project included in City Council Resolution 37460 is
estimated at $820 million, an increase of $320 million from the $500 million that was included in the FY
2019‐20 financial plan. PWB calculates the rate increases associated with the increased cost of $320
million at about 1.7% a year for FY 2020‐21 through FY 2022‐23, and 1.6% in subsequent years through FY
2027‐28. The offset provided to the rate increase is about 0.4% to 0.5% a year. The Water Bureau

provided the following table of their calculations of the offset:
Retail Rates Forecast
FY 2020‐21

FY 2021‐22

FY 2022‐23

FY 2023‐24

FY 2024‐25

FY 2025‐26

FY 2026‐27

FY 2027‐28

5.2%
2.2%
7.4%

5.2%
2.2%
7.4%

5.2%
2.2%
7.4%

5.2%
2.2%
7.4%

5.2%
2.2%
7.4%

5.2%
2.2%
7.4%

5.2%
2.2%
7.4%

5.2%
2.2%
7.4%

1.7%
‐0.5%

1.7%
‐0.5%

1.7%
‐0.5%

1.6%
‐0.4%

1.6%
‐0.4%

1.6%
‐0.4%

1.6%
‐0.4%

1.6%
‐0.4%

8.6%

8.6%

8.6%

8.6%

8.6%

8.6%

8.6%

8.6%

Maintain Current Service Level
Filtration
FY 2019‐20 Adopted Rates Forecast
Incremental Rate Increases from
updated Filtration costs
Absorbing 25%
FY 2020‐21 Rates Forecast

In the offset, two projects are proposed to be delayed in the ten‐year CIP: the mains replacement
program and the implementation of the seismic study. The expansion of mains replacement program
would be slowed; this decision is made based on the forecast of a relatively small increase in the rate of
pipeline breaks through 2030. Therefore, deferring the increase in replacement of mains does not
substantially increase the risk of not meeting the long‐term replace objectives, as long as the footage
replaced is increased starting in year 11.
The proposed delays in capital spending are met by delaying projects in years three through ten, with the
majority of the delays in years six to ten of the CIP. The total delays in capital spending are $156.5 million
with $10.6 million in years three to five. No offsets are proposed in years one or two, which is likely due
to the timing of projects already underway. It is important to note that the manner in which PWB has
proposed these offsets does not provide long‐term rate relief for customers; the plan as submitted
results in delayed spending of CIP as means to accommodate for increased expense of the Filtration
project. In order to offer rate relief for customers, operating expenses would need to be reduced or a
permanent reduction or elimination of capital projects would be necessary. The following table shows
the PWB offsets of capital projects:
($ in thousands)
Year 1

Program
FY 2020‐21
Customer Service
150
Distribution
74,655
Regulatory Compliance
500
Supply
3,970
Support
3,478
Transmission & Terminal Storage
47,323
Treatment
51,422
Total 181,498

Year 2

Year 3

Year 4

Year 5

Year 6

Year 7

Year 8

Year 9

Year 10

FY 2021‐22

FY 2022‐23

FY 2023‐24

FY 2024‐25

FY 2025‐26

FY 2026‐27

FY 2027‐28

FY 2028‐29

FY 2029‐30

500
48,434
500
4,366
3,204
26,250
54,804
138,058

500
40,163
500
5,318
3,204
38,300
53,168
141,153

50
42,057
500
3,065
3,204
44,490
57,847
151,213

50
45,932
200
1,714
3,204
72,040
80,596
203,736

50
53,372
200
1,700
3,204
61,690
90,946
211,162

50
66,678
200
1,700
3,204
49,800
102,836
224,468

50
81,536
200
1,700
3,204
5,300
115,141
207,131

50
81,469
200
1,700
3,204
5,300
50
91,973

50
86,441
200
1,700
3,204
5,300
50
96,945

(2,500)

(2,500)

(2,500)

(2,500)

(2,500)

Reductions
1) Delay Mains Replacement Ramp Up
2) Delay Seismic by 5 years
Total

$181,498 $ 138,058

(1,688)

(2,400)

(6,518)

(8,299)

(21,590)

(36,413)
1,688

(36,336)
2,400

(41,318)
6,518

$139,465

$148,813

$197,218

$200,364

$200,378

$169,906

$ 55,537

$ 59,645

The Water Bureau was not instructed to provide a decision package to as part of adherence to the
instruction “to retain the rate at its previously forecasted level.” PWB rate model calculates needed
revenue from water sales of $210.0 million, of which $189.8 million are projected from retail sales.
Keeping the annual rate increase at 7.4% instead of 8.6% would require a reduction in ongoing expenses
of roughly $2.5 million.

Affordability and Low‐Income Assistance
General Affordability
The PWB’s Five‐Year Preliminary Financial Plan discusses the general affordability guidelines for water as
they relate to overall affordability measures in Portland. The federal guidance on water bill affordability
ranges from 1.0% to 3.5% of median household income; PWB analysis states that 2.0% is the most
commonly cited affordability measure. The Portland median monthly household income for a two‐person
family for 2019 was approximately $5,860 or $70,320 annually. The current typical monthly water bill of
$42.14 would then represent about 0.7% of the monthly median household income, indicating the
current rates meet the overall definition of affordability.
Low‐Income Assistance
The PWB’s financial assistance program for low‐income households has been a central focus in the efforts
to make water bills affordable for low‐income households. Two tiers of ongoing discounts are provided:
one for families earning between 30‐60% median family income (MFI) and a greater discount for those
under 30% MFI. The quarterly water discounts are $101.10 for the lowest income tier and $63.20 for the
next tier. The program is geared for single‐family customers. In FY 2018‐19, the single‐family program
assisted 7,431 single family households; of these, 3,972 also received a crisis vouchers of up to $500. The
crisis vouchers for combined water and sewer/stormwater bills are available up to once every 12 months
and are designed for household experiencing financial crisis. Additionally, in FY 2018‐19, 407 households
living in multi‐family housing received crisis vouchers through a partnership with Home Forward. The
total number of households served in FY 2018‐19 in the single‐family and multi‐family programs was
7,815. It is more difficult to provide water bill discounts for low‐income families living in multi‐family
housing because typically these households do not pay their water bill directly; the bills are paid by the
owner of the building. For this reason, a significant number of low‐income families do not pay their water
bill directly and could not be qualified for the ongoing water bill discounts. CBO analyzed the most recent
federal US Census Bureau and Comprehensive Housing Affordability Strategy data as it relates to the
percentage of eligible households participating in PWB financial assistance program.
While participation in low‐income assistance programs has grown in recent years, the number
participating is under 10% of low‐income Portland households (defined as those earning 60% or less of
MFI). Income and household data are available to analyze Portland household demographics.
Approximately 84,409 Portland households are 60% or less of MFI and 7,815 of these households are
served by the PWB’s single‐family and multi‐family financial assistance programs. Approximately 76,594
of low‐income households are not served by the program; because many low‐income families are not
eligible for the program since they do not pay their water bills directly to PWB. One issue with the
ongoing low‐income assistance model is that 71% of low‐income households are renters. A high
percentage of low‐income families live in multi‐family housing and these buildings typically have the
water bill paid by the owner since they frequently do not have water meters in each individual unit.

DECISION PACKAGE
PWB submitted one decision‐package for consideration as part of the Capital Set Aside process.
Submitting and evaluating Capital Set Aside requests underwent a new pilot process this year whereby all
requests were required to produce a business case analysis quantifying the comprehensive costs and
benefits of the proposal. Each analysis produces a benefit‐cost ratio and additional information to
communicate and demonstrate the benefits of the proposal.

Portland Water Bureau Capital Set Aside Request
Capital Set Aside, $1,507,727, 0.00 FTE

Request Summary
This request is designed to achieve American Disability Act (ADA) compliance at PWB properties used for
recreational purposes; these include seven hydroparks for $370,888 plus removing barriers for accessible
parking, picnic areas, a campground sites, and a community center building, amphitheater and restrooms
at Dodge Park located in the City of Sandy for $1,097,024. After the PWB Capital Set Aside decision
package was submitted, PWB and CBO clarified with City Attorney’s Office that three proposed sites
(Groundwater Canoe Launch, Well 29 Canoe Launch and Bear Creek House #1) submitted in the original
proposal are in fact eligible to use ratepayer funds for ADA improvements. Therefore, this finding amends
the original request and PWB now notes that these three sites, “will be entirely funded with rate payer
funding.” General funds are requested because the PWB is not allowed under its charter to use ratepayer
funds for items that are not substantially related to the provision of providing water. Further, per recent
legal opinion, each of the hydroparks is specifically named as a park‐like property, and therefore
ratepayer resources are ineligible to fund these projects.
Offset Summary
Capital Set‐asides are not required to submit an offset.
CBO Analysis
PWB presented a business case analysis for the capital set aside request. The model calculated values of
recreation, health, and childhood development associated with the use of the properties. The figure
presented in the model drew from reliable sources and were calculated in a logical manner based on
reasonable estimates of the use of the properties. The cost benefit ratio calculated is 5.7:1 meaning that
the value of the benefits are 5.7 times greater than the project costs. Data shows that five of seven
hydroparks do not have a Portland Parks & Recreation (PP&R) park within a ½ mile radius (considered to
be the limit of where resident usage is much higher). A few hydropark sites have schools nearby but then
those open spaces have limited access (assumed not open to public during school hours).
The narrative states that if ADA improvements are not funded, then PWB may need to remove park
amenities from these properties; the model assumes that if this removal were to occur, then 90% of the
hydropark’s value would be eroded. This figure may be overstated since PWB assumes that hydropark
properties could still be used as open spaces. With a more moderate erosion calculation in the
assumptions, the cost‐to‐benefit ratio of the model could be significantly lowered. CBO has questions
about how operating parks fits into PWB’s mission and charter. However, the practical implications and
tangible and intangible costs of removing hydropark amenities could be costly. Removing the amenities
at hydroparks would degrade the value of the parks for the public and this could have negative equity
implications in neighborhoods where the hydropark serves as the neighborhood park and PP&R sites are
less accessible. CBO has concerns that the majority of the funding request, as $1,097,024 is slated for

enhancements to a canoe ramp at Dodge Park. This site is located outside of Portland’s city limits and
accessible only by car. CBO does not recommend resources for this project in FY 2020‐21.
CBO does recommend $370,888 in General Fund one‐time resources for the ADA barrier removals at the
Hydroparks as these sites have park‐like amenities where the General Fund is the appropriate resource.
The CBO is not recommending General Fund resources at this time for the projects at Dodge Park or the
Bear Creek properties given the need for further legal review of use of rate payer funds at these
locations.
CBO Recommendation: $370,888 one‐time

SUMMARY OF REQUESTS AND RECOMMENDATIONS
The CBO recommends the base rate budget and increase in FTE as requested by the Water Bureau. The
CBO recommends $370,888 of General Fund resources for the decision package.

