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Figure 1. This table shows the Bureau of Environmental Services' budget within five funds and BES’s portion of the
Grants Fund. Capital expenses in the table include procurement of capital equipment, i.e, vehicles, and not only CIP
projects for BES infrastructure.

INTRODUCTION
Two-thirds through the fiscal year, the Bureau of Environmental Services (BES) has expended
45.0% of its non-fund level expenses, both operating and capital, in the Sewer System Operating
Fund and has collected 93.6% of its external revenues budgeted in all of the bureau’s funds. After
adjusting for the impacts of the COVID-19 pandemic on the bureau’s revenues during the FY 202021 budget development process, BES projects rate revenues to end the year on budget. In addition,
after transferring $8.3 million from the budget for capital outlay to external materials and services in
the Sewer System Operating Fund, spending within all categories is expected to end the year within
budget.

KEY DECISIONS FOR COUNCIL
There are no key decisions for Council in BES’s Spring BMP submission. BES is requesting
adjustments that are typical for the Spring BMP and do not impact rates or contingency resources.
These requests are discussed in the “additional analysis” section below.
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CURRENT YEAR BUDGET MONITORING
Total revenues and expenditures in the Sewer System Operating Fund are forecasted by the bureau
to be $610.7 million at year end, or 91% of the revised budget of $670.9 milion.

After Adjusting for Pandemic Impacts, Rate Revenues are Projected to be on
Budget
BES projects charges for services in the Operating Fund to end the year at $358.2 million, or 100%
of the Revised Budget. Within this category are residential and commercial retail rate revenues
projected at year-end to be $338.5 million, or 100% of budget, based on a projection of existing
revenues through February using historical daily billing trends and adjustments for the impacts of
the COVID-19 pandemic. The next largest source within charges for services are Systems
Development Charges (SDCs), projected to end the year at 88% of budget, or $10.9 million. License
and permits are projected to be $1.8 million (136% of the Revised budget) as development permit
revenues have not declined as much as estimated and have nearly reached budgeted amounts
through February. Miscellaneous revenues are projected to be $1.2 million, or only 29% of a $4.4
million budget, due to a delay in the sale of Renewable Compressed Natural Gas resulting from
equipment failure.
Charges for service revenues in the Environmental Remediation Fund are projected to be $6.3
million, or 87% of budget. Within this category are Portland Harbor Superfund charges on the sewer
bills which are projected to be $5.7 million, or 85% of budget. Although the projection is $1.1
million higher than last year’s actuals due to a rate increase this year, the impact of the COVID-19
pandemic has offsetted slightly less than half of the increase.

Spending on Materials and Services is Projected to be Within Budget After
Transferring $8.4 million from Capital Outlay
External materials and services are projected to be $95.1 million, which is 95% of the Revised
budget of $99.7 million. This BMP includes net additional appropriation of $7.1 million in this
category within the CIP, offset by reductions to capital outlay. Internal materials and services are
projected to be $45.6 million (88% of the Revised budget), with $4.1 million of the $6.3 million
under-expenditure within the CIP. Within the operating program, various charges from PBOT for
sewer and storm maintenance services are projected to be $2.8 million, or 12%, under budget.
After accounting for all of the bureau’s projections for its revenues and expenditures in the
Operating Fund, the fund’s balance is expected to end the year at $83.8 million, or 93% of the
budgeted amount. This amount consists primarily of accumulated receivables and accruals totaling
$72.9 million.
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Some Capital Projects Delayed to Accommodate Other Higher Priority Projects

As of the end of February, BES had spent 37% of its Capital Improvement Plan (CIP) budget. BES
projects spending on total CIP expenditures to be 77% of the Revised budget ($130.0 million out of
$169.3 million) at year end, mostly due to delays in CIP projects resulting in lower than anticipated
construction costs. The bureau’s Spring BMP actions are only reducing its CIP budget by $4,000 in
total, with $8.4 million of capital outlay appropriation transferred mostly to external materials and
services.. The largest percentage variance between the budgeted amounts and actual expenditures
as of the end of February are in the following four programs: Citywide Projects, Non-process
Properties and Facilities, Stormwater Management, and Wastewater Resource Recovery.
Several projects were delayed or put on hold to accommodate other more urgent / higher priority
projects, including:
•

Columbia Boulevard Wastewater Treatment Plant (CBWTP) Willamette Bldg & W. Columbia
Acquisition (under budget by $0.8 million)

•

Capital Maintenance, Non-Process Facilities (under budget by $0.3 million)

•

Beech-Essex CP-J (under budget by $5.0 million)

•

Oak Basin A – Sandy Blvd. Trunk (under budget by $1.1 million)

•

Columbia Slough Outfalls (under budget by $3.1 million)

The bureau’s largest, multi-year capital project, that of Secondary Treatment Expansion at the
CBWTP, is projected to be under-budget by $7.0 million due to postponement of construction
resulting from delays in permitting and subcontractor progress. As a result of under-expenditures in
the CIP, the transfer of funds from the Sewer System Construction Fund to the Operating Fund is
expected to end the year at 76% of the Revised budget, reflecting CIP project reimbursement costs
of $125.8 million, CIP project overhead charges of $12.7 million, and BES’s share of the Portland
Building Renovation Project ($12.4 million).

ADDITIONAL ANALYSIS
New Non-GF Requests
Grants Adjustments
•

BES’ submission appropriates $417,440 for grants which the bureau did not know the
amounts of during FY 2020-21 budget development. The two largest grant awards are
$208,000 for the SW Corridor Light Rail Extension project and $95,000 from the
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Environmental Protection Agency (EPA) Brownfields program. The grants funds are freeing
up resources that are being transferred to the Sewer Operating Fund’s contingency.
•

CBO recommends these adjustments as requested.

Fund Level Adjustments
•

BES’ submission also increases bond sales revenue in the Sewer System Construction
Fund by $122,775,548 to true-up the amount of bonds issued in November 2020. Of the
amount, approximately $900,000 will be allocated to the additional costs of issuance and
the remaining $121.9 million will be placed into the Construction Fund’s contingency for
future capital improvement projects. This action revises the amount borrowed from a single
year to two years’ of capital improvement program funding and is expected to save the
bureau about $250,000 in issuance costs and about $18.5 million in debt service costs over
the life of the bonds if bond rates rise 1% by next year.

•

CBO recommends these adjustments as requested.

Technical Adjustments
Technical adjustments in BES’ submission include the following:
•

Transfer funds between different expenditure categories in the Sewer System Operating
and Environmental Remediation Funds, with no net changes in those funds’ budgets.

•

An increase of $615,000 to BES’s commitment to the City’s Community Opportunities and
Enhancements Program (COEP) due to revised estimates of projected eligible construction
contracts, for a revised total of $1.12 million.

•

An increase of $3.8 million for insurance costs related to the bureau’s Owner Controlled
Insurance Program, since premiums have increased dramatically over the last 18 months
as the insurance market reacted to increased losses and the uncertainty of the current
economy.

•

A decrease of $4.4 million in the budget for the Secondary Treatment Expansion Program
(STEP) as delays in permitting and subcontractor progress have postponed construction.

•

CBO recommends these adjustments as requested.
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SPRING SUPPLEMENTAL BUDGET CHANGES
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