Budget Director’s Message

fy2014 adopted budget

Table of Contents

30U g0 T0 10 (i (o) o P TP 3
FY 2014 Program and Policy Highlights ...t sesssesssssseans 5
HEAItN ANA HUIMIAN S@TVICES..cc...eruevererireeriseesssssssessseessssssssssassessssessssssssssassessssssssssssssssssssssssssssssssssassesssssssssssssssassssssssssessnees 5
PUDIIC SOSOLY ...eerereeeeereeeriseensserasesaseessseesssesassesassessssssssssassesssssssssssssssass s s8R AR R A E R0 08 6
GONET AL GOVEITINICNL ...cooeeoeereeeerereeerireessesassesassesssssssssssssssassessssssss s s a8 R AR5 7
COPIEAL ASSOLS vorvvrvessressrisssssssssssssssssssssssssssssssssssssssssssssssssssssasssasssssssssssasssssssssssasssssssssssssssssssssssssssssssasssnssssssssssssssassssnssssssssssansss 8
Planning for the FY 2014 Budget - ECOnomic ClIMate ........cvuerirneenrenieneisesesssesessessessssessessessssssesssssenns 9
FOrecasting the GENETAL FUNG ... eeeeeeeeeeseeeserseerseerseeasesaseesassessssssssssassesasssssssssssssassssasssssssssssssasssassssasssssssanseses 10
LOCAIL REOVEIUES ....coooeeoererereeeraseesssesassesaseesssessssssassesassessssssssssassssassssasssssssssssssasssssssssssssassssassesssssssssssssesassesssssssssssssssassesasessaneses 11
SEALE ROVEIUES ......coveereerireenseeisseisssasssasesisssasssasssasesasssssssasssasssssesssesssssssesssssssessssssssssssssssssssssssssssssssssssssssssssssssssssssssasssssssssssanes 11
COSE DY TVET S ..corvorverieeevusesusesisssisesisssasssssssssesasssssesssesssesssesssssssessssssssssssssssssssssssssssssesssssssssasssssssssssssesssssssesssssssesssesssesssessssssssssssns 12
Policy Direction from the Chair and Balancing the GENeral FUNG...........eeoeconeesseronserseersseessesissessneesans 13
Budget OVErview - All FUNAS ...t sssss s s 14
Department Requirements All FUNAS ($1.34 DilliON) ..uueeeeereeeseerrsssserrsssssssisssssssssssssssssssssssssssssssssssssssssssssssssanns 16
Department Revenues All FUNAS ($1.28 DIllION)........owweeeveererrrssssersssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssness 17
The GENETAl FUN...ieeeee et b bbb 18
General Fund Expenditures and Reserves ($468.8 MIllION) ........cowewoveererssmseerssssssssssssssssssssssssssssssssssssssssssaens 18
GENEOTAI FUNT ROVENUES........cooereoereeeererieeriseesaseesssesaseesassessssssssssassssasssssssssssssassssassssssssassssssssssssssssssassesssessssssassssasssssnssssseses 19
Use 0f ONe-TiME-ONIY (OTO) FUNS .....coueeeeerereerreeeseriseeriseesssessssssssessssessssssssssssesssssssssssssssssssssssessssssssssssssssssssassssssssanns 19
One-Time-Only Resources Spent on One-Time-0nly PrOGIAMS ......coceorceroneesserssesssessssssssssassssassessssssssses 20
GONOTAI FUNT RESEIVES .......oeeoererereeeesseraeesiseesasesssesassesassessssssssssassssasssssssssssssssssssssssssssassesssssssssssssssassesssessssssassssassesssssssssses 21
Policy ISSUES aNd OPPOTtUNITIES ...cvuiecerersesressissississsssssssssssssssssesssssesse s ssssssssssssssnes 21
OFJANIZATION-WIAE ISSUES....cererereerereeesserieeriseesssesssessssessssesssssassesassesssssssssssssessssssssssssssssssesssssssssssssssassesssesssssssssssasssssssssssses 21
POTSONN@I COSES....cvueernereserieeraseesssesassesaseessseesssssassesassessssesassssssssassssasssssssssssesssssssssssssssassssasessasssssssssssessssssssessssessssesasesssssssansses 24
NeW FACIlItieS ANA OPCIALIONS ....ovvervvrsrisssisssisssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssasssssssssssssssasssssssssssanes 25
NeW INfOTrMALION TECHINOLIOGY .....cueueeerererierireerseeasserissesissesasssssssssssssssessssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssaseses 27
FUBUTE BUGAGEE PTESSUI@ ......cooevererereeraseesssessssesaseessssessssssssssassssssssssssssssssssssssssssssssssssssssessssssssssssssssssesssssssssssssssssesassssasssssseses 28
Multnomah County Organization Chart........see s sssssssssssseens 29
PN 030) of=T00 =1 (o ) s ORI 30
FY 2014 BUAZEE NOTES ..cuierceureerieeessesseeeessessssssessessssss s sssssses s ss s ss bbb snses 31
LIDTATY OQULTEACH STVICES ...uverereeeruseessersseesassessseesssssssesassesssssssssssssssassssssssssssssssssassessssssssssssssssssssasssssssssnssssssssasssssssssseses 31
AULOMATIC VOO REGISTIALION coverveeveriririririserisirisessssisesisesssesssssssssssesssessessessssssssssssssssssssssssssssssssssssssssssssssssssssassssnssans 31
SRETT[['S OffiCO OVOITIIMI.c..coueeerereeererereseriseeriseesssessssessseesassesssssassessssssssssssssssssessssssssssssssssssssassssassssssssassesssssssssssssssassessnessans 32
VOLEI REGISTIALION HB 3521 coueeoeeeeeeeereeeseriseeraseessesssssassesasssssssssssssassssasssssssssssssassssasssssssssssssassssasssssssssssssssssasssssssssnns 33
BIIOAGEOVIEW HOUSITIG ...ceorevereereeeeseeriseesiseesaseesssesassessseessssssssssassesassssssssssssssssesssssssssssssssassesassssssssssssssssssassssssssssssssssssassssasssssseses 33
FEACTAL/STALE SEU-ASIUC c...vvvvrerrerissrissrisssssssisssisssisssisssissssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssasssssssssssanes 33
RUFAL ATEQA PIAN UDPAALES ..cvvvvrrrerisserssisssisssisssissssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssasssssssssssanes 33

www.multco.us/budget e Director’s Message 1



Budget Director’s Message

fy2014 adopted budget

(this page intentionally left blank)

www.multco.us/budget e Director’s Message 2



Budget Director’s Message

fy2014 adopted budget

Introduction

The FY 2014 Multnomah County budget reflects a balanced approach to
spending, cautious optimism, and continued responsible fiscal management.
Overall, Multnomah County is in a better fiscal position than most states and
local governments, thanks to prudent leadership from the Chair and the Board,
firm management of and adherence to policies and practices that result in
strong long-term financial planning, low debt obligations, and the maintenance
of responsible fund balance amounts. The County’s commitment to long range
planning, sound budgeting practices and conservative financial management
continue to pay off. The FY 2014 budget also maintains the County’s long-term
fiscal position by fully funding our General Fund reserves and maintaining a
Business Income Tax (BIT) stabilization reserve.

Over the past few years, the County has planned for an anemic economic
recovery, hedging for political and financial uncertainties at the local, state,
and national level. Although this budget continues to assume a slow and
steady recovery, the County’s expenditures and revenues should be roughly

in balance for the next several years. The stabilization of the local real estate
market, with home prices now rising for the first time in years, should start

to reduce property tax compression. Unemployment, however, remains
unacceptably high and the demand for County services has not receded. There
remain many economic and political uncertainties, such as Federal austerity
measures, which could slow the recovery.

Throughout most of the past decade, since the onset of the previous recession
in the early 2000’s, Multnomah County has been reducing budgets to align
expenditures with revenues. The continued focus on budget reductions has
forced the County to think about how it conducts its business and the need to
do it differently. This strategic thinking has become an embedded part of the
County’s culture.

All levels of the organization continuously search out best practices that

result in service and process efficiencies. Over the course of the last decade,
the County has restructured and downsized its workforce, streamlined
administration and related functions, offered early retirement incentives,
instituted hiring and wage freezes, reduced benefits, and eliminated programs
and services. The County has implemented all of the usual strategies and
employed all of the fiscal tools that governments use to reduce costs and
budgets. After more than a decade of cutting, the County is embarking on
some new and innovative approaches to protect and stabilize its long range
financial security.

Multnomah County is now actively seeking alternative service delivery options
that include partnering with the private sector or non-profit agencies, sharing
services with other governments, and utilizing technology to improve the
efficiency of operations. These efforts take time to plan and implement, and
can extend out many fiscal years before the savings or efficiencies are realized.

www.multco.us/budget e Director’s Message 3



Budget Director’s Message

fy2014 adopted budget

There are many examples of investments to ensure the County’s future
health, including: early planning for the Downtown Courthouse, which is both
seismically unsafe and no longer large enough to safely accommodate the
increased use over the past few decades; the Energy Saving Capital Projects
(HVAC and boiler upgrades and replacements); the Fleet Pilot program with
the City of Portland; a capital investment to replace 30 vehicles/year over
three years to decrease maintenance costs and gain fuel efficiencies; an
Electronic-Timesheet self-service pilot to help streamline administrative
processes; the new Health Department Headquarters; and SAP risk analysis.
More detail about these projects can be found in the department program
offers section of this document.

The FY 2014 budget has targeted a few specific areas with enhanced funding
to address: mental health first aid training that will help people learn to
identify and provide help to individuals in emotional distress; retrofitting old
buildings with energy efficient equipment and meeting other capital needs
(including fleet, information technology, and facilities); the apprehension
and prosecution of those who engage in the commercial sexual exploitation
of children; homeless services and shelter; emergency management
preparedness; public safety, including jail beds; investment in our workforce;
and increased library services, as a result of the formation of a new Library
District. There are many other existing community needs that the County will
endeavor to address in future years as resources allow.

As the County moves into FY 2014, it can be cautiously optimistic and plan
for continued improvement in its fiscal condition. This year, the County is
fortunate to be making spending decisions instead of cutting decisions, but
these decisions must be prudent to ensure that restored services are fiscally
sustainable in future years. Only four years ago, the County’s General Fund
gap was projected at $24 million. Even though the County has finally turned
the cusp of aligning its expenditures and revenues after many long years, it
would only take a few changes to policy decisions to return the County to a
position of cutting budgets in subsequent years.

It should be noted that the County adopted its budget prior to knowing the
full impacts of automatic federal budget cuts (“sequestration”). A great deal
of ambiguity also remains regarding the impacts of the Federal healthcare
transformation initiatives. On the State level, there is continuing uncertainty,
particularly with respect to the outcomes of legislation that may be passed
in the State’s 2013 General Session, including bills addressing the Public
Employees Retirement System (PERS), healthcare transformation and public
safety reforms. Due to the timing of these issues, the budget reserves $1.0
million in one-time-only funding to address some of the most critical impacts
that result from decisions at the State and Federal levels.
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The budget increases the County’s workforce from 4,472.87 FTE (full time
equivalents) last year to 4,570.96 FTE in FY 2014, an increase of 98.09 FTE. Of
these FTE, 64.25 are in the Library, which is due to the voter approval of the
new Library District.

FY 2 O 1 4_ The FY 2014 budget preserves existing services in Health and Human Services
departments and adds new programs targeting vulnerable populations. The

Program County invested:

. e $207,000 for Mental Health First Aid education to enable and empower
and POhCy the public to identify and address mental health issues before they evolve

nghhghts into crises.

¢ $1.0 million for enhanced coordination to increase immediate temporary
housing access for homeless families who otherwise move first through
emergency warming shelters; this funding is provided in addition

Health and to existing homeless family services and $1.5 million for short-term

Human Services assistance for those at risk of becoming homeless.

e $460,125 for shelter, housing, and assertive engagement for girls under
the age of 18 who are victims of commercial sexual exploitation of
children.

e $986,000 for SUN community school sites concentrated in high poverty,
East Portland, and Mid/East County neighborhoods; these sites were
historically funded by the Portland Children’s levy, which was affected by
tax compression as a result of formation of the Library District.

e $125,000 in one-time-only funding for capital construction at The
Children’s Center at Steven’s Creek Crossing and $500,000 for the Earl
Boyles/David Douglas Early Learning Facility.

e $250,000 in one-time-only funding for targeted services to improve
educational outcomes for African American students in the Reynolds and
David Douglas school districts.

¢ 5$3.3 million for the Southeast Health Clinic, now in its first full year of
operations, which brings primary care, behavioral health, pharmacy, and
lab services closer to southeast Portland residents.

e $136,000 additional funding for Domestic Violence Enhanced Response
Team (DVERT) emergency response advocates.

e $700,661, which includes $489,015 in one-time-only funding, to address
an agreement between the City of Portland and the County to preserve
key community services that include the Crisis Assessment Treatment
Center (CATC); SUN Community Schools; senior centers; the one-stop
domestic violence center, including a victims advocate position; and
needle exchange.
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Public Safety

e $60,000 to expand East County homeless outreach, placing up to 15
additional households in housing.

e $50,000 in funding for a new SUN Community School at Lincoln Park
Elementary School, with David Douglas School District providing the
remaining funding.

Multnomah County is also part of a statewide effort, which began in FY 2012
and continues in FY 2014, to transform Oregon’s healthcare system into one
that better integrates physical health, mental health, long-term care, and other
services. Because payment systems are still evolving, the County anticipates
an ongoing, but currently unknown, impact on County health clinics, senior
centers, and community-based mental health providers. County Health

and Human Services managers are working closely with coordinated care
organizations and providers to carry out this transformation.

The FY 2014 budget preserves the core functions of public safety and maintains
the current number of jail beds (1,310). The budget maintains probation

and parole services, jail alternatives, and prosecutorial services. The County
invested:

e 5180,000 in one-time-only funds to equip all attorneys with tablets using
secure wireless internet access for use in the courtroom.

e $294,000 in one-time-only funds to purchase seven slots in the Intercept
Program, which will combine with the three slots budgeted with State
Oregon Youth Association (OYA) funds, for a total of 10 slots. The Intercept
Program is a comprehensive, holistic and intensive array of services
provided 24 hours per day, seven days per week to the families and youth
involved in the juvenile justice system as an alternative to or a diversion
from out-of-home placement such as foster care, residential treatment
centers, or detention.

e $70,000 ongoing funding to backfill Portland’s portion of a Neighborhood
District Attorney position focused on prostitution and sex trafficking.

e $116,500 ongoing funding for a deputy district attorney to staff the Mental
Health Court at Bud Clark Commons.
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General
Government

Most State funding for public safety comes from Senate Bill 1145, which gives
counties responsibility for all aspects of parole and probation supervision.

SB 1145 directs that parole and probation sanctions are to be served in local
jails instead of prisons and that all felony offenders sentenced to a term of
incarceration of 12 months or less remain in local custody. Currently, the
County receives over $23 million dollars annually to pay for these services,
broken out as follows for the Biennium:

Year One

DCJ Year One $14,919,162
MCSO Year One $8,033,395
LPSCC Year One $425,171
TOTAL Year One $23,377,727
Year Two

DCJ Year Two $15,528,107
MCSO Year Two $8,361,288
LPSCC Year Two $425,171
TOTAL Year Two $24,314,566

The latest State Department of Corrections SB 1145 statewide allocation,
based on an actual cost study, is at $215 million for the biennium. The
Governor’s budget assumed a total statewide allocation of $197 million and
did not include any actual cost study adjustments.

The County Chair’s Multnomah Evolves initiative, which began in FY 2011 and
protects direct service resources by making administrative cost reductions,
continues with the FY 2014 budget:

e InFY 2013, the Department of County Assets implemented Strategic
Sourcing procurement, with the Multco Marketplace system and a
Countywide Strategic Sourcing Council. In FY 2014, Strategic Sourcing
will develop key commaodity sourcing plans to maximize the degree to
which the County’s purchases align with values of sustainability and local
economy support.

¢ The Department of County Assets is on track in its collaborative Fleet
Maintenance Pilot Project with the City of Portland and will evaluate the
results to assess best practice alignment, service improvements, and fuel
cost savings in FY 2014.

¢ The Department of County Management has made significant progress on
a new web-based Budget and Performance Management System, which
will go live with the FY 2015 budget and replace a collection of stand-
alone software programs that require extensive maintenance and manual
processes for basic budget document production and analysis. The new
system will streamline and automate current work as well as facilitate
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Capital Assets

more in-depth data analysis and user-friendly reporting to inform County
policies.

¢ The Central Human Resources Division in the Department of County
Management has released its FY 2014 — 2016 Strategic Plan. The plan
incorporates stakeholder input from all levels of the County workforce
and prioritizes the automation and streamlining of current systems along
with further integration of equity and empowerment into HR practices,
recruitment enhancements, and workforce development.

Over the past decade, capital building and information technology (IT) system
requirements to support the County’s continually evolving services, together
with deferred maintenance liabilities, have outpaced dedicated ongoing
capital funds. The Chair’s Multnomah Evolves initiative is continuing efforts to
change how the County manages its capital asset portfolio. In addition, the FY
2014 budget dedicates one-time-only funds of:

¢ S$1.0 million for capital IT system replacements. Dedicating this central
funding source separate from departments’ ongoing internal service
reimbursements will allow the IT Advisory Board (ITAB) to capture and
prioritize implementation of large-scale projects across the County.

¢ S$1.2 million to accelerate the replacement of 90 vehicles and allow the
County to realize savings from a more fuel efficient fleet.

e 5$500,000 to evaluate the ongoing use of SAP for the County’s Integrated
Enterprise System.

e $8.9 million for Facilities Capital Projects that include the Health
Department Headquarters building on the U2 block, relocation of the
Sheriff’s Office from and re-capitalization of the Hansen Building site, and
selected energy conservation projects in various County facilities.

¢ $120,000 for an ombudsman position to provide confidential and informal
assistance to constituents of the Department of Community Services.

As part of the Multnomah Evolves initiative, the Department of County Asset’s
Facilities & Property Management (FPM) Division will start FY 2014 with a
renewed focus on long-term efficiency outcomes by implementing prudent
business investments. FPM'’s asset strategic plan, completed in FY 2013, aims
to reduce the County’s 3.1 million square foot footprint, while recapitalizing
and replacing facilities that are aging from valued assets into liabilities.

One such project is the construction of the new Health Department
Headquarters (HDHQ) in partnership with the City of Portland and Home
Forward. Work continues on the facility, with ground breaking expected in FY
2014. Health Department services currently located in the McCoy Building,
which has significant maintenance requirements and seismic liability, will
move to a new HDHQ designed for more efficient, client-centered services.
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Planning

for the FY
2014 Budget
- Economic
Climate

The County continues to face a slowly recovering national and local economy.
It is a recovery that has been frustrating, anemic, and protracted, especially
for those seeking employment. The recovery is characterized by a steady
stream of headwinds — uncertainty about European debt, austerity, and its
monetary union; natural disasters, such as the Japanese tsunami; unrest in
the Middle East; and, more recently, the United States’ federal government
flirtation with the debt ceiling and austerity.

Gross domestic product (GDP) — the output of goods and services produced

in the U.S. —increased at an annual rate of 0.4% in the final quarter of 2012,
the fourteenth consecutive quarter of growth. The anemic 0.4% growth rate,
combined with GDP growth rates of 1.9%, 1.2%, and 3.1% in the preceding
three quarters, has only very slowly brought down national unemployment
levels, with the rate dropping from 8.3% in January 2012 to 7.8% in December
2012.

The first quarter of 2013 has seen mixed trends. On the positive side,
residential construction has been strong, with housing starts in February up
27.7% over year ago levels. Building permits for privately owned housing
were 33.8% higher than year ago levels. While this growth is from severely
depressed levels, housing is now contributing to growth. On the negative
side, year-over-year retail sales have been weakening and were negative
(down 0.4%) on a month-over-month basis from February to March. The
larger concern is the degree to which Federal austerity measures, such as the
expiration of the 2% payroll tax or the Federal sequestration cuts, will be a
drag on the economy.

Locally, the residential real estate market has begun to rebound, especially in
the Portland core. The S&P/Case-Shiller Home Price Index for the Portland
metropolitan area increased 8.3% on a year-over-year basis in January
2013. It is not uncommon once again to see homes sell in a matter of days
with multiple offers. For some perspective, Portland house prices peaked

in July 2007 and fell 30.6% before stabilizing. Even with the recent gains,
prices are down 24.3% from their peak. The exceptionally low interest rates
due to Federal Reserve actions, limited inventory, and few distressed sales
should supply a foundation for prices and provide for further appreciation.
Absent low interest rates, home prices are close to historical norms based
on affordability measures and any significant price appreciation may not be
sustainable.

Nationally, at the state level, and locally, unemployment rates continue to

inch down from double digit levels seen in 2009 and 2010. As of March 2013,
the U.S. unemployment rate stood at 7.6% vs. 8.2% a year earlier. For the
state of Oregon, the March 2013 rate was 8.2% vs. 8.8% a year earlier. For
Multnomah County, the similar figures are 7.5% vs. 7.7% a year earlier. On the
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Forecasting the
General Fund

positive side, Multnomah County continues to have a lower unemployment
rate than the state of Oregon, which is generally attributable to urban areas
performing better than rural areas. The County has also performed slightly
better than the U.S. over the last several years with respect to unemployment.
However, as the recent statistics show, the U.S. rate is now roughly equal to
the County’s. More worrisome is that the County has seen little improvement
in its unemployment rate over the last year.

The consensus forecast (from Western Blue Chip) for Oregon employment
growth is 2.2% in 2013 while the Oregon Office of Economic Analysis (OEA)
projects a more tepid 1.4% gain. Consensus personal income growth is
projected to increase 4.6% in 2013 while OEA estimates 3.1%.

Multnomah County uses ongoing financial forecasting and monitoring to
estimate revenues and expenditures in the General Fund, the County’s largest
source of discretionary revenues. These forecasts are made for a five-year
time horizon and updated on a quarterly basis. The five-year forecast helps
form the basis on which Multnomah County builds its annual budget.

The Budget Office’s December 2012 Five-Year General Fund Forecast projected
a gap between General Fund revenues and expenditures of $5.2 million

for FY 2014, representing approximately a 1.3% gap. Unchecked, the gap
would grow to $8.8 million by FY 2018. This projection, prepared in October,
excluded any impacts from the proposed formation of a new Library District,
which was subsequently approved by voters in November 2012.

The formation of the Library District impacts the County in three ways; it:

1. Eliminates the County’s $15.3 million General Fund ongoing contribution
to Library operations for FY 2014;

2. Increases property tax compression on the County’s General Fund,
resulting in a loss of approximately $7.2 million; and

3. Eliminates the need for the County’s use of $10.0 million of one-time-only
funds to support Library operations from FY 2013 to FY 2015, saving and
making available an additional $6.6 million of OTO funds.

The County’s March 2013 forecast, which incorporates the impacts of the
Library District, projected revenues exceeding expenditures in FY 2014 by
$4.1 million or 1.1%. This is a remarkable result, which the County has not
seen in decades. This good news is tempered by the tail-end of the forecast,
which projects expenditures beginning to exceed revenues by $1.7 million by
FY 2018. Assuming the unreasonable assumption of a perfect forecast, the
County could support $1.9 million of additional ongoing programs. This does
not include any additional commitment for programs, such as SUN Schools,
which will be adversely impacted by the new Library District.
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Local Revenues

State Revenues

The forecast excluded any unmet needs such as capital infrastructure. The
forecast also assumed State funds backfilled with one-time-only General Fund
resources would not be continued into FY 2014 and that no new or expanded
General Fund programs would occur in FY 2015.

The original $5.2 million gap is close to what was forecast when the Board
adopted the current year’s budget. It is worth noting, however, that property
tax revenue estimates (before formation of the Library District) were reduced
by $3.5 million. This was offset by the County’s projected personnel cost
growth being lowered from a very pessimistic 6.7% to ‘just’ 5.1%. Flat
medical/dental rates rather than an assumed increase of 6.0% accounted for
much of the difference.

More information on the County’s forecast can be found at www.multco.us/
budget.

Property tax is the single largest discretionary source of revenue in the
General Fund, accounting for 64% of ongoing revenues. General Fund
revenue growth, therefore, is particularly sensitive to taxable value growth
and compression.

The FY 2014 budget assumes the following rates of growth (as measured from
the FY 2013 adopted budget) for each revenue source:

e Property Tax — Decline 0.8% (due to increased compression and lower
current year assessed values)

e Business Income Tax — Increase 6.25%

e Motor Vehicle Rental Tax — Increase 7.2%

e Recording Fees/CAFFA Grant — Increase 8.6%

e U.S. Marshal (and Ballot Measure 73) Jail Bed Rental — Flat

The County’s FY 2014 budget marks the first half the State of Oregon’s 2013-
2015 biennium. The State Legislature is still in session as of the publication of
this budget. Even though there are no major surprises in the State revenue
forecast, there is a degree of uncertainty regarding the County’s funding from
the State. This funding is important as State and Federal revenues account for
roughly 25% to 30% of the County’s operating budget.

Healthcare transformation, public safety reforms and PERS legislation are a
major system changes with a number of uncertainties. In anticipation of a
significant amount of unknowns regarding the outcome of the State budget,
as well as concerns related to the Federal budget, the County’s FY 2014
budget sets aside $1.0 million in one-time-only general fund revenue to help
mitigate the negative impacts of any reductions.
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Cost Drivers

Expenditures are forecast to grow roughly 4% annually through FY 2018 —a
rate of growth that takes into account inflation, employee compensation,
and long term fixed costs. For FY 2014, the cost of providing current service
levels is expected to grow by 4%. This was driven by personnel costs, which
are forecast to grow by 5.1%. Specifically, the personnel cost increase was
derived from the following sources:

¢ Cost of Living Adjustment — 2.25% (of base pay)

e Step/Merit Increases — 1.45% (of base pay)

¢ Medical/Dental — 0.0%

e PERS-4.10% (of base pay) or 18.3% compared to current rates

The moderation in medical/dental costs and inflation (as measured by the
CPI-W Portland second half, to which the County’s labor contracts are tied)
has helped to offset sharply increased PERS rates. Had medical/dental rates
not been flat and PERS rates come in slightly lower than previously forecast,
personnel costs would have grown at 6.7% — a level that far exceeds the
County’s revenue growth. The County has not assumed any PERS reforms
savings as proposed in the Governor’s Budget or various bills currently under
consideration in the Legislature. The Budget and Finance Offices will be
briefing the Board this summer with recommendations as to how the County
should move forward.

For FY 2014, internal service rates charged to departments for items such as

IT services and facilities was assumed to increase 3.98%, roughly mirroring
Countywide cost growth.
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Policy Direction
from the Chair
and Balancing
the General Fund

The Chair directed all departments to make a 1.0% reduction from current
service levels in their General Fund budget requests. Departments were
directed to preserve direct services where possible, while internal service
providers built their budgets using current service levels. This reduction
allowed the Chair to prioritize programs and invest in some new initiatives,
allow for changes in the compression forecast, and set aside a small amount
of revenue to help bridge legislative and funding changes at the local, state,
and federal levels.

The Multnomah Evolves initiative continued through FY 2014. The most
notable projects for FY 2014 are Strategic Sourcing, the new Budget System
and the Fleet Pilot program. Departments were asked to self report on Span
of Control during their budget work sessions. Directors reviewed and justified
spans of control that fell below a 7 to 1 ratio of staff to management, but it
should also be noted that the County takes an individualized approach to span
of control ratios to take into account the differences in work units.

The BIT reserve was set at 10% of BIT revenues for FY 2014 versus 8% for FY
2013. This is on top of the County’s 10% General Fund revenue reserve. ltis
also assumed that departments will fully spend their FY 2013 appropriations.
Lastly, it is assumed that $1.8 million of unused General Fund contingency
from FY 2013 will be carried over to FY 2014.

During FY 2012, the Board passed Resolution 2012-004, which committed to
providing $10.0 million of one-time-only General Fund funding for the Library.
With the voter approved new Library District, approximately $6.6 million of
the $10.0 million one-time-only funds will be returned to the General Fund.

The Chair’s budget message provides additional information on his policy

initiatives. The following sections of the Budget Director’s Message address
the County’s one-time-only resources and spending.
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Budget

Overview -
All Funds

Local Budget Law requires that Multnomah County report the total budget.
The budget for FY 2014 totals $1,533,439,628. When adopted, the budget
sets the legal appropriation. The total budget reflects the actual resources
needed by the County, plus internal charges, transfers, loans, and accounting
entities.

Because the total budget overstates what is actually spent, the County often
refers to the net budget. The FY 2014 net budget of $1,166,751,879 is a
more accurate statement of the money the County actually plans to spend
on operations during the year. The net budget subtracts all internal charges,
transfers, and loans from one fund to another. Internal transactions between
funds are typically the result of one department providing a service to
another, such as information technology or facilities services. It also removes
all reserves for future years to more accurately reflect the ongoing operating
budget.

Please see the next page for a table detailing the change in budget by fund
compared with FY 2013.

FY 2014 Adopted Budget
Department Expenditures $1,117,101,488
Contingency 49,650,391
Total Net Budget $1,166,751,879
Service Reimbursements 219,817,678
Internal Cash Transfers 15,576,708
Reserves 131,293,363
Total Budget $1,533,439,628
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FY 2013 FY 2014
# Fund Name Change Notes
Adopted Adopted g
Beginning Working Capital (BWC) +$0.9m, financing
1000 General Fund 454,482,709  $468,747,019  $14,264,310 SOUTCes -90-5m, taxes +52.9m, service charges +56.3m,
T e e licenses/permits +$0.5m, other revenues +$2.3m,
intergov. +$1.9m
1501 Road Fund 45,808,171 48,107,569 2,299,398 BWC -$1.2m, financing sources -$0.4m, intergov. +$4m
1502 Emergency Communications Fund 250,000 0 (250,000) Intergov. -$0.3m
1503 Bicycle Path Construction Fund 408,500 484,575 76,075
1504 Recreation Fund 102,080 102,160 80
1505 Federal/State Program Fund 231,197,467 230,443,058 ey | B LR, et <1 B e e d s S
other -$1.1m
1506 County School Fund 23,800 20,000 (3,800)
1508 Animal Control Fund 2,975,694 2,427,462 | PoCelan ey, e S etics
revenues -$0.2m
1509 Willamette River Bridge Fund 11,857,856 17,261,714 5,403,858 BWC -$0.7m, intergov. +$6.9m, other -50.8m
Financing sources -$24.9m, intergov. +$65.7m, licenses/
1510 Library Fund 66,929,062 72,786,638 5,857,576  permits & service charges -50.3m, other -$2.9m,
taxes -$31.7m
1511 Special Excise Taxes Fund 23,689,500 27,329,500 3,640,000 Taxes +$3.6m
1512 Pub Land Corner Preservation Fund 1,888,500 2,684,500 796,000 BWC +5$0.5m, other +$0.3m
1513 Inmate Welfare Fund 1,219,838 1,329,229 109,391
1516 Justice Services Special Ops Fund 5,814,575 6,316,236 501,661 Other +$0.5m
1518 Sl:'igon Historical Society Local Option Levy 1,837,418 1,744,253 (93,165)
1519 Video Lottery Fund 5,223,488 6,051,364 827,876  BWC +50.8m
2001 Revenue Bond Sinking Fund 150,000 0 (150,000)
2002 Capital Lease Retirement Fund 22,732,109 22,458,169 (273,940) BWC-$3.1m, intergov. +$0.3m, other +$2.6m
2003 General Obligation Bond Sinking Fund 15,989,750 14,701,075 (1,288,675) BWC-$0.3m, taxes -S1m
2004 PERS Bond Sinking Fund 75,427,500 78,170,000 2,742,500 BWC +$2.4m, other +$0.4m
2503 Asset Replacement Revolving Fund 0 476,000 476,000 New Fund - Financing sources
2504 Financed Projects Fund 3,531,283 3,441,875 (89,408) BWC
2507 Capital Improvement Fund 28,696,077 66,153,530 37,457,453  BWC +30.2m, financing sources +59.8m, service charges
+$27m, other +$0.3m
2508 Capital Acquisition Fund 1,424,943 0 (1,424,943) BWC
2509 Asset Preservation Fund 7,740,158 11,809,000 4,068,842  BWC +$3.6m, financing sources +$0.4m, other +$0.1m
2511 Sellwood Bridge Replacement Fund 212,986,452 142,564,649  (70,421,803) BWC +$50m, financing sources -$127m,
intergov. -$4.3m, licenses/permits +$10.8m
3002 Behavioral Health Managed Care Fund 57,525,623 60,026,954 2,501,331 BWC -$0.6m, intergov. +$3.1m
3500 Risk Management Fund 135,405,059 143,478,877 8,073,818 BWC +$17m, financing sources -$9.1m
3501 Fleet Management Fund 10,657,182 10,771,594 114412 BWC+50.5m, financing sources +51m, other -50.6m,
service charges -$0.8m
3503 Information Technology Fund 44,122,617 46,988,363 2,865,746  BWC-$0.1m, other +$3m
3504 Mail Distribution Fund 3,767,634 3,538,905 (228,729) BWC
3505 Facilities Management Fund 42,176,988 43,025,360 848,372 BWC +$0.5m, other +$0.8m, service charges -$0.5m
Total $1,516,042,033  $1,533,439,628 $17,397,595

“Financing sources” includes cash transfers and financing proceeds
“Other revenues” includes revenues from non-governmental entities, sales, donations, service
reimbursements
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De artment Department expenditures, excluding cash transfers, contingencies, and

p . unappropriated balances, for all funds total $1.34 billion in FY 2014 vs. $1.28
Requirements billion in FY 2013,
AII FundS The bar chart below shows appropriations by department in millions across
($134 bllllon] all funds. This figure includes internal service payments, and thus represents

some double-counting.

District Attorney
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Community Justice

Health Dept. |
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Department

Revenues
All Funds
($1.28 billion)

Licenses/Permits

Taxes
28.1%

Total direct resources or ‘revenues’ for FY 2014 are $1.28 billion vs. $1.25
billion in FY 2013 (excluding service reimbursements and cash transfers
between funds). Intergovernmental revenues are now the County’s single
largest revenue category at $441.2 million. The significant jump from

$360.7 million in FY 2013 is due mainly to the newly formed Library District
reimbursing the County $66.3 million via an intergovernmental agreement to
operate the Library.

Local taxes constitute the next largest revenue source and include property
tax, business income tax, motor vehicle rental tax, transient lodging tax, and
county gas tax. For FY 2014, they will fall from to $386.2 million in FY 2013

to $359.8 million. The large decline is due to the County no longer levying

a local option property tax for Library services. In FY 2013, the Library local
option levy accounted for $32.6 million in taxes. Adjusted for the Library levy,
property taxes are declining by 0.7% while other taxes, such as the BIT, motor
vehicle rental tax, and transient lodging tax are increasing in the 6% to 8%
range.

Beginning Working Capital (BWC), as a share of total budgeted resources,

has increased from last year. The FY 2013 adopted budget contained $234.6
million of BWC across all funds while FY 2014 contains $302.7 million. The
most notable is the S50 million increase in the Sellwood Bridge Replacement
Fund due the issuance of bonds in FY 2013, which will be spent down as the
multi-year construction project continues. The Risk Management Fund BWC
increased from $28 million to $45 million, due in large part to an internal loan
repayment from the Sellwood Bridge Replacement Fund.

2.2%
Intergovernmental

_—— 34.5%

Service Charges
9.5%

Other Sources

Beginning Working 2.0%

Capital
23.6%

0.2%
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The $468.8 million General Fund comprises approximately one-third of the
The General County’s budget. Itis the largest pool of discretionary funds that the Board

of County Commissioners can allocate with few restrictions. Resources
Fund include property taxes, business income taxes, motor vehicle rental taxes,

interest earnings, state shared revenues, and beginning working capital. The
General Fund also includes Federally Qualified Health Center (FQHC) Medicaid

General Fund wraparound reimbursement beginning in FY 2013.
Expenditures
p The following graph shows total General Fund ‘spending’, including cash
and Reserves transfers, service reimbursements, contingencies, and unappropriated
P17 balances (reserves), from FY 2005 through FY 2014. The Temporary Personal
($4688 mllllOn] Income Tax (ITAX) is shown from FY 2005 to FY 2010 and is not significant

enough to warrant being called out separately in subsequent years.
Additionally, the graph shows how much one-time-only (OTO) and ongoing
funding was spent in the General Fund from FY 2007 to FY 2014. Combining
each segment provides the total General Fund.

FQHC FQHC

$450 - ITAX _ EEET
ITAX Schools $1.3
$400 - County ITAX T ITAX 0TO GF et i
County Schools Schools $11.7 Schools $2.3 OTO GF Schools $0.7
Schools ITAX County $2.8 County $0.7 $43.2
$350 - sgg\); e OTO GF
: 0TO GF
County
s300 | RS ITAX $32
ITAX $32
$250 -
$200 -
$150 -
ITAX Collection
$100 - FYO05 $5.3 FY 06 $4.0
FY07 $2.0 FY 08 $2.0
$50 - FYO09 $1.3 FY10 $0.3
$0 -
(S In Millions)
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General Fund
Revenues

Use of One-Time-
Only (OTO) Funds

General Fund resources for FY 2014 (excluding service reimbursements
and cash transfers) have increased modestly from FY 2013. Resources

are budgeted at $443.1 million — a $13.6 million or 3.2% increase over FY
2013. The increase in General Fund revenues can be mainly be attributed
to a $6.4 million (23.6%) increase in FQHC wraparound payments in the
Health Department (shown below as service charges) and the recording of
prospective health payments of $3.5 million in the General Fund. A $2.9
million (0.9%) increase in taxes and $0.9 million (1.6%) higher BWC are the
other major contributors.

As the graph below shows, taxes make-up the majority of General Fund
revenues, and if one excludes BWC, service reimbursements, and the $37.4
million of budgeted FQHC and prospective health payments, taxes account

for nearly all of the Board'’s discretionary ongoing funds. Property taxes,
accounting for $237.4 million, are budgeted to decline by 0.8% due to
increased property tax compression from formation of the Library District.
Business income taxes, accounting for $57.8 million, are budgeted to be up
$3.4 million or 6.25%. Motor vehicle rental taxes, accounting for $20.4 million,
are budgeted to increase by $1.4 million or 7.2%.

Licenses/Permits

Intergovernmental

s

Service Charges
9.7%

\Other Sources

0.9%

Beginning Working
Capital
12.6%

Interest
0.2%

The FY 2014 budget contains approximately $24.9 million of one-time-

only General Fund resources. These funds include $9.8 million from the
projected FY 2013 ending balance (after fully funding the General Fund and
BIT reserves); the unused $4.2 million BIT reserve (which is rolled over); $2.0
million of the unused FY 2013 General Fund contingency; the unneeded $6.6
million set aside for years two and three of Library support that was previously
committed.

The table on the following pages shows how the OTO resources are planned
to be used in FY 2014. The table lists OTO resources supporting OTO
expenditures or programs not expected to continue beyond FY 2014. There
are no OTO resources supporting ongoing programs or those expected to
operate beyond FY 2014.
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One-Time-Only Resources Spent on One-Time-Only Programs

FY 2014 oTOo o
Prog# Program Name Dept. TOTAL (S 3 il Gﬁn?e.:;)l
General Funds General Funds
Fund Funds
10015 Emergency Management - Vulnerable Population Specialist NOND $106,122 S0 $106,122 100%
10018A Office of Sustainability - Food Summit NOND 614,336 25,000 20,000 3%
10018B Beginning Urban Farmer Program & Zenger Farms Grange ¥ NOND 50,000 60,000 90,000 100%
10019B  Office of Economic Development - Microloans # NOND 0 70,000 70,000 100%
10029 SummerWorks Internship Program # NOND 0 245,000 245,000 100%
D DA ok G s o of | o
25000D Director's Office - Health System Transformation DCHS 109,090 0 109,090 100%
25000E Director's Office - Business Analysis DCHS 100,000 0 100,000 100%
25020A ADS Access & Early Intervention Services DCHS 3,602,827 6,054,290 353,635 10%
dsse [oTee e el e e (S b ctoou o| amom| on
25133B HSVP - Short Term Rent Assistance DCHS 1,500,000 0 1,500,000 100%
25133C HSVP - Streetroots DCHS 40,000 0 20,000 50%
25133F  Facility Based Transitional Housing DCHS 238,009 0 238,009 100%
25136B HYS - MH and Addictions Engagement Services DCHS 471,000 0 471,000 100%
25139C AP - Computers for Head Start Graduates ¥ DCHS 0 20,000 20,000 100%
25145A  SUN Community Schools DCHS 3,947,200 877,636 185,380 5%
25149A Social & Support Services for Educational Success DCHS 2,013,562 0 10,000 0.5%
25156A Bienestar Social Services - Cully Park Development DCHS 708,292 0 50,000 7%
25157 SUN Long Term Evaluation DCHS 50,000 0 50,000 100%
25158 SUN Early Learning HUB Development DCHS 50,000 0 50,000 100%
25159 East County Education Outcomes Support DCHS 250,000 0 250,000 100%
25160  Capital Development at Earl Boyles DCHS 500,000 0 500,000 100%
25161 Children's Center at Steven's Creek Crossing DCHS 125,000 0 125,000 100%
40000 Health Department Leadership Team HD 1,616,122 0 50,000 3%
40053 Fresh and Healthy Food Project HD 75,000 0 75,000 100%
50012B Juvenile Services Management - Intercept DCJ 293,825 0 293,825 100%
50047 Londer Learning Center - GED Tutoring DCJ 10,000 798,738 10,000 100%
72008 FRM Treasury and Tax Administration DCM 1,679,196 0 200,000 12%
72025B DART County Clerk DCM 361,000 0 361,000 100%
91000 Director's Office - Ombudsman Position DCS 640,133 0 120,000 19%
91009 Animal Service Workforce Study DCS 30,000 0 30,000 100%
91025 Sauvie Island Planning DCS 0 60,000 60,000 0%
95000  Cash Transfers Countywide
~ Facilities Capital Improvement Fund (78006A) 8,861,646 0 8,861,646 100%
~IT Innovation & Investment Fund (78013A) 500,000 0 500,000 100%
~ IT Capital Replacement (78013B) 1,000,000 0 1,000,000 100%
~ Fleet Vehicle Replacement Gap (78031) 1,203,958 0 1,203,958 100%
95000 BIT Reserve at 10% Countywide 5,782,105 0 5,782,105 100%
95000 Contingency for Federal/State Set-Aside Countywide 1,000,000 0 1,000,000 100%
95000  Contingency for Automatic Voter Registration (HB 3521) Countywide 30,000 0 30,000 100%
Total One-Time-Only  $37,737,462 $8,185,664 | $24,934,145

1/ The OTO funds for this program are budgeted in the General Fund and Video Lottery Fund (1519)

2/ The OTO funds for this program are budgeted in the Video Lottery Fund (1519)
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General Fund
Reserves

Policy
[ssues and
Opportunities

Organization-wide
Issues

The County maintains General Fund reserves outlined in the County’s
Financial and Budget Policies. In FY 2014, reserves are maintained in the
General Fund equal to 10% of ongoing “corporate” General Fund revenues —
resources that the Board has wide discretion over, such as property taxes. The
FY 2014 budget fully funds the General Fund reserves at $32.6 million and is in
compliance with the Financial and Budget Policies. The level of General Fund
reserves is considered a fundamental measure of financial health.

The FY 2014 budget also contains an additional 10% BIT Stabilization Reserve
of $5.8 million. This stabilization reserve is in addition to the General Fund
reserve and is specifically intended to mitigate the risk of an unexpected
downturn in the regional economy as the BIT is a volatile revenue source.

Library District

FY 2014 will be the first year of the newly-formed Multnomah County Library
District. In the past, the Library has been funded by a series of local option
levies and support from the County General Fund. Because of steadily-
increasing property tax compression, the Library’s revenue from its local
option levy has decreased significantly in recent years. The creation of the
Library District, with a permanent rate for property taxes, will dramatically
alleviate the impact of compression and provide a stable, dedicated

funding source for library services. It will also eliminate the need for annual
contributions from the County General Fund.

In FY 2013, the Library made significant cuts to services. In May 2012, voters
approved a local option levy renewal at the same rate as the expiring five-year
local option levy: $0.89 per $1,000 of assessed value. However, that levy did
not provide sufficient funding to maintain library services at previous levels.
Even with a large commitment of additional General Fund support, there was
a funding gap of about 10% — or roughly $6.5 million —in FY 2013. In order to
close that gap, the Library made service reductions that included closing all
locations one-day/week and reducing hours; a $1.0 million reduction in the
budget for library materials; and corresponding reductions in management,
administrative, and support costs.

With the establishment of the Library District, the Library will be able to
restore services to FY 2012 levels. The Library District’s proposed rate of $1.18
per $1,000 of assessed value for FY 2014 will generate enough revenue to
reinstate hours and seven-day/week access to all locations; return the library
materials budget to FY 2012 levels; and maintain library services, programs,
and activities.

www.multco.us/budget e Director’s Message 21



Budget Director’s Message

fy2014 adopted budget

The Multnomah County Board of Commissioners serves as the governing body
of the Library District, referred to as the Multnomah County Library District
Board. Through separate actions as the County Board and the Library District
Board, the two entities have entered into an intergovernmental agreement

by which the County will provide library services and be reimbursed for such
services by the District.

Health System Transformation

The State is in the midst of transforming the way healthcare is delivered

to people covered by the Oregon Health Plan, with the ultimate goals of
improving health, providing better care, and reducing costs. Multnomah
County is part of a Coordinated Care Organization (CCO) called Health Share
of Oregon, a local health entity that will work to improve the health of the
Medicaid and high-risk uninsured population in Multnomah, Clackamas, and
Washington counties. The State is assuming significant savings from health
system transformation over the next few years, which will be reflected in
changes to State funding and how the County’s budget accounts for those
changes.

For the new biennium, the Governor’s Budget commits to reducing the annual
increase in the cost of care of the Oregon Health Plan by two percentage
points per member per year. This is part of an agreement in which the Federal
government will spend $1.9 billion over five years, with $910 million expected
in the 2013-2015 biennium to assist with the transformation. With Oregon
reducing Medicaid cost growth by two percent, there could be up to $11
billion in Federal and State savings over the course of a decade.

The Governor’s Budget also extends Oregon Health Plan coverage to all
Oregonians below 138% of the Federal Poverty Level. Under the Affordable
Care Act, all newly-eligible individuals will be fully covered by a Federal match
in the 2013-2015 biennium, as of January 2014. This expansion of coverage
can be expected to lead to an increase in demand for services in County
health clinics and throughout the region.

Public Safety Reform

State forecasters say a growing population and tougher sentencing measures,
mainly Measure 11, will add 2,300 people to Oregon’s inmate count in

the next decade, with an estimated cost over the next 10 years of $600
million. Governor John Kitzhaber convened a Commission on Public Safety

in early 2011 to find ways to avoid that increased cost and reinvest those
funds in other parts of the public safety system and in other functions of
State government such as services to families and support for schools.

The Governor’s 2013-2015 budget does not include funds for the costs of
additional prison space. In line with recommendations from the commission,
the Legislature’s Joint Committee on Public Safety is looking at some changes
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to daily prison costs; modifying prison sentences for selected crimes, including
some mandatory minimum sentences; increasing the use of several forms of
earned early release from prison; changing community supervision practices;
and providing incentives to counties to reduce their use of prison beds. Once
the County sees the results of this Legislative session, it will be better able to
estimate what impacts, if any, changes may have on the County’s public safety
system and make necessary adjustments.

Other State Legislative Changes

¢ Preemption on Local Tobacco Taxes - The Oregon Legislature is considering
legislation that would remove the preemption on local tobacco taxes.
Under current law, counties cannot impose taxes on cigarettes and other
tobacco products. Multnomah County has long pursued such a legislative
change, which would not impose a local tobacco tax, but would allow the
County to do so. The bill, HB 2870, passed the House of Representatives in
April, but its fate is tied to larger discussions about tax increases that will
likely only be resolved in the final days of the legislative session.

e Early Childhood: To support kindergarten readiness critical to Governor
Kitzhaber’s education goals, SB 909 (enacted in 2011) and HB 4165
(enacted in 2012) created a new Early Learning Council and authorized
Early Learning Service “Hubs” to coordinate and streamline early
childhood services throughout Oregon. Additional legislation affecting
this issue is being considered during the current session, and the County
currently plans to apply to be a hub for this geographic region.

e Public Employees Retirement System (PERS): Over 40 bills related to PERS
have been introduced during the 2013 Oregon Legislative Session, ranging
from individual changes to major overhauls of the system. In April, the
Legislature passed a bill (SB 822) that caps cost-of-living increases, delays
$350 million in employer increases for two years, and adjusts out-of-state
benefits. The bill is expected to result in over $800 million in savings over
the biennium. Additional changes to PERS may be enacted as the session
continues.

e Property Tax Reform: The Legislature is considering a number of bills
related to property tax reform, many of which involve constitutional
amendments that will also require voter approval. Potential changes could
affect the calculation of assessed value, constitutional limits on tax rates
related to real market value, limits on the growth of assessed value, the
impact of compression on local option levies, and other issues.
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Personnel Costs

Merit, Step, and COLA Wage Increases

The backbone of the County has been and continues to be its workforce,
which absorbed increased workloads and achieved increased efficiencies

with fewer resources amidst competing demands and increased community
expectations and needs during this economic downturn. The County plans no
wage or COLA freezes for FY 2014. Over the past few years, these groups have
taken wage and/or COLA freezes.

Public Employees Retirement System (PERS)

The County participates in PERS, a cost sharing, multi-employer defined
benefit pension plan administered by the State of Oregon. Effective July 1,
2013, the rates employers pay for their contribution to PERS are scheduled
to increase by an average of 4.4% of payroll. The County’s increase is in
alignment with the system-wide average, but the County is using reserves
accumulated to offset PERS increases to buy down 0.25% of that increase.
Proposals to limit the impact of PERS rate increases on employers are
currently making their way through the Oregon Legislature. It is likely that
these proposals will offer rate relief; however, the County will not know the
final outcome until after adoption of the FY 2014 budget.

The County has accumulated reserves in the PERS Bond Fund that has

allowed the County to provide an offset to future rate increases. For instance,
Departments were charged a higher internal rate than the County was
required to pay into the PERS system when the County recognized that losses
after the actuarial valuation would lead to higher rates in the long-term. This
allowed the County to smooth, and stabilize, the budgetary impact to direct
services and programs. Proactive management of the PERS liability has been
noted in recent Moody’s rating analysis. Significantly, an additional 6.0%
contribution to uniformed employees in one bargaining unit has been reduced
through bargaining and will ultimately be phased out. This will have a positive
impact on the County’s long-term PERS liability.

Based on the December 2012 actuarial valuation, the PERS system is funded
at approximately 80%. This is up from 72% in the aftermath of the great
recession. However, in order to make up for the steep decline in the PERS
valuation that occurred in 2008, forecasts suggest that employer rates will
continue to increase for the next few biennia unless investment returns
exceed long-term averages. The County will continue to look for creative and
innovative ways to manage the PERS liability, but its ability to completely
avoid rate increases is limited.
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New Facilities and
Operations

Healthcare Costs

The County strives to offer its employees a wage package that is competitive
with peer organizations in the public and private sector labor markets. Over
the last few years, one of the greatest challenges facing the County has been
the increased cost of health insurance. Annual increases (e.g., for treatment,
hospitalization, and prescriptions) have historically risen at roughly double
the rate of core inflation. Recently, however, the increases in healthcare costs
have slowed somewhat. This has enabled the County to hold flat the internal
service charges for employee healthcare benefits for FY 2014. The County
continues to explore trends in the healthcare industry and alternatives to

the current benefits plans in order to minimize future increases in healthcare
costs.

Sellwood Bridge

The Sellwood Bridge project will replace the current 84-year old Willamette
River crossing with a new bridge and will connect with Highway 43 right-of-
way. The existing bridge was moved to new temporary piers to serve as a
detour bridge in January 2013. The project has started construction of the
new bridge, approaches, and interchange. The new bridge is expected to
openin 2015.

The current cost estimate is $307.5 million and the funding plan includes the

following secured sources:

e $164.4 million - Multnomah County Vehicle Registration Fee (S19 per
year)

e $74.7 million - City of Portland (new revenues from the Oregon Jobs and
Transportation Act)

¢ $35.0 million - State of Oregon (Jobs and Transportation Act) for Highway
43 interchange

e $17.7 million — Federal TIGER Il grant awarded January 2012

e $15.7 million - Previously secured funds after the planning phase

County funding has increased to from $127.0 million to $164.4 million to
cover the decrease in funding from the City of Portland and the increase in
the total cost of the project. This was accomplished through applying $22.7
million in vehicle registration fee proceeds received through December 2012
directly to the project and $141.7 million from bonds issued in December
2012. The City of Portland funding for the project is down from $80.0 million
to $74.7 million because of an amendment to the agreement that changes the
cost sharing formula and the timing of payments to the County. The overall
project cost has increased from $290.0 million to $307.5 million due primarily
to increases in landslide stabilization work, retaining walls and the cost of
materials.
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Facilities Asset Strategic Plan

The County has an estimated deferred maintenance and seismic liability of
$226.0 million for County buildings, of which $205.0 million is seismic liability.
Addressing the deferred maintenance backlog and seismic liability will require
new sources of revenue to replace or repair these County assets.

Facilities & Property Management will start FY 2014 with a renewed focus on
seeking long-term efficiency outcomes by implementing prudent business
investments. The Facilities Asset Strategic Plan, completed in FY 2013, has as
its goal to reduce the County’s 3.1 million square foot space footprint, while
seeking avenues to recapitalize and replace aging facilities that are becoming
liabilities rather than valued assets. The first such project is the construction
of the new Health Department Headquarters in partnership with the City of
Portland and Home Forward.

Health Department Headquarters/U2 Block Development

In 2011, Multnomah County and Home Forward (formerly Housing Authority
of Portland) prepared a feasibility report to relocate operations from the
outdated McCoy Building on 426 S.W. Stark to a new Health Department
facility on the east half of block U in downtown Portland. The McCoy facility,
built in 1923, needs significant maintenance and seismic investments, and the
U2 site is well situated next to the Bud Clark Commons day center and shelter
with easy access to public transportation. The new building is expected to
accommodate approximately 250 employees, which will include health care
personnel; the office of the Health Officer; and administrators and staff who
oversee Multnomah County’s health clinics, services for children and families,
and public health emergency preparedness. The new building will also house
some clinic and pharmacy services.

The FY 2014 budget includes a one-time-only general fund appropriation

of $5.4 million to provide for initial development costs that will be incurred
during the year to cover cash flow requirements. The County anticipates
receiving a $26.9 million distribution from the Portland Development
Commission for River District capital projects by the end of FY 2014. The total
new building and relocation of current operations together would cost an
estimated $38.6 million and the County will need to determine whether to
finance the gap of approximately $6.3 million or to set aside additional one-
time resources in the subsequent year.

Facilities Re-capitalization Opportunities

Top priorities for re-capitalizing the County’s aging facilities portfolio include
relocating the County’s animal shelter, replacing or reconstructing the
Downtown Courthouse, and identifying strategies for replacing the County’s
Hansen Building complex. One opportunity for taking advantage of the
Hansen site’s excellent location includes developing a consolidated County
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New Information
Technology

multi-function facility, or working with jurisdictional partners to determine

if co-location or co-financing/development opportunities exist to site future
facilities. The FY 2014 budget includes one-time funding to move the Sheriff’s
Office out of the Hansen site and to develop estimates for redevelopment;
for continued program planning for a replacement for the Downtown
Courthouse; and for developing strategies for relocating County Animal
Services.

Network Convergence (Voice over Internet Protocol)

After an extensive needs analysis and selection process, the County’s aging
phone system will be replaced with Voice over Internet Protocol (VolP)
technology. This technology uses the Internet to make voice phone calls

and allows the County to combine its voice and data networks, known as
network convergence. Implementation planning and system configuration is
underway, and the County will start implementing this new technology in July
2013. The phased implementation will go building-by-building over the next
12-18 months. Numerous new features will increase the County’s mobility
and flexibility, while adding new tools. The first goal is to replace the existing
technology, but this will position the County to provide a platform for future
innovations.

Countywide Budget System

On July 25, 2012, Multnomah County initiated the project to implement

its new Countywide budget software, TeamBudget by Questica. Questica
simplifies budgeting, making it possible to store information in one place and
alleviating the need for County employees to rely on multiple systems. The
software also uses current technology and is tailored to fit local government
needs.

SAP Electronic Timesheet Pilot

After completing the required upgrades to the SAP platform, the SAP
e-timesheet project is underway. A pilot group has been selected that
includes management only in the Department of County Assets and the
Department of County Management. The system will be implemented “out of
the box” to minimize complexity and reduce implementation time. Testing is
underway and the pilot is scheduled go live in the summer of 2013.
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Future Budget While the County |s.|n' the midst ofan ecgnomlc recoyery, it is not immune
to broader economic issues and will continue to face internal and external
Pressure budget pressures in years to come. For example, past budget decisions, such

as the opening of new facilities, have an impact on future years’ budgets. The
following list is a brief outline of the budget pressures that the County will
monitor for impact beyond FY 2014.

e State and Federal budget cuts — The County has experienced significant
State funding reductions since FY 2009. Additional cuts could be
forthcoming in the State’s next biennial budget and result in continued
cost-shifting by the State. The President and Congress are also pursuing
Federal budget cuts and/or freezes to key County funding sources.

¢ City of Portland — The City of Portland projects a $21.5 million shortfall
in their General Fund for FY 2014. The Mayor asked departments for
10% across-the-board reductions. Part of the City’s proposed strategy to
reduce the gap was to eliminate funding for programs that support the
County. Prior to adopting their FY 2014 budgets, the City and Multnomah
County reached an agreement to maintain certain services for FY 2014,
with the County picking up a significant portion of funding previously
provided by the City. However, there remains an ongoing question of how
to fund the programs in future years.

e Capital investment — There is currently no ongoing funding stream to pay
for capital investments for new facilities.

¢ Healthcare costs — While the rate of growth in County healthcare costs
has slowed in recent years, it still exceeds the rate of inflation.

¢ Pension and post-employment benefit costs — While the County’s pension
and post employment benefit funds are among the best funded in the
country, funding will need to increase with costs (e.g., increasing salaries )
to maintain these favorable levels.

¢ Technology — As technology becomes more prevalent in day-to-day
County operations, the associated infrastructure and support costs
also increase. There is currently no ongoing funding stream to pay for
technological investments.
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Multnomah County delivers its services through ten departments including
MLIltI’lOl’nah three managed by independently-elected officials: Dan Staton, Sheriff; Rod
Underhill, District Attorney; and Steve March, County Auditor. There are
4,570.96 full time equivalent (FTE) positions in this budget.
Count full lent (FTE) his bud
Organization
Chart
Citizens
( b ( Sheriff b
Board of Commissioners ert
(Budgeted in Nondepartmental) 776.32 FTE
8 P $122,289,784
o V. & V.
( b ( District Att b
. istric orney
(Budgeted inA;(j)Irt\?:I:a artmental) 194.50 FTE
B P $26,797,151
o V. & V.
Chair
(Budgeted in Nondepartmental)
4 Human Services ) 4 Community Justice h
722.44 FTE 502.68 FTE
L $222,701,985 ) L $89,286,485 )
( Community Services h 4 County Management h
205.10 FTE 235.60 FTE
L $222,456,246 ) L $129,121,388 )
( Health Department ) 4 County Assets )
1,007.93 FTE 311.15 FTE
L $165,401,423 ) L $185,545,596 )
( Library h 4 Nondepartmental )
515.00 FTE 100.24 FTE
L $67,188,579 ) L $106,130,529 )
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Appreciation

This document is the outcome of many hours of hard work and analysis by
County agencies and their staff and | would like to take this opportunity

to thank these people for their contributions. Particularly, | want to thank
the leadership in the Chair’s Office: County Chair, Jeff Cogen; Chief of Staff,
Marissa Madrigal; Chief Operating Officer, Joanne Fuller; and Assistant to the
Chief Operating Officer, Rachel Philofsky. | also want to extend my sincere
appreciation to the staff in the County Assets Administrative Hub and to
department heads and constitutional officers along with their budget teams
and staff for their cooperation and assistance.

Finally, | want to acknowledge the remarkable teamwork by the people in the
Central Budget Office who gave their very best in putting this budget together:
Mike Jaspin, Ching Hay, Christian Elkin, Shannon Busby, Paula Watari, Jennifer
Unruh, Althea Gregory, Allen Vogt, and Shaun Coldwell.

It is my honor to work with the dedicated people who serve our County.

Karyne Kieta
Multnomah County Budget Director
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FY 2014
Budget
Notes

Library Outreach
Services

Automatic Voter
Registration

The following budget notes were adopted by the Board of County
Commissioners on June 6, 2013. Board discussion and deliberation is an
integral part of the County budget process. Budget notes document policy
discussions and decisions made by the Board of County Commissioners during
the budget worksessions and provide direction to departments in achieving
the Board’s policy goals during the fiscal year.

As the rate of homelessness and poverty has increased in our community, so
has the number of individuals experiencing homelessness, mental illness, or
social isolation who spend their days at the library. Some engage in library
services and others use the facility as a de facto day-shelter — a warm, safe
place with access to facilities.

The challenges presented by those using the library as shelter have stretched
library staff beyond their skill set, as they work to keep the library a safe

and welcoming place for all patrons. This phenomenon is not unique to
Multnomah County. Some cities have embraced this as an opportunity to
engage individuals when they are at the library to help them address their
fundamental needs for food, shelter, hygiene, medical attention, substance
abuse and mental health services.

The Library, DCHS’s Community Services and Mental Health and Addictions
are reviewing programs in other public libraries and surveying those who

use Multnomah County libraries to determine what type of services would
best suit our community. We would like this workgroup to report back to

the Board by the end of August with the results of that survey and provide
recommendations to the Board on how the County can best address the needs
of those using our libraries and at the same time, support our library staff.

HB 3521 automatically registers anyone with a DMV record and an electronic
signature who meets eligibility requirements. This change would apply to
anyone who currently meets these requirements; as well, as any new DMV
customers who meet these requirements.

There are additional ongoing annual costs associated with increasing registered
voters including printing ballots, envelopes for mailing and postage. The

initial registration surge from retroactively adding DMV customers who

meet requirements would add approximately 90,000 new voters and take
approximately 1,500 hours to process. The work would be done by permanent
Elections staff as well as temporary staff.

If HB 3521 is passed by the legislature, the Department of Community Services
will return to the Board and report on the impacts. The Board will earmark
$30,000 in the General Fund contingency to address the impacts to implement
the program.
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Sheriff’s Office
Overtime

The Multnomah County Board of Commissioners and the Sheriff remain
concerned that the Multnomah County Sheriff’s Office (MCSO) actual
overtime costs exceed budgeted amounts, which has been an historical issue
for MCSO. The Board has provided additional funding in FY 2012 and FY 2013
to help the MCSO address the issue through increased hiring and training

to fill vacant correction posts and with the intent to reduce overtime costs.
Overtime costs have not decreased.

The Board has provided the first quarter of the MCSO’s requested General
Fund overtime budget to the MCSO adopted budget. The remaining amount
of $2,244,042 will be placed in the General Fund contingency. The budget
authority to spend the contingency funds will be approved by the Board
quarterly. Typically, this will be the 2nd or 3rd Board meeting of the first
month of the quarter (e.g., in October, January, and April). The quarterly
amount will be $748,014.

Before the Board releases the quarterly amounts, MCSO shall provide a Board
briefing and report with the following information:
1. Alist of vacant positions by division

2. Alist of positions filled during the past quarter by division
3. The number of retirements in the past quarter by division
4

Report out on total overtime hours, comp time, and sick time for the

quarter
5. Report out on how overtime hours are being driven by:
e Sick Time
e CompTime
e Vacation
e \Vacancies
e Training
e Other

6. A list of the top ten amounts paid to overtime recipients for the quarter
and fiscal year to date and information related to contractual obligations
governing wages and overtime pay.

7. What active steps are being taken to manage and reduce overtime, and
how many hours have been reduced? What are the next steps to make
more progress to reduce overtime for next quarter?
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Voter Registration
HB 3521

Bridgeview
Housing

Federal/State

Set-Aside

Rural Area Plan
Updates

Should House Bill 3521 be signed into law, the Board directs the Elections
Division to return to the Board of County Commissioners in August 2013 with
a presentation that briefs the Board about the impacts of this legislation and
the process that Elections has put in place to ensure the integrity of the voter
roll.

Federal cuts to the PATH program (Projects for Assistance in Transition

from Homelessness) will eliminate funding for ten beds at the Bridgeview
Transitional Supportive Housing Program, operated by Luke Dorf. These beds
are an important resource that the County has invested time and dollars to
develop and the Board intends to continue to fund. DCHS will be finalizing
their funding projections from the state and the federal government over the
summer. Once completed, if full funding is not available for the Bridgeview,
we direct DCHS to present funding options to the Board.

To prepare for federal and state cuts to vital county safety-net programs, a
$1.0 million appropriation will be earmarked in the General Fund contingency
fund. The earmark will be made up of the $800,000 remaining in the

current sequestration set-aside and $200,000 from vacant positions in the
Department of County Human Services.

The Budget Office will work with departments to gather and analyze
information on the federal and state cuts as it becomes available with a
tentative plan to return to the Board of Commissioners in August. The
Budget Office and departments will brief the Board of Commissioners on
the specific cuts and impacts, and provide prioritized recommendations to
mitigate the impacts. If it is determined by the Board that the contingency
fund must be tapped to prevent safety-net cuts, the Budget Office will work
with departments to bring a package of budget modifications for Board
consideration.

Department of Community Services staff will evaluate the capacity needed
and the cost of doing updates to the Comprehensive Framework Plan and the
rural overlay plans.

Staff will report back to the Board of County Commissioners with a briefing

by the end of the calendar year on a potential plan for updating the rural area
plans.
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