
AD SERVICES 60 TTEE 

Agenda 

Wednesday, September 21,2011 
4:00 pm 

Madison Avenue M e e h p  Room 
580 SW Madison 

DiscussiodPossible Act-ion I. Economic Development Allocations Fourth Quarter 
Report (Attachment) 

DiscussiodPossible A c ~ o n  11. Land Use Application Fees Review (Attaclment) 

Discussion/Possible A e ~ o n  111. Fourth Quarter Operating Report (Attachment) 

Discussion/Possible A c ~ o n  IV. Financial Policies Review Process (Attachment) 

Discussion/Possible Act-ion V. City Compensation Policy Recommendation 
(Attachment) 

Information VI. Other Business 

Next Scheduled Meeting 
Wednesday, October 5,201 1 at 4:00 pm 
Madison Avenue Meeting Room, 500 SW Madison Ave 

Agenda 
Council Policy Reviews and Recommendations: 

04-1.09, "P~lblic Access Television" 
93-1.06, "Guidelines for Use of the City Logo" 
94-2.09, "Council Orientation" 
91-3.04, "Separation Policy" 



MEMORANDUM 

DATE: September 12,2011 
TO: Administrative Sewices Committee 
FROM: Ken Gibb, Community Development Director 
SUBJECT: Fourth Quarter FY 10-11 Economic Development Program Review 

I. Issue 
Review and acceptance of the Eco~iomic Developmelit Program fourth quarter report for FY 2010-201 1. 
Included in this review is Corvallis K ~ ~ i g l ~ t s '  post-event report, quarterly reports from the following 
economic development agencies: Visit Corvallis, Corvallis-Benton Chamber Coalition, Business 
Enterprise Center, Downtown Corvallis Association, and Oregon Natural Step Network, as well as overall 
program summary. 

11. Background 
In FY 10-1 1, the City Econo~nic Development Policy's (CP 96-6.03) primary purpose was to preserve 
and support community livability by encouragi~ig economic stability and sustainable economic 
opportunities. To provide a stable funding source for activities to support this goal, 55% of the transient 
room tax (TRT) revenue collected in the previous calendar year was allocated for City sponsored 
economic development activity. For FY 10-1 1, due to the need for budget reductions, the City Council 
approved a 6.5% reduction in the Sub-committee's recommendations for funding. Through the FY 10-1 1 
Economic Development Allocation process, eight entities were allocated non-dedicated (21% of TRT) 
eco~lomic development funds of $221,089. Visit Corvallis was allocated a dedicated amount (30% of 
TRT) of $308,425. 

Visit Corvallis Dedicated Funding 

Business Enterprise Center (2 Programs) 

Corvallis-Benton Chamber Coalitio~i 

Corvallis Chapter, Oregon Natural Step Network 

Downtown Corvallis Associati011 (DCA) 

Willamette Neighborhood Housing Services ' 
DCA - Red, White & Blue Riverfront Festival 

Corvallis Knights Baseball Club 

Corvallis Fall Festival ' 

Amount Disbursed 
Allocated Through 4th 

Quarter 

da Vinci Days $14,421 $14,421 
Total $529,514 $529,514 

1 WNI3S's quarterly reports are evaluated by the Housing Programs Division and monitored through the Iluman 
Services Cornmittee. W H S  was allocated funds for two programs - Housing and MicroBusiness. 

Corvallis Fall Festival and da Vinci Days are monitored by the Parks and Recreation Department and reviewed by 
the Human Services Committee. 



All agencies entered into contractual agreements with the City of Corvallis. Two of the contracts are 
managed by the Parks and Recreation Department, with the remainder managed by the Community 
Development Department. 

Reporting to the Human Services Committee are Willarnette Neighborhood Housing Services (WNHS), 
Corvallis Fall Festival and da Vinci Days. WNHS reports on a quarterly basis to Community 
Development Housing Division, and the event organizations provide annual reports through the Parks and 
Recreation Department. 

Quarterly reports are required to be submitted by Visit Corvallis, Business Enterprise Center (BEC), 
Corvallis Chapter Oregon Natural Step Network (ONSN), Corvallis-Benton Chamber Coalition (CBCC). 
and Downtown Corvallis Association (DCA) for ASC review. Attached are copies of the fourth quarter 
reports as submitted by Visit Corvallis, BEC, ONSN, CBCC and DCA. As a separate item, Visit 
Corvallis has provided the most recent Occupancy Report. Corvallis Knights Baseball Club's post-event 
report is also attached. 

111. General Discussion 
Each agency meets goals identified in CP 96-6.03. Visit Corvallis focuses their efforts on promoting 
Corvallis as a visitor/tourism/meeting location. CBCC and BEC direct their efforts towards business 
assistance, retention and development within the City and County. DCA works to make downtown 
Corvallis a vital commercial, cultural and social center. Oregon Natural Step Network encourages 
sustainable economic activities that reduce environmental impacts. All of the efforts listed above are 
geared toward making Corvallis more livable. 

Each agency will be provided with a copy of this report and invited to attend and address the Committee. 

IV. Financial Analysis 
Quarterly reporting requirements were modified in FY 98-99 so that only tl~ose agencies receiving more 
than 50% of their funding from the City are iequired to submit financial i~rformation on a quarterly basis 
Visit Corvallis is the only agency that meets that criterion. Financial statements submitted by Visit 
Corvallis were reviewed by Finance Office staff and found to be in compliance with their agreement. A 
copy of the Finance staff review is attached. 

V. Action Requested 
That the Administrative Services Committee consider this report and recommend City Council approve 
acceptance of the fourth quarter report. 

REVIEW AND CONCUR: 
rC-----, 

REVIEW AND CONCUR: 

City Manager Pro Tern 



DIRECTOR'S REPORT 
The fourth quarter o f  the fiscal year proved to be 

a time o f  transition and progress for Visit Corvallis. 
We were saddened t o  learn that Nia Ridley, our 

Director of Marketing, had been offered and 
accepted a similar position with a local health technology company. We are appreciative of Nia's 
contributions during her time with Visit Corvallis and wish her success in her new endeavor. We are 
pleased to announce that Marci Sischo, a long-time volunteer in our visitor's center, has joined our staff 

ocial media marketing program. Marci will also oversee updates to our 
website. We are delighted with this newest addition t o  our team of 
professionals. 

Three representatives o f  our team attended the Governor's Tourism 
Conference in Eugene. In June, I attended the Oregon Destination 
Marketing Organization's spring conference in Enterprise. Both meetings 
were upbeat and confident that the tourism market has stabilized and is 
showing slight improvement statewide. 

We have completed our funding agreement with the City of Corvallis 
and anticipate investing approximately 10% more in marketing dollars 
over those expended last year. We are finalizing our marketing strategy 
for 2011-2012 and look forward t o  submission to the city and our board 
of directors by September 1. 

In conclusion, we are very pleased with the transition of our leadership 
team and look forward t o  continuing improvement in tourism in Corvallis. 

VISITOR INFORMATION 
We distributed 3,240 guides and 1,550 maps to our lodging properties, another 5,580 guides to visitor 

centers, chambers of commerce and welcome centers around the state, and 2,700 guides to various 
business locations in our area. 

In addition, we sent out 3,654 guides in response t o  inquiries from our website, the WVVA website, 
and advertising placed in Sunset Magazine and Madden Pre Print. 
We also distributed 840 table tents promoting local events to 37 different sites. 

Visitor Count 

May 

Visit Corvallis 1 553 NW Harrison Blvd Corvallis, Oregon 97330 1 Phone: 541-757-1544 1 Fax: 541-753-2664 
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Smith Travel Research Update  ,/ \ 

Smith Travel Research reports indicate that Corvallis lodging properties 
continue t o  show an increase in Occupancy and Room Demand as well 
as Average Daily Rate. 

April 2011 compared t o  April 2010 
Occupancy and Room Demand: increase of 5.1%; YTD increase of 5.4% 

51) .., 
Average Daily Rate: increase of 8.2%; YTD increase of 4.2% 

May 2011 compared t o  May 2010 
Occupancy and Room Demand: increase of 6.4%; YTD increase of 5.7% "r P" 

\--> flK Average Daily Rate: increase of 0.2%; YTD increase of 3.3% 

June 2011 compared t o  June 2010 
Occupancy and Room Demand: increase of 8.3%; YTD increase of 6.1% 
Average Daily Rate: increase of 4.6%; YTD increase of 3.6% 

DIGITAL AND SOCIAL MEDIA STATISTICS 
According to Google Analytics, between April and June of 2011 we  had 34,050 unique visitors t o  

www.VisitCorvallis.com. About 73% were first-time visitors to our site, and the average visit lasted two 
minutes, 42 seconds. 

Top 5 Traffic Drivers Top 5 Referral Sites Top 5 Pages Visited Top 5 Search Keywords 
April - June April - June April -June April -June 

Google 
(27,460, 64.4%) 

Direct traffic 
(4,274,10%) 

Bing 
(1,896,4.4%) 

Yahoo 
(1,459, 3.4%) 

0regonState.edu 
(1,154, 2.7%) 

Home page Corvallis Oregon 
(18,868,16%) 

Events calendar Corvallis 
(7,509, 6.1%) 
Things t o  Do Corvallis Or 
(7,176, 5.4%) 
Places t o  Eat Corvallis, Or 
(6,388, 5.4%) 
Places t o  Stay Corvallis events 
(3,982, 3.4%) 

Facebook Insights for Corvallis Oregon (April - June) 
536 new page "likes" for a 78% increase compared t o  the previous quarter. 
Weekly and monthly active users have seen a sharp upturn in June. Weekly active users have 

increased from about 1,000 t o  almost 2,000, and monthly active users have more than doubled from 
about 1,000 to about 2,500. Daily active users varies widely, but has improved from 0 through mid-April 
and May to an average of about 500 to 700 since June 1''. 

Post views are up 187% compared t o  the previous quarter. 
Post feedback is up 196% compared to the previous quarter. 

eBlast Tracking (April -June) 
Rate of opens - those opening our newsletter when they receive it in their email - for our eBlasts 

have stayed steady a t  about 1,000 views per message. Overall views have seen a slight increase, 
probably due t o  newly-added social features in icontact that allow us to cross-post our eBlasts to 
Twitter and Facebook. 

Visit Cowalli~ ] 553 NW Harrison Blvd 1 Cowailis, Oregon 97330 I Phone: 541-757-1544 j Fax: 541-753-2664 



Finance Department 
500 SW Madison Avenue 

Corvallis, OR 97333 
541 -766-6990 
541 -754-1729 

MEMORANDUM 

July 27, 201 1 

TO: Ken Gibb, Community Development 

FROM: Jeanna Yeager, Accounting 

SUBJECT: Visit Corvallis (formerly Corvallis Tourism) Financial Report - Fourth Quarter, FYI011 1 

This review consists of inquiries and analytical procedures and is very limited In its nature. The financial 
statements have not been reviewed by a Certified Public Accountant and are the representation of the 
management of Visit Corvallis. 

During the fourth quarter of fiscal year 201 01201 1, Visit Corvallis reported revenues of $76,057 and 
expenses of $85,747, resulting in net loss of $9,690. With a budgeted net income of $6,501 for the 
quarter, Visit Corvallis fell below its expected performance by $16,192. Marketing costs were 
approximately 106% over budget for the quarter, with actual expenses totaling $21,185 and a budget of 
$10,305. 

Visit Co~al l is  attributes the loss for the quarter to the following reasons: 

. Their decision to "load' significant marketing dollars in the fourth quarter to make up for less spending 
during the leadership transition period. 
Personnel expenses related to downsizing (payment of accrued vacation time and out-off-pocket 
expense reimbursement). . The hiring of a marketing consultant for the upcoming year (half of the cost was paid in fiscal year 
201012011). 

Visit Corvallis maintains a fairly strong cash position, with current assets of $56,458 and current liabilities 
of only $5,761. 

The City of Corvallis has budgeted $308,430 for Visit Corvallis for fiscal year 201012011 in monthly 
payments of $25,702. The City has funded a total of $77,106 for the fourth quarter, which has been 
accurately accounted for on Visit Corvallis's fourth quarterly report. This represents almost all total 
revenues for the quarter. 

Acceptance of the Visit Corvallis quarterly report is recommended 



07/25/11 

Accrual Basis 

Cowaliis Tourism 

Balance Sheet 
As of June 30,2011 

ASSETS 
Current Assets 

CheckinglSavings 
Checking - OSUFCU 
Money Mar!&-OSUFCU 
Checking 
Paypal Checklng 
Savings - OSUFCU 

Total CheckinplSavings 

Accounts Receivable 
Accounts Receivable 

Total Accounts Receivable 

Other Current A~sets  
Note receivable 
Petty Cash 

Total Other Current Assets 

Total Current Assets 

Fixed Assets 
Accumulated Depreciation 
Office Equipment & Furniture 

Total Fixed Assets 

TOTAL ASSETS 

LIABILITIES & EQUITY 
Liabilities 

Current Liabilities 
Other Current Liabiiities 

Corvallis Book Sales 
Payroll Liabilities 
Payroll llbiilties Other 

SIMPLE payable 

Total Payroli libilities Other 

Payrofi tax liabilities 
FUTA Payable 
FWlFlCA W payable 
OR Witholding Payable 
OR Workmen's Comp payable 
OR State Unemployment Payable 

Total Payroll tax liabilities 

Total Other Current Liabilities 

Total Current Liabilities 

Total Liabiiities 

Equity 
Net Assets 
Net Income 

Total Equity 

TOTAL LIABILITIES & EQUITY 

Jun 30.11 

Page 1 



3:20 PM 

07/25/11 
Accrual Basis 

lncome 
City of Corvallis 
Co-op Promotions Income 

Map Sponsorship 

Total Coop Promotions lncome 

Commissions 
Interest Inwme 
Membefship 
Relocation Packets 
Souvenir lncome 

Total lncome 

Expense 
Administration 

Accounting 
Bookeeping 
Stover Neyhart & Company 
Accounting. Other 

Total Accounting 

Auto Mileage 
Car Allowance 
Auto Mileage - Other 

~ o t a l  ~ u t o  Mileage 

Bank Charges 
Servim Charge 
Bank Charges - Other 

Total Bank Charges 

Cash discounts 
Chamber Expenses 
InsurancelBonds 
Janitorial Services 
Newspaper 
office supplies 
OfficelCopier Lease 
OfficelCopies 
OfficelEqulplFurn 
OfficelMisc Services 
Postage 
Relocation Packets 
Rent 
Storage 
TelephonelOffica 

lntegra 

Total Tdephoneloffice 

Utilities 
Disposal 
Electricity 
Gas 
Water 

Total Utilities 

Corvallis Tourism 

Profit & Loss Budget vs. Actual 
April through June 2011 

Total Administration 

ConferencedEducatimn 
GOV Conf 
OACVS 
ODMO 
OTC Visitor Services Conf 
SGMP 
ConferenceslEducation - Other 

Apr - Jun 11 Budget $Over Budget X of Budget 



3:20 PM 

07125111 
Accrual Basis 

Co~a l l i s  Tourism 

Profit & Loss Budget vs. Actual 
April through June 2011 

A p r - J u n l l  Budget $Over Budget % of Budget 

2.743 07 1.850.00 893.07 148.3% Total ConferenceslEducation 

MarketinglAdvertising 
Albany Visitors Guide 
Comcast 
Google Adwords Campaigns 
Misc 
US West Dex 

Total MarkotinglAdvertising 

MarketinglCommunity Relations 
Rotary 
Zonta of Cowallis 

Total MarketinglCommunity Relations 

MarketinglEntertainment 
Entertainment 

Total MarketinglEntertainment 

MarketinglFees 
Branding 
Contract Services 

Total MarkatinglFees 

Marketing - Festivals 
Corvallis Fall Festival 
Da Vinci Days 
Red, White 8 Blue Festival 

Total Marketing - Festivals 

Marketinglldarnet 
Directory Placements 
I Contact 
Internet Security Ei Backup 
ISP Monthly Charges 
Provide Support LLC 
Video ProducUons 
Website 

Changes 
Redesign 

Total Website 

Total Marketingllntemet 

MarketlnglPostage-Shipping 
Destination Guide - Postage 

Total MarketinglPostageShipping 

Marketinglprinting 
Postcards 
Tent Cards 

Total MarketinglPrinting 

MarketinglPromotions 
Trolley Tour 
WWA Promotions 

Total MarketinglPromotion~ 

MarketinglPubiic Relations 
MarketinglSales Trips 

Directors Mileage 
Sales Cell Phone 
Sales Trip Mileage 

Total MarketinglSales Trips 

MarketinglSports Commission Exp 

Page 2 



320 PM 

0712Jlll 
Accrual Basis 

Corvallii Tourism 

Profit & Loss Budget vs. Actual 
April through June 2011 

Apr - Jun I1  Budget $ Over Budget % of Budget 

Marketingffdephone 
1-800 
Cell Phones 

Total Marketingffelephone 

MarketingNisitor Services 
Contract Services 
Distribution Services 
Souvenirs 
Temporary Office Help 

Total MarketingNisitor Services 

Personnel 
Benefits 

HealtNDental Insurance premium 
Regence - Health 
United Healthcare - Dentai 
H6althiDentat Insurance premium - Other 

Total HealthlDental insurance premium 

Simple Plan 

Total Benefits 

Payroll taxes 
Employer Taxes & Contribution 

Total Payroll taxes 

Salaries 

Total Personnel 

Total Expense 

Net Income 

Page 3 
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- - - - -  

Economic Develop 
-- 

General 
The Corvallis-Benton Chamber Coalition had been the lead organization for economic development inquiries, proposals, 
and information through June 30,2011. The Coalition was also the lead for marketing and promotion of the Corvallis 
Municipal Airport Industrial Park and Enterprise Zones located throughout Corvallis. Effective July 1,2011 those 
responsibilities transitioned to the Business Enterprise Center (BEC). 

The Chamber Coalition has changed its name to the Corvallis Chamber of Commerce and will assume a role of support 
and collaboration for the economic development efforts of the BEC, the Downtown Corvallis Association, and Visit 
Corvallis, as well as the City of Corvallis and Benton County. This is the final report to the City of Corvallis from the 
Corvallis Chamber of Commerce. 

Stote lnouiries 
Submitted responses to Oregon Prospector inquiries for three companies considering relocation (a malt 
beverage company, a data center, and a bio-diesel company) as well as a second inquiryfrom a technology 
company that considered Corvallis in January. As of this writing none of the companies has asked for additional 
information or indicated further interest. 

Events ond Activities 
* Oregon Business Development Commission Meeting: Hosted a reception for members of the Oregon Business 

Development Commission at the Hilton Garden inn the evening before their quarterly meeting. The event 
included local business and government representatives. The quarterly meeting was held a t  ONAMl and was 
open to the public. 
Willamette Angel Conference: The Willamette Angel Conference (WAC) was held May 12 a t  the CH2M Hill 
Alumni Center at OSU with more than 250 people in attendance. The WAC provides coaching, support and 
investment in companies seeking between $200,000 and $2 million in seed money to take them to the next 
level. This year there were 28 companies contending for a $225,000 investment. The event, in i ts third year, is 
a collaborative effort between the Chamber Coalition and the Eugene Chamber. This year's winner was 
Ashland-based Montrue Technologies which developed an emergency room information entry system for iPad. 
Airport Industrial ParkIEnterprise Zones: 
o Developed and completed CMAIP tenant survey. 
o Met with local commercial real estate representative to discuss incentives for marketing the CMAIP. He 

believed that the tax benefits of the enterprise zones essentially were zeroed out by the requirement for 
hiring at 150% of Benton County wages. We realize these are state requirements, but it is important to keep 
In mind for future marketing efforts. 

o Met with company representatives interested in free-range goose farming in the Corvallis area and 
discussed enterprise zone properties that might work. Presented full recruitment package, including tour of 
the properties. 

o Met with a company representative who is looking for space for two companies: a medical services company 
and an energy storage company using a desalination process. Provided tour of the properties. 

o Met with company representative looking at a proposed site for a bio-diesel operation not introduced by 
Oregon Prospector. He is not interested in enterprise zone status, but toured the properties and was given 
the presentation. The existing rail spur is critical to his operation. 

o Met with a local banker to discuss the market and financing climate for the land at the CMAIP. Discussed 
how to work with potential customers and agents. 



Summary af Activities 

The Corvallis Knights, operated by Knights Baseball Club, Inc., a S01(c)(3) non-profit, at the request of 

our hotels partners, the Hilton Garden Inn and Holiday Inn Express, submitted a proposal for economic 

development funding with the intention of creating new events and drawing visitors to Corvallis. $6,732 

was granted to create and operate one new event. 

The notion was to stimulate spending in the local economy, and fill hotel rooms 

in addition, the Corvallis Knights were asked to leverage these hotel tax dollars to help increase its 

contribution revenue and hire people. While the $6,732 invested by the City of Corvallis did not drive 

this, it helped move the club in this direction. We were successful on both accounts as we hired two new 

full-time people in 2011, one an employee (Brooks Hatch) and the second a contractor (Jaimie Van 

Vleet) who was signed t o  a six-month term (April-October, 2011) and who is likely to be hired as an 

employee in 2012. Also, our contributions revenue increased from $255,090 in 2010 to $270,100 in 

2011. 

The two events we createdlhosted were the Reser's Oregon All-Star Series June 18-19,2011 and West 

Coast League All-Star Game July 26, 2011. Please consider the WCL All-Star Game a bonus event. 

The Reser's Oregon All-Star Series drew 422 on Saturday (bad weather day, rain in morning) and 677 on 

Sunday (nice weather day, sunny) for a total attendance of 1,099. In total, 47 players and coaches from 

across the State of Oregon participated in the three-game series held at Goss Stadium. The Corvallis 

Knights paid for 20 rooms at the Holiday Inn Express ($2,178 expenditure) and lodged coaches, sponsors 

and VIPs at the Hilton Garden Inn. Both hotels were sold out. Nearly 40 high school and college coaches 

attended the Nike Hospitality Event at the Vue in downtown Corvallis, and the after party at Block 15. 

We were disappointed with the local turn out as the majority of our ticket buyers were from out of the 

area, but we understand that the community might be over saturated with baseball, and a t  a higher 

level, with the college Beavers and college Knights. The good news was we had morevisitors from the 

Portland (metro area), and Salem, Eugene, The Dalles, Hood River, Pendleton, Bend, Grants Pass, 

Roseburg and Ashland than expected. That bodes well for future All-Star Series. Not sure how we get the 

community excited about this, but we will continue to try. It should be noted, Visit Corvallis sponsored 

our All-Star Players Dinner, which is very much appreciated. In all, the Oregon Ail-Star Series was a first- 

year success, as I believe we took a huge first step towards revitalizing this event. 

"At 72 years old, that was the most organized, managed, and best sponsored high school event I have 

ever attended. I thought it was well attended compared to the ones I have been to in the past. I 
thought the talent was very good and the games well played. I have been to Shrine football games, 

basketball tournaments and other events. This was the absolute best. The Interns did a superjob. All 

the functions were great and the food I thought was outstanding.'' -Bill Love, Oregon Hall of Fame High 

School Baseball Coach 

The West Coast League All-Star Game was a grand slam. We drew a near capacity crowd of 2,517 to 



Goss Stadium and 24 Major League Baseball Scouts attended the game to evaluate college prospects, 

The experience garnered rave reviews from players, coaches, scouts and fans. 

WCL President Ken Wilson said, "Perfect is a fairly strong word. I do believe that "nothing is perfect" 

However, last night's WCL All-Star Game was perfect. There was no room for improvement. 
Congratulations to Dan Segel and his staff. Congratulations to our All-Star Game committee. 

Congratulations to the players and coaches, who put on a professional show. Congratulations to the 

umpires, who contributed mightily to making it feel like we were watching a major league game. It 

doesn't get any better. It was the perfect showcase. Thanks to all!" 

We housed the All-Stars at the Holiday Inn Express and the Corvallis Knights paid for 14 rooms 

($1,524.60 expenditure). WCL executives booked and paid for 10 rooms at the Hilton Garden inn, some 
teams booked and paid for additional rooms at both the Holiday Inn and Hilton, we paid forthe umpires 

room at the Hilton and players' families stayed a t  both properties. Both hotels were sold out. Our gate 

for that night was $4,147.50 and advanced ticket sales were good too. There were guests from Kelowna 

(Canada), Bellingham, Walla Walla, Longview, Wenatchee, Bend, Bremerton and Klamath Falls that 

shopped, dined and spent the night in Corvallis. I imagine there was significant local spending. 

To date (2011). the Corvallis Knights have spent (directly) $24,886.54 on lodging in Corvallis (Hilton and 

Holiday Inn Express) generating nearly $2,500 in hotel tax revenue. The aforementioned figure does not 

account for other visiting team and visitor (parents, family, fans, team execs, VIPs) lodging expenditures 

as a result of Knights' events. 

Please see the attached balance sheet (as of last quarter), and 2010 and 2011 P&L statements. 

Feel free to call or email with any questions, 

Dan Segel 

President 

Corvallis Knights 

(cell) 503-781-7098 

(office) 541-752-5656 

dan.seael@corvalliskni~hts.com 

www.corvalliskniahts.com 



ASSETS 
Current Assets 

GheckinglSaVings 
Checking 

Total CheckinglSavings 

Total Current Assets 

TOTAL ASSETS 

LIABILITIES & EQUITY 
Equity 

Retained Earnings 
Net Income 

Total Equity 

TOTAL LIABILITIES 8 EQUITY 

KNIGHTS BASEBALL 
BALANCE SHEET 
As of June 30,201 1 



Date: July 31,201 1 
To: Administrative Sewices Comm 
From: ,Joan Wessell, Executive Directo 
Subject: Fourth Quarter  Report FY 2010-20 

ASSOClAilONY 

460 SW Madison, Suite 9 
Corvaltis O R  97333 

PO Box f 536 
C:orvaIIir OR 97339 This Downtown Corvallis Association report is to ~ ~ p d a t c  on progress of 

(541) 754-6624 DCA programs that are funded through City of Corvallis Economic 
PAX (541) 758-4723 

w w w . ~ I e w n t t ~ w n c o r v ~ ~ i s . o r g  Development funds: Downtown Economic Enhancement, Downtown 
Image Marketiug. 

Board Members 
Steve Hutchison,, President, 

11s Bank, Downtown 
Elizabeth Croner, Vice-Pres. 
Riverside Window & Door 
Susan UacNeil. Treasurer 
Richard Gretz Goldsmiths 
Steve licssel. Treasurer, 

Downtown Property Owner 
l,es Boudreaux, 

Downtown Property Owner 
Angela Cambern 

Downtown Starbucks. Mgr. 
John Coleman 

Coleman Jewelers 
Cloud Dnvidson, 

Cloud 9 & Downtown DOE 
Randy Joss. 

K E Z I 9  
Jennifer Moreland, 

Zooeys 
Nin Ridley 

The Downtow11 Corvallis Association offers programs that are designed to 
increase an awareness of Downtown a s  well as to draw locals. visitors. 
guests. OSIJ. etc. to Downtown Corvaliis and to increase custotner 
spending in Downtown to help grow the economy. Most of DCA's events 
are offered in response to requests from locals andor  the City. Each 
event/program is created to enhance the comnlunity's livability and to 
strengthen Downtow~i's viability. The vibrancy of our Downtown reflects 
positively on the region and community. 

The Downtown Corvallis Association enioys its good working relationship 
with community econolnic development groups a id  continues working to 
enhance those partnerships and assist those organizations with programs 
The DCA continues marketing Downtown to OSU Administration and 
Studenis to increase their knowledge of  products and services avaiiable in 
Downtown. This awareness helps retaini dollars in the local economy. A 
sampling oEOSU-DCA relationships include: monthly Science Pub 
Corvallis. A Slice of Downtown Corvallis, OSlJ Spirit Week & OSIJ 
Mom's Weekend activities in Downtown. 

Staff 
~oanWessell ,  Image Markctine Campaign: Image Marketing showcases Downtow11 

Executive Director Corvallis to attract customers. The DCA's Image Marketing Campaign 

Ex-Offieio 
City Council 

City Planning 
Corvallis Police Dept. 
Benton County Sheriff 

Benton County Fair 
Corvalfis Fouris~n 

Corvailiu-Benton Chamber 

- - . - 
spotligl~ts Downtown amenities and markets to 'iiarious markets hy 
placement in: HOPE Radio & MOM Magazine, reaching families with 
children:, various wine publications for Rhapsody in the Vineyard: GT's 
Our 'Town for Red White & Blue Riverfront Festival & Rhapsody in the 
Vineyard. and Visit Corvallis' visitor's guide, KEZI-TV. Comcasr, OSli 
Student Guide. OS1.J Barocncter. Bi-Coastal Media. Gazette-'Times. Digital 
City Guide, KSF-10 for general image. and general marketing. Through 
using mixed media. thc DCA can target a broader customer base to 
showcase amenities awaiting customers in Downtown Corvallis! 

'To improvc and promote the ea)nomic, arsthctic and cultural vitcility of Lhwntown Corvallis as a regional cet?ter" 



Downtown Economic Enhancement: 'The significant number of corporate-owned and big box 
stores cropping up on 9" Street and on the Co~vallis scene, increased ortli~ie and tv shopping 
networks are all threats to the state of the I>owntown economy. In order to provide a healthy 
business environment which will allow Downtown businesses success and steady. upward growth. 
here are some of the elements that must exist and that need continued nurturing: 
(1) Downtown businesses MUST be on a level playing iieid with large, corporate-owned stores. 
(2) Downtown must include a healthy mix of businesses and services: 
(3) Business owners need affordable. ongoing. business education opportunities, 
(4) Businesses access to merchandise and services preferred and supported by the community. 
(5) Downtown customers needs conveniellt parking. and 
(6) Businesses MIJST offer incomparable customer service. 
A sampling of business services offered by the DC:A inclucie: recruiting and working with 
prospective husinesscs to identify the PERFECT location for thai particular location. working 
through potential roadblocks or hurtles. orering FREE business workshops; offering ongoing 
networking events (Downtown After Flours and monthly DCA Membership Meetings) to coalesce 
and strengthen the Downtown business community. 

Tile Economic Enhancement Team is currently drafting a plan for the 201 1-12 DCA Seminar 
Series which will inclt~de 6-7 free seminars to help build the Downtown business community's 
business acumen. In an effort to help enhance the community's entire business community, the 
seminars will be free to DCA Members as well as non-Members. 

In an ongoing effort to attract complementary businesses to Downtown, the DCA continues 
working lo connect owners of vacant Downtowi properties with prospective business owners. In 
addition. the DC:A continually markets vacant Downtown space on a DCA flyer: "Downtown 
Vacancies & Opportunities". Through ongoing contacts with Downtown property owners, the 
DCA is able to keep the listing current. ~I'hroug11ou.t the recruitment process, the DCA focuses on: 
(1) cl~tstering Iike businesses. (2) soliciting complementary bosinesses, and (3) making evely effort 
to maintain the healthy Downtown mix. The DCA hand delivers andlor posts Downtown 
recruitment packets, with a follow-up visit by Committee members and the Executive Director 
andlor phone calls, ernails, and personal visits. 'This ongoing contact with the target business 
assures that their business is valued and wiIl he supported in Downtown Corvallis. 

Economic Imorovement District: 'The DCA is satisfied with an 86% collection rate from billings 
for the 2007-201 2 Economic Improvement District, Downtown property owners who voluntarily 
participate in the district provide the crucial funding that allows the IICA lo deliver countless 
val~~abie  services: advocating for Downtown. delivering priceless services to keep Downtown 
vibrant, overseeing and nurturing the upkeep of Downtown businesses and properties, and helping 
to mailllain the vibrancy and health of Downtown's commercial and residential district. 'The DCA 
appreciates City staff for collecting, communicating data. and distributing EID funds. 



The Business Enterprise Center, inc. 

Mid-Wiilomete Voiieyf 
Business Acceler~tor 

"Success Smm Here" 

July 29, 2011 

City of Corvallis 
Attention: 
PO Box 1083 
Corvallis, OR 97339-1083 

Dear Ms. Laurent, 

In accordance with the reporting requirements of the funding agreement between the City of Corvallis 

and The Business Enterprise Center executed on July 1,2010, please accept the following as a summary 

of the activities for the third quarter of FY 10 - 11 ( April - June 2011). 

The Business Enterprise Center (BEC) continues to fulfill it's mission: "To stimulate and support the 

development of emerging businesses resulting in the creation and retention of jobs in the region". The 

BEC is achieving this by engaging in the following activities. 

Providing advisory team for each resident and affiliate client of The BEC. Our advisory teams are 

comprised of one mentor who is on our board of directors and two advisors who may or may not be 

members of The Bec's board of directors. The advisory teams meet regularly with "their mentee 

businesses". The team guides the new business through the start-up and growth process and then on 

to identifying potential funding resources as appropriate. 

The BEC offered training for residents and the business community through our brown bag seminars and 

SCORE workshops each month during the 4th quarter. We continue our efforts to recruit new 

businesses to The BEC and our community and are actively engaged in raising community awareness 

about our organization. We continue managing entity of the Business Is Good Here web site 

www.businessis~oodhere.com . 

The BEC is participating in planning Willamette Innovators Night (WIN 11 ) which will be held in 

November of this year. 

The Edward Lowe Foundation provided a "Jump Start" team to work with a local, "stage two" company 

with positive results. The owner of the company indicated that the assistance was very helpful and 

provided a level of market penetration that they would not have had the capacity to access without the 

"Econimic Gardening" pilot project. He anticipates significant growth over the next 18 months. 

In June the Business Enterprise Center moved to Downtown Corvallis and all of our office spaces are 

full. 



Beginning in July The BEC took over as the interim Manager of The CMAIP & €2 and is now the point of 

contact for economic development inquiries for our community. Also in July, the Executive Director 

(Kathleen Hutchinson) moved onto the board and took a new position with another non-profit. 

Please contact me if  you have any questions or require further information (541) 760-2529 

Thank you for your continued support of local entrepreneurs &economic development! 

Regards, 

Kathleen Hutchinson 

Executive Director - Business Enterprise Center 



To: Ken Gibb 
From: Bruce Hecht 
Date: July 29, 201 1 
Subject: Natural Step Network Economic Development Grant 4th Quarter Report FY 10-1 1 

Finances: 
During the period from March 3 IS' to June 30" we completed 34 hours of labor and had no expenses. At our 
contract-billing rate we have spent $680.00 for work associated with our submitted plan this quarter. Year to 
date expenditures are $4,110.22 or 103% of total grant monies with 100% of the contract period completed. 
We will use our general fund to pay for the hours that exceed our grant amount of $4,000. 

Here is an update on our work in alignment with our submitted 1 adjusted plan: 

Support retention, expansion and development of professional service, commercial and manufacturing 
jirms that are compatible with the community and that provide for a diverse economic base. 

* We completed Food Biz Boot Camp 201 1 and are finalizing the documentation of the workshop so it can 
be executed more easily in the future by other organizations. LBCC is currently in discussion with 
Portland Community College to determine how it might be integrated into their Food Science programs. 
In partnership with the Western Cascade Council of Governments we have developed an extensive 
spreadsheet of resources for participants, workshop developers and others interested in the develop~nent 
of small to medium size food enterprises. This data is available through Pam Silbernagel at the COG. 

Supportfinancial and technical assistanceprograms that are available to business startups, small 
business development, local product development and environmentally responsible modernization 

We continue to host a garden nursery peer learning with business owners in our region. The project they 
have taken on is the development of a sustainability certification for landscape and garden nurseries. This 
certification will be a useful tool for improving their sustainability as an organization as well as a 
marketing tool to let the public know about the positive effects of their business. This group consists of 
the owners of all the garden nurseries in the Corvallis area with leadership being provided by Jeff Cope 
of HomeGrown Gardens. The peer learning group also provides a venue to promote collaboration of this 
business sector. 
Oregon State is currently evaluating several solar hot water projects for their swimming pools and other 
domestic hot water use. We provided information and analysis to assist in the sub-contractor selection 
process for these projects. 
We were invited and participated in HP's World Environment Day to share information about a science 
based sustainability framework, The Natural Step. 

Facilitate partnerships with public, non-profit, educational and private sector organizations to maximize 
the effeiveness of economic development resources. 

* The new and improved "Buy Local" project, an outcome of the Economic Vitality Action Team (EVAT), 
is moving forward under the leadership of the Sustainability Coalition. Corvallis Natural Step will be 
stepping down from the leadership position of the EVAT. The coalition is currentlylooking for new 
leadership for this team. 

* We hosted a webinar titled "Enlisting Others: Bringing About Participation in Sustainable Community 
Planning" by Sarah James. Sarah James is co-author of the award-winning book Natural Step for 
Communities: How Cities & Towns Can Change to Sustainable Practices. She is a planner and co-author 
of the American Planning Association's Policy Guide Planning for Sustainability, which was adopted by 
the APA in 2000. She is also a co-founder of the North American Eco-Municipality Network and Co- 



Director of the Institute for Ecomunicipality Education & Assistance. The webinar introduced particular 
approaches to designing a participation strategy that can involve citizens from all walks of life to provide 
a diversity of perspectives in community sustainability planning. We had one city councilor in attendance 
at the webinar. We can make the slides from the presentation available on request. 

One of the projects that came of out of the Economic Vitality Action Team was to explore the impact of 
finite resources on our local economy and to use those ideas to better understand how to keep our local 
economy stable during difficult times. We have started the conversation by hosting a book discussion of 
"Prosperity Without Growth" by Tim Jackson, a UK economists. We completed the third discussion 
group with the possibility of a fourth group s t a h g .  If you have not read this book we recommend you 
do so as it does an excellent job of laying out the challenges as well as ideas and possibilities for creating 
a prosperous community. 

Thank you for the opportunity over the past 8 years to be able to provide sustainable economic developrnent 
services to our community. It has been a wonderful opportunity for our organization. The support and 
confidence in our efforts is recognized and appreciated. 

Sincerely, 

Bruce Hecht and Maureen Beezhold 



MEMORANDUM 

From: Ken Gibb, Community Development Directo 

To: Administrative Services Committee (ASC) 

Date: September 14, 201 1 

Re: Yearly Review of Land Use Application Fees 

1. - Issue 

Each year, the City Council conducts a review of Land Use Application Fees. State law requires 
these fees to be based on the actual or the average cost of processing such applications. 
Corvallis has been basing fees on the average cost since at least 1998. The average costs are 
based on the funding for Current Planning in the Community Development Department's budget 
and an analysis of the efforts associated with each type of application. This year's update is 
presented below, and further direction is requested. 

II. - Background 

Each time Land Use Application Fees are updated, an analysis is conducted to determine the 
average number of land use actions considered and the associated level of effort. Dividing the 
cost of providing the service by this yearly level of effort allows the average cost to be determined. 
The 2008 analysis included calendar years 2000 through 2007 (eight years). However, in 2009 
staff proposed, and the City Council endorsed, a methodology that incorporated a five year "rolling 
average." For this reason, the following analysis is based on Planning Division data from 2006 
through 2010 (see Table 1). 

For each type of Land Use Application, staff have determined a relative level of effort. The most 
complex application type is the Annexation. This has been given a level of effort of 1.0. The 
various types of actions associated with Planned Developments range from a 0.25 level of effort 
for a Minor Modification to a 0.85 level of effort for a combined Conceptual and Detailed 
Development Plan. A standard Zone change is 0.4, and a standard Subdivision is 0.7 (see Table 
1). Table 1 calculates the average number of each application type that is processed per year 
over the five year period. This is done in order to minimize pronounced trends that may occur on 
an annual basis (for example, 39 Historic Preservation Permits were processed by the Historic 
Resources Commission in 2009, which is a sharp increase from prior years). The average 
number of each type of application is multiplied by the associated level of effort for that application 
type, to determine average yearly units of effort for each type of application. These numbers are 
totaled. In this year's analysis, 29.19 average yearly units of effort were calculated for Special 
Development applications (generally these are applications that would require a public hearing), 
and 5.4 average yearly units of effort were calculated for General Development applications 
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(generally, these are Staff-level review items). The two numbers are then added for a total of 
34.59 average yearly units of effort. The total average yearly units of effort is then divided into 
the cost of providing the Land Use Application review effort in order to determine the cost of one 
unit of effort. This information is shown in the small shaded rectangle towards the bottom of Table 
1. 

Once the cost for one unit of effort is determined, the costlunit is then multiplied by the level of 
effort for each application type to determine the average cost for each type of Land Use 
Application (see Table 2). For this year's update, the cost for the review of Land Use Applications 
is based upon the FYI 0-1 1 budget for Current Planning, with the recognition that 2.75 Planner- 
level FTE were dedicated to current planning over that time period. (Last year, 3.5 FTE were 
dedicated to current planning. The reasons for the reduced allocation of FTE to current planning 
over the past year are discussed later in this staff report). 

Prior to 2008, the Council's cost-recovery policy for Land Use Application Fees was to recover 50 
percent of the Community Development Department's average costs for processing these 
applications. Costs associated with the development review activities of the Public Works, Parks 
and Recreation, Fire, and Police Departments have never been included in the fees. Additionally, 
the cost of the time spent by Public Works Engineering Staff and City Attorneys in the 
development of staff reports, formal findings, and other materials is not captured under the current 
methodology. 

In 2008, the City Council made a change to its cost-recovery policy for Land Use Applications, and 
consequently, the 2008 fees were designed to recover approximately 60 percent of Land Use 
Application processing costs. Staff were also given direction that each year, fee increases were 
to be considered such that after the fifth year, 100 percent of these costs would be recovered. 
In 2009, the City Council increased the cost recovery ratio to 70%. In 2010, the City Council 
decided to maintain the 70% cost recovery ratio for 201 1. Direction is needed in regard to this 
year's fee adjustment. Should the fees be designed to recover 70% or 80% of Land Use 
Application processing costs? Further information is presented in this memo regarding the 
methodology used by staff to determine proposed fees, as well as an analysis of recent land use 
application trends and fees charged by comparator Oregon cities. 

Staff have created a series of tables to show how this year's process affects Land Use Application 
Fees. Table I provides data regarding land use applications processed in calendar years from 
2006 to 2010. Based on that information, Table 1 then calculates the average yearly units of 
effort expended per application type and also totals the average yearly units of effort expended 
(34.59 units of effort). This number is then divided by the total estimated costs of current planning 
services to provide a cost per unit of effort ($18,628 per unit of effort). 
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Table 2 incorporates 201 0 land use application and current planning cost data to arrive at a figure 
for 70% of the average cost of each application type. As noted in the data in the right-hand 
column, this generally represents an 8% cost increase over this year's application fees in order 
to maintain the 70% cost recovery ratio that was approved by the City Council last year. It should 
be noted that the 70% of average cost figures shown on Table 2 will not correspond in all cases 
to the 70% cost recovery fee schedule shown on Table 5. This is because, for many application 
types, per-unit add-on fees will be added to the base fee in order to arrive at 70% cost recovery. 

Similarly to Table 2, Table 3 incorporates 2010 land use application and current planning cost 
data to arrive at a figure for 80% of the average cost of each application type. As noted in the 
right-hand column, this generally represents a 24% cost increase over this year's application fees 
in order to continue the Council's direction to increase land use application fees 10% each year 
until 100% cost recovery is achieved. As with Table 2, the 80% average cost figures shown on 
Table 3 will not correspond in all cases to the 80% cost recovery fee schedule shown in Table 6, 
for reasons explained above. 

Table 4 is provided for comparative purposes and shows the current land use application fee 
schedule for 2010. 

Table 5 illustrates the land use application fee schedule that would be put in place in 2012 if the 
Council decides to maintain the current 70% cost recovery ratio. The cost increase per 
application would be approximately 8% above current fees. Per-unit add-on costs have been 
calculated such that the "average" scale application will achieve 70% cost recovery. Smaller 
applications will pay proportionately less and larger applications will pay proportionately more to 
reflect the relative levels of effort (and cost) of small and large applications. 

Table 6 illustrates the land use application fee schedule that would be put in place in 2012 if the 
Council decides to increase the cost recovery ratio from 70% to 80%. The cost increase per 
application would be approximately 24% above current fees. Per-unit add-on costs have been 
calculated such that the "average" scale application will achieve 80% cost recovery. Smaller 
applications will pay proportionately less and larger applications will pay proportionately more to 
reflect the relative levels of effort (and cost) of small and large applications. 

Table 7 provides information regarding typical land use application fees currently charged by 
comparator cities in Oregon. Additionally, Table 7 provides information regarding what current 
Corvallis fees would be for the same applications, along with fees at the 80% cost recovery ratio 
and our estimate of the total cost of such applications. 

A number of trends are evident from a close review of the tables. Generally, the number of 
applications received per year has declined from 2006 to 2010, with 96 in 2006, 70 in 2007, 84 
in 2008, 83 in 2009, and 54 in 2010. Certainly, the recent downturn in the economy is likely one 
factor that reduced application numbers. Another factor to note is the adoption of the new Land 
Development Code in December of 2006. The Planning Division experienced a flurry of land use 
applications prior to adoption of the new code from applicants seeking to develop under the "old" 
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rules, and a relative paucity of applications in the year following adoption (2007). Additionally, 
because the 2006 Land Development Code was developed to provide a "clear and objective" path 
for development proposals that comply with all applicable code standards, it is anticipated that the 
number of discretionary land use reviews will be reduced. This may also partially account for the 
decrease in the number land use applications received over the past five years. 

Changes to the City's Historic Preservation Program over the past five years are also reflected 
in land use application permit data. Six months prior to the adoption of the updated Land 
Development Code, in June of 2006, the City adopted revisions to LDC Chapter 2.9, which 
restructured the City's Historic Preservation program, and formed the Historic Resources 
Commission (HRC) as a quasi-judicial decision-making body. Prior to this, all decisions by the 
Historic Preservation Advisory Board (HPAB) were recommendations to the Community 
Development Director. This explains why the number of Director-level historic preservation 
permitsfell markedly between 2006 and 2007, and why quasi-judicial historic preservation permits 
began to appear in 2006. The sharp increase in quasi-judicial historic preservation permits in 
2009 is due in part to the establishment of a historic district on the OSU campus in June of 2008. 

Staffing demands in current planning have stayed relatively constant over that time period. The 
main reason for this is that the adoption of the new Land Development Code in 2006 has resulted 
in a higher level of complexity for nearly all land use applications. For example, Planned 
Development applications now must address Pedestrian Oriented Design Standards, Natural 
Features, and Natural Hazard provisions, if applicable to the subject development site. These are 
just some of the new standards that were added into the 2006 Land Development Code, for which 
one of the goals was to establish clear and objective decision criteria. These decision criteria are 
necessarily more detailed than past code language, which was more discretionary. The result is 
that most land use applications are more complex than they were prior to 2006. Because the 
relative effort required of each application type is basically the same in relation to the most 
complex application type (annexations) under both the old code and the new code, the "relative 
effort" proportions shown on Table 1 have not fundamentally changed since 2005. What has 
changed is that nearly all application types (with the possible exception of Lot Line Adjustments) 
take more staff time to process and are more complex than they used to be. 

Notwithstanding those observations, Staff resources dedicated to current planning were 
reallocated in 201 0 from approximately 3.5 FTE to 2.75 FTE, in response to the reduced volume 
of land use applications during that time. Staff that would have otherwise been engaged in 
current planning work have been working on other projects, such as the 201 0 Land Development 
Information Report, Land Development Code Amendments to Chapter 2.9 (Historic Preservation), 
an update to the Airport Industrial Park Master Plan (in progress), and Benton County's Health 
Impact Assessment Project. This reallocation of resources should not be perceived as a 
permanent restructuring of the Planning Division, and the FYI 1-12 Budget continues to reflect 3.5 
FTE in current planning, because this is believed to be the minimum level of staffing necessary 
in current planning to process land use applications in a robust economy. It has been difficult to 
forecast the number of land use applications submitted in recent years. For example, it remains 
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to be seen whether the current high level of interest in developing multi-family housing in the 
community will translate into a high volume of land use applications in the near future. 

A trend noted last year that continues this year is the high proportion of current land use 
applications for which costs are not recovered at the 70% level. In 2010, Historic Preservation 
Permits (HPPs) and appeals of land use decisions represented a large proportion of the total 
number of land use applications submitted (67% of Special Development applications, and 43% 
of all submitted land use applications). Consistent with Council direction, the Planning Division 
charges no fees for HPPs. The City Council established a new fee for appeals of land use 
decisions last year (10% of the base fee for the decision being appealed for most appeals); 
however, given the estimated average total cost of $1 1,177 to process an appeal, the 10% appeal 
fee collects significantly less than 70% of the cost. Because of this, it should be noted that 
although land use application fees cover some current planning costs at the City, they do not in 
reality come close to the 70% cost recovery level. It should also be noted that many of the current 
planning functions, such as answering public inquiries regarding the City's land use regulations, 
staffing pre-application meetings, and providing feedback to potential applicants regarding 
development projects that may be processed at a building permit level, or which may never make 
it to the land use application stage, are not supported by land use application fees, but by general 
fund resources. 

Table 2 shows that in order to maintain the 70% cost recovery level, an 8% increase in fees is 
necessary. This increase in costs is largely attributable to increased personnel costs for the 
current planning function within the Planning Division. Personal service costs account for 
approximately 90% of the Planning Division's annual budget. It is important to note that these 
costs were arrived at in relation to the FYI 0-1 1 Planning Division budget, not the FYI 1-12 budget, 
which assumes no cost of living or benefit increases. Table 3 calculates land use fees at the 80% 
cost recovery level, based on the City Council's prior direction to increase fees by 10% increments 
until 100% cost recovery is reached. The 80% cost recovery schedule (Table 6) represents a 
24% increase in land use application fees from the 201 1 fee schedule. 

Table 7 shows how the City's current land use application fees (as well as proposed 80% cost 
recovery fees and estimated actual costs) compare to the fees of other jurisdictions in Oregon for 
selected land use applications. Generally, the City's current- and 80%-cost-recovery-level-fees 
are below the average of the fees charged by the other jurisdictions. In some cases, the City's 
current and proposed fees are well below the average. One anomaly is also notable: Corvallis' 
current and proposed fees for Conditional Development applications exceed the average charged 
by other cities. One possible explanation for this is that our decision criteria for conditional 
developments may be more rigorous than those criteria that otherjurisdictions apply to conditional 
developments. This could explain the higher effort and cost that we ascribe to conditional 
development applications. As can be seen from Table 7, some of the selected cities are much 
more aggressive in setting fees to cover costs than others. For this reason, in some land use 
application categories, there is a significant difference between average and median land use 
application fees. Consequently, of the six land use application types that are surveyed, current 
Corvallis land use application fees are above the median cost for a Comprehensive Plan Map 
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Amendment, Annexation, and Conditional Use Permit, but below the median cost for a Zone 
Change, Residential Planned Development and Subdivision, and regular Subdivision. 

It should also be noted that most of the comparator cities did not raise their fees significantly 
between last year and this year, with the exception of the City of Bend and the City of Albany. 
Albany has increased its land use application fees by 3.6% above last year's level, as of July 1, 
201 1. 

Ill. Direction Requested - 

With past reviews of Land Use Application Fees, the Administrative Services Committee has 
asked staff to prepare fees based on direction given at an initial meeting and then to provide 
notice to the general public and the development community of an Administrative Services 
Committee meeting to allow review and comment on those proposed fees. Staff are prepared to 
follow this process again this year. Based on the information presented in this memo, staff have 
identified three options, which rely on the five-year averaging of Land Use Application data. 
These options are as follows: the continuation of 70 percent cost-recovery, with an increase 
based on increased costs for FY10-I 1; an increase to 80 percent cost-recovery, including an 
increase based on costs for FY10-11; or maintaining the current 201 1 fee schedule, with no 
adjustment for increased costs in FY 10-1 1. 

Based on direction from the ASC, Staff will prepare and distribute a notice for publication and 
distribution to the public and to the development community regarding an upcoming ASC meeting 
at which public comment regarding the proposed fees will be heard. Following that meeting, Staff 
will make any ASC-recommended adjustments to the fee schedule for presentation to the full City 
Council. 

Review and Concur: 

Ellen Volmert, City Manager Pro Tern Nancy B ew r, Finance Director u 
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Description 

Land Development Code Text Arne 

~ o t a l /  1 96 / 70 1 84 1 83 ( 54 / 77.40 1 29.19 

Expenditures Allocated to  Current Planning $644,256 
Total Yearly Units of Effort Expended 34.59 
Cost per unit $ 18,628 

* Major LDO option began in 2009 I 



Table 2- Land Use Application Fees - 70% Cost Recovery 
Averages # of appllcatlons over the 

Description 

Special Development (S) 
Appeal 
Annexation* 

Health Hazard Annexahon (Minor) 

Comprehensive Plan Amendment 

Conditional Development* 
Modiiicat~on to CD*" 

District Change 
HPO 

Health Hazard (wl  Minor Annexation) 
Adrn~n~strat~ve 

Planned Development (Total- all PD Types) 

Conceptual Development Plan* 
Deta~led Development Plan* 
Deta~led Dev Plan w/ Conceptual* 

Major Mod~iicat~on to PD* 
PD Null~iicat~on 
M~nor Modlficar~on 

Non-Residentla1 Tentative Plat* 

Modlficat~on to Tentatwe Plat (New Act~on) 

Major Replat* 
Resldentral (Adrn~nrstrat~ve)' 

Extension of Services 

H ~ s t o r ~ c  Preservation Permit 
D~rector-level 

Director's Interpretation 

Land Development Code Text Amendment 
Total 

IGeneral Development (G) I I Ave. t Done I Effon I ~ r l ~ .  Effor 

1 I 

* Base Fee does not represent 70% of cost because per unit fees are added to these application types to arrive at 70% cost recovery 
* Major LDO option began in 2009 
***Fee does not represent 70% of average cost, but has been increased commensurate with other fees since the 
establishment of the CD Modification process. 

Cost / 70% of cost1 Current Fee ( lncrease 

Minor Replat 
Lo t  Development Option 
Major Lot Development Optionh 
Lot  Line Adjustment 
Partition 

Plan Compatibility Review 

Totals: 

past 5 years 

Average # Done 
(2006-2010) 

6 40 
0 60 

0 40 

0 60 

3 80 

2 20 

3 00 

0.20 
0 40 
1 25 

12 40 

0 00 
0 40 

3 40 
3 00 

0 00 
5 60 

3 80 

0 20 
0 60 

1 50 

0 00 

26 00 

11 60 

1 40 

1 60 
77.95 

9.25 
18.25 
3.50 

8 00 
5 00 
3 00 

47.00 

the 70% 

Avg. 
Yearly 

Units of 
Effort 

3 84 
0 60 
0 08 

0 51 

2 66 
0 55 

1.20 
0 04 

0 04 
0.25 

0 00 

0 32 
2 89 

. 225  
0.00 

1 40 

2 66 

0 05 
0.36 
0 98 

0 00 

6 50 

116  

0 21 

0 64 
29.19 

and rna~nta~ns 

Relative 
Effort 

0 60 

1 00 
0.20 

0 85 

0 70 
0.25 

0 40 

0.20 
0 10 
0 20 

0 75 
0 80 
0 85 

075 

0 40 
0.25 

0 70 
0 25 
0 60 

0 65 

0 70 

0 25 

0 1 

0 15 

0 40 

0 1 
0 1 
0 3 

0 025 

0 25 
0 05 

cost-recovery 

Average 
Cost (Effort 
* Unit Cost) 

$11,177 
$ 18,628 

$ 3,726 

$15,834 

$ 13,040 
$ 4,657 

$ 7,451 
$ 3,726 
$ 1,863 
$ 3,726 

$ 13,971 
$ 14,902 
$ 15,834 

$ 13,971 
$ 7,451 
$4,657 

$ 13,040 

$4,657 

$ 11,177 
$ 12,108 

$ 13,040 

$ 4,657 
$ 1,863 

3 2,794 

$ 7,451 

0 93 
1.83 
1.05 
0.20 

1.25 
0 15 

5.40 

approved 

70' Of 

Average 
Cost 

$7,824 

$ 9,073 
$ 2,608 

$11,084 

, $ 6,857 

- $ 2,796 

$ 5,216 

$2,608 

- $ 1,304 
$2,608 

$ 7,347 

$7,,838 
$ 8,328 

$7,347 
'$ 5,216 
$3,260 

$ 6,857 
$ 3,260 

$7,809 
$ 6,368 

, $ 9,128 

'$ 3,260 
$ 1,304 

$ 1,956 

$ 5.216 

$ 1,863 
$ 1,863 
$ 5,588 

$ 466 

$4,657 
$ 931 

In 2009 

Current Base 
Fee 

varres 
$ 8,401 
$ 2,410 

$10,244 
. a  

'$ 6,349 
$:2,589' 

$ 4,820 
- nofee 

$ 1,205 
$ 2,410 

$ 6,803 

$7,257 

$ 7,711 
$6,843 

$4,820 
$ 3,013 

$'6,349 

; $ 3,013 
$ 7,231 
$ 5,896 

. . 

$ 8,*36 

$ 0  

$ 0  

$ 1,808 

$ 4,820 

Percent 
Increase 

N A 

8% 

8% 

8% 
- 

8% 

8% 

8% 

8% 

8% 

8% 

8% 

8% 

8% 

8% 

8% 

8% 

8% 

8% 

8% 

- - 8% 

N A 
'NA 

8% 

8% 

$ 1,304 
$ 1,304 
$ 3,912 

- $-326 

,$ 3,260 
$652 

- $ 1,205 
$ 1,205 
$-3,615 

- $ 301 
$ 3,'013 

$ 603 

8% 

8% 

- 8% 

' 8% 

8% 

8% 



11General Development (G) 

Table 3- Land Use Application Fees - 80% Cost Recovery 

I Ave. li Done I Effort I Yrly Effort I Cost / 80% of Cost/ c jPFl l  

Averages # of appllcatlons over 

Description 

Special Development (S) 
Appeal 
Annexation 

Health Hazard Annexation (Minor) 

Comprehensive Plan Amendment 

Conditional Development 
Mod~ficat~on to CD*** 

District Change 
HPO 

Health Hazard (wl Minor Annexation) 
Adminlstratlve 

Planned Development (Total- all PD Types) 
Conceptual Development Plan 
Deta~led Development Plan 
Deta~led Dev Plan w/ Conceptual 
Major Mod~ficat~on to PD 
PD Nullificat~on 
M~nor Mod~fication 

Tentative Plat 

Modification to Tentat~ve Plat (New Action) 
Major Replat 
Admin~stratlve 

Extension of Services 

Historic Preservation Permit 
Director-level 

Director's Interpretation 

Land Development Code Text Amendment 
Total 

Expenditures Allocated to Current Planning 

I 
* Base Fee does not represent 80% of cost because per unit fees are added to these application types to arrive at 80% cost recovery 
** Major LDO option began in 2009 
***Fee does not represent 80% of average cost, but has been increased commensurate with other fees since the 
establishment of the CD Modification process. 

Total Yearly Units of Effort Expended 34.59 
Cost per unit 

the past 5 years 

Average # Done 
(2006-2010) 

6 40 
0 60 

0 40 

0 60 

3 80 
2 20 

3 00 

0 20 

0 40 
1 2 5  

12 40 
0 00 

0 40 

3 40 
3 00 

0 00 
5 60 

3 80 

0 20 
0 60 

1 50 

0 00 

26 00 

11 60 

1 40 

1 60 
77.95 

Minor Replat 
Lot Development Option (Minor) 
Major Lot Development Option** 
Lot Line Adjustment 
Partition 
Plan Compatibility Review 

Totals: 

and prov~des the 80% 

Relative Effort 

0 60 

1 00 
0 20 

0 85 

0 70 
0 25 

0 40 
0 20 

0 10 
0 20 

0 75 
0 80 

0 85 

0 75 
0 40 

0 25 

0 70 

0 25 
0 60 

0 65 

0 70 

0 25 

0 1 

0 15 

0 40 

9 25 
18 25 
3 50 
8 00 
5 00 
3 00 

47.00 

cost-recovery 

Avg. Yearly 
Units of Effort 

3 84 
0 60 

0 08 

0 51 

2 66 
0 55 

1 20 

0 04 

0 04 
0 25 

0 00 

0 32 
2 89 

2 25 
0 00 

1 40 

2 66 

0 05 

0 36 
0 98 

0 00 

6 50 

1 1 6  

0 21 

0 64 

29.19 

0 1 
0 1 
0 3 

0 025 
0 25 
0 05 

to be considered 

Average Cost 
(Effort * Unit 

Cost) 

$ 11,177 
$ 18,628 

$ 3,726 

$ 15,834 

$ 13,040 
$4,657 

$ 7,451 

$ 3,726 
$ 1,863 

$ 3,726 

$ 13,971 

$ 14,902 
$ 15,834 

$ 13,971 
$ 7,451 

$4,657 

$ 13,040 

$4,657 

$ 11,177 
$ 12,108 

$ 13,040 

$4,657 
$ 1,863 

$ 2,794 

$ 7,451 

0 93 
1 83 
1 05 
0 20 
1 25 
0 15 
5.40 

for 2012 

80% of 
Average 

Cost 

$8,941 

$ 10,417 
$ 2,980 

$ 12,667 

$7,873 
$ 3,210 

$ 5,961 
$ 2,980 

$ 1,490 
$2,980 

$ 8,436 

$ 8,999 

$ 9,562 
$ 8,436 

$ 5,961 
$ 3,726 

$7,873 
$ 3,726 

$ 8,966 

$ 7,311 

$ 10,432 

$ 3,726 

$ 1,490 

$ 2,235 

$ 5,961 

$ 1.863 
$ 1,863 
$ 5,588 

$466  
$ 4,657 

$931  

Current 
Base Fee 

varies 
$ 8,401 

$2,410 

$10,244 

$6,349 

$ 2,589 

$4,820 
no fee 

$ 1,205 
$2,410 

$6,803 

$7,257 

$7,711 
$6,803 

$4,820 

$3,013 

$6,349 

$ 3,013 

$7,231 
$5,896 

$ 8,436 

$ 0  
$ 0  

$1,808 

$4,820 

$ 1,490 
$ 1,490 
$ 4,471 

$373 
$ 3,726 

$745 

Percent 
Increase 

NA 

24% 
24% 

24% 

24% 
24% 

24% 

24% 

24% 

24% 

24% 

24% 

24% 
24% 

24% 

24% 
24% 

24% 

24% 

24% 

NA 
NA 

24% 

24% 

- -  
$1,205 
$1,205 
$3,615 

$ 301 
$3,013 

$603 

24% 
24% 
24% 
24% 
24% 
24% 



Table 4 - Current (201 1) Land Use Application Fees1 
Table 1: Special Development (70% Cost Recovery, unless otherwise Per Unit 
noted) I Base Fee I Add-on 

Annexation (with per acre add-on) 

I Major 1 $8,401 1 $122 

I Administrative 

I Residential (per acre add-on) $75 

I Non-residential (per acre add-on) 1 $6,803 1 $75 

I Non-residential (per 100 sq. ff. add-on) 1 $7,711 1 $9 

( Non-residential (per 100 sq. ff. add-on) 1 $6,803 1 $8 

Major Modifcation to P.D. 

( Residentla1 (per lot add-on) 

P.D.  Nullificat~on 1 $4,8201 

Minor Modification 

$6,803 

I Residential (Adrnin.) 

$41 

I D~rector-level (0% cost recovery/5-yr. average) I n o f e e l  

Historic Preservation Permit 

I HRC-level (0% cost recovery/5-yr average) 

Director's Interpretation 1 $1,808 1 

no fee 

Land Development Code Text Amendment 1 $4,820 1 
Extension of Services 



Lot Development Option (Major) 

Notes 

I .  Deposit - With the exception of appeal fees and historic preservation permits, 
Special Development land use applications (Table I) shall be submitted with a 
$1,000 deposit. General Development land use applications (Table 2) shall be 
submitted with a $1 00 deposit. Following a determination of the actual extent of the 
request, the remainder of the fees shall be charged to the applicant. Applications 
shall be deemed incomplete until all fees have been paid. 

Concurrent Application Fees -Where development requires concurrent actions, the 
largest of the fees determined from Table 1 or Table 2 shall be charged, and 75 
percent of the fee for each additional action shall be charged. 

2. For appeals of concurrent applications, a percentage of the single highest base fee 
shall be charged, without inclusion of add-on fees. 



Table 5 - 70% Cost Recovery Land Use Application Fee Schedule' (2012) 
Table 1: Special Development (70% Cost Recovery, unless otherwise Per Unit 
noted) I Fee I -Add-on 

Recognized Neighborhood Association 

I Maior 1 $9,073 1 $132 

Conditional Development (including Willameffe River Greenway CD) 

Mlnor (including Health Hazard) 

Comprehensive Plan Amendment 

I Residential (per acre add-on) 1 $7,347 1 $8 1 

$2,608 

$1 1,084 

I Non-residential (per acre add-on) 1 $7,3471 $81 

Detailed Development Plan 

-- 

I Non-residential (per I00 sq. R add-on) 1 $8,328 1 $10 

Res~dential (per lot add-on) 

Non-residential (per 100 sq. ff add-on) 

Conceptual and Detailed Development Plan 

( Residentla1 (per lot add-on) 

Major Modification to P.D. 

I Residential (per lot add-on) 1 $7,347 1 $44 

$7,838 

$7,838 

$8,328 

/ Non-residential (per 100 sq. ft. add-on) 1 $7,347 1 $9 

$47 

$9 

$50 

-- r Major Replat 

P.D. Nullification 

M~nor Modificat~on 

Subdivision Tentative Plat 

Non-residential 

Modificabon 

I Residential (Admin.) 1 $6,368 1 $38 

Historic Preservation Permit 

$5,216 

$3,260 

$6,857 

$3,260 

I HRC-level (0% cost recoveryl5-yr. average) 1 n o f e e l  

$41 

I Director-level (0% cost recove/y/5-yr. average) I no fee I 
Director's Interpretation 1 $1,9561 

Land Development Code Text Amendment 1 $5,216 1 
Extension of Services 1 $9,128 1 



Notes 

1. Deposit - With the exception of appeal fees and historic preservation permits, 
Special Development land use applications (Table I) shall be submitted with a 
$1,000 deposit. General Development land use applications (Table 2) shall be 
submitted with a $1 00 deposit. Following a determination of the actual extent of the 
request, the remainder of the fees shall be charged to the applicant. Applications 
shall be deemed incomplete until all fees have been paid. 

Concurrent Application Fees -Where development requires concurrent actions, the 
largest of the fees determined from Table 1 or Table 2 shall be charged, and 75 
percent of the fee for each additional action shall be charged. 

2.  For appeals of concurrent applications, a percentage of the single highest base fee 
shall be charged, without inclusion of add-on fees. 



Table 6 - 80% Cost Recovery Land Use Application Fee Schedule' (2012) 
Table 1: Special Development (80% Cost Recovery, unless otherwise Per Unit 
noted) I Base Fee I Add-on 

I Minor (including Health Hazard) 1 $2,980 1 
Comprehensive Plan Amendment 1 $12,667 ( 
Conditional Development (including Willametfe River Greenway CD) 

I Residential (per lot add-on) 1 $7,873 1 $47 

1 Non-residential h e r  100 sq. ft. add-on) 1 $7,873 1 $9 

r~on-residential (per acre add-on) 1 $8,436 ( $91 

1 Non-residential (per 100 sq. ff. add-on) 1 $8,999 1 $1 1 

I 

Detailed Development Plan 

( Residenbal (per lof add-on) 

I I I 

Conceptual and Detailed Development Plan 

$8,999 

r~es iden t i a l  (per lot add-on) 

$53 

Residentla1 (per lot add-on) 

Non-res~dent~al (per 100 sq. ft add-on) 

Major Modificatlon to P.D. 

1 Non-residential (per 700 sq. ft, add-on) 1 $8,436 1 $1 0 

P.D. Nullif~cation ( $5,961 1 

$9,562 

$9,562 

Mlnor Modification 1 $3,7261 

$56 

$1 1 

I I 

Subdivision Tentative Plat 

- - 

Land Development Code Text Amendment 

Director-level (0% cost recovery/5-yr. average) 

Director's Interpretation 

Extension of Services 

no fee 

$2,235 



Table 7 - Land Use Application Review Fees Update 
Selected Special Development Fee Comparisons 

Jurisdiction 

I (avg., not per unit) 1 

1 Combined Conlprehensive Plan / Zone Map Amendment Application Fee is $4,324 
' Co~nbined Co~nprellensive Plan I Zone Map Arnend~nent Application Fee is $4,324 
3 Approximate fee. Actual fee depends on locatio~i I type of annexation. Also, fee of only $100 applies for property with single home that has failing septic systelil or 
inadequate well. 

Lesser fee may apply depending on type of use, whether use is in existing or new building, if Design Standards apply, and whether TIA is required 
Assumes Traffic Impact Analysis is required 
Assumes Traffic Impact Analysis is required 

7 City of Bend Planning fees are subject to an additional 14% surcharge to fund long range planning. Additional charges apply for applications requiring Hearings Officer 
review (+HO) and developlnent of legal agree~nents (+LA). 

Gresham has provisions for "Community Services" ratlier than "Conditional Uses". "Type I11 Coin~nunity Services" include uses such as schools, hospitals, and child care 
facilities, which are similar to Conditional Uses allowed by the Corvallis Land Development Code. 
9 Includes C o ~ ~ i p  Plan / Zone Changes and Voter Publication Costs 
10 Springfield utilizes "Cluster Subdivision Developine~it" option rather than Pla~med Development. No fee difference fi-om conventional subdivision development. 
Springfield Planning fee also i~lcludes Public Works review fees. 
11 Average does not include Salem, which has hourly fee. 



Notes 

Table 2: General Development (70% Cost Recoveryl 

Minor Replat 

Lot Development Option (Minor) 

Lot Development Option (Major) 

Lot Line Adjustment 

Partition 

Plan Compatibility Review 

Vacation 

Sign Permit 

Sign Variance 

I .  Deposit - With the exception of appeal fees and historic preservation permits, 
Special Development land use applications (Table 1) shall be submitted with a 
$1,000 deposit. General Development land use applications (Table 2) shall be 
submitted with a $1 00 deposit. Following a determination of the actual extent of the 
request, the remainder of the fees shall be charged to the applicant. Applications 
shall be deemed incomplete until all fees have been paid. 

$1,490 

$1,490 

$4,471 

$373 

$3,726 

$745 

$1,494 

$71 

$3,736 

Concurrent Application Fees -Where development requires concurrent actions, the 
largest of the fees determined from Table I or Table 2 shall be charged, and 75 
percent of the fee for each additional action shall be charged. 

2. For appeals of concurrent applications, a percentage of the single highest base fee 
shall be charged, without inclusion of add-on fees. 



iAdi~ristrative Services Committee TO: 

FROM: 

SUBJECT 

I. Issne 

To review and accept the Fourth Quarterly Operating Report for Eii 10-1 1. 

11. Discussion 

The Fourtlz Quarterly Operating Report (QOR) has been published on the City's web site and is avadable for review. 
Total revenues at the end of the Fourth quarter of the fiscal year were at nearly 87% of budgeted total revenues, prior to 
ffi~al grant accruals. The City is currently in tlze middle of the year-end close period, wlzen revenues are still being 
accrued to Fk' 10-11 and internal service funds are being balanced and refunds of excess fund balances are being 
calculated and transferred. As a result, the income statemelzts included in k s  QOR are not final for the fiscal year; most 
hlzds are expected to show some improvement as year-end close is completed in September. 

Operating expenQtures across departments were rouglzlj~ as expected and vely co~nparable to prior year at 89% of the 
amended budget. Tlis level of savings was the result of holdllzg vacant positions open, particularly those that are now 
2011 Levy Funded. In adQtion some planned tasks, primarily mallztenance related, were not initiated to conserve 
resources. Finallcia1 performance in all funds is generally at expected levels, with the followilzg noteworthy situations: 

P The Property Tax F~mds combined had significantly lower than hstorical spendmg, but with revenues year-to- 
date lower than the revised estimates anticipated, the combined property tax fuzds are hkel~7 to end FY 10-11 in 
a slightly worse finallcia1 position than expected. At tlis time, staff does not anticipate the need for mid-year 
adjustments, but more information wdl be available later in the current fiscal year after the auQt has been 
completed. 

P On i i u ~ l s t  19, 2011, the Ore~onian reported that Comcast had prevailed 111 an appeal of its statewide 
assessment from 2009. In calelzdar year 2010, Comcast was the secolzd lvghest taxpayer 111 Benton County with 
a total assessed value (,iV) of aroulzd $36.8 d o n .  At the time of tlris writing, it is not clear what the impact 
from tlis appeal will be but it may be that a significant portio~z ($20 to $30 milboll) of ~lze Comcast ,A'\.: would 
be exempted since that proportio~z of the current value was added by tlze State as Gztanplbles wlzen the State 
began to centrally assess tlze company. It is also not clear at k s  time if the State d appeal the tax court's 
&g. If tlzere is no State appeal, the fiscal impact will occur in Fk' 11-12, lIkel~7 using the monies Benton 
County withheld for the H-P appeal of its 2008 value. This w d  also mean that if the Comcast appeal stands, 
values for FY 11-12 and beyond d be lower than projected by the amount the value is actually reduced. As a 
side note, the H-P appeal is sclzed~ded to be heard before the tax court in November. 

P Based on a full fiscal year of gas tax receipts co~lllng in under budget for FY 10-11, tlzere is some concerlz that 
the FY 11-12 revenue target map not be attainable. Public Works is monitoling tlzis trend closely, based on 
listorical monthly information available tlzrouglz ODOT. If these revenues do not materialize at the level 
projected, plven the minimal fmd balance available, the Street Fund may not have capacity for all of the capital 
projects wlrich were programmed into the Adopted E;17 11-12 budget. 

3 Contingency use was sought from and approved by Council in: 
o the General Fund for May 201 1 election costs; 
o the R~sk hfanagement Fund for Izigher worker's compelzsation costs; and 
o the ,Admitustrative Services Fund for tlze City Lfanager's tuzbudgeted retirement cashout and related 

recnlitmelzt costs. 

Attached to this memo is the executive sumrnasy for the Fourth QOR (Attachment -1) and tlze Property Tax Fruzds 
Combined income statement (,Attachment B). The executive summary llzcludes some basic economic information, an 
analjisis of anj7 sigruficalzt variances from expected finailcia1 performance, an income statement for all funds combined, 
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and a st1mrnal-y of operating expenhtures by fund and by department. The summary also includes a table showing all the 
budget amendments approved so far this fiscal year by the City Council. These amendments all have the effect of 
increasing total appropriations for the City above wl~at was in the adopted budget. 

The Capital Project budget is 33% expended at the end of the Fourth quarter. Capital project work and the related 
spending are typically lower than Adopted, as design work is completed and fuldmg avdabhty is assessed creating a 
need to defer grant/donation fumded projects ~xntd the grant/donation monies are received. I<ey projects completed in 
the fourth quarter include: Airport Fachty Improvements; City Hall Block: City Hall Seismic Improvements; City I-Iall 
window replacement; kIoose Lodge Demolition, includmg parliing lot & public restroom constructio~i in the llitermodal 
mall; the Law Enforcement Fenced/Paved Compound; and the Flllrnore and Lincoln Sidewalk reconstruction. For the 
fiscal year, other key projects completed include: Arport Industiial Park Improvemellts (Hout Street); Municipal 
Bu~ldmg Rehab - Majestic Theatre Seismic, Phase 111; Country C l ~ b  Drive Bike Lane; and \7lrWL\II-' Influent P ~ m p  
Station Improvements. 

T l ~ e  Quarterly Operating Report also includes an update on the status of City Council Goals as of J ~ m e  30, 201 1. 

111. Requested Action 

Review the Fourth Quarterly Operating Report, and recommend the City Council accept the report. 

Review & Concur: 
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EXECUTIVE SUMMARY 

August 18,20 1 1 

The Quarterly Operating Report is produced and published on the City's web site within 45 days of the close of each fiscal quarter 
based on Financial Policy 10.04.040, then shared with the City Couilcil's Administrative Services Committee to provide citizens, the 
Budget Commission and City Council wit11 infornlation about the City's fina~.lcial performance for the quartlor. 

This Executive Summary provides highlights of the City's financials, and includes, as an appendix, a reader's guide to some of the 
terminology used throughout the report. The remainder of the report covers: 

The revenue and expenditure performance for each of the operating funds in an income statement format that includes 
operating and non-operating revenues, expenditures and total fund activities. The first income statement presented in that 
section shows results year-to-date for all property tax funds combined. 

o Departmental information including updated performance measures for the quarter as well as accomplishments and pending 
work plan items. This section also includes a report on vacancies; 

o Capital Improvement Prograin (CIP) status report on the various projects underway year-to-date; and 
Ail update oil City Council Values and Goals. 

The FY 10-1 1 budget was prepared and adopted during a time of national economic recession. High unemployment, declining 
property values, and slowed development, as well as significantly lower than historical results in FY 09-10, were all talcen into 
account when preparing the budget. Despite these factors, demand for many City services has never been higher, which in the face of 
the relatively flat or declining revenue stream is having a negative impact on fund balances across the organization. 

At the end of the fourth quarter, the Federal Open Marlcet Committee (FOMC) press release states that economic recovery is 
conti~zuing moderately, though slower than the FOMC had anticipated. The recent weak labor rnarltet reports and spikes in food and 
energy prices, due primarily to supply chain disruptions in Japan, are primarily where the blame lies for the slower pace of recovery. 
While household spending and business investment in equipment and software is expanding, the housing market continues to remain 
depressed. However, economists expect these problems to be temporary, with an improving outlook for the labor market to spark 
growth later in 201 1. Optimism for US. growth near term stems from positive data trends in the areas of personal consumption 
expenditures, exports and nonresidential fixed investment. Concerns about the national debt ceiling are also having a significant 
impact, especially in recent weeks, on the economy, as the value of the dollar and the US credit rating lack the strength these 
benchmarks have traditionally held. As of the end of J~lne, the national uiieinployment rate was 9.2% while Oregon's unemployment 
rate held at 9.4%. Despite Oregon's uneinployineilt rate being at its lowest since Januaiy 2009, approximately 200,000 Oregoi~ians 
remain unemployed. At 6.4% unemployment on a seasonally adjusted basis, Corvallis Iias eo~itim~ied to fare better than the State in 
general, and remains the lowest for this statistic of all Metropolitan Statistical Areas in Oregon. Currently in FY 10-1 1, the Federal 
economic stii.inulus that was so promine~it in FY 09-10 1las srrbsided as American Recovery and Reinvestment Act ( A R M )  projects 
are finished or 11earilig completion. 

This is the first opportunity for the City Council, Budget Commissioners, and citizens to review the City's financial status as of June 
30, 201 1 .  This is a single snapshot in time and the data in this report precedes fiscal year end closing, including posting grant and 
some other revenue accruals. Expenditures are fairly close to the filial expenditures for the year. Final data for the fiscal year will be 
published in the Comprehensive Annual Financial Report and will reflect audited figures. Overall, year-to-date the City's financial 
performance, while not performing at Adopted levels has generally attained revised estimates made during the FY 1 1-12 budget cycle. 
P,exv~el~ue and expe:lditure tirling is c!ose to histsricaf paaerns (ime., the majGripyr ~f Proper? Tax rmenue is receii;ed in the 
quarter, while most expenditures remain at or slightly below budget pro-rated for year-to-date). The economy continues to impact the 
pace of residential building, but large projects from OSU have stabilized development revenues for the time being. In some cases, the 
percentage of revenues received compared to budget may belie what remains relatively poor revenue performance, due to reduced 
revenue estimates. This cel-tainly holds true for some charges for service or fee-related revenues, such as Parks and Recreation 
activities and Systein Developn~ent Charges, where budget numbers may have been revised down due to the economy, but appear to 
be performing better beca~~se  they are exceeding estimated a~nounts. 

Expenditures are in line with last year's spending patterns for the fourth quarter of tlie fiscal year. Departments actively controlled 
expenditures through the end of FY 10- I I in an effort to attain adequate fund balances by year end. 
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The following table compares year-to-date actuals with budget for all funds in both FY 10-1 1 and FY 09- 10: 

AMENDED UNAUDITED FY 10-11 Oh AMENDED Y-T-D FY 09-10 % 
REVENUE BUDGET FY 10-1 1 RECIEXPEND BUDGET FY 09-10 RECIEXPEND 

Budgeted Fund Balance $40,494,356 

Property Taxes 
Other Tax 
LicensesIPermits 
Charges for Service 
Intergovernmental 
FineslForfeitures 
Miscellaneous 
Other Financing SourcesTTransfers in 
TOTAL CURRENT REVENUE 

EXPENDITURE BY DEPARTMENT 

City Manager's Office 
Community Development 
Finance 
Fire 
Library 
Park & Recreation 
Police 
Public Works 
Non-Departmental - 
TOTAL OPERATING EXPENDITURES 

Debt Service $8,228,600 $8,200,474 99.66% $7,214,200 $7,214,116 100.00% 
Capital Projects 14,282,447 4,715,906 33.02% 11,866,610 3,190,856 26.89% 
Transfers Out I Other Financing Uses 13,089,352 5,862,782 44.79% 13,582,235 5,992,551 44.12% 
ContingenciesIReserves 1,217,520 0 0.00% 1,585,740 0 0.00% 
TOTAL ALL EXPENDITURES $1 19,551,923 $92,270,144 77.18% $1 19,416,673 $91,848,462 76.91% 

CURRENT REVENUES LESS 
TOTAL EXPENDITURES ($13,887,494) ($520,937) 

In general, the status of the City's finances was in line with expectations at the end of the fourth quarter. Year-to-date revenues of 
$91,749,207 are at 86.83% of the Amended Total Revenue Budget of $105,664,429. The A~nended Budget reflects 'the adopted 
budget, plus any amendments approved by the City Council via resolution during the course of the fiscal year. In the first nine months 
of FY 10- 1 I ,  the following amendmellts to the budget were approved: 

Date Amendment Tvne 
711 91201 0 Res - Grant 
711 91201 0 Res - Grant 

9171201 0 Res - Grant 
10/412010 Res - Grant 

1 011 81201 0 Res - Grant 
1011812010 Res - Grant 
1 11612010 Res - Grant 
21221201 1 Res - Appropriation 
5121201 1 Res - Grant 

511 6/2011 Res - Appropriation 

Resource 
LSTA Grant 
EPA Storm Grant 
DOJ Byrne Grant 
Benton County ARRA 
DOJ Byrne Grant 
US DOJ Grant 
US EPA Grant 
Criminal Asset Forfeiture 
ODOT Grant 
Fuel Sales 

511 61201 1 Res - Appropriation ODOT Grant 

Fund Department 
Library Library 
Storm Public Works 
General Police 
Street Public Works 
General Police 
General Police 
General Public Works 
General Police 
Storm Public Works 
Fleet Public Works 

Net Expenditure Impact 
$ 50,000 
$ 14,737 
$ 13,478 
$ 130,000 
$ 85,411 
$ 5,228 
$ 491,762 
$ 15,367 
$ 124,000 
$ 69,000 

Airport Public Works $ 59,261 
Total Increase $ 1,058,244 

Significant revenue highlights include: 

Property taxes totaled $21,707,796 through the fourth quarter which equals 102.36% of the budgeted property tax revenue. The 
majority of property taxes for the fiscal year are typically collected in the second quarter. FY 10-1 1 year-to-date property tax 
revenues are comparable with last fiscal year's results, although slightly higher due to higher assessed values. 
Other Taxes are collected from hotels in the form of room taxes and totaled $1,190,725 or 114.91% of budget through the end of 
the fiscal year. Increased hotel rates as well as the number of hotel stays from an early football season, amongst other factors, 
have led to better total results than anticipated when the budget was adopted. . 
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Licenses, Fees and Permits totaled $7,561,922 which represents 1 10.48% of the amended budget. Although utility conservation 
efforts increased in FY 10-1 1 ,  Pacific Power also instituted a rate increase in January 201 I driving franchise fee revenues to 
perform as expected in FY 10-1 1. The transportation maintenance fee collections slightly exceeded target and Development 
Service permit fees are higher than expected due to ongoing large projects at OSU. Billing and collection of Sustainability 
Initiative Fees (SIF) began in the third quarter (February) and have brought in about in $493,490 to be used for fareless transit, 
sidewalk n~aintenance and urban forest trees. 

* Charges for Services were $40,060,509 which represents 104.39% of the amended budget. This revenue strean1 performed 
better than projected due to System Development Charges (SDC) from a couple of large projects at Oregon State University. 
Intergovernmental revenues are below target and low compared to last year's actuals at $10,429,557 or 56.26%. The receipt of 
grant monies tends to be volatile and highly dependent on timing of related expenditures. Additionally, many pro-jects that use 
grant funding were carried over to FY 11-12 and will be received once projects have reached completion. Furthermore, a few 
grant accruals (monies received in FY 1 1 - 12 relating to operations in FY 10-1 1) have not yet been recorded to FY 10-1 1, due to 
the timing of receipts. Several different funds are expecting to have grant accruals and include: General, Street, Fire, Community 
Development Revolving, Transit, Water Timber, Wastewater, and Airport Construction Funds. 

* Fines & Forfeiture receipts related to Municipal court senlain under budget but are increasing relative to last year based on 
concentrated efforts related to collection of past due traffic and parking fines. Through the end of FY 10-1 1, results of collection 
activities are suininarized in the following table: 

Interest earnings came in higher than originally expected, with some in~provernent in rates over what was anticipated. 
Investment earnings total $279,661 at the end of the fourth quarter, which represents 119.42% of the budgeted interest. This trend 
may continue with the help of the City's new investment advisory firm contract, but may also be dampened by recent market 
declines brought on by economic factors noted earlier in this summary. 

Operating expenditures for all funds totaled $73,490,981 or 88.83% of the Amended Operating Expenditure Budget which is lower 
than last year both in total dollars expended and percentage of budget. These results are partly reflective of department efforts to 
contain costs, particularly in the property tax funds where resources are becoming much more limited. Non-operating expenditures, 
which include capital projects, transfers, debt service, and contingency, totaled $1 8,779,162 or 5 1.0 1 % of the $36,8 17,919 Amended 
Non-Operating Budget. In total, expenditures through the fourth quarter were $92,270,143 or 77.1 8% of the $1 19,55 1,923 budgeted, 
compared to 76.91% for last fiscal year. A brealcdown of departmental expenditures by category is provided below: 

OPEMTTNG EXPENDITURES BY DEPARTMENT 

AMENDED PERSONAL SUPPLIES & 
BUDGET SERVICES SERVTCES 

Significant expellditure highlights include: 

Personal services totaled $43,830,212 or 96.62% of the amended budget of $45,363,176 and was in line with the percent of 
budget spent in FY 09-10, though $1,388,000 higher due to cost of living , associated benefit increases, and retirement cashouts. 

* Supplies and Sewices totaled $28,874,144 or 81.66% of the amended budget of $35,358,528 The dollars spent in FY 10-1 1 are 
approxi~nately 6.1 % lower than the amount spent in FY 09- 10 due primarily to the slowdown of ARRA grant funded projects in 
the Public Works department. 
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QI Capital Outlay totaled $786,625 or 39.09% of the amended budget of $2,012,300 Capital purchases do not tend to follow a 
regular pattern other than to typically weight toward the end of the fiscal year to ensure that sufficient budget remains for the 
acquisition. Also, careful review is conducted prior to replacement of vehicles, and other equipment schedules, to see if deferrals 
can be made and appropriations carried over rather than proceeding with planned spending in these fiscally constrained times. 

NON OPERATING EXPENDITURES 

Capital projects totaled $4,715,906 or 33.02% of the amended budget of $14,282,447. Capital project expenditures tend to 
fluctuate year-over-year, and there are always projects that are either carried forward into following years or simply do not come 
to fruition. 
Debt service payments totaled $8,200,474 or 99.66% of the amended budget of, $8,228,600 which is similar to last year's levels. 

QI Transfers and Other Financial Uses totaled $5,862,782 or 44.79% of the amended budget of $13,089,352. The majority of the 
transfers are related to capital projects. See the Capital Improvement Program section for information on the status of capital 
projects. 

As always, if you have questions or concerns about the information in this report, please do not hesitate to contact me at (541) 766- 
6990 or via e-mail at nancy.brewer@ci.corvallis.or.us. 

Nancy Brewer 
Finance Director 
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PROPERTY FUNDS COMBINED" 

REVENUE 
AMENDED 4th Quarter UNAIIDITED FV 10-11 '%, 4th Quarter V-T-D FY 09-10 % 

BIJDGET FY 10-11 Y 10-11 RECIEXPEND FY 09-10 FY 09-10 RECIEXPEND 

Budgeted Fund Balance $2,716,096 

Property Taxes 
Other Tax 
LicensesIPennits 
Charges for Service 
Intergovemtnental 
FinesIForfeitures 
Iviiscellaneous 
Other Financing Sources 
TOTAL CURRENT REVENUE 

EXPENDITIJRE BY DEPARTMENT 

Commn~m~ty Develop~nent 
F~nance 
Flre 
Library 
Parks and Recreat~ot~ 
Pol~ce 
Publtc Works 
Non-Depart~nei~tal - 
TOTAL OPERATING EXPENDITLIRES 

Debt Service $49,920 $0 $30,389 60.88% $0 $0 0.00% 
Transfers 1,818,300 278,470 1,646,600 90.56% 227,949 1,828,219 57.12% 
Continpe~~ciesIReserves 31 5,250 0 0 0.00% 0 0 0.00% 
TOTAL ALL EXPENDITURES $40,692,366 $9,804,454 $37,898,897 93.14% $9,214,973 $39,041,498 90.51% 

CIIRRENT REVENUE LESS 
TOTAL EXPENDITURES 

"ncl~~des General, Parlis & Recreation, Fire & Rescue, and Library Funds 

Budgeted vs. VTD Acluals 

FY 10-1 1 BGT FY 10-1 1 YTD FY 09-10 YTD 
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September 15, 2011 

TO: Adlninistxative Sel~~ices Coilunittee 

SUBJECT: Process for Financial Policies Review 

To defile the process and areas of focus for the 201 1 Financial Policies Review. 

II. Process 

This year the process to review the filancial policies xvdl be Afferent than it has been in the past. With the 
Council Goal to develop a sustainable financial plan, there are several pieces of the policies that are 111 
Afferent states of review wlzich need to complete their separate processes prior to fulal Financial Policy 
language development. The process/titne h e  for t l ~ e  Financial Policies and critical pieces includes: 

Subiect Date Action 

Coi~lpensation August 3 ASC's first review of the Coinpensation Policy (CP 91-3.02). 

Coinpensation August 15 Council du-ection on the Co~npensation Policy. 

Co~npensatioi~ Septeinber 7 ASC's second review of the Co~npensation Policy 

Colnpensation Septelnber 19 Cou~lcil hears ASC report on status, information only. 

Parks & Rec Fees September 21 Council is invited to a Parks & Recreation orientation on their cost 
recovely process froin 9:00 to 11 :30 AM at the Parks & Recreation 
Conference Roon~;  

Co~npe~lsation Septeillber 21 ASC comnl2letes review of tlle Compensation Policy and lnalies a 
reco~mnendation to t l ~ e  City Coullcil for approval; and 

Financial Policies Septeinber 21 ASC's first review of tlle Financial Policies and Ascussion of the 
policies to focus on, incl~lldmg inoAfications to the coinpensation 
espendtxu-e section of tlle Financial Policies (CP 10.04) to be sure the 
Financial Policies are in h e  wit11 revised CP 91-3.02. 

Financial Policies October 3 Council's concmrence on Financial Policy areas of focus; 

Coinpensation October 3 Council adopts a revised Colnpensatioil Policy; and 

Parlrs & Rec Fees October 3 Parks & Recreation Department wdl Ascuss tlle process for cost 
recovely to ensme tlie direction planned meets Council's 
expectations. 

Financial Policies Oct/Nov ASC ineetings as needed to Ascuss specific policy areas and potential 
language cl~anges; to be sclleduled based on t l ~ e  outcome of the 
October 3 Ascussions 
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Subiect Date Action 

Parks & Rec Fees December 7 iZSC reviews t l~e  Parlcs & Recreation Department's consultant 
recoimel1dations for Cost Recove1-y policy language. 

Parks & Rec Fees Decelllber 19 Council action on Parlrs & Recreation cost recovely model. 

Financial Policies Janua~y 18 ASC reviews final draft of Proposed Updates to tlle Financial 
Policies, includu~g inodfications to the Co~npensation language 
(under expenditures) and to Parlrs & Recreation Cost Recovely 
language (under revenues) based on prior Council action 

Fitlancial Policies Februaly 6 Final Council action on Finallcia1 Policies 

111. Discussion 

The City has had £iilancial policies in place since 1989 (Attachment A). The policies are reviewed each pear 
in the fall prior to developnlent of tlle co~lling year's budget. 

Based on Council's previous dscussions and comnents about the 201 1 Financial Policy review, I anticipate 
tl~at tlle focus tlis year will be on tlle following areas: 

CP 10.02 - Fund Balance/Resel~re policies 

The Financial Policies 111 section 10.02 inchlde language about ending budgetary fund balance targets. For 
the most part, tlis language reflects the Government Fitlance Officers Association's (GFOA) best practice 
for uilappropriated fUnd balances (Attaclunent C). The current fund balance policy language is relatively 
new language wl~cl l  was drafted to inake clear that fund balances as hscussed it1 tlle budget process were 
different tl~an actual fund balances as reported in the Comprel~ensive Annual Financial report (CAFR), and 
tllat reselves are an important part of budget policy and financial planning. Finally, the new policy language 
chailged the d e h t i o n  from the older benclmarlr of 5% to 10% of current year revenues to instead target 
time montl~s of payroll expenses (currently tlGs tr.anslates to $6.5 ~ d o n  between the four property tax 
supported funds). However, for the last ttvo fiscal years, the fUnd balance target has not been met as t l~e  
budget cuts that would be required to meet the reserve target level have been seen as too dfficult to 
implement. For exainple, to aclieve tlle target for FY 11-12 would have required more tl~an $6 l d o n  in 
addtional expenditure cuts or new revenues or a comnbination of both to aclieve tlle target. 

Subsequent to budget adoption, the City's bond rating froin Moody's was placed on negative outloolr 
(Attachment B) wid1 the statement: "The outlook on tlle city's long-term ratings is negative. The ilepative 
outloolr reflects Moody's expectation that tlle city x d  remain challenged in its efforts to significantly 
Illprove reserve levels over the near- to medun-term. WHAT COULD NUICE THE RATING GO UP 
(REMOVAL OF NEGATIVE OUTLO OK) : Iinproved fu~ancial per fornlance in fiscal 20 1 1 and beyond; 
Positive tax base growth and a trend of econolnic i~nprovement. WWYr COULD MAICE THE RATING 
GO DOWN: Continued draws on reselves and/or reduced liquudty levels; Protracted economic weahless 
and tax base contraction." A decrease in tlle City's bond rating would adversely affect tlle abdity of t l~e  City 
to borrow in tlle bond market for future projects. It would inean the costs to borrow would go up, and tlle 
abhty to find an unde~write svould be more difficult. 

Coullcil is requested to lscuss alternatives for tlle fund balance/resel~~e policies and provide direction to 
staff on whetller or not to develop revised policy language, including: 
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modify the policy language/benchmarl< to s o m e k g  other tllan three months of payroll costs; 
maintain the current policy language and develop a strategy to build the endmg h n d  balance to the 
policy benchmark over a specific number of years; 
remove the reserve language. 

CP 10.03 - Revenue Policies 

There have been several Councilors who have expressed concern for how the general revenue policies 
section is applied when some fees are called out within the policies. It may be important to note that 
revenues classified as fees or charges for service have a \vide variety of legal sources, includmg: 

Fees set by state law or by local ordinance following state law requirements for fee lnethodology (i.e., 
some traffic citations, building pennits, land-use planning); 
Fees set by the City Council through ordmance/Municipal Code under Council's own authority (i.e., 
uality fees, SIF); 
Fees set by Council via motion/resolution (Parks & Recreation fees, ambulance fees); 
Fees set by agreement (i.e., ODOT agreement for the City to maintain some traffic lights; franchse 
fees); and 
Fees set administratively (i.e., Police Department patches, copy costs, overdue Libra~y materials). 

Some of these fees have top lunits placed by federal or state law, are fees tl~at are set by other entities (i.e., 
Benton County sets the fees they collect for dog licenses and share with the City), or are fees negotiated 
with other entities which may have many of the same hnancial pressures the City has (i.e., the ODOT 
agreement). 

The general revenue policies section is d+gned to provide guidelines in how fees are set when there is 
hscretion on the part of the City to set the fee, whether it is set via Municipal Code or some other 
mechanism. These policies also guide the fees which are set adrmnistratively; these are generally small dollar 
fees where the annual revenue among all of the fees in all funds is less than $100,000. 

The most significant fees charged by the City, for its own utilities, are set in Municipal Code. However, the 
language in the Financial Policies (CP 10.03.050) is there to set overarcking policies for the fees - i n c l u ~ g  
the statement about annual reviews, and setting an internally imposed cap on rate increases. The cap was 
placed several years ago by a City Council that wanted to be sure utility rates remained affordable for 
members of the community, recognizing that water/sewer service are critical to life, health, and safety and 
that low income persons have to pay the fees. By doing annual rate reviews and keeping the total annual 
increase low, the City has avoided the double digit rate increases many comparators have had in the last 
several years as they suddenly need to budd capacity for large capital projects. One Councilor has indicated 
he tllinks that the cap on rate increases should be removed. 

There have also been cointnents from some City Councilors about what some of the tenns in the revenue 
section mean (i.e., direct, indirect, overhead) so there may be a need for some clarification/dehtions. 

Finally, there has been considerable discussion about Parks and Recreation fees and the level of property tax 
subsidy for generai Parks and Recreation programs as weii as the OOsbom Aquatic Center. The level of 
subsidy at Osbom has been set for the next two fiscal years (after the current year). Parlcs & Recreation staff 
is working with a consultant on a different cost recovery model and will present information to the City 
Council and inembers of the Administrative Services Committee at different times over the corning months. 
Staff anticipates there wdl be a modification in the current Financial Policy language as it relates to Parks 
and Recreation fees, but until the separate process has been completed in December no language 
modifications will be proposed by staff. 

Financial Policies Process Review Page 3 of 32 



Staff requests ASC discussion about the following issues to guide policy revisions: 

Does the City Council wish to modfy the general policy language so that fees are designed to cover 
more than direct costs of providing the service? Would there be benefit in specifying what this 
language applies to? Would there be benefit to moving this language to the end of the Revenue section 
to state that these are guidelines for all revenues not covered above? 
Does the City Council wish to remove or mod* the cap on annual rate increases for the City's three 
uulities (Water, Wastewater, and Storm Water)? 
Does the City Council wish to have definitions of Direct, Indirect, and Overhead included in the 
Revenue Section or would the Council rather have an overall "Definitions" section added to the 
policies to include other terms that may need to be made clearer? Are there specific terms the Council 
would like to have defined? 

Staff recommends that the terms such as direct costs, total costs, etc. used in this section be reviewed by 
staff to ensure that they are used consistently. 

CP 10.04 - Ex~enditure Policies 

Last January Councilor Brown filed a request to review the language in section 10.04.050.030 Equipment 
Replacement Plans. He noted that reserves were not being set aside for Fire vehicles, and the full amount 
will not be set aside again in FY 11-12. Staff recommends worldng on language for this section of the policy 
that deals with the ability to afford reserves. 

Council has separately taken up the issue of the Compensation Policy (CP 91-3.02), with adoption of revised 
policy language scheduled for the October 3,201 1 Council meeting. The subsection associated with 
Personal Services under expenditures will need to be modified to match with the revised Compensation 
Policy language. Staff expects to work on this section of the Financial Policies, with a likely modification to 
simply state that personal services are budgeted in compliance wit11 labor agreements. This should maintain 
language about budgeting personal services expendtures in the Financial Policies, but keep the specific 
language about compensation in the separate policy. 

CP 10.05 - Ca~ital Improvement; CP 10.06 - Debt; CP 10.07 - Risk Management; CP 10.08 - Investments; 
CP 10.09 - Accounting 

There have been no comments from City Councilors prior to this time about these policy sections. As such, 
staff anticipates reviewing the existing language and making any recommendations for clarification that are 
necessary as is usual in the annual review. 

I'V. Requested Action 

Review this memo and the associated Financial Policies, and provide direction to the Finance Department 
for the areas to focus policy amendments for the 201 1 fall review. 

Review & Concur: 

City Manager l'ro 1 'em 
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Attachment A 

FINANCIAL POLICIES 

Adopted November 27.1989 

Last Revised 1uly 18. 201 1 

Primaly among tlle responsibilities of the City of Corvallis to its citizens is the care of public funds and wise management of 
municipal finances while providing for the adequate funding of the senices desired by tile public and the maintenance of public 
facilities. Municipal financial operations have a wide variety of oversight or standard setting agencies, including State and Federal 
governments, the Securities and Exchange Commission, and the Governmental Accounting Standards Board. The City of 
Corvallis manages public funds within all of these oversight agency requirements. These financial management policies, designed 
to ensure the fiscal stability of the City of Corvallis municipal corporation, provide gutdance in financial management when 
oversight agencies are otherwise silent or to reiterate best practices that may be codified by another entity. 

These financial policies address fund balances, revenues, expenditures, capital improvement, debt management, risk management, 
investments, and accounting and financial reporting. 

10.01.020 Financial Policy Obiectives 

10.01.021 To protect the policy-making ability of the City Council by ensuring that important policy decisions are not 
controlled by financial problems or emergencies. 

10.01.022 To enhance the policy-making ability of the City Council by providing accurate infolmation on program costs. 

10.01.023 To assist sound management of the City by providing accurate and timely information on financial condition. 

10.01.024 To provide sound principles to guide the important decisions of the City Council and of management which have 
significant fiscal impact. 

10.01.025 To set forth operational pllnciples which minimize the cost of government and financial risk, and safeguard the 
City's assets. 

10.01.026 To employ revenue policies which prevent undue or unbalanced reliance on certain revenues, which distribute the 
costs of municipal services fairly, and which provide adequate funds to operate desired programs. 

10.01.027 To provide adequate resources to operate and maintain essential public facilities and the City's infrastructure. 

10.01.028 To protect and enhance tlle City's credit rating and prevent default on any debt issue of the City. 

10.01.029 To  insure the legal use of all City funds through a sound system of administrative policies and internal controls. 

10.01.030 Achievin~ Financial Policv Obiectives 

To achieve and maintain the aforementioned objectives, the Finance Department, at the direction of the City Manager, wiU 
conduct an annual analysis of projected financial condition and key financial indicators. This budget capacity analysis shall be 
reviewed by the Budget Commission and the City Council prior to the budget process. 

10.01.030.020Focus of the Analysis 

It is the focus of this analysis to: 

a. identify the areas where the city is already reasonably strong in terms of protecting its financial condition; 

b. identify existing or emerging problems in revenue sources, management practices, infrastructure conditions, and future 
funding needs; 
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Attachment A 
c. forecast expenditures and revenues for the next three to seven years, with consideration given to such external factors as 

state and federal actions, the municipal bond market, management options being explored and used by other local 
governments; and 

d. review internal management actions taken during the last budget cycle. 

10.01.040 Review & Update 

The Financial Policies shall be reviewed by the Finance Director annually in November and updated as appropriate. 

CP 10.02 FUND BALANCE POLICIES 

10.02.010 Fund Balance Definitions 

10.02.010.010 The Governmental Accounting Standards Board (GASB) has defined fund balance for financial reporting to be 
classified as follows: 

a. Non-spendable: Amounts inherently non-spendable or that must remain intact according to legal or contractual 
restrictions. 

b. Restricted: Amounts constrained to specific purposes by externally enforceable legal restrictions, such as those provided 
by creditors, grantors, higher levels of government, through constitutional provisions, or by enabling legislation. 

c. Committed: Amounts constrained by the City Council. 
d. Assigned: Amounts the City intends to use for a specific purpose. The authority to assign resources lies with the City's 

Finance Director. 
e. Unassigned: Amounts that are not categorized into one of the aforementioned classifications; these resources may be 

used for anythmg. Only the General Fund should show a positive unassigned fund balance. For other funds, a negative 
unassigned balance should be reported if more resources are used than are available in the fund. 

10.02.010.020 The City of Corvallis will use the GASB's definitions of Fund Balance for the Comprehensive Annual Financial 
Report (CUR) and for all other financial reporting. For all financial planning purposes, the term Budgetary 
Fund Balance will be used and will include any portion of the fund balance that is available for appropriation. 
Portions of the fund balance that are not available for appropriation will be identified as a Reserved Balance. 

10.02.020 Budgetary Fund Balance 

The budgetary fund balance describes the net financial assets of governmental funds; in lay terms it represents the net revenues in 
excess of expenditures since the fund's inception. Fund balance is used to provide stable resources for times when service levels 
might otherwise be impacted by taxes or fees that temporarily underperform, or to cover one-time unexpected expenditures. As a 
best financial management practice, to maintain the City's credit rating, and to meet state law requirements for no deficit 
spending, the City shall have a positive budgetary fund balance for each fund of the City. Actual fund balances for each fund shall 
be reported in the Comprehensive h u a l  Financial Report, issued as of June 30 of each fiscal year. Budgetary fund balances shall 
be reported in the annual budget, and shall be projected for each operating fund as part of the financial planning process to 
prepare tlle budget each year. 

10.02.020.020Pro~ertv Tax Funds Combined -Budnetam Fund Balance for Financial Planning. Pumoses 

Prior to each year's initial Budget Commission meeting, the City Council shall review the Property Tax Funds - Combined fund 
balance for the purpose of determining whether resources exist to consider activities in 10.02.020.050. This review may include: 

a. determining the budgetary ending fund balance which may include a review of any restricted, committed, or assigned 
balances identified as reserves, and the potential ending fund balance that includes the Historic Norming Adjustment 
(HNA) that approximates the five-year average difference between budgeted and actual revenues and expenditures, 

b. preserving sufficient budgetary fund balance to cover at least three months' payroll expenses for the combined funds, 
c. establishing the time period over which to allocate any surplus budgetary balance for one-time or ongoing service 

enl~ancements, 

d. reserving funds for future year commitments and assumption modeling to determine if capacity exists based upon the 
Property Tax Funds -- Combined budgetary fund balance in the third year. 
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Attachment A 
Results of this City Council review will be folwarded to the Budget Commission. Subsequent actions by the Budget Commission 
and/or the City Council may result in the budgetary ending fund balance for the Property Tax Funds being different than this 
recommendation. 

10.02.020.030A~oro~riate Budgetaw Fund Balance 

a. Each operating fund shall have a positive budgetary ending fund balance for the budget year under discussion. 

b. Through the annual budget development process the Finance Director recommends the appropriate ending budgetmy 
fund balance for each fund. The Finance Director shall take into account the following factors: 

the current budgetary fund balance; 
the City Council's recommended budgeta~y f~md balance for the property tax funds combined; 
cash flow requirements to support expenditures, including up to three months of payroll costs; 
future capital needs; 
significant revenue and expenditure trends including the HNA; 
relative rate stability from year to year for enterprise funds; 
susceptibility of the fund to emergency or unanticipated expenditures; 
credit worthiness and capacity to support debt service requirements; 
legal or regulatory requirements affecting revenues, expenditures, and fund balances; 
reliability of outside revenues; and 
any other factors pertinent to that fund's operations. 

10.02.020.040Endin~ Budee ta~~  Fund Balance Below Recommended 

If the annual budget is recommended by the Budget Commission and accepted by the City Council to be adopted with a 
budgetary fund balance below either the minimum or the recommended ending budgetary fund balance, the budgetary ending 
fund balance for the then current fiscal year wiU be re-calculated as soon as the audit work for the prior fiscal year is complete. If 
at that point, the audited ending fund balance contributes to a budgetary fund balance which is lower than this policy would 
dictate, staff shall develop a plan for City Council consideration through the Administrative Services Committee, that addresses 
the shoafall. 

10.02.020.050Endinrr Budrretarv Fund Balance Above Recommended 

In the event the ending budgeta~y fund balance is lugher than either the minimum or recommended level, the difference may be 
used to fund the following activities: 

a. one-time capital expenditures or reserves for future capital expenditures which do not significantly increase ongoing City 
costs; 

b. undesignated assigned or committed balances for future basic operations; 

c. other one-time costs; and 

d. ongoing or new City programs, provided such action is considered in the context of Council approved multi-year 
projections of revenue and expenditures. 

CP 10.03 IREVENUE POLICIES 

The City of Corvallis raises revenue from a wide variety of sources. A significant portion of the City's revenues come from taxes, 
charges for service and fees. Some of these revenue sources are governed by the Oregon Constitution or Statutes, federal law or 
regulations; others are assessed solely through the City's home rule authority. These policies provide direction in the management 
and oversight of existing revenue sources, and for the development of new revenue sources. 

10.03.020 General Revenue Policies 

10.03.020.010The City wiU strive to maintain a diversified and stable revenue system to shelter the government from short-run 
fluctuations in any one revenue source and ensure its ability to provide ongoing service. In particular, the City 
will seek alternatives to the property tax for general government services. 

10.03.020.020Restricted revenue shall only be used for the purposes legally permissible and in a fiscally responsible manner. 
Programs and services funded by restricted revenue will be clearly designated and accounted for as such. 
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10.03.020.030Revenue for capital improvements shall be used to hnance only those capital improvements identified in the 

funding plan (i.e., bond or grant funded projects) that are consistent with the capital improvement program and 
local government priorities, and where the operating and maintenance costs have been included in operating 
budget forecasts. Revenue restricted for specific purposes will be expended consistent with those restrictions. 

10.03.020.040One-time revenue includes fund balances and grants which have a specific time limit and/or reason for expenditure. 
One-time revenue will be used for one-time expenses whenever possible. If one-time revenue is considered for 
ongoing expenditures (such as adding staf9 the Budget Commission or City Council will balance the need for 
the additional ongoing expenditures with the on-going ability to pay prior to approving the program. 

10.03.020.050Unpredictable revenue, which includes development related revenue such as Systems Development Charges (SDC), 
Public Improvement by Private Contractor fees, Development Review, Plan Review and Inspection Permit 
revenues, will be closely monitored through the year. 

a. Capital projects to be constructed with SDC monies will not be initiated until SDC revenue is available or 
another financing alternative is developed. 

b. Operations funded partially or wholly from unpredictable revenue will be monitored monthly and 
mitigating action will be taken if revenues are not received as expected. 

10.03.020.060The City shall manage its revenue collections through a policy that actively pursues collection of all revenues owed 
to the City. 

10.03.030 Propettv Tax Allocations 

The property tax base was approved as a charter amendment by Corvallis voters to support the general services of the City. 
Additional tax levies to support fire operations and equipment purchases, street and road maintenance, recreation programs, and 
parks maintenance were approved as special charter amendments as early as 1909. Temporary levies were approved and re- 
approved for transit (first approved in 1980) and the Arts Center (first approved in 1970). Monies from these tax levies were 
segregated into the General, Street, Fire & Rescue, Parks & Recreation, Transit, and Special Levies (Arts Center) Funds and were 
combined with other revenues in each fund to provide the resources necessary to maintain services to the community. 

The statutory authority to levy property taxes by individual levy was removed in 1997 through the passage of a constitutional 
amendment, and its implementing legislation, known as Measure 50. Measure 50 has resulted in a single property tax rate and has 
overridden the requirement that monies be segregated according to the charter. Local option levies for one to ten years in length 
can be approved by voters to fund operations. The five property tax funds are still allocated property taxes and remain segregated 
due to other dedicated revenue sources for specific programs in those funds. 

10.03.030.020Council Findings 

10.03.030.021hllocations of property taxes which follow the Charter approved proportions of the total levy would result in some 
funds incurring costs which exceed their revenues. 

10.03.030.022The projections of combined revenues and expenditures for all property tax supported funds indicates that a 
reallocation of property tax monies between funds would result in the ability to fund all operations and capital 
projects currently included in the financial and business plans for the next fiscal year. 

10.03.030.023If a local option levy is needed, the City Council shall weigh the services to be funded by a levy and determine 
whether it is better to go for a general levy or a special levy focused on certain service areas. 

10.03.030.030Basis for Determining the Allocations 

10.03.030.031An analysis of the hnancial status of all property tax funds shall be reviewed by the City Council each year prior to 
the update of these financial policies to ensure that the allocations are adequate to support Council approved 
operating costs identified in: 

a. The Capital Improvement Program; 

b. Financial plans; 

c. Department business plans; or 

d. Master plans. 

Financial Policies Process Review Page 8 of 32 



Attachment A 
10.03.030.032Program enhancements or new programs which are presented to the City Council or Budget Commission for 

review shall include an analysis of tlle impact of the new/enhanced program on the proper-ty tax allocation 
policy. 

10.03.030.033New revenue sources which could reduce the reliance on property taxes w i u  continue to be sought, but will not 
necessarily result in a reduction of property taxes to the fund unless the new revenue is adequate to address all 
of the financial and business plans xvitllin the fund. 

Property taxes are allocated annually according to the Budget Commission and City Council direction tllrough tlle annual budget 
process. This sets a projected demand for property taxes in each fund receiving them for the year. The Finance Director shall 
review this allocation and modify the actual allocation of funds as necessary during the course of each fiscal year to keep all funds 
in a positive budgeta~y fund balance position, wid1 the following targeted allocations set as part of tlle budget process. 

10.03.030.041Tl1e Arts Center allocation shall be 0.21% of tlle total property taxes received from the City's permanent tax rate. 
This amount shall not be reallocated to other uses without the City Council's approval. 

10.03.030.042The Osborn Aquatic Center shall be allocated $270,000 in FY 11-12 from the City's permanent tax rate. This 
allocation shall grow each year by the rate of growth in the City's assessed value as projected for all property 
taxes during the budget process, with actual allocations based on the actual property tax revenue growth. This 
allocation shall be reviewed no later than December 31,2013. 

10.03.030.043The Chintimini Senior Center shall be allocated $25,000 in FY 11-12 from the City's permanent tax rate. This 
allocation shall grow each year by the rate of growth in the City's assessed value as projected for all property 
taxes dwllg the budget process, with actual allocations based on the actual property tax revenue growth. Tlis 
allocation shall be reviewed no later than December 31,2013. 

10.03.040 Fees and Charres for Service 

Fees and charges for service are assessed to specific users where the user pays all or a portion of the costs to provide the service. 
\When assessed as a fee, the charge generally grants tlle payer permission or a license to do a specific activity (i.e., franchise fees 
authorize use of the public light-of-way; a liquor license fee authorizes the license holder to sell liquor). When assessed as a charge 
for service, the charge is for a specific service, directly used by the payer (i.e., tlle admission fee at the swimming pool is only 
assessed to the person going swimming). 

10.03.040.010All fees and charges other than those identified elsewllere in City Council policy or via Corvallis Municipal Code 
shall be set to recover the City's direct expense in providing the attendant selvice. Fees and charges are 
reviewed annually, and are updated via Council action when necessaly. A revenue manual listing all such fees 
and charges of the City shall be maintained by the Finance Department and updated concurrent with the 
review. 

10.03.040.020A fee shall be charged for any service that benefits limited interests wid& the community, except for basic, 
unavoidable human needs type services provided to persons with limited ability to pay. 

10.03.040.030Historically, the City Council has provided ve~y limited tax and fee exemptions. 

10.03.040.040Systems Development Charges (SDC) are set to cover the growtl~ related costs of infrastructure necessary to 
provide services for future growth. The list of projects eligible for SDC funding shali be updated when facility 
plans are updated or at least every five years, beginning in 2005, and wiU be done at all other times to coincide 
with major updates of infrastructure facility plans. The overall SDC program methodology and population 
service scenario shall be reviewed at least every ten years beginning in 2010. 

10.03.050.010Utility Fee Basis 

Utility user charges for each of t l~e three City utilities will be based on the cost of providing the service (i.e., set to fully support 
the total direct, indirect, and capital costs) and are established so that the operating revenues of each utility are at least equal to its 
operating expenditures, reserves, debt coverage and annual debt service obligations, and planned replacement of the utility's 
facilities. 
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10.03.050.020Annual Rate Review 

Staff shall conduct an annual comprehensive rate review each fall for the Water, Wastewater and Storm Water funds for Council 
review. Rate increases will be targeted for implementation in February. Every effort shall be made to index/limit rate increases for 
the entire utility bill (water, wastewater, and storm water) to the rate of inflation (estimated at 2% to 3%) but not more than 7% in 
any one year unless federal or state mandate, judgment arising out of litigation, or Council approved policy needs dictate 
otherwise. 

10.03.050.030Rate Adoption 

Utility rates will be adopted by ordinance and will be recorded in the Corvallis Municipal Code. 

10.03.050.040Franchise Fees 

The City's Water, Wastewater, and Storm Water utilities will pay a franchise fee to the City's General Fund to compensate for the 
use of the public right-of-way. The franchise fee will be equal to 5% of the utility's gross operating revenue each year, net of 
interest, intergovernmental monies, miscellaneous water service fees, permit fees, SDCs, and turn-on service fees. 

10.03.060 Parks and Recreation De~artment Fees 

10.03.060.010Cost Recovery 

Parks and Recreation programs are funded tluough a combination of user fees, property taxes, grants, and donations. Fees and 
charges shall be assessed in an equitable manner in accordance with the following fee and charge assessment schedule. Programs 
that provide recreational opportunities for populations wit11 the fewest recreational alternatives b~outh, limited income, senior 
adults, and families) will be more heavily supported by grants, donations, or property taxes than user fees to ensure that the 
population is well served by Parks & Recreation programs. Percentages shall be considered as guidelines; however, special 
circumstances, the nature and cost of each program, and persons to be served should be taken into consideration. 

a. total fee s u ~ ~ o r t  (recover a minimum of 95% of direct program costs) 

- special instruction classes (all ages) 

- recreation trips and outings 

- adult sports leagues 
- major events which charge admission 

b. partial fee s u ~ ~ o r t  (recover 50% to 75% of direct vrogram costs) 

- outdoor recreation 

- preschool programs/introduction 

- child care oriented programs 

- senior citizen programs 

c. minimum fee sup~ort  (recover 33% to 50% of direct program costs) 

- youth programs and events 

- playground programs 

10.03.060.0200sborn Aquatics Center Fees 

The Osborn Aquatics Center direct costs are funded through fees charged for its usage plus a subsidy from property tax monies 
received in the Parks & Recreation Fund. The Aquatics Center shall pay its share of the general indirect costs charged to all City 
departments for centralized administrative functions. 

10.03.060.021 Fees for annual passes, open swim periods, instructional classes, etc. will be set to meet revenue requirements of the 
Aquatic Center, less all other revenue including the Parks & Recreation subsidy, rentals and concessions. Where 
possible fees will be comparable to similar publicly owned facilities in Oregon, taking into account the 
additional amenities offered at Osborn. 

10.03.060.022Rental fees for group usage (i.e., Corvallis Aquatic Team) shall be negotiated at a minimum of a 100% direct cost 
recovery rate or the rate of inflation based on the CPI-U whichever is greater. 
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10.03.060.023Piices for concessions operated by tlle City shall be set at the wholesale price of the item plus at least 100%. Income 

from contracted concession services shall be determined based on the negotiated agreement between the City 
and t l~e concessionaire. AU monies from concessions will be used for operations at the Aquatics Center. 

10.03.060.030Rate Review 

The Park and Recreation Department shall conduct an annual comprehensive review of rates including Osborn Aquatic Center 
rates. Tile Parks, Natural Areas and Recreation Board shall recommend to the City Council, via the Human Service Committee, 
any alterations or adjustments necessary in specific fees and/or charges to reflect service demand changes, the ability of users to 
support the demand, and concerns for otl~er City operations. 

10.03.060.040Use of Volunteers 

Through an aggressive volunteer recruitment program, the Parks and Recreation Department shall seek to minimize the subsidy 
required for partial and minimum fee support programs. 

10.03.060.050Xlternate Funding Sources 

Solicitation of funds through donations, fund raising events, non-traditional sources, and various other modes shall be encouraged 
by the Parks, Natural Areas and Recreation Board and other advisory committees. Funds collected for any special purpose shall 
be earmarked for that purpose. 

10.03.070 h b d a a c e  Fees 

It is the intent of the City to provide responsive, efficient and self-funded emergency medical seivices as tile Benton County 
designated service provider to the Benton County Ambulance Service Area, including all residents of the City. 

10.03.070.020Procedures for Rate Changes 

a. Staff shall review ambulance rates annually no later than February 28 to ensure the rates reflect changes in the direct 
costs of service. In reviewing rates, staff will consider the Iistoric and projected costs of service, service demands, 
changes in fixed and vailable costs, market rates, and changes in service requirements or mandates. The City shall notify 
Benton County of proposed fee increases or decreases at the begmnmg of the City's formal budget review process. 

b. Proposed rate changes will be sub~nitted to the City Council via the Administrative Services Committee for review and 
recommendation to the full Council no later than April 1 of each year. If no rate change is recommended, staff will note 
the fact in a Council Report. 

c. The Council shall adopt rate adjustments by resolution. Following Council adoption, the new rates will go into effect by 
J~lly 1 of each fiscal year. 

d. Notification will be issued to the public 30 days prior to the July 1 deadline. Customers will be notified of rate changes 
via advertisements in the local newspaper. 

10.03.070.030S~ecial Rate Reviews 

If, at any time during the fiscal year, estimated costs of service exceed available revenue, the City Manager may conduct a special 
rate review. In conducting such reviews tl~e City Manager would follow the above procedures. In tlis instance, rate adjustments 
could take place at any time within the fiscal year, wid1 30 days' public notice. 

10.03.080 Grants 

9- I lc: r .  ~ i t y  - shall aggressively pursue grant opportuniues; however, before accepting grants, the City wiii consider the current and 

future implications of accepting the monies. 

10.03.080.020Federal Funds 

Federal funds shall be actively sought. The City will use these funds to h-ther the applicable national program goal. Because 
federal funds are not a guaranteed revenue source and are intended for a specific purpose, they will not be relied upon as an 
alternative source of capital improvement funds udess the federal grant is specifically for capital projects. Use of federal funds 
shall support City fund goals and services. 
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10.03.080.030Grant Review 

In reviewing grants the department director and Finance Director shall evaluate each grant offer and make their recommendation 
to the City Manager after considering: 

a. the amount of the matching funds required; 

b. in-kind services that are to be provided; 

c. length of grant and consequential disposition of service (i.e., is the City obliged to continue the service after the grant has 
ended?); and, 

d. the related expenditures including administration, record keeping, and auditing expenditures. 

10.03.080.040Sinele Audit 

The annual audit by the City's independent auditors will include all required audit procedures for grant compliance as specified in 
the federal government's Office of Management and Budget OlMB Circular A-133. 

10.03.090 Gifts. Donations and Bequests 

10.03.090.010Use of Gifts. Donations & Bequests 

Gifts, donations and/or bequests given to, and accepted by, the City for the use of any of its departments or divisions shall be 
used solely for the purpose intended by t l~e  donor. Unrestricted gifts will be expended on the recommendation of the related 
advisory board. 

Gifts, donations, and bequests will be evaluated to determine what, if any, obligations are to be placed upon the City. Gifts, 
donations, and bequests will be considered as "over and above" basic City appropriations. 

CP 10.04 EXPENDITURE POLICIES 

The City expends a significant amount of money each year to provide services to citizens. The largest portion of the expenditures 
are for the operating costs of the organization. These costs include all of the salaries/wages and related benefits for City staff, 
materials, services and capital outlays necessary to perform the basic functions of the City. Additional costs associated with capital 
projects (infrastructure) and debt service are part of the annual budget, based on specific plans for both. These City Council 
policies provide direction for developing the annual budget, and are in addition to a number of policies set forth by both the 
federal and state governments (i.e., purchasing rules, federal grant management rules). 

10.04.020 Operating Bud et -- Pay-As-You-Go 

The City shall attempt to conduct its operations from existing or foreseeable revenue sources. Achieving pay-as-you-go requires 
the following practices: 

a. current direct and indirect costs for operations and maintenance will be controlled and will be funded with current 
revenues, and 

b. revenue and expenditure forecasts will be prepared annually for all operating funds prior to budget discussions. 

10.04.020.020Cost Allocation Plan 

The Finance Director shall prepare a full cost allocation plan triennially to provide accurate, complete estimates of indirect service 
costs. The plan will be updated annually during budget development. 

10.04.020.030Mandated Costs 

Costs attributable to mandates of other government agencies shall be included in the annual budget. 

10.04.030 BudPet Balance 
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The Finance Director will prepare a budget for each fund each year where resources on a modified accrual basis either equal or 
exceed all expenditures in the City Council Adopted Budget in compliance with Oregon Administrative Rule 150-294.352(1)-(B) 

a. Resources available include all revenue anticipated in the budget year, including taxes, fees, charges for service, fines, 
intergovernmental payments, miscellaneous revenue, transfers, other financing sources, expendable reserves, and 
beginning fund balances. 

b. Expenditures include all planned expenditures for operations, inter-fund transfers, capital budget, debt service, Council 
Reserves and contingencies. 

10.04.040 Budget Performance Repofting 

10.04.040.01 0 Ouarterly Reports 

The Finance Director shall submit a Quarterly Operating Report (QOR) to the Budget Commission witlin 45 days of the close of 
the fiscal quarter. The QOR will be reviewed by the Administrative Services Committee and be accepted by the City Council. At a 
minimum, the QOR will include income statements developed on the modified accrual (budgetary) basis for all operating funds of 
the City, and may include other infolmation such as the status of the City Council's Values and Goals and departmental 
performance information. 

10.04.040.020Performance Indicators 

Where practical, the City shall develop and employ performance indicators that are tied to Council values and goals, as well as 
management objectives, to be included in the budget. Status of the measures will be reported in each Quarterly Operating Report. 

10.04.050 Maintenance. & Replacement 

10.04.050.01 0Master Plans 

The City shall maintain master plans for all major infrastructure systems. Master plans provide direction about system needs (such 
as pipe size and reservoir locations) for predicted population build out of the community. Infrastructure master plans are required 
for Parks, Transportation, Water Plant, Water Distribution system, Wastewater Plant, Wastewater Collection system, Storm Water 
system, and the Arport. The master plans shall be adopted by the City Council as amendments to the City's Comprehensive Plan. 

Projects identified via an infrastructure master plan will be scheduled based on the priority of the project as identified in the 
master plan and will be budgeted in the Capital Improvement Program (CIP) when resources are available to implement the 
project. 

10.04.050.020Xnnual Inventory 

The City will conduct an inventory of all capital assets in conjunction with the annual audit. During the inventory, any excess wear 
and tear will be noted by staff and used to update replacement plans during the following budget preparation cycle. 

10.04.050.030Equipment Replacement Plans 

Assets which are not part of a major infrastlucture system or buildings and land, including vehicles, computers, and specialized 
equipment required for normal work (i.e., defibrillators, bullet proof vests), will be tracked by each department with replacement 
plans made for at least the financial planning period. These schedules will be updated annually in conjunction with the budget 
process. 

Every effort will be made to develop an equipment replacement schedule that results in a stable annual spending level. If 
spending levels cannot be stable and would result in a significant dollar amount variance year-over-year, staff will set aside in 
reserves an amount each year adequate to fully fund the project in the future. 

Consideration for scheduling replacement shall include: 

a. Age of the asset and its manufacturer's recommended useful life; 

b. Wear and tear on the asset; 

c. Envivonrnental conditions which may shorten or lengthen the useful life of the asset; 

d. The cost/benefit to complete routine maintenance and delay replacement; 

e. Availability of service and/or parts; and 

f. The cost/benefit of early replacement with more efficient and/or less expensive teclmology. 
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10.04.050.040Facility Maintenance 

The facility maintenance schedule for major maintenance or replacement projects for all City-owned buildings will be updated 
annually. The primary goal of the plan is to complete maintenance projects prior to system failures that would cause a decrease in 
service levels to citizens. Criteria for including projects are the same as those identified in 10.04.050.030. 

10.04.050.050Maintenance Costs from the CIP 

Projects included in the proposed CIP will identify the anticipated operating costs or savings associated with the project. 
Estimated operating costs from CIP projects will be included in all years of the financial plan for the appropriate fund prior to 
approval of the CIP by the CIP Commission, Budget Commission or City Council. 

10.04.060 Personal Services 

10.04.060.010Compensation Rates 

The City of Corvallis shall strive to pay fair total compensation to its employees, in balance with the City's reasonable ability to 
pay and to provide services to the community in accordance wid1 City Council goals and priorities. Total compensation includes 
both salary and fringe benefit levels. The City Council has adopted Council Policy 91-3.02 which identifies how total 
compensation rates will be determined. 

10.04.060.020Com~ensation Survey 

l l le  City shall conduct compensation surveys, both internally and of similar positions in comparable cities as necessary. These 
surveys shall be the basis for determining fair total compensation in accord with Council Policy and state law. 

10.04.060.030Work Force Chances 

The City's work force, measured in FTE (full time equivalent) shall not fluctuate more than 2% annually without corresponding 
changes in service levels or scope. 

In establishing pay rates a cost analysis of rate increases will be conducted and shall include the effect of such increases on the 
City's share of related fringe benefits and unfunded liabilities (including non-salary related benefits), impact on total 
compensation, the City's ability to pay, and the reasonable cost to provide City services in accordance with City Council goals and 
priorities. 

Long term costs of changes in benefit packages shall be estimated as well as their impact on total compensation, and this 
information shall be fully disclosed to the City Council before negotiated labor agreements are affirmed. Benefits are considered 
in the context of total compensation, the City's ability to pay, and the reasonable cost of providing City services. 

10.04.070 Transfers 

10.04.070.010General Fund Transfers 

To the maximum extent feasible and appropriate, General Fund transfers to other funds shall be defined as payments intended 
for the support of specific programs or services. Amounts not needed to support such specific program or service expenditures 
shall be transferred back to the General Fund, unless Council directs the transfer to be used for other purposes. 

10.04.070.020Transfer Reconciliation & Cash Flow 

Transfers for specific programs or projects, or to support special operations, should occur on the basis of cash flow needs of the 
program or service being supported. A reconciliation of actual transfers against budgeted transfers will be included in the year-end 
audit process. 
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10.04.070.030Advances 

Where it is necessary to make a one-time advance of General Fund monies to another fund, this action shall occur under the 
following conditions: 

a. The advance is reviewed, prior to the transfer of funds, by the Administrative Service Committee. 

b. All excess cash balances in the fund receiving the advance shall be invested for t l~e benefit of the General Fund, if 
allowed by federal and state law and regulations, as long as the advance is outstanding. 

c. Should the borrowing fund accumulate an unexpected unrestricted balance, this excess shall be used first to repay the 
advance. 

d. At the time of closing out the fund, assets net of liabilities of the fund equaling the unpaid portion of the advance revert 
to rhe General Fund, if allowed by federal, state or local law. 

e. For short-term cash deficits in funds otl~er than the General F~md during the course of the year, short-term loans are 
preferred to advances, except in cases where the receiving fund is legally precluded from paying interest on loans, or 
where loan transactions would be too numerous and costly to be cost effective. 

10.04.080.010Contingency Amount 

To meet emergency conditions, tile budget shall provide for an appropriated contingency of at least 2% of estimated annual 
operating revenues. All governmental and enterprise h d s  shall maintain a contingency. The contingency shall be exclusive of all 
reserves. 

10.04.080.020Contin~ency Use 

Use of the contingency should be infrequent and for unanticipated expenditures such as costs associated with a response to a 
disaster, or to meet unanticipated increases in service delivery costs. The City Council must autl~o~ize expenditure of any 
contingencies via a resolution. 

10.04.080.020Contineencv in Excess of 2% 

The Finance Director may recommend a contingency in excess of 2% of current revenue in specific funds to address specific 
needs. When tlus occurs, the Finance Director will provide the Budget Commission and City Council wid1 information regarding 
the reasons for the recommendation. 

10.04.080.030Contineency Below 2% 

Where correction of a h d  balance deficit causes the contingency to be budgeted below 2% of operating revenue, a gradual 
correction of the problem over a two year period is preferable to a one-time jump in rates, or substantial decreases in otl~er 
expenditure plans. 

The City has a significant investment in the infrastructure necessaly for the general public's use. The infrastructure systems - 
streets, bikeways and sidewalks, water treaLment plants alld disAbibution system, wasrewater rreatment plants and collection 
system, storm water conveyance system, airport, parks, recreation facilities, and open spaces, and municipal facilities - are 
important to the general well-being of the community. The City maintains and enhances the infrastnlcture systems by developing 
long-term plans and securing the funding necessary to implement the plans. The Capital Improvement Program is developed to 
advise the community of the plans for maintaining the public investment, and to ensure the resources are available to invest when . . 
the community reqi-&es hem. pohcles p r~~ i ide  direction fcr +he develcpment ef th:: annual CIP. 

10.05.020.010Definition of a Ca~ital Project 

A capital project must: 

a. Cost more than $10,000, and 
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b. be a permanent addition to the capital assets of the City, and 
c. purchase land, or 

d. construct a new building, or 
e. remodel or add to an existing building, or 

f. constructlinstall public infrastructure, or 
g. replace existing infrastructure. 

For any project which meets the definition of a capital project, all costs for the project including design, land or right-of-way 
acquisition, appraisals, construction, construction management, furnishings, and legal or administrative costs will be included in 
the project budget. 

10.05.020.020 Five-year CIP 

A five-year Capital Improvement Program (CIP) shall be developed and presented annually by staff to the CIP Commission, 
reviewed by the Planning Commission for compliance with the comprehensive plan, reviewed by the Budget Commission for 
compliance with long-term financial plans, and approved by the City Council. This plan shall contain all capital improvements 
from all funds and departments of the City. The first year of the plan shall constiate the next year's capital budget. 

10.05.020.030Existing Assets 

A high priority shall be placed on repair or replacement of capital assets when such assets have deteriorated to the point of 
becoming hazardous, incur high maintenance costs, are negatively affecting propelty values, and/or are no longer functionally 
serving their intended purposes. 

10.05.020.040Construction Standards 

Capital improvements constructed in the City shall be designed and built based on published construction standards which shall 
be periodically updated by the City Engineer. The construction standards will assure projects are built with an acceptable useful 
life and minimum maintenance costs. 

10.05.030 Capital Im~rovement Maintenance 

10.05.030.010Maintenance Standards 

Standards of maintenance to adequately protect the City's capital investments shall be developed and periodically updated. The 
annual budget will be prepared to meet established maintenance schedules. 

10.05.030.020O~eratin~ Budget Impacts 

Future operating budget impacts for new capital facilities will be analyzed and estimates included in all years of the financial plans 
as part of considering a proposed capital project. 

10.05.040 Capital Im~rovement Financing 

10.05.040.010A~propriate Funding 

Within the limitation of existing law, various funding sources may be used for capital improvements. When capital projects are 
proposed, appropriate funding will be identified. 

10.05.040.020Unspent Funds 

Upon completion of capital projects, the Finance Director shall certify any unspent funds from the project. The most restrictive 
project revenues shall be used first so that unused funds will have the fewest restrictions on future use. Unspent capital project 
funds, except bond funds, shall be returned to their original source. If there are unspent funds from a bond issue, those monies 
will be allocated according to stipulations in the bond indenture. In no case shall projects incur a funding deficit without the 
express approval of the City Council. 

10.05.040.030Interest Earnings in the Capital Construction Fund (governmental fund) 

10.05.040.031 Interest earnings shall be allocated to each project based on the project's proportion of the cash balance in the fund. 
Projects which have a negative cash balance due to timing of reimbursements of grants or loans will not accrue 
interest revenue or an interest expense. 
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10.05.040.032Interest earnings which are restricted due to the funding source (i.e., grant, bond issue) shall be spent in compliance 

with those restrictions. 

10.05.040.033Interest earnings not otherwise limited will be considered the most restricted City funds in the project and will be 
spent first in compliance with Financial Policy 10.04.050.030. 

10.05.050.040Interest Earnings in the Pro~rietaly Fund Construction Components 

10.05.050.041Interest earnings which are restricted due to the h d i n g  source (i.e., grant, bond issue) shall be spent in compliance 
with those restrictions. 

10.05.050.042M non-restricted interest earnings will be accrued to the operating fund and will be available to spend on either 
operations or future capital projects. 

The City of Corvallis operates on a pay-as-you go basis for most capital investment. Systems Development Charge revenue is 
used to fuld capital investments that are required to increase the capacity of the City's infrastructure. Reserves are built over time, 
or grants are sought to fund some capital investments. However, from time-to-time the City plans for a capital improvement 
project which is too expensive to finance with cash reserves or needs to be completed before reserves can be developed. When 
tlis occurs, the City borrows monies. These policies, along with state and federal laws, govern when and how the City will 
proceed in the debt market. 

10.06.020 Use of Debt Financing 

10.06.020.010Long-term Debt 

The City of Corvallis shall only use long-term debt for capital projects tl~at cannot be financed out of current revenues within the 
Revenue Policy giudelines for rate increases. Debt financing shall generally be limited to one-time capital improvement projects 
and only under the following circumstances: 

a. when the project's useful life is greater tllan or equal to the term of the financing; 

b. when project revenue or specific resources will be sufficient to service the debt; and, 

c. when the project will benefit the citizens of Corvallis. 

10.06.020.020Use of Debt Financing 

Debt financing shall not be considered appropriate for: 

a. Current operating and maintenance expenses (except for issuing short-term instruments such as revenue anticipation 
notes or tax anticipation notes); and 

b. Any recurring purpose (except as indicated above). 

10.06.020.030Tax/Revenue/Bond Antici~ation Notes 

Tax and revenue anticipation debt will be retired within the fiscal year issued, and bond anticipation notes will be retired no later 
than six months after the completion of the project. 

10.06.020.040Short-term Debt 

Short-term debt outstanding at the end of t l~e year will not exceed 5% of net operating revenues (including tax anticipation notes 
but excluding bond anticipation nares.) 

10.06.030 ts on Debt Issuance 

10.06.030.010Vote to Issue General Oblieation Debt 

The issuance of general obligation bonds requires an afhrmative vote of a majority of electors voting. Constitutional limitations 
implemented by Measure 50 address voter requirements. For elections in May and November a simple majority of votes is 
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required. For all other elections, a simple majority of registered voters must vote in the election, and of those voting a simple 
majollty must vote affirmatively. 

10.06.030.020Statutorv General Obligation Bond Debt Limits 

Oregon Revised Statutes chapters 287 and 288 limit the outstanding general obligation principal indebtedness of the City other 
than bonds issued for water, sanitary or storm sewers to 3% of the tnle cash value of the taxable property within the City. 

10.06.030.030Council Imnosed Debt Limits 

The anntzal general obligation debt service for long-term issues (greater than five years), where the debt service is paid from 
property tax sources, shall not exceed 15% of the combined operating and capital budgets in the Governmental funds. 

10.06.030.040Limited Tax General Obligation Bonds 

The outstanding principal debt for Limited Tax General Obligation Bonds (LTGO), non-self-supporting leases, and f d l  faith and 
credit lease purchases, is limited to 1% of the true cash value of the taxable property in the City. Furthermore, annual debt 
payments shall not exceed 5% of t l~e combined operating and capital budgets in the Governmental Funds. 

10.06.030.050Revenue Bonds 

Revenue secured debt obligations will be undertaken only after a study of the projected operating, maintenance, debt service and 
coverage requirements and the impact of these requirements on user rates has been completed. The outcome of the study will be 
shared with the City Council prior to issuing the debt. 

10.06.040 Debt Issuance 

10.06.040.010Timin~ of Debt Issuance 

The timing for each debt issue in association with the construction schedule will be carefully considered, using the following 
criteria: 

a. Projected cash flow requirements for the capital project; 

b. Cash reserves on hand to temporarily fund preliminary project expenses; 

c. Spend down schedules identified by the IRS to meet arbitrage limitations; and 

d. Market conditions. 

10.06.040.020Com~etitive Sale 

All bonds will be sold at competitive sale unless it is in the City's best interest to sell at a negotiated sale. The City reserves tile 
right to reject any and all bids at a competitive sale and sell the bonds at a negotiated sale if it is in the best interest of the City of 
Corvallis to do so. 

10.06.040.030Refunding Bonds 

Refunding bonds may be authorized by the City Council providing the issuance complies with the rules adopted by the State 
Treasurer and outlined in Oregon Revised Statutes. 

10.06.040.040Annual Debt Pavment Limits 

To maintain the City's credit rating and expenditure flexibility, the annual debt service payments the City must make on net direct 
long-term general obligation debt shall not exceed 10% of operating revenue. To achieve this goal, on a per issue basis, the City 
will structure its debt to pay no less than 33% of the principal on bonds sold during the first half of the repayment term. 

10.06.040.050Overlat~pin_~ Debt 

City staff shall endeavor to notify the City Council of the debt issuance plans of the City's overlapping taxing jurisdictions and the 
possible impact such debt plans may have on the City's debt capacity. 

10.06.040.060Investrnent of Bond Proceeds 
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Receipt of bond proceeds will be timed to occur in conjunction with construction. However, it is acknowledged that in most cases 
bond proceeds will not be fully expended as soon as they are received. The City shall invest the proceeds from debt issuance in 
the legally authorized investment instruments for local governments in Oregon to maximize interest earnings available for the 
capital project. Prior to choosing an investment instrument, staff will take into consideration projected cash flow of the project 
and the likelihood that Internal Revenue Service (IRS) spend down targets will be met or exceeded. The investment instrument(s) 
shall be chosen to maximize interest earnings and minimize any arbitrage penalties which may accrue w i t h  the established IRS 
regulations. 

10.06.050 Leasing 

Lease purchase financing shall be considered only when the useful life of the item is equal to or greater than the length of the 
lease, and a lease purchase is the most economical method of purchasing available, If the item may become technologically 
obsolete or is likely to require major repair during the lease purchase period, then the item should be either purchased with cash 
or placed on an operating lease. 

The City shall maintain good communication with bond rating agencies about its financial condition. The City will follow a policy 
of full disclosure on evely financial report and bond prospectus. 

10.06.060.020Compliance with SEC Rules 

The City will comply with all aspects of the Securities and Exchange Commission rule 15c2-12 pertaining to secondary malrket 
disclosuxe. 

10.06.070 Debt Mmarernent Plan 

10.06.070.010Debt Management Plan 

A Comprehensive Debt Management Plan shall be developed and updated prior to the issuance of any additional debt. The 
Comprehensive Debt Management Plan shall encompass all debt of the City including, but not limited to: 

a. detail of the sources of funding for all debt; 

b. current and future debt capacity analysis; 

c. issues to be addressed for sound debt management; 

d. a contingency debt plan should any of the funding sources become unavailable in the foreseeable future; and 

e. reporting as to the City's compliance with its debt policies. 

The Administrative Sei-vices Committee shall review the Comprehensive Debt Management Plan prior to the issuance of new 
debt and any recommendations made therein. 

The City of Cornallis' basic operations have certain risks associated with them, which could have a significant financial impact if 
the risks were not managed. Risk Management policies are designed to identify and assess the risks, change factors that can be 
changed to reduce risks, ensure that risk is transferred to others when appropr-iate, and provide insurance to mitigate against 
losses. These policies set forth the over-arching guidance for the City's risk management functions. 

10.07.020 Risk Mana~ernent Report 

The City Manager shall annually prepare a Comprehensive Risk Management Report, including but not limited to: 

a. a summary of the past year's risk management claims, 

b. an identification of current and potential liability risks or activities potentially impacting the City's finances, 

c. specific strategies to address the risks identified, and 

Financial Policies Process Review Page 19 of 32 



Attachment A 
d. a summary of the past year's safety and violence in the workplace activities. 

10.07.030 Risk Management Program 

The City shall implement and maintain a Risk Management program designed to decrease exposure to risk. At a minimum, the 
program shall include: 

a. a safety program that emphasizes reducing risks through training and safe work habits, 

b. an annual examination of the City's insurance program to evaluate how much risk the City should assume, and 

c. other risk management activities, including review of all City contracts with respect to indemnification and insurance 
provisions. 

10.07.040 Risk Manapement Fund 

The Risk Management Fund shall be used to provide for insurance coverage, uninsured losses in excess of $500, safety program 
expenses, and prudent reserves, contingencies and fund balances. 

10.07.040.020Catastro~hic Reserves 

The targeted balance for unappropriated catastrophic reserves shall be $500,000 each year. Appropriated catastrophic reserves 
which are drawn down will be rebuilt the following fiscal year. Unappropriated catastrophic reserves which are drawn down 
below the recommended target will be re-built at the rate of a minimum of 33% of the deficit balance per year over three years, or 
sooner if practical. 

10.07.040.030Unreserved Fund Balance Target 

The unreserved fund balance target for the Risk Management Fund shall be $40,000. Should the ending fund balance drop below 
$40,000 in any fiscal year, it will be re-built the following year. Ending unreserved balances in excess of $40,000 will be used as a 
dividend to departments if the catastrophic reserves are fully funded or can be used as funding for additional expenditures in the 
safety program as directed by the City Manager and appropriated within the following budget year. If the excess is used as a 
dividend to departments, the funds will be returned to departments based on experience. 

CP 10.08 INVESTMENTS 

10.08.010 Introduction 

The City holds cash balances as part of its operations. The City invests balances in excess of daily needs in a variety of investment 
instruments. These policies establish and provide guidelines for the safe and efficient management of City funds, and the purchase 
and sale of investment instruments. The goal is to minimize risk and ensure the availability of cash to meet expenditures, while 
minimizing idle funds. These policies provide direction for managing the City's investments. 

10.08.020.010Application of Policy 

These investment policies apply to al l  cash-related assets within the scope of the City's audited financial statements and held 
directly by the City. Funds held and invested by trustees or fiscal agents are excluded from these policies; however, such funds are 

subject to regulations established by the State of Oregon. 

10.08.020.020Pooled Cash 

The City of Corvallis will make use of pooled cash to invest under the prudent investor rule. The rule states "Investments shall be 
made with judgment and care, under circumstances then prevailing, which persons of prudence, discretion and intelligence 
exercise in the management of their own affairs, not for speculation, but for investment considering the probable safety of their 
capital as well as the probable income to be derived." 

10.08.030 Objectives 

The City's investment objectives are: 
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a. Preserve capital and protect investment plincipal, 

b. Conform with federal, state and other legal requirements, 

c. Maintain sufficient liquidity to meet operating requirements, 

d. Diversify to avoid incurring unreasonable risks regarding specific security types or individual financial institutions, 

e. Attain a market rate of rerum throughout budgetary and economic cycles, 

f. Invest with the intent to hold until maturity. 

The authority for investing City funds is vested with the City LVanager, who, in turn, may designate the Finance Director as 
Treasurer to manage the day-to-day operations of the City's investment portfolio, place purchase and sell orders with dealers and 
financial institutions, and prepare reports as required. 

10.08.040.020Investment Council 

To assist the City Manager in carrying out this management responsibility for the investment program, the Investment Council 
has been created. The Investment Council shall be composed of the City Manager, the Finance Director, the City Attorney, and a 
citizen of the City of proven integrity and business ability. The City Council President, or the Council Vice-President if the 
Council President is unable to serve, shall serve ex-officio as a voting member. 

10.08.040.030Investment Council Charge 

The Investment Council is responsible for providing advice with respect to the investment decisions, activities, and establishment 
of written procedures for investment operations. Monitoring of the portfolio shall be performed by the Investment Council at 
least quarterly and verified by the City's independent auditor at least annually. The Investment Comcil shall review investment 
reports, investment strategies, investment holdings, banking relationslips, and the legality and probity of investment activities. 

10.08.040.040Investment Council Meetings 

The Investment Council shall meet quarterly. At each meeting, the Investment Council reviews investment reports submitted by 
the City Treasurer reflecting investment activity for each of the immediately preceding three months. Acceptance of the report 
must be unanimous. Should the reports not be accepted, the reports shall be revised accordingly by the City Treasurer and 
resubmitted to the Investment Council at its next regularly scheduled meeting or sooner if requested. 

10.08.040.050Investment Maturitv Matches Cash Flow 

Recognizing that the City's need for h d s  is not constant, the City Treasurer should schedule investments in coordination with all 
funds such that there is as little idle cash as practical, consistent with tile projected cash flow budget. 

10.08.040.060 Administrative Investment Policy 

The City Treasurer shall annually update the City's administrative policy for investments, to be reviewed and approved by the 
Investment Council prior to adoption. Significant changes to the Investment Administrative Policy shall be submitted to the 
Oregon Short Term Fund Board for review after City Manager approval. 

10.08.050.0101nvestment Instruments 

Funds of the City of Corvallis must be limited to those investments allowed by the statutes of the State of Oregon and as 
identified in the Investment Administrative Policy. 

10.08.050.0201nvestment Diversification 

Funds of the City of Corvallis will be invested L1 accordance with diversification by financial instirution, investment type, and 
maturity as outlined in the Investment Administrative policy. 
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The City Treasurer shall submit an annual statement certifymg compliance with the Investment Administrative Policy to the 
Investment Council, noting compliance throughout the most recently completed fiscal year. This statement shall be filed by 
August 1 of each year. 

10.08.060.020Monthly Reports 

The City Treasurer shall provide the Investment Council with a Monthly Investment Report reviewing the compliance with the 
Investment Administrative Policy and providing data on investment instruments being held, as well as any narrative necessary for 
clarification. The Monthly Investment Report shall include summary information about all investments held in the City's portfolio 
as of the end of the month, and shall be issued and posted on the City's web site within 21 days after the end of the monthly 
reporting period. 

CP 10.09 ACCOUNTING AND FINANCIAL REPORTING 

10.09.010 Introduction 

The City of Corvallis maintains a system of financial management that ensures transactions are appropriately recorded, assets are 
managed for the benefit of the community, risk of fraud or financial loss is identified and internal controls are developed and 
maintained to manage the risk. The financial markets and other interested parties rely on the City's annual financial statements to 
ensure Corvallis bondholders the City's financial condition will allow the City to continue to make all required debt payments. As 
a result, it is critical that the City's financial condition is reported accurately and timely. These Accounting and Financial Reporting 
policies have been developed to meet these goals. 

10.09.020 Internal Controls 

10.09.020.010Interna1 Control System 

The City shall establish and maintain a process that is designed to provide reasonable assurance that the City is achieving the 
following objectives: 

a. effective and efficient operations, 

b. reliable and accurate financial information, 

c. compliance with applicable laws and regulations, and 

d. safeguarding assets against unauthorized acquisition, use, or disposition. 

10.09.020.020Annual Audit 

The City shall hire an independent external auditor to perform an annual audit of the financial statements, including tests of the 
internal controls. It is the City's objective that the financial statements receive an unqualified opinion, an opinion in which the 
auditor can state, without reservation, that the financial statements are fairly presented in conformity with G M .  

10.09.030 Financial System 

10.09.030.010Pu1~ose of the Financial System 

The financial system shall be used as the means of recording and reporting financial transactions in a way that will assist users in 
assessing the service efforts, costs and accomplishments of the City. 

10.09.030.020Financial System Characteristics 

The City's accounting and reporting system shall demonstrate the following characteristics: 

reliability, 

accuracy, 
consistency, 

timeliness, 

efficiency, 

responsiveness, 

compliance with legal requirements, and 

compliance with generally accepted accounting principles (GLUE'). 
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By Council resolution, the City shall establish and maintain only those funds that are necessary by law and for sound financial 
admnhistration. The funds shall be structured in a manner consistent with GAXP, to maximize the City's ability to audit, measure 
and evaluate financial performance. The fund structure will be reviewed annually and the Finance Director will recommend 
changes to improve compliance with Council policies, fmancial planning, resource allocation and service delivery will be made to 
the City Manager at the beginning of the annual budget process. 

10.09.040 External Financial RepoEting 

10.09.040.010Com~rehensive Annual Financial R e ~ o r t  (CXFR) 

The City shall annually prepare and publish, by December 3lSt of each year, a Comprel~ensive Aalual Financial Report (CXFR) in 
conformity wid1 generally accepted accounting principles. The CXFR shall include but not be limited to: 

an explanation of the nature of the reporting entity, 

the extent of activities conducted by the City, 

comparison of actual activity to adopted budget, 

an explanation of the City's fiscal capacity, 

disclosure of short and long term liabilities of the City, 

capital assets reporting, 

cash policies and compliance reporting, 

accounting policies, controls and management responsibilities, and 

all other disclosures required by GAXP. 
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MOODY'S AFFIRMS Aa2 RATING ON THE CITY OF CORVALLIS (OR) UNLIMITED TAX (2.0. 
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 Aa2 rating o n  
the  City o f  Corvallis, Oregon's outstanding $1.8 million o f  general obligation unlimited tax  
bonds. I n  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 t o  maintain 
satisfactory reserve levels in  the near- t o  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 is fixed rate and the city is not  
a party t o  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 t o  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 o f  Portland, is a well-established community which 
has long been the home of Oregon State University (OSU). 
Positively, the university's presence continues t o  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% t o  an estimated 55,125 residents. In 
addition to  employment opportunities a t  the University, other employment sectors include 
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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. 
Major 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.S0/0 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 ievy (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 A\!EPAGE 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: 
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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 t o  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 

Direct debt: 0.2% 

Payout of Principal (10 years): 38.7% 

FYlO General Fund Balance: $670,000 (4.8% of General Fund revenues) 

FYI0 General Fund Balance (unreserved, undesignated): $482,000 (3.5% of  General Fund 
revenues) 

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

FYI0 Operating Fund Balance (unreserved, undesignated): $4.3 mill ion (12.2% of 
Operating Fund revenues) 

1999 Per Capita Income (as O/O o f  OR and US): $19,317 (92.2% and 89.5%) 

1999 Median Family Income (as O/O o f  OR and US): $53,208 (109.3% and 106.3%) 

Unemployment as o f  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 
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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 o f  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 rat ing is o f  sufficient quality and f rom 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 issuerlentity page on Moodys.com for the last rat ing action 
and the rat ing history. 

The date on which some Credit Ratings were first released goes back t o  a t ime 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 t o  it. Please see 
the ratings disclosure page on our website www.mood~s.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 o f  each rat ing category and the  
definition o f  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 PATINGS ARE MBODY'S IP?LIESTORS SERVICE, INC.'S ("MIS") CCIRREl'dT 
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 ESTIMATED FINANCIAL LOSS I N  THE EVENT OF DEFAULT. CREDIT 
RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT NOT LIMITED TO: 

Financial Policies Process Review Page 27 of 32 



Attachment B 

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 I S  UNDER CONSIDERATION 
FOR PURCHASE, HOLDING, OR SALE. 

ALL INFORMATION CONTAINED HEREIN I S  PROTECTED BY LAW, INCLUDING BUT NOT 
LIMITED TO, COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR 
OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMIITED, TRANSFERRED, 
DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR 
ANY SUCH PURPOSE, I N  WHOLE OR I N  PART, I N  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 t o  be 
accurate and reliable. 

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

The ratings, financial reporting analysis, projections, and other observations, if any, 
constituting part  o f  the information contained herein are, and mus t  be construed solely as, 
statements of opinion and not statements of fact o r  recommendations t o  purchase, sell or  
hold any securities. Each user o f  the  information contained herein mus t  make i ts own 
study and evaluation o f  each security it may consider purchasing, holding o r  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 I S  GIVEN OR MADE BY MOODY'S I N  ANY FORM OR 
MANNER WHATSOEVER. 

MIS, a wholly-owned credit rating agency subsidiary o f  Moody's Corporation ("MCO"), 
hereby discloses tha t  most issuers o f  debt securities (including corporate and municipal 
bonds, debentures, notes and commercial paper) and preferred stock rated by MIS have, 
prior to  assignment o f  any rating, agreed to  pay t o  MIS for  appraisal and rat ing services 
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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 rat ing 
processes. 

Information regarding certain affiliations that  may exist between directors o f  MCO and 
rated entities, and between entities who hold ratings .from MIS and have also publicly 
reported t o  the SEC an ownership interest in MCO of  more than 5%, is posted annually a t  
www.moodvs.com under the 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 6 1  003 399 657, which holds Australian Financial Services 
License no. 336969. This document is intended to  be provided only t o  "wholesale clients" 
within the meaning of section 761G of the Corporations Act 2001. By continuing t o  access 
this document from within Australia, you represent to  MOODY'S that  you are, o r  are 
accessing the  document as a representative of, a "wholesale client" and that  neither you  
nor the  entity you represent will directly o r  indirectly disseminate this document o r  i ts 
contents t o  "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 b y  
Moody's Japan K.K. ("MJKK") are MJKK's current opinions of  the relative future credit r isk 
o f  entities, credit commitments, or  debt o r  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 o f  
MCO. 

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

Appropriate Level of Unrestricted Fund Balance in the General Fund (2002 and 2009) 
(BUDGET and C 

Background. Accountants employ the term fund balance to describe the net assets of governmental 
funds calculated in accordance with generally accepted accounting principles (GAAP). Budget 
professionals commonly use this same term to describe the net assets of governmental funds calculated 
on a government's budgetary basis.' In both cases, fund balance is intended to serve as a measure of the 
financial resources available in a governmental fund. 

Accountants distinguish up to five separate categories of fund balance, based on the extent to which the 
government is bound to honor constraints on the specific purposes for which amounts can be spent: 
nonspendable fund balance, restrictedfiind balance, committed fund balance, assigned fund balance, 
and unassigned fund balance.' The total of the last three categories, which include only resources 
without a constraint on spending or for which the constraint on spending is imposed by the government 
itself, is termed unrestricted fund balance. 

It is essential that governments maintain adequate levels of fund balance to mitigate current and future 
risks (e.g., revenue shortfalls and unanticipated expenditures) and to ensure stable tax rates. Fund 
balance levels are a crucial consideration, too, in long-term financial planning. 

In most cases, discussions of fund balance will properly focus on a government's general fund. 
Nonetheless, financial resources available in other funds should also be considered in assessing the 
adequacy of unrestricted fund balance (i.e., the total of the amounts reported as committed, assigned, 
and unassigned fund balance) in the general fund. 

Credit rating agencies monitor levels of fund balance and unrestricted fund balance in a government's 
general fund to evaluate a government's continued creditworthiness. Likewise, laws and regulations 
often govern appropriate levels of fund balance and unrestricted fund balance for state and local 
governments. 

Those interested primarily in a government's creditworthiness or econornic condition (e.g., rating 
agencies) are likely to favor increased levels of fund balance. Opposing pressures often come from 
unions, taxpayers and citizens' groups, which may view high levels of fund balance as "excessive." 

Recommendation. The Government Finance Officers Association (GFOA) recommends that 
governments establish a formal policy on the level of unrestricted fund balance that should be 
maintained in the general fund.3 Such a guideline should be set by the appropriate policy body and 

1 For the sake of clarity, this recommended practice uses the terms GAAP fund balance and budgetary fund balance to 
distinguish these two different uses of the same term. 
2 These categories are set forth in Governmental Accounting Standards Board (GASB) Statement No. 54, Fund Balance 
Reporting and Governmental Fund Type Definitions, which must be implemented for financial statements for periods ended 
June 30,2011 and later. 
3 Sometimes restricted fund balance includes resources available to finance items that typically would require the use of 
unrestricted fund balance (e.g., a contingency reserve). In that case, such amounts should be included as part of unrestricted 
fund balance for purposes of analysis. 
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should provide both a ten~poral framework and specific plans for increasing or decreasing the level of 
unrestricted fund balance, if it is inconsistent with that policy.4 

The adequacy of unrestricted fund balance in the general fund should be assessed based upon a 
government's own specific circumstances. Nevertheless, GFOA recommends, at a minimum, that 
general-purpose governments, regardless of size, maintain unrestricted fund balance in their general 
fund of no less than two months of regular general fund operating revenues or regular general fund 
operating e ~ ~ e n d i t u r e s . ~  The choice of revenues or expenditures as a basis of comparison may be 
dictated by what is more predictable in a government's particular  circumstance^.^ Furthermore, a 
government's particular situation often may require a level of unrestricted fimd balance in the general 
fund significantly in excess of this recommended minimum level. Ji any case, such measures should be 
applied within the context of long-term forecasting, thereby avoiding the risk of placing too much 
einphasis upon the level of unrestricted fund balance in the general fund at any one time. 

In establishing a policy governing the level of unrestricted fund balance in the general fund, a 
government should consider a variety of factors, including: 

The predictability of its revenues and the volatility of its expenditures (i.e., higher levels of 
unrestricted fund balance may be needed if significant revenue sources are subject to 
unpredictable fluctuations or if operating expenditures are highly volatile); 
Its perceived exposure to significant one-time outlays (e.g., disasters, immediate capital needs, 
state budget cuts); 

a The potential drain upon general fund resources from other funds as well as the availability of 
resources in other funds (i.e., deficits in other funds may require that a higher level of 
unrestricted fund balance be maintained in the general fund, just as, the availability of resources 
in other h d s  may reduce the amount of unrestricted fund balance needed in the general 
Liquidity (i.e., a disparity between when financial resources actually become available to make 
payments and the average maturity of related liabilities may require that a higher level of 
resources be maintained); and 
Commitments and assignments (i.e., governments may wish to maintain higher levels of 
unrestricted fund balance to compensate for any portion of unrestricted fund balance already 
committed or assigned by the government for a specific purpose). 

Furthermore, governments may deem it appropriate to exclude from consideration resources that have 
been committed or assigned to some other purpose and focus on unassigned fund balance rather than on 
unrestricted fund balance. 

Naturally, any policy addressing desirable levels of unrestricted fund balance in the general fund should 

S e e  Recommended Practice 4.1 of the National Advisory Council on State and Local Budgeting governments on the need to 
"maintain a prudent level of fmancial resources to protect against reducing service levels or raising taxes and fees because of 
temporary revenue shortfalls or unpredicted one-time expenditures" (Recommended Practice 4.1). 
In practice, a level of unrestricted fund balance significantly lower than the recommended minimum may be appropriate for 

states and A~er ica ' s  hges t  goveixiinenis (e.g., cities, counties, and schooi districts') because they often are in a better 
position to predict contingencies (for the same reason that an insurance company can more readily predict the number of 
accidents for a pool of 500,000 drivers than for a pool of fifty), and because their revenues and expenditures often are more 
diversified and thus potentially less subject to volatility. 
In either case, unusual items that would distort trends (e.g., one-time revenues and expenditures) should be excluded, 

whereas recurring transfers should be included. Once the decision has been made to compare unrestricted fund balance to 
either revenues or expenditures, that decision should be followed consistently  om period to period. 

However, except as discussed in footnote 4, not to a level below the recommended minimum. 
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be in conformity with all applicable legal and regulatory constraints. In this case in particular, it is 
essential that differences between GAAP fund balance and budgetary fund balance be hlly appreciated 
by all interested parties. 

Approved by the GFOA's Executive Board, October, 2009. 
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To: Administrative Selvices Committee 

Prom: Ellen Volmert, City Manager Pro Tem 
Subject: Council Policy: Compensation Review 

Date: September 2 1,20 1 1 

PURPOSE 
This report presents a draft revised City Compensation policy for Administrative Services Committee 
(ASC) discussion and recolnmendation to the full City Council as well as seeks direction for 
development of a Council Policy template. 

BACKGROUND 
At the meeting of September 7,20 1 1, ASC continued to work on revisions to City Council Policy 91 - 
3.02 City Compensation Policy. A number of changes to the September 7th draft policy were approved 
by the Committee and ASC therefore asked that the policy be retunled for additional review at the next 
meeting. Part of the review also pointed to the need to develop a consistent policy format to improve 
clarity and consistency between policies. 

DISCUSSION 
In addition to the revisions presented on September 7th, the attached draft policy includes several 
additional changes as follows: 

1. The prior Purpose section has been divided into tlxee sections, Purpose, Mission, and Goals. The 
last goal language has been revised as approved by ASC. 

2. Spaces have been added between each section and subsection to improve readability. 
3. Definition of compensation has been corrected to indicate all perquisites of the job. 
4. Subsections b and c under the Equity definition have been reworded and clarified based on 

direction from the September 7 meeting. 
5. Section 3.02.025 has been reorganized with a heading and two subsections. 
6. Typographical errors identified in the prior draft have been corrected. 
7. Section 3.02.03 1 Fiscal constraints policy has been clarified. 
8. Section 3.02.041 External Relationships has a sentence added to clarify that external equity is 

primary to internal equity considerations under the policy. 

In discussing the format of this Council policy, ASC indicated a desire to develop a consistent Co~mcil 
Policy template that would be used to improve clarity and consistency between all Council policies. This 
could be used when policies move forward for their periodic review. Attached to this report for yow 
information, are the instsuctions from the City Manager's Office to departments regarding updates to 
City Council Policies. There is not a formal template common for all Council policies as there is for 
Administrative Policies, however, the informal template used by staff is attached. In general, all policies 



appear to have common sections (Purpose, Policy, Review and Update) and several, but not all, have 
sections for Definitions, Procedures, and Guidelines. Many have headings that are unique to that policy 
or are shared with few other policies and are related to the specific subject matter discussed. Based on 
this, there appears to be a need for a certain amount of flexibility relative to the ability to adapt a 
relatively consistent core of section titles for specific circumstances. Some questions ASC may want to 
consider include: 

1. It was quite important to ASC in the Compensation Policy review to clearly highlight a separate 
overarching mission and specific goals as well as a Purpose. Are these sections which ASC 
would like to recommend all Council policies include? 

2. Likewise, ASC spent a fair amount of time developing definitions in the Compensation Policy in 
order to ensure a consistent understanding of the terms used. Several Council Policies already 
include a Definitions section. Would ASC recommend always including a section entitled 
Definitions? 

3. Should all the sections currently common to the policies (Purpose, Policy, Review and Update) 
be part of a consistent template? 

4. Should other sections be determined based on the needs of the subject matter? 
5. Are there other sections that should be included in all policies? 

Staff would be able to use the answers to these questions to develop a formal template for ASC 
consideration at the next meeting. That would also allow time for Council discussion of ASC's 
recommendations prior to ASC recommending a specific template. If more time is needed, the matter 
can be placed on the agenda for additional meetings. 

RECOMMENDATION 
That the Administrative Services Committee review the draft Compensation policy and recommend 
approval to the City Council and provide direction to staff relative to development of a Council Policy 
template. 
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COUNCIL POLICY MANUAL 

POLICY AREA 3 = PERSONNEL AND ADMINISTMTIVE MNTERS 

Revised 1989 
Affirmed October 7, 1991 
Affirmed 1993 
Revised October 16, 1995 
Revised October 20, 1997 
Affirmed November 1, 1999 
Affirmed June 18,2001 
Revised January 5,2004 
Revised September 7, 2004 
Revised November, 2006 
Revised October, 2008 
Revised Septern ber, 204 1 

3.02.01 0 Purpose 

3.02.01 1 This policy provides a basis for establishing total compensation for those 
directly employed by the City of Corvallis. Council appointed, temporary, or 
casual employees are not covered by this policy. 

3.02.020 Mission 

3.02.021 To ensure long term community livability, fiscally sustainable City budgets 
and social sustainability within the City organization, through administration 
of compensation policies designed to maximize efficient delivery of City 
services within the City's ability to pay; while also recognizing the value of 
work performed by employees. 

3.02.030 Goals 

3.02.031 The goals for this policy are prioritized as follows: 
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a. Ensure the delivery of high quality City services at a level desired by 
citizens. 

b. Attract and retain highly qualified employees. 

c. Provide the City Council with the flexibility necessary to meet 
organizational goals. 

d. Maintain positive and effective labor relations. 

e. Ensure compensation equity among employees. 

3.02.040 Definitions 

3.02.041 Benefits - As defined in State law and generally referring to the portion of 
total compensation not represented by wages. 

3.02.042 Compensation - Total compensation is defined in State law as all rewards 
and recognition including base wages, other salary and incentive 
compensation, benefits and perquisites; and specifically all direct or indirect 
wages and benefits for a specific position which have a material value. 

3.02.043 Equity - consisting of three dimensions: 

a. Market Value or External Equity - An external valuation based on analysis 
of roughly equivalent positions from comparator cities, within a reasonable 
recruitment area, as defined by State law. 

b. Relative Compensatory Value - Comparison between classifications within 
the organization based on a system of point values assigned on the basis of 
five factors: level of responsibility, knowledge, physical requirements, work 
environment, and interpersonal relations. 

c. Inadequate Compensation Differential/Compression - Comparison 
between classifications within the organization to ensure appropriate 
compensation differential between classifications within a particular job 
family. 

3.02.044 Fiscally Sustainable City Budget - A City budget where increases in annual 
expenses are no greater than increases in associated annual revenue. 

3.02.045 Classification - consisting of individual jobs and job families: 

a. Job Classification - One or more positions sharing a common job 
description and common job classification system points. 
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b. Job Family Structure -A  tool to differentiate classifications within a similar 
technical area which are distinct enough, based on the point value, to merit a 
different job classification. 

3.02.046 Job Factors: 

a. Interpersonal Relations - The importance and difficulty of conducting 
interpersonal reiations for the job including both the level of interpersonal skill 
required and the scope of interpersonal contacts. 

b. Knowledge - The total capability required to learn and perform the job 
competently. Includes both level of knowledge and the application of that 
knowledge to work situations (challenge) faced in the classification. 

c. Physical Requirements -The coordinative and manipulative skills as well 
as the level of exertion required. 

d. Responsibility - The total magnitude of job responsibility including both the 
level of responsibility and the degree of job impact. 

e. Work Environment - The need to perform under less than optimal working 
circumstances including difficulty, work pressure and workflow, and work 
location and conditions. 

3.02.047 Social Sustainability - defined in Council Policy 1.08.053. 

3.02.048 Stability of Employment - Refers to an individual's duration of employment 
with a given organization in combination with that individual's perception of 
that employment situation. 

3.02.049 Wages -An employee's pay including the base wage and any special pays 
for certifications, assignments, market conditions, etc. 

3.02.051 Fiscal Constraints 

Compensation goals shall be addressed within the following fiscal 
constraints: 

a. the economic ability of the City to pay 

b. reasonable limits on the cost to provide City services 
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c. budgetary restrictions established by the City Council 

3.02.052 Administration 

The City Manager is authorized to administer this Policy through plans 
developed in accordance with this Compensation Policy's mission, goals and 
policies. The City Manager will give particular attention to the City's long term 
budgetary outlook, the City's ability to pay, the reasonable cost of providing 
City services as well as any applicable State law. 

3.02.053 Total Compensation 

Salary range and all other elements of compensation shall be established on 
the basis of how well the organization's total compensation best meets 
stated policy goals and constraints. 

3.02.054 Recruitment and Retention 

To the extent that employee compensation is found to detract from the City's 
ability to recruit or retain a qualified work force, compensation may be 
adjusted according to the results of a market value analysis for specifically 
impacted job classifications. 

3.02.055 Collective Bargaining 

State law dictates which employees are covered by collective bargaining 
agreements; and for such employees, compensation is a mandatory subject 
of bargaining. The application of CP 91-3.02 is, therefore, also subject to the 
collective bargaining process. 

3.02.056 Survey of Comparable Cities 

Surveys of comparable cities, as defined by State law, regarding 
compensation for specified positions as well as the overall compensation 
structure are a standard implementation tool in analyzing appropriate 
employee compensation levels. Compensation survey results will be reported 
to Council in a timely manner. 

3.02.057 Exceptional Service 

The City has long desired a means to reward employees, work groups and 
teams for exceptional service. The Council supports the development and 
implementation of creative programs and incentives, both monetary and non- 
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monetary, to recognize exceptional service by employees leading to the 
enhancement of community livability. 

3.02.060 Compensation Equity 

3.02.061 External Relationships 

To be competitive in the employment market, the external value of 
individual job classifications will be determined by comparing City total 
compensation rates with those of comparator cities within a reasonable 
recruitment area, as defined by State law and with the mean of such 
comparators as a benchmark. In setting compensation, external equity is 
the primary factor, with relative compensatory value and compression as 
secondary factors. 

3.02.062 Relative Compensatory Value 

Relative compensatory value will be a consideration in determining 
appropriate total compensation. Determining the relative value of job 
classifications within the organization includes analysis of similarities and 
differences between them using the following factors: 
a. Level of Responsibility 
b. Knowledge 
c. Physical Requirements 
d. Work Environment 
e. Interpersonal Relations 

3.02.063 Compression 

Proper analysis of job family structure is an important implementation tool 
with respect to the preservation of vertical compensation equity and the 
avoidance of serious compensation compression issues. 

3.02.070 Review and Update 

This Policy shall be reviewed at least every two years in October by the City 
Manager for recommendation to the Council on appropriate revisions. 
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CIm OF CORVALLIS 

COUNCIL POLiGY MANUAL 

POLICY AREA X = 

Revised month, day, year 

1 .01.010 Purpose 

1.01.020 Backsround 

1.01.030 Definitions 

a. 

b. 

I .01.040 Policy 

1.01.041 

1 .O1 .050 Review and Update 

This policy shall be reviewed every - years by and updated as 
appropriate. 
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INSTRUCTIONS FOR 
UPDATING CITY COUNCIL POLICIES 

Updated Feb 201 l City Manager's Office 

BACKGROUND: THE POLICY REVIEW PROCESS 

Updates to Council policies occur at intervals specified in each policy. Some are 
updated annually, some biennially, some triennially, etc. Just prior to the beginning of a 
new calendar year, staff at the City Manager's Office send out to departments a list of 
Council policies to be reviewed in the coming year. 

The process to update a policy begins when it is scheduled for review by a Standing 
Committee (Administrative Services, Human Services, or Urban Services). Scheduling 
of these reviews is handled by the City Manager's Office. 

Once a policy is scheduled for review at a Standing Committee meeting, the 
responsible department director is notified. The department then conducts its own 
preliminary review of the policy and submits a staff report to the City Manager regarding 
recommendations for changes in the policy, if any. Once approved, the staff report and 
accompanying proposed policy are forwarded for inclusion in the appropriate Standing 
Committee packet. The department director or designee then presents its staff report 
to the Standing Committee for discussion. The Standing Committee makes 
recommendations for policy changes, which are forwarded to the City Council for final 
approval. 

SPECIFIC MECHANICS TO UPDATE THE POLICY I"FEELF 

All Council policies are located on the City's common drive at l:\cmo\cigVvvide\ci51y 
eouncil'lpolr'cr'w. Those responsible for a particular policy's review should use the 
following procedure for updating: 

1 .  Copy the appropriate policy to your directory. Please do not use the policy on the 
conxnon drive as your working copy. 

2. Clearly show the proposed policy changes by using the strikeout and bold 
functions. This will serve as the proposed policy that is attached to the staff report 
that goes to the Standing Committee. 

3. Following Council's approval (reminder - Standing Committee cannot approve a 
policy - they only inake recommendations), update your working copy to reflect 
the new policy (remove strikeouts and shadows). Be sure to update the review 
date information contained at the top of the policy (see example below): 

Revised October 7, 199 1 
Revised December 20, 1993 
Revised October 16, 1995 
Affirmed November 6,2000 



In the example above, no changes were made to the policy on November 6,2000, 
so the word Affirmed was used. Also, please note that the date reflects when 
Council approved the policy - not when it was reviewed by the Standing 
Committee. Please keep all policies in Aria1 (easier to fax), 12 point, and fallow 
the previously established format. 

4. E-mail the newlv updated poliw to Carla Holzworth in the City Manager's 
Office. Please do not save your newly updated policy back to the common drive. 
Using e-mail will ensure that CMO staff is aware that the policy has indeed been 
updated. Carla will then send the updated policy out to the departments so 
individual Council policy books can be kept current. The newly updated policy 
will then be placed on the common drive and posted to the City's Web site. 

NOTE: Updates to the City's Financial Policies (Policy Area 10) are coordinated by the Finance 
Director. 

If you have any questions, please call Carla Holzworth, City Manager's Office, x5075. 

I:\cmo\citywide\ccpoIs\misc\instructions to update council policies. wpd 



CITY OF CORVALLIS 

COUNCIL POLICY MANUAL 

POLICY AREA 3- PERSONNEL AND ADMINISTRATIVE MATTERS 

CP 91-3.02 City Compensation Policy 

Adopted April 6, 1987 
Revised 1989 
Affirmed October 7, 1991 
Affirmed 1993 
Revised October 16, 1995 
Revised October 20, 1997 
Affirmed November 1, 1999 
Affirmed June 18, 2001 
Revised January 5, 2004 
Revised September 7, 2004 
Revised November, 2006 
Revised November 6, 2006 
Revised January 5, 2009 
Revised October 3, 2011 

3.02.010 Purpose 

3.02.011 This policy provides a basis for establishing total compensation for those 
directly employed by the City of Corvallis. Council appointed, temporary, or 
casual employees are not covered by this policy. 

3.02.020 

3.02.021 

Mission 

To ensure long term community livability, fiscally sustainable City budgets 
and social sustainability within the City organization, through administration 
of compensation policies designed to maximize efficient delivery of City 
services within the City's ability to pay; while also recognizing the value of 
work performed by employees. 
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3.02.030 

3.02.031 

3.02.040 

3.02.041 

3.02.042 

3.02.043 

Goals 

The goals for this policy are prioritized as follows: 

a. Ensure the delivery of high quality City services at a level desired by 
citizens. 

b. Attract and retain highly qualified employees. 

c. Provide the City Council with the flexibility necessary to meet 
organizational goals. 

d. Maintain positive and effective labor relations. 

e. Ensure compensation equity among employees. 

Definitions 

Benefits - As defined in State law and generally referring to the portion of 
total compensation not represented by wages. 

Compensation- Total compensation is defined in State law as all rewards 
and recognition including base wages, other salary and incentive 
compensation, benefits and perquisites; and specifically all direct or indirect 
wages and benefits for a specific position which have a material value. 

Equity- consisting of three dimensions: 

a. Market Value or External Equity - An external valuation based on 
analysis of roughly equivalent positions from comparator cities, within a 
reasonable recruitment area, as defined by State law. 

b. Relative Compensatory Value - Comparison between classifications 
within the organization based on a system of point values assigned on the 
basis of five factors: level of responsibility, knowledge, physical 
requirements, work environment, and interpersonal relations. 

c. Inadequate Compensation Differential/Compression - Comparison 
between classifications within the organization to ensure appropriate 
compensation differential between classifications within a particular job 
family. 
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3.02.044 

3.02.045 

3.02.046 

3.02.047 

3.02.048 

3.02.049 

Fiscally Sustainable City Budget- A City budget where increases in annual 
expenses are no greater than increases in associated annual revenue. 

Classification - consisting of individual jobs and job families: 

a. Job Classification - One or more positions sharing a common job 
description and common job classification system points. 

b. Job Family Structure-A tool to differentiate classifications within a similar 
technical area which are distinct enough, based on the point value, to 
merit a different job classification. 

Job Factors: 

a. Interpersonal Relations- The importance and difficulty of conducting 
interpersonal relations for the job including both the level of interpersonal 
skill required and the scope of interpersonal contacts. 

b. Knowledge - The total capability required to learn and perform the job 
competently. Includes both level of knowledge and the application of that 
knowledge to work situations (challenge) faced in the classification. 

c. Physical Requirements- The coordinative and manipulative skills as well 
as the level of exertion required. 

d. Responsibility- The total magnitude of job responsibility including both 
the level of responsibility and the degree of job impact. 

e. Work Environment - The need to perform under less than optimal 
working circumstances including difficulty, work pressure and workflow, 
and work location and conditions. 

Social Sustainability- defined in Council Policy 1.08.053. 

Stability of Employment- Refers to an individual's duration of employment 
with a given organization in combination with that individual's perception of 
that employment situation. 

Wages -An employee's pay including the base wage and any special pays 
for certifications, assignments, market conditions, etc. 
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3.02.050 

3.02.051 

3.02.052 

3.02.053 

3.02.054 

3.02.055 

Policy 

Fiscal Constraints 

Compensation goals shall be addressed within the following fiscal 
constraints: 

a. the economic ability of the City to pay 

b. reasonable limits on the cost to provide City services 

c. budgetary restrictions established by the City Council 

Administration 

The City Manager is authorized to administer this Policy through plans 
developed in accordance with this Compensation Policy's mission, goals and 
policies. The City Manager will give particular attention to the City's long term 
budgetary outlook, the City's ability to pay, the reasonable cost of providing 
City services as well as any applicable State law. 

Total Compensation 

Salary range and all other elements of compensation shall be established on 
the basis of how well the organization's total compensation best meets stated 
policy goals and constraints. 

Recruitment and Retention 

To the extent that employee compensation is found to detract from the City's 
ability to recruit or retain a qualified work force, compensation may be 
adjusted according to the results of a market value analysis for specifically 
impacted job classifications. 

Collective Bargaining 

State law dictates which employees are covered by collective bargaining 
agreements; and for such employees, compensation is a mandatory subject 
of bargaining. The application of CP 91-3.02 is, therefore, also subject to the 
collective bargaining process. 
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3.02.056 

3.02.057 

3.02.060 

3.02.061 

3.02.062 

Survey of Comparable Cities 

Surveys of comparable cities, as defined by State law, regarding 
compensation for specified positions as well as the overall compensation 
structure are a standard implementation tool in analyzing appropriate 
employee compensation levels. Compensation survey results will be reported 
to Council in a timely manner. 

Exceptional Service 

The City has long desired a means to reward employees, work groups and 
teams for exceptional service. The Council supports the development and 
implementation of creative programs and incentives, both monetary and non
monetary, to recognize exceptional service by employees leading to the 
enhancement of community livability. 

Compensation Equity 

External Relationships 

To be competitive in the employment market, the external value of 
individual job classifications will be determined by comparing City total 
compensation rates with those of comparator cities within a reasonable 
recruitment area, as defined by State law and with the mean of such 
comparators as a benchmark. In setting compensation, external equity is 
the primary factor, with relative compensatory value and compression as 
secondary factors. 

Relative Compensatory Value 

Relative compensatory value will be a consideration in determining 
appropriate total compensation. Determining the relative value of job 
classifications within the organization includes analysis of similarities and 
differences between them using the following factors: 

a. Level of Responsibility 

b. Knowledge 

c. Physical Requirements 

d. Work Environment 

e. Interpersonal Relations 
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3.02.063 

3.02.070 

Compression 

Proper analysis of job family structure is an important implementation tool 
with respect to the preservation of vertical compensation equity and the 
avoidance of serious compensation compression issues. 

Review and Update 

This Policy shall be reviewed at least every two years in October by the City 
Manager for recommendation to the Council on appropriate revisions. 
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