
CITY COUNCIL WORKSHOP
FY23 Budget Context

 January 10, 2022
5:00 PM

 
ZOOM INFORMATION:

This meeting will take place remotely using Zoom.

Virtual meetings are allowed using emergency legislation approved by LD 2167; 1 M.R.S. 
§403A, that authorizes cities and towns to conduct meetings online. Allow your computer 
to install the free Zoom app to get the best meeting experience. If you are not able to attend 
live, a recording will be uploaded to portlandmaine.gov/livestream the next day.

For public comment, you will need to use the "raise your hand" feature. To raise your 
hand via the telephone, please hit *9. You will be unmuted by the host when it is time for 
public comment.

Please click the link below to join the webinar:
https://us02web.zoom.us/j/82978465926?pwd=ZHQ4RGJDd0liZ2RjOG9YaDJvSGp6UT09
Passcode: 294751
Or One tap mobile :
    US: +13017158592,,82978465926#,,,,*294751#  or 
+13126266799,,82978465926#,,,,*294751#
Or Telephone:
    Dial(for higher quality, dial a number based on your current location):
        US: +1 301 715 8592  or +1 312 626 6799  or +1 929 205 6099  or +1 253 215 8782  or 
+1 346 248 7799  or +1 669 900 6833
Webinar ID: 829 7846 5926
Passcode: 294751
    International numbers available: https://us02web.zoom.us/u/kA3qHDpmw
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INTRODUCTION
 

Budgeting 101
  

 
  

Review of City Budget Calendar
  

 
  

FY22 BUDGET UPDATE
 

Review of Budget to actual info for FY22
  

 
  

Detailed discussion of significant over expenditure within HHS Social 
Services / General Assistance Budget - Hotel expenditures

  

 
  

Discussion of items which will require additional appropriation in FY22
  

 
  

Council Q&A
  

 
  

FY23 BUDGET CHALLENGES
 

Review of major budget pressure on the FY23 municipal budget and 
their estimated tax rate impact

  

 

 General Assistance / hotel expenditures / reimbursement uncertainty
 Reduction in budgeted ARPA revenue and other revenue uncertainty
 Pension Obligation Bond Debt Service
 Payroll / Collective Bargaining Agreements vs. Inflation
 State Equalized Valuation Increase - $11.15 to $12.10B

 Impact on County Tax
 Impact on PPS Educational Subsidy
 Impact on State Revenue Sharing

  

Council Q&A
  

 
  

COUNCIL BUDGET GUIDANCE DISCUSSION
 

Review of City Council Goals and Potential Impacts on Budget
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Council discussion of budget guidance for City
  

 
  

ADJOURNMENT
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City of Portland
FY23 Budget Workshop

FLAGGING KEY BUDGET ISSUES

Brendan T. O’Connell - 
Finance DirectorPage 4



AGENDA
● Introduction

○ Budgeting basics

○ Review of City budget calendar

○ Pause for questions and answers

● FY22 Budget Update
○ Review of budget to actual info for FY22

○ Detailed analysis of City hotel/emergency shelter 
expenditures and impact on FY22 budget

○ Pause for questions and answers

● FY23 Budget Challenges
○ Review of major budget pressures on the FY23 

municipal budget and their estimated tax rate impact

○ Pause for Questions and Answers

○ City Council goals and budget impact

● Council Budget Guidance DiscussionPage 5



Budgeting Basics - Definitions

The City of Portland budget is a fiscal plan setting out 
anticipated revenues and expenditures for accomplishing 
City services over the course of our fiscal year (which runs 
each July 1st through June 30th).  Setting an annual 
operating budget is required by the City Charter. 

The City budget includes both the general fund and 
several enterprise funds. 

Page 6

http://portlandmaine.gov/DocumentCenter/View/1102/City-Charter---Revised-332020


Definitions Continued:

The general fund is the largest of the City's funds and includes 
funding for basic municipal services such as public safety, 
health and human services, and public works.  The general 
fund is supported by property taxes and a variety of other 
sources including excise taxes, licenses and permits, State of 
Maine revenue sharing and general assistance reimbursement, 
charges for services from City Departments and more.  

The FY22 general fund operating budget is $212.2M
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Definitions Continued:

The enterprise funds are self supporting funds that rely on 
their own revenues to support their expenditures. They do not 
utilize any property tax revenue to support their operations.  
The City currently has four enterprise funds totaling $56.1M:

❖ Jetport Enterprise Fund ($23.9M)
❖ Sewer Enterprise Fund ($28.4M)
❖ Stormwater Enterprise Fund ($3.2M)
❖ Fish Pier Enterprise Fund ($422k)
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Budgeting Basics - Tax Levy vs Tax Rate

TAX LEVY: The City Council sets the tax levy, not the tax rate. The City tax 
levy is the amount of property taxes required to be collected from 
Portland property taxpayers to fund municipal operations.

TAX RATE (aka MILL RATE): The City Assessor uses the property tax levy 
approved by the City Council and divides it by the total taxable valuation of 
the City to come up with the final tax rate (also known as the mill rate or 
the millage rate). The tax rate represents the amount of taxes payable per 
dollar of assessed property value
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Budgeting Basics - 
FY22 Tax Rate Computation
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Budgeting Basics - School Budget

The school budget is separate from the City budget, but is part of the 
overall tax levy.  As per the City Charter, the PPS Superintendent 
proposes a School budget, which is approved in detail by the Board of 
Public Education, and the City Council approves one lump sum amount 
for schools.  This amount is then approved by voters in June of each 
year. The FY22 School budget is $126.5M with a required school tax levy 
of $99.1M

“The city council… shall… appropriate one gross amount for the 
support of the public schools” City Charter, Article III Section 5
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Budgeting Basics - Inflation

Inflation can be defined as a persistent rise in the general price of goods and 
services of common or daily use — such as clothing, food, fuel, transport, etc 
— which results in an increase in the cost of living. Inflation is the measure of 
change in average price of services and commodities, done at regular 
intervals.

The Consumer Price Index (CPI) tracks any shift in retail prices of essential and 
daily goods and services consumed by households across the country. In short, 
it captures changes in price level at the consumer level. 

Note: CPI was up 6.8% for 12mo’s ended 11/30/21, largest increase since 1982
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Budgeting Basics - Tax Levy History 

*pre-revaluation for comparative purposes
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Budgeting Basics - City Budget Calendar
● December / January – City Departments compile/enter their 

budget requests based on current year actuals and guidance 
from City Manager.  

● February – Finance / HR Department review of submissions
● March – City Manager detailed review of submissions 
● April – Presentation of City Manager recommended budget to 

City Council, referral to Finance Committee for detailed review, 
Public Hearings, and vote to recommend full budget to Council

● May – Budget Workshop, Public Hearings, City Council final 
budget approval vote
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FY22 Budget Update - Total Revenues

Approved FY22 General Fund Revenues:  $212,156,884
Revenue Through November 30, 2021:          $105,739,282
Percentage Collected:                                                    49.8%

If revenue collection were done in equal monthly installments 
the “norm” through six months is 41.66% collected.  However, 
due to tax collection dates City revenue collection is not done 
equally each month.  For reference we were 51.7% collected 
after 5 months in FY21, 49.9% collected after 5 months in FY20.
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FY22 Budget Update - Expenditures

Approved FY22 General Fund Expenditures:  $212,156,884
Spending Through December 31, 2021:          $111,000,000 (est)

Percentage Expended:                                             52.3%

If spending were done in equal monthly installments the 
“norm” through six months is 50% expended.  For reference we 
were 46.9% expended after 6 months in FY21, 46.1% expended 
after 6 months in FY20.  However in FY22 the City has 
significantly over-expended the General Assistance budget. 
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Why have we over expended?
City currently sheltering unprecedented numbers of people seeking 
emergency shelter/hotels. Due to nightly numbers in total shelter 
exceeding 1,000 individuals per night, we are now accessing 10 different 
hotels across 5 municipalities in addition to our two existing shelters.

FY22 Social Services Budget for Emergency Housing:  $2.7M
FY22 Expenditures Through 6 Months (estimated): $8.4M

This excludes approximately $300k/month currently being paid directly by 
Maine State Housing Authority for Portland arrivals with Federal funding.

Page 17



Hotel Expenditures:
- $1.1M in July 2022 up to an 

estimated $2.5M in December

- Rate of increase averaging over 
19% per month in FY22
 

- 900+ individuals currently being 
housed in hotels & rising rapidly

- Nightly rates have reached $220 
per night and rising as Portland 
has already fully occupied less 
expensive hotel inventory

- Staff now searching for hotels in 
mid-coast Maine and York County 
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Summary of Hotel/Housing Expenditures:

  FY22 Social Services Budget for Emergency Housing:  $2.7M

  FY22 Expenditures Through 6 Months (estimated): $8.5M

  FY22 Expenditures Projected Full Year Expense (range):  $17M - $40M

Figures exclude approximately $300k/month currently being paid directly 
by Maine State Housing Authority for Portland arrivals via Federal funding. 
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Who Is Paying for Extra Hotel Expenses?

As noted in the previous slide the City is projecting an FY22 over expenditure 
related to hotels / emergency housing that will likely exceed $15M.  However 
there will be limited net impact to taxpayers in FY22 because the expenses are 
currently being 100% reimbursed.

70% of this expense will be reimbursed at a later date by the State General 
Assistance program which was modified in July 2019 to include not only Maine 
residents but also asylum seekers. 

The remaining 30% of the expense is currently being reimbursed by FEMA. This 
funding is currently set to expire in April 2022.
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Additional FY22 Appropriation Required:
- Due to the extent of the over expenditure in the general assistance / hotels / 
emergency housing budget, additional spending authority above and beyond 
the existing $212.1M will be required from City Council for FY22.  

- Because of the 70% State of Maine reimbursement + 30% Federal 
reimbursement this action item will simply be appropriating existing additional 
revenue to cover the over expenditure.

- Staff will also be requesting additional appropriations relating to the 
additional $4M Barron Center funding received from the State of Maine and 
$1.65M of ARPA funding recommended by Council for staff retention.  
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FY23 Budget Challenge
Hotel Expenditures Not Fully Reimbursed

In FY23, the City is likely to lose reimbursement for at least 30% of the total 
hotel expenditures which should be estimated at $20M - $40M.  Under the 
assumption that FY23 spending on hotels remains flat moving forward 
($30M) and our extra 30% reimbursement is lost, there would be a $9M 
increase to the mill rate required (62 cents, 4.8%).  

General Assistance, reimbursement rate (current 70%), & asylum seeker 
eligibility will be items of critical importance in future State budgets.  
Any decrease to the reimbursement rate or change in asylum seeker 
eligibility would have a devastating impact on Portland property taxes.
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FY23 Known Budget Challenge: FY22 to 
FY23 Reduction in Budgeted ARPA Revenue 
● City will receive a total of $46.2M of American Rescue Plan Act which can be used 

to sustain municipal operations to the extent revenue has been lost due to COVID
● In FY22 the City Council approved $8.75M of ARPA revenue loss funding to be 

included in the FY22 budget to offset lost revenues due to COVID19.
● The ARPA plan includes reduced levels of APRA revenue infusion in FY23 ($5.5M) 

& FY24 ($2.75M) as COVID impacted revenues return to pre-pandemic levels.
● The reduction in ARPA revenue included in the City of Portland budget from FY22 

to FY23 is $3.25M (FY22 $8.75M - FY23 $5.5M = $3.25M).  

If $3.25M of additional revenue was required from the tax levy this would 
represent an approximately $0.23 cent increase in the mill rate (1.8%)

Page 23



FY23 Budget Challenge: Revenue Uncertainty

● No bounceback of Barron 
Center revenue to date 
(currently decreasing)

● Cruise Ship revenue not 
expected in 2022 (2023?)

● When will Parks & Rec have 
full slate of concerts/events?

● Will business license / 
permitting & inspections 
revenues rebound?
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FY23 Budget Challenges - Debt Service

 

Page 25



 

Page 26



FY23 Budget Challenges - POB Debt Service
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FY23 Budget Challenge Addressed:
POB Debt Service 
● As noted in previous slide, pension obligation bond debt service is 

rising by $1,099,604 in FY23 (and continuing to rise).

● An increase to the tax levy of this amount would in turn increase 
the mill rate by $0.08 (0.62%).

● However, Finance has renegotiated several contracts related to 
the POB’s to generate enough savings to fully offset this 
increase (reductions on pension obligation bond remarketing fees, 
pension obligation bond standby direct pay letter of credit fees). 
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FY23 Budget Challenges - Collective 
Bargaining Agreements & Payroll

● City has over $92M in budgeted FY22 payroll / wages expense
● City has 8 union bargaining units and several unsettled contracts
● Market inflation is at highest levels in 30 years and City is feeling 

wage pressure in several areas.  

3% increase in wages = $2.76M = 19 cent tax rate increase, 1.5%
4% increase in wages = $3.68M = 26 cent tax rate increase, 2.0%
5% increase in wages = $4.60M = 32 cent tax rate increase, 2.5%
6% increase in wages = $5.52M = 38 cent tax rate increase, 2.9%
7% increase in wages = $6.44M = 44 cent tax rate increase, 3.4%

Many of the agreements include automatic 3% step increases which apply based on years 
of service, even if agreement has expired.  This is prior to consideration of any COLA / other 
requests made by unions during contract negotiations.  Using a 4% estimate on $82M, 
payroll could rise to $85.3M in FY22 adding an estimated 41 cents to the mill rate.   
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FY23 Budget Challenge: State of Maine 
Equalized Valuation Increase
● $11.15B in 2021 rising to in $12.10B in 2022 (8.5% increase).  

● State of Maine Valuation has several impacts on City budget

● If not for City of Portland’s TIF programs, the State of Maine 
Equalized Valuation for the City would have been $302M higher!!!!

● It is essential to continue to carefully manage the City’s three area 
TIF districts to ensure significant valuation increases are captured 
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FY23 Budget Challenge: State of Maine 
Equalized Valuation Increase

● $11.15B in 2021 rising to in $12.10B in 2022 (8.5% increase).  
State of Maine Valuation has several impacts on budget

● Impact #1 – Cumberland County Tax Assessment will increase
Although final county assessment is not yet available, County Tax 
is expected to rise in FY23 due to a larger valuation increase in 
Portland when compared to the rest of the County. 

● TBD impact on tax levy - County tax not yet finalized
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2022
State

Equalized 
Valuations

Cumberland 
County
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FY23 Budget Challenge: State of Maine 
Equalized Valuation Increase

● $11.15B in 2021 rising to in $12.10B in 2022 (8.5% increase).  
State of Maine Valuation has several impacts on budget

● Impact #2 – School Educational Subsidy 
Impact / EPS estimates are calculated by PPS staff during their budget 
process.  Higher valuation growth in Portland compared to the rest of the 
State will hurt Portland’s share of overall funding via the State EPS formula.  

● Actual change in FY23 funding still unknown – many factors to be 
considered including formula changes in biennial budget and whether 
program is funded to Statutorily required levels. 
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FY23 Budget Challenge: State of Maine 
Equalized Valuation Increase

● $11.15B in 2021 rising to in $12.10B in 2022 (8.5% increase).  
State of Maine Valuation has several impacts on budget

● Impact #3 – State Revenue Sharing
Had the $12.1B valuation been in place for FY22 our revenue 
sharing dollars would have been significantly lower.  Portland’s 
growth continues to outpace growth in other parts of 
Cumberland County and the State. 
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*Estimate only - actual amount will vary depending on a wide variety of factors as discussed
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Review of City Council Goals from Dec ‘21
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OPEN DISCUSSION
Budget Guidance from Council

Examples from prior years:
“No tax increase greater than 2.5%” (FY17)

“Combined tax increase no greater than 2.5%” 
(FY18)

“Address the high property tax burden in Portland
 by passing an affordable combined school/city
 budget and pursuing other revenue sources, with
 Economic stability & small business survival as
 key considerations.” (FY21)

*Tax rates for FY22 shown are pre-revaluationPage 37
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