CITY OF CORVALLIS

COUNCIL WORXK SESSION
AGENDA

‘ ol ) : June 13,2011
CORVALLIS 7:00 pm

ENHANCING COMMUNITY LIVABILITY

Madison Avenue Meeting Room
500 SW Madison Avenue
COUNCIL ACTION
I ROLL CALL
1L UNFINISHED BUSINESS

A. Mayor/Council/Manager Quarterly Meeting

1. Budget Goal Next Steps
2. City Council Liaison Roles
3. Relationships Using Self-Evaluation Tools
4, Councilor Discussion (issues/topics not identified)
5. Other
1M1. ADJOURNMENT

For the hearing impaired, a sign language interpreter can be provided with 48 hours’ notice prior to the
meeting. Please call 766-6901 or TTD/TDD telephone 766-6477 to arrange for such service.

A LARGE PRINT AGENDA CAN BE AVAILABLE BY CALLING 766-6901

A Community That Honors Diversity
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TO:
FROM:

SUBJECT:

I. Issue

MEMORANDUM

May 25, 2011

Mayor and City Council

Nancy Brewer, Finance Dkecto&

To define the process to be followed for the revenue discussion associated with the Council Goal to create a
financially sustainable budget.

II. Discussion

Staff proposes the following time line for Council discussion of revenue alternatives:

Summer, 2011

Staff will update the revenue matrix to review any changes made by the legislature

that cither allow or pre-empt any of the revenue alternatives previously discussed,

update revenue projections associated with each alternative, and add alternatives if
any are available for consideration.

Aug/Sept, 2011 Council work session to review the matrix of ideas and see if there is consensus on

Fall 2011

one or two alternatives to work further to develop. Update the City Council on the
status of projects already in the works — Parks & Recreation and 9-1-1 Users group
discussions of districts, status of Fire Department and City/County IT partnership
potential.

Staff work on selected revenue alternatives

Winter 2011/2012 Decision by the City Council on the revenue alternatives. Update on the status of the

Parks & Recreation and 9-1-1 Users group discussions of districts, status of Fire
Department and City/County IT partnership potential.

ITI.  Requested Action

Discuss the proposed plan and time line and advise whether the City Council would like a different process

followed.

Review & Concur:

b of Mty

Manager




INTER

OFFICE

To: Mayor and City Council

From:  Ellen Volmert, Assistant City Manag
Subject: Compensation Policy Review and Turnover Cost Estimate
Date: June 13, 2011

Issue ‘
Discuss the Council’s Compensation Policy review and timeline relative to the Budget Goal.

Discussion : :

The Administrative Services Committee is due to review the City Compensation Policy at their meeting
of August 3™, The City Council also approved contracting with the Local Government Personnel
Institute (LGPI) for a compensation and staffing study as part of the review. The data gathered will also
be used to prepare for next year’s labor negotiations with the Corvallis Regional Communications
Center Association (CRCCA) and the International Association of Fire Fighters (IAFF).

While a proposal from LGPI and a detailed scope of work has yet to be developed, LGPI has indicated
they would not be able to begin work on the project until September. They will have data gathered from
other Oregon city processes already prepared. More will be known about this timeline once additional
scoping for the project has been completed. Several elements of the Council Policy review can be
undertaken prior to project completion, including review of how the City Council policy fits in with
State collective bargaining law and identification of issues/questions Council would like addressed in the
review. A revised policy should be ready for City Council action before the end of the calendar year and
in time for both 2012 Iabor negotiations and Budget Commission guidance.

One measure of appropriate compensation is turnover rate. The Budget Commission asked for a general
rule of thumb for the cost of turnover to the organization. One measure provided by the US Department
of Labor puts the cost at 86% of the annual wage for the position, based on an assumed 3 month vacancy
and 7 year leave payout. For profit organizations have higher turnover costs of close to 150% of a year’s
wages when lost opportunity, sales, etc. is added in along with the cost of temporary hires. Costs to an
organization include administrative time for the setup of the vacancy, advertising, interview costs, hiring
costs (reference checks, the physical, etc.) orientation and training, lost productivity as the prior
employee exists and the new employee is beginning, as well as the disruption to coworkers, lost
productivity during the vacancy, added supervisory costs, and leave payouts.

Requested Action
@/action is needed; the report is for information and discussion only.

2~ \4{ Wﬁ/\
/ﬁ(ty.Manager Jon Nelson

LY




CITY OF CORVALLIS

COUNCIL POLICY MANUAL

POLICY AREA 2 - COUNCIL PROCEDURES

CP 94-2.08

Council Liaison Roles

Adopted August 1, 1994

Affirmed October 18, 1999
Affirmed December 20, 2004
Revised November 2, 2009

2.08.010

2.08.020

2.08.021

2.08.022

2.08.023

2.08.024

Purpose

To define the role of the Mayor-appointed liaisons to the City's advisory
Boards and Commissions and to independent, non-governmental
organizations with which the City has a relationship.

Background

The Municipal Code Chapter on Boards and Commission states in Section
1.16.040: "The Mayor shall appoint a Councilor to serve as a non-voting
observer and liaison between Council and each Board and Commission."

The importance of communications between City government and various
official and independent groups is recognized.

The City's Code-established Boards and Commissions and its other ad hoc
groups and Task Forces are advisory to the Council and are not policy-
making bodies.

Other independent, non-governmental groups have Mayor-appointed liaisons
either at the group's request, as a result of a special relationship with the
City, or as a result of provisions contained in an agreement between the
organization and the City. These groups may be policy-making
organizations.
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Council Policy 94-2.08

The appearance of impropriety by a Council member may be created when
the Councilor is a voting member of an agency's Board of Directors, votes on
an issue as a Board member, and subsequently votes as a Councilor on that
same issue, particularly if funding is involved.

General -- Council Liaison Role

Council liaisons to the City's advisory Boards and Commissions, its ad
hoc groups and Task Forces, and to independent, non-governmental
agencies shall be non-voting members of those groups, except as

specified in Corvallis Municipal Code Chapter 1.16, “Boards and
Commissions,” where the Council liaison is serving as a voting member.

Voting may be appropriate for Council liaisons serving on independent,
non-governmental agencies such as Prosperity That Fits Committee and
Metropolitan Planning Organization.

Council liaisons serve to establish two-way communication conduits
between the Council and the groups.

Liaisons will be:

- Conscientious in meeting attendance;

- Informed about current group activities;

- Responsive to questions from the organization, understanding that
she or he speaks as an individual and not for the Council in most
matters,

- Information-sharers to Council regarding the organization, and

- Cognizant of the adopted City Council Code of Conduct.

2.08.025
2.08.030  Policy
2.08.031

a.

b.

C.

d.
2.08.032

Independent, Non-governmental Agencies -- Council Liaison Role

Liaison responsibilities noted in 2.08.031 apply.

The liaison's communication role is his or her primary function; she or he
is not to serve in a policy-making role with the organization.

At the desire and request of the group, the Council liaison may serve on
its Board of Directors as a non-voting member.
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Council Policy 94-2.08

Independent Board Service -- not City-related

It is recognized that Councilors occasionally serve as independently

~ appointed members of an organization's Board of Directors rather than

as Mayor-appointed liaisons.

In these instances, while a certain vote may not be a violation of ethics
laws, the Councilor will need to use individual judgement in deciding
whether to vote as a Councilor on matters relating to that organization.

Quasi-judicial matters before Council

To reduce the appearance of bias, Council liaisons to a quasi-judicial
decision-making Board or Commission such as the Historic Resources
Commission and Planning Commission should limit their meeting
participation to legislative matters.

In any quasi-judicial matter before Council in which a member of the
Council has participated in discussions as a Council liaison, the Councilor
should declare whether she or he has a bias or whether there has been

2.08.033

a.

b.
2.08.034

a.

b.

an ex-parte contact.

2.08.040 Review and Update

This Council Policy shall be reviewed every five years by the Council and
updated as appropriate.

Page 3 of 3



activities and volunteer opportunities. Research quickly identified a similar Web site that
already exists. The previous LB Vision Web site has been replaced with a site developed
in partnership between the Community Services Consortium and Hands On Network:
www.handsonlinnbenton.org. The Natural Areas Action Team will work with the
Consortium to help notify the public about the Web site.

Mr. Adams announced the second annual Natural Areas Celebration Week, scheduled for
May 6-15. The event includes hikes, walks, and guided tours at Beazell Memorial Forest,
Hoover School, Finley National Wildlife Refuge, Chintimini Wildlife Rehabilitation Center,
and Tyee Wine Cellars.

Inresponse to Councilor Hervey's inquiry, Mr. Adams said he works for the OSU Extension
Service managing a database serving all Oregon communities. Although his education is
in biology, he works with community demographics.

Mr. Adams confirmed that the Beazell Memorial Forest meeting room barn will be open for
a short time during the celebration week. The schedule of events is listed on the
Sustainability Coalition's Web site.

Council President O'Brien and Mayor Manning. As Council liaison, Councilor Raymond
attended the April 27 United Way Allocations Committee meeting that was closed to the
public and allocation applicants. Council Policy 94-2.08 states that the liaison is to be
advisory in matters of legislative process and City policy. He opined that Councilor
Raymond created a conflict of interest by specifically advocating for the Corvallis Homeless
Shelter Coalition. No other applicant had an equal opportunity to have someone from
outside of the evaluation process advocate for their application. Using her position to have
access and influence over proceedings has created an appearance of impropriety. United
Way Allocation Committee members informed Mr. Schroff of Councilor Raymond's
advocacy and said they were uncomfortable with her intrusion into the process. Mr. Schroff
said the allocations process is difficult for the volunteer committee members because of the
4:1 ratio of requests for available funds. Some applicants will not receive any funding and
some will receive only a fraction of their needs. He believes it is grossly unfair to all
applicants if one applicant receives full funding due to an intervention by a Council liaison.

It appears to be necessary for Council to revisit their policy to ensure this appearance of
impropriety does not happen again.

* Rick Schroff, Furniture Share board member, referred to an e-mail he previously sent to

Stewart Wershow stated that when he served on the Council, a liaison appointment was
mnstituted for the United Way Allocations Committee to provide direction and advice. Itis
appropriate for a Council liaison to inform the individuals doing the work where Council
stands as a body. It is frustrating for committees to accomplish work only to have Council
reject their recommendation.

Council Minutes — May 2, 2011 Page 193



Human Services Committee Grant Process Page 1 of 2

Home | About Corvalilis | Find It A-Z | Departments | Services | Calendar | Contact Us
fsite search

Welcome to the official web site of the City of Corvallis, Oregon

[Date Prev][Date Next][Thread Prev][Thread Next][Date Index][Thread Index]

Human Services Committee Grant Process

To: "Ward 1™ <wardl @XXXXXXXXXXXXXXXXXXXXXXXXXX >

Subject: Human Services Committee Grant Process

From: Rick Schroff <rschroff@xXXxXxXxXXxXxxx>

Date: Thu, 28 Apr 2011 11:10:25 -0700

Cc: <mMayor@xXXXXXXXXXXXXXXXXXX>, <5cott.fewell @XXXXXXXXXXXKXXXXKXK>,
<MAayor@XXXXXXX XXX X XXX XXX XXX XXXKXXKX >

Councilor O’Brien,

I am contacting you in your position as Council President, from my position as a Board
Member of Furniture Share. As you are aware, United Way is in the process of evaluating
grant applications for distribution of limited City funds to local charitable organizations.
There are numerous citizens who have spent hundreds of hours conducting site visits and
interviews in preparation for their final recommendations. Total requests for funds exceed
available funds by about 4:1, so these volunteers have a difficult task to perform. Councilor
Jeanne Raymond has been assigned to this committee as a representative of the Council in,
I believe, a position of advisor to provide guidance in matters of process and policy.

This evaluation committee met last night, April 27, to begin the process of evaluating
applications and making recommendations. This was not a public meeting, and there were
no applicants invited to attend. Councilor Raymond was in attendance. It is my
understanding that Councilor Raymond took this opportunity to specifically and explicitly
advocate for an organization that has a pending grant application and in which she has a
personal interest, the Corvallis Homeless Shelter Coalition.

This is a clear and flagrant instance of conflict of interest. Councilor Raymond took
advantage of her position and access to try and influence the proceedings, and add weight
to the application from the CHSC. Her intrusion in to this process is a serious violation of
the trust and responsibility given to this evaluation committee. I believe she did not speak
out for any other applicant. There certainly was no equal opportunity for other applicants,
Furniture Share included, to have any last chance to provide input on their respective
applications. )

At the least, I believe Councilor Raymond should be reprimanded for her actions, and she
should publicly apologize to the committee members and other applicants. Perhaps the City
Attorney would be able to provide guidance on this. I also believe it would be appropriate
that CHSC'’s grant application be withdrawn from consideration, as her intrusion in the
process has most probably influenced how some individual committee members will make
their final recommendations. This is a serious conseguence, but she made a serious error
that will probably have a negative impact on grant awards made to other applicants.

I look forward to hearing back from you on this matter.

http://www.ci.corvallis.or.us/council/mail-archive/ward1/msg15133.html 6/9/2011



Human Services Committee Grant Process Page 2 of 2

Rick Schroff
Member of the Board ~ Furniture Share
cc: Julie Manning —- Mayor

Scott Fewell - City Attorney

s Follow-Ups:
o Re: Human Services Committee Grant Process
= From: Mark O'Brien

Prev by Date: FW: Walkable Neighborhoods, Earl Blumenauer, and Pringle Creek

o
o Next by Date: RE: Walkable Neighborhoods, Earl Blumenauer, and Pringle Creek
o Previous by thread: RE: Walkable Neighborhoods, Earl Blumenauer, and Pringle Creek
o Next by thread: Re: Human Services Committee Grant Process
o Index(es):

o Date

o Thread
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Powered by GOvgle” Translate
Copyright ® 2010 City of Corvallis

http://www.ci.corvallis.or.us/council/mail-archive/ward1/msg15133.html 6/9/2011




Councilor Hervey acknowledged that ODOT's staff fulfilled what they believed
were the best purposes for Oregon citizens.

Councilor Brauner said the Council's decision foday would force ODOT to make
the final recommendation regarding the project. Council opposition to the project
would serve as a final recommendation. He said he could not support an unsafe
project, such as the project as proposed by ODOT. The motion would present to
ODOT the Council's opinion of how the project would be acceptable.

The motion passed eight to one with Councilor O'Brien opposing.

2. Airport Base Lease Rate Adjustment
This issue was postponed until the Committee's May 19 meeting.

V. MAYOR. COUNCIL. AND STAFF REPORTS — Continued

B. Council Reports

Referencing his report during the May 2 Council meeting, Councilor Traber asked staff to
investigate the process for notifying property owners of street tree trimming activity. He
would also like the notification door hanger verbiage reviewed for clarity.

Councilor Traber reported that a constituent expressed concem regarding crossing
NW Walnut Boulevard at NW 13th Street between traffic signals. The unmarked crosswatk
was legal. Public Works and Police staff advised him that a capital project was awaiting
funding to install a flashing signal at the intersection. Police Department staff confirmed
that it was illegal for drivers to proceed when people stood at a corner with intent to cross
the street. The Crime Alert software on the City's Web site did not indicate the reasons for
traffic stops, and no traffic stops were indicated to have occurred at the intersection. The
constituent said he and his wife were unable to cross the street because drivers did not stop.
Councilor Traber requested a staff response regarding enforcement of the crosswalk law or
further education for situations not warranting crosswalk marking or for which the City did
not have funding for signals.

Councilor Raymond reported on several issues.
»  People asked her to respond to Rick Schroff's letter regarding social services allocations

by the United Way of Benton and Lincoln Counties. She submitted to the record a copy
of her letter to Mr. Schroff. Nineteen agencies submitted allocation requests, which
were still being reviewed. She would not reap a financial gain though the allocations,
so she did not have a conflict of interest regarding the allocations. It would not be
possible to fulfill all of the funding requests. She appreciated the City's support of
social service agencies. During difficult economic conditions, the vulnerable segments
of the population seemed to be affected the most.

Councilor Hirsch referenced long-standing discussions of a local heritage tree program.
Oregon established the first statewide heritage tree program. Since the Majestic Theatre

Council- Minutes — May 16, 2011 Page 223




: Jeanne Raymond - |

: United Way allocason o5 Corvallis Soclal Services Funds
May 15, 2011 10:09:18 PMPDT

- Jeanne Raymond

Begin forwarded message:

From: Jeanne Raymond <
Date: April 29, 2011 3°50:37 PMPDT

To: Mark O'Brien - >
Ce: Julie Manning >, Jon Nelson <

Subject: Re: The letier | mentioned...
Councilor O'Brien,
Thank you for sending the letter from Rick Schroff, who wrote {o you as Council President.

1. | am liaison fo the United Way, appointed by Mayor Julie Manning. As liaison, | met with Jennifer Moore previous fo the allocations meeting, which |
was asked to attend. 1 thanked all those on the committee for their time and work on behalf of the Council and the residenis of Corvallis. | cannot vote
on the allocations, nor did | vote. When Charlie Tomlinson was Mayor, he said that as a liaison, we cannot vote, but we may give our opinion. |
reiterated o the committee that the social services funding must qualify by being either emergency or transitional service. I realize that the members of
the committee have done site visits, the hard work of gathering information, and then doing the difficult work of figuring out which agencies receive the
fundings that will be given. They all gave their reports and said what amounts they wished fo give. | did not give input on amounts to be allocated or
how the funds should be divided among the various agencies.

2. | know most of the agencies that applied for grants, either through first hand experience, or through past experience on the Human Services
Committes, or through BCCFC. | am supportive of all the agencies. | know of the good work they do. | wish we could fully support them all.

3. Specifically, | think Furniture Share is an excellent agency, In fact, Ginger Gouveia who is the originator of Furniture Share is a good friend of mine. |
commend Rick Schroff for his service to the Furniture Share. Rick Schroff was not at the United Way allocations meeting of which he speaks.

4. i did give my opinion about the need for social work services to the homelass who are sarved by the Drop in Shelter. it was my opinion,
6. | don't think my opinion, negatively impacted any of the agenciss.

Sincerely,
Jeanne

Jeanne Raymond
Corvallis Gity Council
Ward 7



CORVALLIS CITY COUNCIL

Self-Evaluation
June 13, 2011
Self-Evaluation
General Practices
(Updated January 2007)
. 1 1.5 2.0 2.5 3 06/13

How are we doing on General Practices? Low |  |Mid-range| High || Average
1. Thinking and acting strategically 1 1 4 3 1 2.10
2. Understanding and demonstrating the 1 2 7 2.30
elements of teams and teamwork

3. Mastering “small group” decision-making 2 4 2 2.00 **
4. Clearly defined roles and relationships 3 5 1 2.39 #*
5. Council/staff partnership 2 3 4 1 2.20
6. Systematic evaluation of policy 2 3 4 1.95
implementation

7. Allocation of Council time and energy 3 3 3 1 2.10
8. Clear rules and procedures for Council 2 5 3 2.55
meetings

9. Response to the public’s concerns and 1 1 1 7 2.20
evaluation of Council performance

10. Continuous personal learning and leadership 2 2 6 2.20
development

Additional Comments:

e Ibelieve the Council is largely keeping its focus on the four major goals and on the operating guidelines

established in the January goal-setting sessions. I see important work beginning with the financial and OSU
goals, with efforts ongoing with the remaining two goals. I am pleased with the Council’s work ethic and its
collective commitment to the City and its residents.

Overall, I think we have the potential to achieve lasting, positive results for citizens if we can stay focused
on achieving our goals. It is important that we not lose the forest for the trees.

We’re going through some tough times. Yet I find that Mark and Hal are providing excellent leadership,
which I see the rest of the Council appreciating. Yet that too help us understand each other and reduces
surprises. Ididn’t answer 3, “small group” as I did not come up with a clear understanding of the intent of
the question. On item 1, “thinking strategically”, in retrospect, I believe that the SIF’s and the Levy were
difficult but appropriate first steps as we begin to deal with the direction of our budget based upon the limits
of our property tax funds.

Leadership has been excellent this term. Sorry, but no so last term.

3 — I’'m not clear where small group-decision-making applies in our structured council environment.

6 — Most of the policy evaluation thus far has been tactical not strategic.

7 & 8 — Meetings are well structured and work as efficiently as I would expect.

**#3 — 2 did not answer; #4 — 1 did not answer



Self-Evaluation
Specific Practices

(Updated January 2007)
1 1.5 2 2.5 3 06/13
How are we doing on Specific Practices? Low Mid-range High Average
1. Effective chartering of committees and 3 3 2 2 2.15
acceptance of committee work
2. Prioritizing goals and initiatives and avoiding 2 4 3 1 2.15
over-commitment
3. Educating ourselves about issues 2 4 2 2 2.20
4. Limiting amount of time spent on “small- 1 3 3 1.90
picture” activities
5. Regular evaluation of our effectiveness as a 1 5 4 2.15
Council '
6. Celebrating success — our own and that of 3 3 2 2 2.15
others

Additional Comments:

« Onitem 3, “educating ourselves,” I scored us fairly low as I'm guessing that most of us are gaining almost
all of our information from the staff report. In some ways that’s a credit to our excellent staff. In others, it
may be a reflection of not reading with a questioning mind and following up with questions.

« 3 —1find that I find out about issues late and have very limited time to prepare for a decision. Case in point

is the ODOT motion.

« 4 —What are small-picture and how to identify them to limit time?

+ 6 —Wedo every well celebrating the success of others.




Self-Evaluation

Code of Conduct
(Revised February 2009)
1 1.5 2 2.5 3 06/14

How are we doing on Code of Conduct? Low Mid-range High Average
1. Show consideration; avoid judgmental 1 1 2 // 4 1 2.18
language

2. Strive as a team to keep opposition from 5 4 2.22 **
moving into conflict

3. State your opinion; explain reasoning and 4 5 1 2.35
intent (succinctly); respect the decisions of the

body

4. Focus on understanding interests 4 5 1 2.35
5. Be concise and respectful while focusing on 1 5 4 2.15
issue

6. Assume best intentions as you seek common 1 3 4 2 2.35
ground

7. Be honest, reliable, and accountable 2 3 5 2.65
8. Prepare adequately for meetings 6 2 2.50

Additional Comments:

= 1 —We all show consideration. Still there has eﬂso been inappropriately judgmental language in all

directions.

e 3 — Almost all, and especially me could improve on explaining and succinct reasoning and intent. But all

respect the decisions of the body.

e 6 —I assume the best intentions of my fellow councilors and feel the same of them.

o Tthink we are doing well here though these answers are filtered through my way of viewing the proceedings.
I generally assume all are acting per the code of conduct and have seen very few eeunty examples.
s/p contrary

*¥*49 — 1 did not answer




MEMORANDUM

June 13, 2011

TO: Mayor and City Council
3
FROM: Nancy Brewer, Finance Director %\}x ,/’

SUBJECT:  Moody’s Rating

I. Issue

To update the City Council on the City’s debt ratings.

II1. Discussion

Attached is a copy of an email sent this morning from Moody’s Investors Service, which is the organization
that rates the City’s bonds. Moody’s has affirmed the City’s current ratings — Aa2 for unlimited tax general
obligation bonds and Aa3 for limited tax bonds — but has placed the city on negative outlook. This means
that Moody’s has concerns about the City’s financial position, especially as it relates to fund balances m the
General Fund (all tax funds combined). Moody’s notes the City’s strengths mclude still solid operating fund
balances and a strong tax base bolstered by OSU. The major weaknesses are several consecutive years of
deficits that have lead to a decline in financial position and expected draws on fund balance for the current
and next fiscal years.

Moody’s will continue to monitor the City’s financial position, which includes reviewing Quarterly
Operating Reports, monthly Treasury reports, budget and audit reports. A formal review of the rating
affirmation and negative outlook is expected 1 about a year. Moody’s makes specific note that the removal
of the negative outlook will require improved financial performance, positive tax base growth, and a trend
of economic development. Moody’s also notes that continued draws on reserves or reduced liquidity or
protracted economic weakness/tax base contraction could make the rating go down.

Staff will prepare the appropriate disclosure notice of this change to be posted, as required, on the federal
reporting website. This change may have a very slight impact on the City’s outstanding debt which trades
some on the secondary market; it will not affect the City’s debt payments or requirements. If the outlook
does not change before the City next needs to borrow monies, 1t will likely make the borrowing more
expensive. If the rating is downgraded before the City next needs to borrow money it will mncrease the costs
of borrowing.

III.  Action Requested
No action on the part of City Council as it relates to this notice 1s required. However, the work the city

Council pursues with relation to the financially sustainable City budget should address the concerns
identified by Moody’s.



Brewer, Nancy

From: MOODY'S EPI [epi@moodys.com]
Sent: Monday, June 13, 2011 8:07 AM
To: Brewer, Nancy

Subject: Corvallis (City of) OR

MOODY'S AFFIRMS Aa2 RATING ON THE CITY OF CORVALLIS (OR) UNLIMITED TAX G.O.
BONDS; Aa3 LIMITED TAX RATING ALSO AFFIRMED AND NEGATIVE OUTLOOK ASSIGNED

RATINGS AFFIRMATIONS AND NEGATIVE OUTLOOK APPLY TO $37.2 MILLION OF
OUTSTANDING DEBT

Corvallis (City of) OR
Municipality
Oregon

NEW YORK, June 13, 2011 -- Moody's Investors Service has affirmed the AaZ2 rating on the City of
Corvallis, Oregon's outstanding $1.8 million of general obligation unlimited tax bonds. In addition,
Moody's affirms the Aa3 rating on the city's outstanding Limited Tax General Obligation Bonds
(Pension Liability Funding); the city's long-term ratings carry a negative outlook.

RATINGS RATIONALE

The negative outlook reflects our expectation that the city will be challenged to maintain satisfactory
reserve levels in the near- to medium-term as budgetary pressures remain in place over the outlook
horizon. The Aa2 rating reflects the city's large tax base, the stabilizing presence of Oregon State
University and average wealth indices. The Aa2 rating also incorporates recent fiscal strain which
was reflected in two consecutive operating deficits in fiscal 2009 and fiscal 2010. All of the city's debt

ic fivard rate and tha ritv e no Nt a nart
is fixed rate and the city is not a party to any derivative agreements.

STRENGTHS

-- Still solid Operating Fund balance

-- A strong tax base bolstered by the presence of Oregon State University
CHALLENGES

-- Several consecutive deficits leading to a declining financial position

-- Expected draws on fund balance in both fiscal 2011 and fiscal 2012
DETAILED CREDIT DISCUSSION

SLUGGISH REGIONAL ECONOMIC GROWTH CONTINUES, BUT CITY'S TAX BASE REMAINS
STABLE

Corvallis, located about 75 miles south of Portland, is a well-established community which has long

1



been the home of Oregon State University (OSU).

Positively, the university's presence continues to provide the local economy with some degree of
stability and enrollment has inreased slighlty in recent years. Since the 2000 census, the City's
population has increased only 12% to an estimated 55,125 residents. In addition to employment
opportunities at the University, other employment sectors include high tech manufacturing and
research, primarily at a local Hewlett Packard (HP) facility, government and services. Despite cuts in
higher education from the state combined with last year's HP downsizing, the city's April 2011
unemployment rate of 6.1% has improved over the last two years and is currently well below the state
(9.5%) and nation (8.7%). According to the 2000 census, per capita and median family income levels
approximated state levels although, like most college communities, income levels are negatively
skewed by the presence of a large student population.

Similar to the region, real estate values remain below peak levels and the housing market is expected
to continue to be a drag on local economic growth over the near term. Between 2004 and 2009, the
city's full value increased an average of 9.8% annually, then declined a modest 2% in 2010. The
2010 full value of $5.8 billion is still above the national Aa2 city median. Tax base growth for 2011 is
assumed to be flat as residential and commercial construction remains sluggish at best, although
some development in support of campus expansion may provide some offset. Hewlett Packard
remains the city's largest taxpayer (8.4% of 2010 assessed value); other large taxpayers make up
less than 1.0% of assessed value each and are comprised of manufacturing, land development and
commercial entities. Going forward, Moody's notes HP's tax base presence will continue to be
diminished and university-related construction projects, including multi-family housing and, over the
long-term, recovery in the residential and commercial construction sectors development will support
above average economic growth.

CONSECUTIVE OPERATING DEFICITS PLACE CITY IN RELATIVELY WEAK FINANCIAL
POSITION; COMMUNITY SUPPORT FOR ADDITIONAL REVENUES PROVIDES PARTIAL
MITIGANT

Fiscal 2010 audited results mark the city's fourth consecutive annual operating deficit as growth in
expenditures outpaced somewhat flat revenues.

Maijor operating funds include the city's General Fund, as well as the Library, Parks and Recreation,
Fire and Rescue. Still, at $4.7 million, or 13.5% of operating revenues, reserve levels are considered
adequate, but below the median level for similarly rated cities nationally. The city's liquidity position
was a satisfactory $5.0 million in the operating funds (14.3% of revenues). The city expects fiscal
2011 will show another draw on fund balance as it again appropriates a portion of reserves to offset
the current year's operating deficit. The fiscal 2011 operating fund balance is expected to end at
approximately $4.4 million (10.4% of revenues). Going forward, the city budgeted approximately $1.9
million to balance fiscal 2012 operations, which would reduce the operating fund balance to a thin
$1.6 million (3.9% of revenues); positively, management is discussing several proposals both to
augment revenues and reduce expenditures in the 2012 fiscal year. Postively, in May 2011, voters
approved a three-year local option property tax levy (FY

2012 - FY 2015) to provide partial funding for libray, aquatic and senior center operations. However,
management's budgeted reserve expectations are a primary factor in the outlook revision to negative
from no outlook.

BELOW AVERAGE DEBT BURDEN
Moody's expects that the district's lower than average 0.2% direct debt burden will be manageable

given limited near-term borrowing needs. All outstanding debt is fixed rate and the city is not party to
any derivative agreements.



OUTLOOK:

The outlook on the city's long-term ratings is negative. The negative outlook reflects Moody's
expectation that the city will remain challenged in its efforts to significantly improve reserve levels
over the near- to medium-term.

WHAT COULD MAKE THE RATING GO UP (REMOVAL OF NEGATIVE OUTLOOK):

-- Improved financial performance in fiscal 2011 and beyond

-- Positive tax base growth and a trend of economic improvement

WHAT COULD MAKE THE RATING GO DOWN:

-- Continued draws on reserves and/or reduced liquidity levels

-- Protracted economic weakness and tax base contraction

KEY STATISTICS:

2010 population: 55,125

2010 full valuation: $5.8 billion

2010 full value per capita: $105,681

Payout of Principal (10 years): 38.7%
FY10 General Fund Balance: $670,000 (4.8% of General Fund revenues)

FY10 General Fund Balance (unreserved, undesignated): $482,000 (3.5% of General Fund
revenues)

FY10 Operating Fund Balance: $4.7 million (13.5% of Operating Fund revenues)

FY10 Operating Fund Balance (unreserved, undesignated): $4.3 million (12.2% of Operating Fund
revenues)

1999 Per Capita Income (as % of OR and US): $19,317 (92.2% and 89.5%)
1999 Median Family Income (as % of OR and US): $53,208 (109.3% and 106.3%)
Unemployment as of March 2010: 6.7%

The principal methodology used in this rating was General Obligation Bonds issued by U.S. Local
Governments published in October 2009.

REGULATORY DISCLOSURES



Information sources used to prepare the credit rating are the
following: parties involved in the ratings and public information.

Moody's Investors Service considers the quality of information available on the credit satisfactory for
the purposes of maintaining a credit rating.

Moody's adopts all necessary measures so that the information it uses in assigning a credit rating is
of sufficient quality and from sources Moody's considers to be reliable including, when appropriate,
independent third-party sources. However, Moody's is not an auditor and cannot in every instance
independently verify or validate information received in the rating process.

Please see ratings tab on the issuer/entity page on Moodys.com for the last rating action and the
rating history.

The date on which some Credit Ratings were first released goes back to a time before Moody's
Investors Service's Credit Ratings were fully digitized and accurate data may not be available.
Consequently, Moody's Investors Service provides a date that it believes is the most reliable and
accurate based on the information that is available to it. Please see the ratings disclosure page on
our website www.moodys.com for further information.

Please see the Credit Policy page on Moodys.com for the methodologies used in determining ratings,
further information on the meaning of each rating category and the definition of default and recovery.

ANALYSTS:

Matthew Wong, Analyst, Public Finance Group, Moody's Investors Service Dan Steed, Backup
Analyst, Public Finance Group, Moody's Investors Service Patrick Mispagel, Senior Credit Officer,
Public Finance Group, Moody's Investors Service Jack Dorer, Director, Public Finance Group,
Moody's Investors Service

CONTACTS:
Journalists: (212) 553-0376
Research Clients: (212) 553-1653

Moody's Investors Service
250 Greenwich Street
New York, NY 10007
USA

Copyright 2011 Moody's Investors Service, Inc. and/or its licensors and affiliates (collectively,
"MOODY'S"). All rights reserved.

CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S ("MIS") CURRENT OPINIONS
OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT
OR DEBT-LIKE SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY
NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY
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ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT
ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET
VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE NOT STATEMENTS OF CURRENT
OR HISTORICAL FACT.

CREDIT RATINGS DO NOT CONSTITUTE INVESTMENT OR FINANCIAL ADVICE, AND CREDIT
RATINGS ARE NOT RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR
SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE SUITABILITY OF AN
INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS WITH
THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN
STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR
PURCHASE, HOLDING, OR SALE.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT
LIMITED TO, COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR
OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED,
DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR
ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS
WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT. All
information contained herein is obtained by MOODY'S from sources believed by it to be accurate and
reliable.

Because of the possibility of human or mechanical error as well as other factors, however, all
information contained herein is provided "AS IS" without warranty of any kind. MOODY'S adopts all
necessary measures so that the information it uses in assigning a credit rating is of sufficient quality
and from sources Moody's considers to be reliable, including, when appropriate, independent third-
party sources. However, MOODY'S is not an auditor and cannot in every instance independently
verify or validate information received in the rating process. Under no circumstances shall MOODY'S
have any liability to any person or entity for (a) any loss or damage in whole or in part caused by,
resulting from, or relating to, any error (negligent or otherwise) or other circumstance or contingency
within or outside the control of MOODY'S or any of its directors, officers, employees or agents in
connection with the procurement, collection, compilation, analysis, interpretation, communication,
publication or delivery of any such information, or (b) any direct, indirect, special, consequential,
compensatory or incidental damages whatsoever (including without limitation, lost profits), even if
MOODY'S is advised in advance of the possibility of such damages, resuiting from the use of or
inability to use, any such information.

The ratings, financial reporting analysis, projections, and other observations, if any, constituting part
of the information contained herein are, and must be construed solely as, statements of opinion and
not statements of fact or recommendations to purchase, sell or hold any securities. Each user of the
information contained herein must make its own study and evaluation of each security it may
consider purchasing, holding or selling. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE
ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY
PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS
GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER WHATSOEVER.

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCO"), hereby
discloses that most issuers of debt securities (including corporate and municipal bonds, debentures,
notes and commercial paper) and preferred stock rated by MIS have, prior to assignment of any
rating, agreed to pay to MIS for appraisal and rating services rendered by it fees ranging from $1,500
to approximately $2,500,000. MCO and MIS also maintain policies and procedures to address the
independence of MIS's ratings and rating processes.

Information regarding certain affiliations that may exist between directors of MCO and rated entities,
and between entities who hold ratings from MIS and have also publicly reported to the SEC an
ownership interest in MCO of more than 5%, is posted annually at www.moodys.com under the
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heading "Shareholder Relations - Corporate Governance - Director and Shareholder Affiliation
Policy."

Any publication into Australia of this document is by MOODY'S affiliate, Moody's Investors Service
Pty Limited ABN 61 003 399 657, which holds Australian Financial Services License no. 336969.
This document is intended to be provided only to "wholesale clients" within the meaning of section
761G of the Corporations Act 2001. By continuing to access this document from within Australia, you
represent to MOODY'S that you are, or are accessing the document as a representative of, a
"wholesale client” and that neither you nor the entity you represent will directly or indirectly
disseminate this document or its contents to "retail clients" within the meaning of section 761G of the
Corporations Act 2001.

Notwithstanding the foregoing, credit ratings assigned on and after October 1, 2010 by Moody's
Japan K.K. ("MJKK") are MJKK's current opinions of the relative future credit risk of entities, credit
commitments, or debt or debt-like securities. In such a case, "MIS" in the foregoing statements shall
be deemed to be replaced with "MJKK".

MJKK is a wholly-owned credit rating agency subsidiary of Moody's Group Japan G.K., which is
wholly owned by Moody's Overseas Holdings Inc., a wholly-owned subsidiary of MCO.

This credit rating is an opinion as to the creditworthiness or a debt obligation of the issuer, not on the
equity securities of the issuer or any form of security that is available to retail investors. It would be
dangerous for retail investors to make any investment decision based on this credit rating. If in doubt
you should contact your financial or other professional adviser.



To: Mayor and City Council

From: Mark O’Brien, City Council President
Subject: City Council Quarterly Work Session
Date: June 13, 2011

Background:

The City Council has adopted a short list of worthwhile goals for the 2011-12
term. In my opinion, none of these is more important than our commitment to
create a fiscally sustainable City budget. Our dilemma is the consistent shortfall
between increases in revenues and increases in expenses, the so called “structural
problem”. We have taken some significant steps to address this budgetary
instability. Thus far, the City has: increased efficiencies, reduced services and
staffing, enacted new fees, spent down reserves, and put forward the recent levy.
Employees have even volunteered some concessions in order to help cover City
deficits. Yet, in spite all of our efforts we may anticipate many more painful
decisions regarding the budget and City service reductions.

Discussion:

In a recent letter to the G-T, the City Council promised to focus its laser-like
attention on creating a more sustainable City budget. Topics worthy of
consideration in that effort include:

Expenses- compensation, operating costs, subsidies, debt service;
Revenues- taxes, fees, charges for service, transfers, grants;
Reserves-savings, equipment replacement set asides.

Most of these budget related topics are covered within existing Council policies.
By convention, the City Council reviews its own policies on a regular basis
through established standing committees. Therefore, the ability to address
important changes exists within current procedures and we should be able to make
progress toward our fiscal goal without unnecessarily upsetting staff’s normal
work program.

To begin the process, I've identified meeting dates on the City calendar when
critical financial topics are scheduled for review. Through completion of these
Council policy reviews by the end of the calendar year, approved revisions can be
smoothly incorporated into next year’s budget development process.

As a bonus, having thoroughly reviewed relevant policies, the Council will better
understand what proactive and positive impact we can have on City fiscal
“sustainability. In any event, it is likely that some financial benefit will be realized.



To: Mayor and City Council

From: Mark O’Brien, City Council President
Subject: Turnover Cost Estimate

Date: June 13, 2011

I was interested to see the Asst. City Manager’s report to Council regarding
employee turnover costs and the relationship between turnover and appropriate
compensation. This memo shows that turnover can be expensive in theory but
says nothing about Corvallis’ experience. In order to fully understand the impact
on our organization, it seems the Council needs some information.

I’d like to request that staff examine those people who have left the City of
Corvallis’ employ for the last five years by department. Do our statistics tell us
that we have a problem in the overall level of turnover, relative to other
organizations? What proportion of employees left because they: a) took a higher
paying job at the same level in another organization (If so, how much extra pay
was offered by the competition?), b) took a promotion (higher level of
responsibility) in another organization, c¢) retired, d) changed careers, €) moved to
a new location for personal reasons, f) were discharged for performance issues, or
g) other. Hopefully, the City employs a system of “exit interviews”? This is a
standard practice for high-functioning entities. If so, staff should be able to go
back over exit interviews for the last five years and note why each employee left
City employment.

Armed with this information, Council can determine if Corvallis 1) has a turnover
problem related to compensation, 2) has a turnover problem related to some issue
other than compensation, or 3) has no turnover problem. Verification will assist
Council to avoiding jumping to conclusions about compensation being the cause
of turnover before we engage in our Compensation Policy review. And this
analysis could be particularly useful in answering recurrent questions from citizens
regarding recruit police officer retention.



To: Mayor and City Council

From: Mark O’Brien, City Council President
Subject: Outline of Revenue Discussion
Date: June 13, 2011

I appreciate the Finance Director’s May 25th memo regarding the process,
proposed timeline, and other details for discussing revenue enhancement
alternatives. However, the memo did highlight by contrast what I perceive to be
an omission in Council’s work plan, regarding “cost containment measures”.

In my opinion, it simply isn't reasonable to discuss one without the other. I
couldn’t help but consider Council’s recent adoption of the S.I.F. and forwarding
of the levy to a vote in forming this opinion. In the absence of a hard look at cost
containment, citizens may well wonder, “Does the Council define “fiscal
sustainability” as increasing revenues to meet desired expenditures?” And who
could blame them?

Before Council begins to review new or expanded revenue sources, may I please
ask that that we prepare to look at strategies for containing costs? I request that we
direct Departments to return to Council with laundry lists of cost-savings ideas. It
is my hope that these cost-savings ideas would not result in a significant reduction
in services, but I accept that some service reductions are inevitable.

I am aware that our departments are already running quite efficiently, but these are
extraordinary times and the Council has a responsibility to do all within our power
to meet our goal of a fiscally sustainable budget. I know that staff will put their

best foot forward on such an effort and the City will certainly benefit.



June 13,2011
To  City Council
From: Dan Brown
Subject: A LITTLE RECREATIONAL READING
Overcome by nostalgia, I reread the City's Comprehensive Communication Plan which
appears on the City web site. (Look uwp Communications Plan.) This 57 page plan was

written by staff in 2003 and updated in 2007, my first year on the Council. The italicized
text below is quoted from this City document.

Déja vu all over again !

The local government finance picture therefore remains bleak. From 1997 to 2006 the
City general fund balance dropped from just over $9.5 million to $3.75 million while total
expenditures rose in the same period by about 85% and the main general revenues grew
30 % (property tax) or 50% (transient occupancy tax and franchise fees). Revenues are
therefore not keeping pace with expenditure demands. The City population grew by just
over 5% during this same period and full time equivalent [city | employees increased

by 9%.

The City Council 2007-8 goal has changed somewhat to reflect an emphasis on financial
planning and leveraging partmerships.

The goal states:

Develop a fiscal strategy for core City services
including a comprehensive and collaborative communication plan
{o increase citizen understanding of City budgets and services

Whoops, mavbe we need a Plan B 12}

The City has three efforts underway designed to deal with the financial environment

in the longer term The Core Services Committee is looking at long term financial
strategies for property tax supported services and ihe Downtown and Economic Vitality
Plan Implementation Committee and Prosperity that Fits Commiftee are looking at ways
to finance and implement the major economic development strategic plans accepted by the
City Council.
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