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MEMORANDUM 

December 2, 2011 

-.----

To: Ayministr?t1 Service 

From:~~~-a.c:n"-, .,~.,-'-......,....;> 

Subject: CMC 7.04 Alarm Control Ordinance Fees Update 

PURPOSE 

The City of Corvallis Financial Internal Working Group requested the Alarm Control 
Ordinance fees be updated. Council Action Required. 

BACKGROUND 

The Alarm Contro1 Ordinance fees were originally determined and have not been updated 
since 1976 when the Ordinance was established. The purpose ofthe Alarm Control 
Ordinance is to protect the emergency services of the City from abuse and misuse. 

Alarms installed at residences or businesses cannot have automatic dialers which ring 
into the Police Department. Oregon lav.z prohibits automatic dialers of any kind into 
Public Safety Answering Points, which for Corvallis is the Corvallis Regional 
Communications Center (CRCC). 

When an alarm company contacts the CRCC with an activated alarm, law enforcement is 
dispatched to that alarm. Alarm activations range from Burglary, Robbery, Intrusion, 
Panic, etc. Alarm activations require a two officer response for safety purposes. 

Fire Department alarm responses and cost recovery are identified separately in CMC 
7.11. Fees are administered upon the 3rd false fire alarm. 

DISCUSSION 

Alarm Permit and Renewals: 

Applications for permits are received at the Police Department where they are processed, 
approved~ entered into a database and provided to the CRCC. Permit renewals are mailed 
to permit holders annually and, upon return, are processed, approved, the database 
updated and provided to the CRCC. Processing original permits and renewals each take 
staff 30 minutes per permit/renewal. Salary and benefits for staff at 30 minutes is just 
under $20.00. 



CMC 7 04 Alarm Control Ordinance is currently structured as follows· . 
Permits: 1 year - renewable each subsequent year 
Permit Fee: $5 annually (fee waived for anyone over 65 

years of age and governmental agencies) 
Number of free False Alarms prior 4 
to billin~ 
Fee upon 5 11

' False Alarm $20 
Fee upon 61° False Alarm $40 
Fee upon 7 1

b False Alarm $60 
Fee upon 8 1° False Alarm: $80 
Fee upon 9th False Alarm $100 
All subsequent False Alarms in that $100 
_permit year 
Service is never suspended due to false alarms 

2009 
Alarm Permits: 
Over 65 & Government: 
Alarm Permits Purchased: 

2010 
Alarm Permits: 
Over 65 & Government: 
Alarm Permits Purchased: 

2011 Year to Date 
Alarm Permits: 
Over 65 & Government: 
Al.arm Permits Purchased: 

Officer Response 

1,095 
380 
715 X $5 = $3,575 

707 
99 
608 X $5 - $3,040 

925 
266 
659 x$5 = $3,295 

On average, an alarm call for service is thirty minutes. Circumstances dependant, the call 
for service may last up to 1 hour. · 

The table below depicts the costs associated with law enforcement response to alarms 
based upon the Special Response Fee Rates: 

Hourly Rate+ Benefits+ Admin. 30 minutes for 1 hour 
two officers 

Police Officer $62.98 $62.98 $125.96 
Sergeant $70.75 
Lieutenant $83.44 
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The table below depicts alarm activity from 2009 through November 22,2011: 

2009 2010 2011 ytd 
Alarm Calls for Service 709 640 461 
Business Ala.:ms 637 583 418 
Residential Alarms 72 57 49 
Confirmed Alarms Res [Bus Res J Bus Res J Bus 
Residential/ Business 0 I 9 0 I 9 0 I 5 
Total Alarm Revenue (permits + $5,040 $4,835 $4,750 
pena!__ty) 

Attachment A compares the City of Corvallis Alarm Ordinance to those of the City of 
Albany, Lebanon, Troutdale, Medford, Tigard, Beaverton, Lake Oswego, Oregon City, 
Coos Bay, Gresham, Springfield and Salem. 

The City of Corvallis Alarm Ordinance charges the least amount for permits, provides the 
largest number of free false alarms and has a generous chargeable alarm rate which does 
not capture actual costs until the 8th false alarm assuming a 30 minute call for service. 
The current fee schedule will never capture the cost of a 1 hour call for service. 

Staff examined the ordinances of the cities listed above and recommend the following 
modifications to CMC 7.04, addressing actual cost recovery and penalty for repeated 
false alanns. 

Current Recommended 
Permits: 1 year - renewable eacb 1 year - renewable each 

subsequent year subsequent year 
Permit Fee: $5 annually (fee waived for $20 annually (fee waived for 

anyone over 65 years of over 65. years of age only) 
age and governmental 
agencies) 

Number of free False 4 2 
Alarms prior to billing 
Fee ~pon l 5

t False Alarm $0 $0 
Fee upon 2no False Alarm $0 $0 
Fee upon 3ra False Alarm $0 $50 
Fee upon '4tn False Alal'm $0 $100 
Fee upon stn False Alarm $20 $200 
Fee upon 6111 False Alarm $40 $300 
Fee upon 7111 False Alarm $60 $300 
Fee upon 8t11 False Alarm: $80 $300 
Fee upon 9'" False Alal'm $100 $300 
All subsequent False $100 $300 
Alarms in that permit year 
Service is never suspended due to false alarms 
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OPTIONS 

1. Leave the current alarm .ordinance fee rates the same. 

2. Modify ordinance with increased permit and chargeable alarms fees as 
proposed. 

3. Modify ordinance with increased permit and chargeable alarm fees at some 
other rates. 

RECOMMENDATION 

Staff Recommends Option 2. 

Review and Concur: Reviewed: 

Ji~ 
Attachment:· A 
Attachment: B 

Comparator table for permits and fees 
CMC 7.04 Modified 
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ATTACHMENT A 

CITY PERMIT #OF FREE CHARGEABLEALAruMS SUSPEND 
FEE FALSE SERVICE 

ALARMS JST 2ND 3RD 4m snt ADDITIONAL 

ALARMS 

Corvallis $5 4 $20 (Add$20 $100 No 
I year each additional up 

to$100 

Albany $10 I over62 2 $50 $75 $75 $100 Yes* 
I year tree . (alanns 4-9) (over 5) 

Lebanon $10 I (False Alarms within $25 $25 $25 $25 $25 No 
I year I" 60 days of install 

not charged) 

Troutdale $12/ over 62 I $75 $100 $200 $300 $300 Yes* 
I year tree (over 4) 

Medford $32 I $53 $106 $212 $424 $424 No 
1 year 

' 
$25/ over60 (False alnnns within $50 $100 Tigard 2 $150 $150 $150 Yes* 

I year free 
, .. 30 days or install 

(over 4) not charged) 

Beaverton $10 Residential 2 $75 $75 $150 over 10 $200 No 
I year $15 Business (Aianns 5-I 0) 

Lake Oswego No permit- 3 $75 $125 $200 # 6 No 
information $300 # 7 + 
voluntary 

Oregon City $15 / over 65 I $25 $50 $75 $100 $100 No 
I year tree 

Coos Bay $20 ( one time 4 $25 $50 No 
fee) (Per year) (Aianns 5-8) 

Gresham $32/ over62 $61 $90 $119 $235 $352 $352 Yes* 
I year free (over 4) 

Springfield No pennit After 1st false alarm user will be required to have servicing or training completed within 3 days. Three or more false alarms within a year shall constitute an 
required infraction in the municipal court. If convicted the court may impose a fine not to exceed $500. 

Salem No permit Do not respond to audible or silent alanns. Will only respond to manually activated silent panic, duress, and hold-up alarms. 
required 

• Can be reinstated upon approval of the sheriff or chief of police. 



Sections: 

7.04.010 
7.04.020 
7.04.030 
7.04.040 
7.04.050 
7.04.060 
7.04.070 
7.04.080 

Purpose. 
Definitions. 

Chapter 7.04 

Alarm Control 

Alarm users permits required. 
Duties of every alarm business. 
Unauthorized automatic dialing devices. 
False alarms. 
Alarm equipment testing. 
Violation and enforcement 

Section 7.04.010 Purpose. 
The purpose hereof is to protect the emergency services of the City from abuse and 

misuse. 
(Ord. 76-30 § 2, 1976) 

Section 7.04.020 Definitions. 
I) Alarm business - The business by any individual, partnership, corporation or other 

entity of selling, leasing, maintaining, servicing, repairing, altering, . replacing, moving or 
install ing any burglar or robbery alarm system, or causing to be sold, leased, maintained, 
serviced, repaired, altered, replaced, moved or installed, any alarm system in or on any building, 
structure or facility. 

2) Alarm system - Any assembly of equipment, mechanical or electrical, arranged to 
signal the presence of illegal entry or activity requiring urgent attention. 

3) Alarm user - The person, firm, partnership, association, corporation, company or 
organization of any kind in control of premises wherein an alarm system is operating. 

4) Automatic dialing device - A device which is interconnected to a regular telephone 
line and is programmed to select a particular phone number so that a prerecorded voice message 
or a code signal indicating the existence of a situation detected by an alarm system may be 
transmitted to the selected telephone number. 

5) False alarm - An alarm signal necessitating response by the Police Division where an 
emergency situation does not exist. Alarm signals occurring due to acts of God or due to off
premises causes are not false alarms. 

6) Interconnect- To connect an alarm system, including an automatic dialing device, to a 
telephone line, either directly or through a mechanical device that utilizes a telephone, for the 
purpose of using the telephone line to transmit a message upon the activation of the alarm system. 

7) Law Enforcement Communications Center- The facility used to receive emergency 
and general information from the public by the Corvallis Police and Fire Departments. 
(Ord. 86-2 § 1, 1986; Ord. 76-30 § 3, 1976) 

Section 7.04.030 Alarm users permits required. 
1) All alarm users or burglar or robbery alarm systems shall obtain an alarm user's permit 

from the office of the Chief of Police upon activating an alarm system. Systems using robbery 
and burglar alarm capabilities are required to obtain a permit for each function. Application for 



the burglar or robbery alarm permit and a~ $20.00 fee for each must be filed with the Chief 
of Police for each year or part thereof. All permits shall expire on the date of June 30. Each 
permit shall bear the signature of the issuing official and the Chief of Police and shall be valid for 
a period not to exceed one year. The permit shall be physically upon the premises using the 
alarm system and there available for inspection by the Chief of Police. 

2) Residential alarm users over the age of 65 and being the principal occupants of the 
premises wherein no business is conducted are not required to pay the~ $20.00 permit fee 
but are required to obtain a permit. 

3) Applications for permits more than 60 days after t)le need for such permits are required 
shall require the payment of a $-1400 $40.00 permit fee. 

4) Notwithstanding any other provision herein to the contrary, all permits issued prior to 
June 30, 2012 eetweeA Febn1ary I, 1985 aAEi JaAuary 31, 198e shall expire on Juae 30, 1986 June 
30,2012. 
(Ord. 86-2 § 2, 1986; Ord. 76-30 § 4, 1976) 

Section 7.04.040 Duties of every alarm business. 
1) Every alarm business selling or leasing to any user an alarm system which is installed 

upon premises located within the City limits shall fumish that person with instructions that 
provide adequate information to enable persons using such equipment to operate it properly and 
where to obtain service for the equipment at any time. 

2) If the Chief of Police determines in the Chiefs reasonable discretion that such 
information is incomplete, unclear or inadequate, the Chief may require the alarm business to 
revise the information to meet the Chief's approval and then to distribute the revised information 
to alarm users. 
(Ord. 86-2 § 3, 1986; Ord. 76-30 § 5, 1976) 

Section 7.04.050 Unauthorized automatic dialing devices. 
It is unlawful for any person to program an automatic dialing device to select a public 

telephone line assigned to the Police Department of the City, and it is unlawful for an alarm user 
to fail to disconnect or reprogram an automatic dialing device which is programmed to select a 
Police Department telephone line within 24 hours of notice that it is so programmed. 
(Ord. 86-2 § 4, 1986; Ord. 76-30 § 6, 1976) 

Section 7.04.060 False alarms. 
Signals from an alarm system which are false alarms are hereby declared to be a public 

nui.sance. The user may have an allowance of :f&tH: two false alarms occurring within a period of 
time starting from the date an alarm permit is issued until it expires. The fi.ffu third false alarm 
within that period shall be subject to a service charge of~ $50.00 charged to the user of the 
alarm system. Subsequent false alarms within that period shall be charged as follows;~ fourth 
false alarm ~ $1 00.00; se¥eAtR fifth false alarm ~ $200.00; &i.gAtR sixth false alarm 
$SQ.Q(;) $300.00; and Hiatl:i B:fte every subsequent false alarm $1GG.GG $300.00. Payment of 
service charges are payable within 60 days of notification that such charges are due. In addition 
to any and all other penalties provided for herein, failure to pay the assessed service charge shall 
result in the user's permit being suspended. Determination of whether or not the alarm falls 
within the defmition of false alarm is in the sole discretion of the Chief of Police. 
(Ord. 86-3, 1986; Ord. 86-2 § 5, 1986; Ord. 76-30 § 7, 1976) 
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Section 7.04.070 Alarm equipment testing. 
Whenever a user of an alarm system deems it necessary to test or otherwise intentionally 

set off or activate an alarm system located on user's premises, user shall notify user's monitoring 
station that she or he intends to test or otherwise intentionally activate that alann prior to actual 
tests being conducted. Failure to do so will result in that user being considered as having had a 
false alann. 
(Ord. 86-2 § 6, 1986; Ord. 76-30 § 8, 1976) 

Section 7.04.080 Violation and enforcement. 
Any person violating any of the provisions herein shall , upon conviction thereof in the 

Municipal Court, be punished by a tine not to exceed $500.00. 
(Ord. 76-30 § 9, 1976) 



TO: 

FROM: 

SUBJECT: 

MEMORANDUM 

November 21, 2011 

Administrative Services Committee 

Nancy Brewer, Finance Director~~ 
Financial Policies Review 

I. Issue 

To continue the annual review and revision of the City Council's Financial Policies. 

II. Background 

This is the third time the Council's Financial Policies have come forward to ASC for discussion. The first 
review was a general "scoping" discussion. The second review was focused on introductory language and 
fund balance concepts. This third review includes a number of significant recommended changes to the 
policies based on the Committee's discussion from the last two meetings. 

There will be at least one more discussion, primarily related to Parks & Recreation Fees, planned for January 
2012 following the presentation of the Cost Recovery Model work currendy underway in the Parks & 
Recreation Department. The current schedule anticipates the City Council adopting updated Financial 
Policies at the first City Council meeting in February. . 

III. Discussion 

As requested by the Committee, this is a comprehensive review of d1e Financial Policies and staff is 
recommending a lot of changes; many of the changes are signific11nt. 

• 

• 

The Purpose, Mission and Goals section (10.01, page 1): 
o have been slighdy modified from the last draft based on Committee member comments, and 

the order of Mission/Purpose reversed. 
o the Purpose has been revised to more fully incorporate the long-term nature of financial. 

management for the organization. 
o the goals have been modified to include a more specific statement about sharing financial 

information with the public. 
The Fund Balance Policies (10.02, beginning on page 2): 

o definitions have been moved to the Glossary section. 
o language for the property tax funds has been completely re-written, \vith a focus on a 

specific strategy to re-build fund balances if they are drawn down. There are two strategies -
one based on a systemic issue which has caused the drawdown of fund balance and the other 
when a single unanticipated event occurs. Using the first strategy for the City's current 
financial situation, the amount required to re-build d1e fund balance to 10% of the target for 
FY 12-13 is around $630,000. 
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• 

• 

• 

• 

• 

IV. 

o Section B under 10.02.040 is now specifically written for d1e non-property tax funds, and a 
minimum fund balance at 5% of current revenues has been identified, though each fund will 
still have its own analysis and recommended ending fund balance. 

The Revenue Policies (1 0.03, beginning on page 6): 
o dlls section has been significandy modified. Some of the language formerly included under 

Charges for Service has been incorporated under the General Revenue Polici~s, and a 
section has been added to provide some criteria for the Council to use when creating fees or 
when considering changes to an existing fee. 

o the Property Tax section has been re-written to remove the language about the history of the 
property tax system. Though staff recognizes the importance of history, that system is no 
longer pertinent to how property taxes are allocated now, and it seemed an appropriate time 
to modify the language to only reflect current information. 

o as noted previously, no changes are currendy recommended for the Parks & Recreation Fees 
sections, pending the outcome of the cost recovery work. 

Expenditure policies (10.04, beginning on page 13): 
o have been modified to address replacement reserves and setting forth a strategy to either re

build reserves or plan to borrow money for critical equipment replacement. 
o personal services policies have been modified to reference the Council's compensation 

policy, and to focus dlls section more on the budgetary impacts of labor agreements. 
The remaining policy areas have been modified to include a purpose and background section for the 
associated policy area to hopefully clarify the policies. 
The Capital Projects section includes an increased dollar value for defming a capital project, moving 
from $10,000 to $25,000. 
A glossary of terms used in the Financial Policies has been added . 

Requested Action 

The Committee is asked to review staffs recommendations for modifications to the Financial Policies, 
discuss the proposed changes, modify fw:ther as desired, and share the status of the review with the full City 
Council. No action will be requested until February 2012. 

Review & Concur: 
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Adopted November 27, 1989 

Last Revised JulY 18, ?0 11 

FINANCIAL POLICIES 

CP 10.01 FINANCIAL POLICIES PURPOSE, MISSION, AND GOALS 

10.01.010 Purpose 

These f'innnci,tl Pol:icie3 To summarize the responsibility of the City of Corvallis to its citizens for the 
long-term care of public funds and wise management of municipal finances while providing adequate 
funding for the services desired to achieve a sense of well-being and safety by the public and maintaining 
the community's public facilities and infrastructure to enhance the long-term livability and economic 
vitality of Corvallis. 

10.01.020 Mission 

To provide policy direction from the City Council to the City of Cmvallis organization about sustainable 
financial management to ensure the City continues to provide desired services to the community ~e:t'ftf.e 
in perpetuity. 

10.01.030 Goals 

To meet this mission, the goals for financial management include the following: 

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

B. To enhance the policy-m.1.king ability of the City Council by providing accurate information on 
program costs. 

C. To assist sound management of the City by providing accurate and timely information to the City 
Council and the public on the City's financial condition. 

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

E. To set forth operational principles which rninimize the cost of government and fmancial risk, and 
safeguard the City's assets. 

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

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

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

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

10.01.040 Background 



Municipal financial operations have a wide variety of oversight or standard setting agencies, including 
multiple departments within both., the 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 d1ese oversight agency requirements. These financial management policies, designed 
to ensure the fiscal stability of the City of C01"vallis municipal corporation, provide guidance in financial 
management when oversight agencies are otherwise silent or to reiterate best practices that may be 
codified by another entity. The City Council's Financial Policies have been reviewed and updated each 
year since d1ey were fust adopted to ensure the policy direction is current. 

10.01.050 Achieving Financial Policy Goals 

To achieve and maintain the goals outlined in these policies.:J.O.tH.(PO, the Finance Department, at the 
dirccrion of the City l\hnager, will conduct an annual analysis of projected financial condition and key 
financial indicators. This budget capacity analysis shall be used to inform the next budget development 
process. re',-iev.-ed by the Budget Commi~>-'ion and the City Council prior to the budget p~ 

It is the focus of this analysis to: 

A. identify the areas where d1e city is already reasonably strong in tetms of protecting its financial 
condition; 

B. identify existing or emerging problems in revenue sources, management practices, infrasttucture 
conditions, and future funding needs; 

C. forecast expenditures and revenues for the next d1ree 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. 

10.01.060 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 Purpose 

Fund balance is used to provide stable resources for times when service levels might od1erwise be 
impacted by taxes or fees that temporarily underperform, or to cover one-time unexpected expenditures. 
Maintaining a positive ending fund balance is a best fmancial management practice, and is important to 
maintain the City's credit rating, and to meet state law requirements for no deficit spending. 

10.02.020 Background 

Budgetary fund balance is a critical component of the City's financial management policies. Large ending 
fund balance targets may be viewed as reducing resources that could be used to provide direct services 
to citizens; small ending balances may be viewed as leaving the City open to too much risk from 
emergencies or temporary economic downturns and may result in downgrades to the City's credit rating 
that would increase the cost of borrowing. Resident!s' sense of well-being is enhanced when the City is 
able to provide a consistent level of service from year-to-year. 
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This policy is designed to provide guidance for maintaining an ending fund balance that is adequate to 
manage risk while maximizing the services prmrided to citizens. 

The budgetary ending 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. Actual fund balances 
for each fund shall be reported in the Comprehensive Annual 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 the budget each year. 

10.02.030 Fund Balance Definitions 

The Governmental Accounting Standards Board (GASB) has defined fund balance categories for 
financial reporting to be classified as defined in the glossary attached to these Financial Policies.7:~5 
.fel~ 

.\.Non .;pendable: ,\tnount;; inherently non :;pendable or that rnuat remain intact according to legal or 
contractual restrictions. 

B.Restricted: .\f110U:rH:S-et'tns-tfftit1ed to :;peeific puqxJses by externally enforee-at-Jle-1egal te3trictit7fl:S; 
:mch a:; tl10se provided by creditors, grantors, higher lC'<-eb of goYernment, through comtirurional 
prudsiom, or by enabling legislation. 

C. Committed: ;\motl11U constrained by d1e City Council Yia ::~ reJolutieft-6-t-ordinance. 

D.~\ssigned: ,\mounts th.e City intend:; to u:;e for a .;pecitic purpose. The auth01·ity w a:;sign rc;ource,; 
lies v;ith the City's i4Hance Dirc'€fftf:-: 

E.Cna:;->igned: ,\mount:; that are not categorized into one of the aforementioned cla:mitication.1; the.;e 
resource; may be u:.;ed for anything. Only the General Fund should :>hov,· a poaiti1·e una~>:;igned 
fund balance. For other funds, a negatiYe unns:.;igned balance ahould be reported if more 

~ ~ . 

resource-> are used th"ftft-ftfe. available in tllC funt:h 

The City of Corvallis will use the GASB's definitions of Fund Balance for the Comprehensive Annual 
Financial Report (CAFR) and for all other financial reporting. For all financial planning putposes, the 
term Budgetaty 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 ate not available for appwpriation will be 
identified as a Reserved Balance. 

10.02.040 Fund Balance Policy 

A. Property Tax Funds Combined- Budgetary Fund Balance for Financial Planning Purposes 

1.Prior to e:xch ye,u:'s initial Budget Commission meeting, rhe City Council shall rC',·ie\Y the 
~erty Tax Funds Combined projected ending ftmd balance for the purpose of 
determining \Vhether resources exist to comider actixities in 10.0:2.0'HH:~-:-+h-~"\~ 
inel:u:de 

a)detennining the c'Sti.mr.ted budgetary ending funcl-b-a-lanee--'\vh±ch tna\· include a re.-ieY> of 
...... '" " '-· .. 

any re:.;trict-ed, committed, or aGsigned balances identified fd resetTC:>, and the potencial 
ending fund balr.nce rh.u includes-th-e Historic.:: Nonning Adjustment (HN.\), 

b)preser;ing sufficient budgetary fund balance to cover <tt but three month:;' payroll 
expenses for the combined property tfix ftmtls, 

e)e.stablishing a strategy induding the rime period oYer ·.vhich to re build a fund balance that 
i_~ r,t any time lmver than the target identified in b. aboYe, 
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d)eJtablishing the tirne-reriod onr w·hich to allocate any surplu:; budgetary balance fu.r-e-ne
time or ongoing setTice enha-n:eetrteflts; 

e)reser .. ,·ing-fundc~ for future yenr conunitment~tmption modeling to detcnn:ine if 
eat~t:y exists based upeft-the Property Tnx Funds Coml:r.i:net:l budgetary fttnd bgJance 
in the third yea!':' 

Resalts of thb City Council reYie'"v \Yill be fonvarded to the Budget Commi:lsion. 
Subset]UCnt actionc< by the Budget Commiasion and/ or the City Council may result in the 
budgetary ending fund balance for the Property Tax Funds being differeat: than thffi 
recerl'!:meadatierr. 

1. The City Council has established the fund balance target for the Property Tax Funds 
Combined to total three months of payroll expenses. 

2. The City rvfanager will review the City's financial status each year and develop a budget 
process that is designed to meet Oregon Local Budget Law requirements. taking into 
account the City's projected financial status for the budget year. 

a) Should the projected ending fund balance for the budget year be lo"\ver than the City 
Council's target, the following strategy will be implemented: 

l. For times when the fund balance is lower than the target as the result of 
structural/systemic changes. the fund balance shall be re-built over a period of no 
more than: 

a. five years if the fund balance is less than 50 percent of the target. The balance 
shall be re-built to achieve an ending fund balance of no less than 10 percent of 
the target in the first year; 25 percent in the second year; 45 percent in d1e third 
year; 70 percent in the fourth year; and 100 percent in the fifth year. This 
strategy is specifically designed to allow for consideration/development of a 
new revenue source prior to significant service reductions taking effect should 
the Citv Council "\v:ish to consider revenue alternatives. 

b. three years if the fund balance is between 50 percent and 100 percent of the 
target. The balance shall be rebuilt to achieve an ending fund balance of no less 
d1an 60 percent at the end of the first year: 75 percent at the end of the second 
year, and 100% at d1e end of the dllid year. 

2. For times when the fund balance is lower than the target as the result of short-term 
poor experience, the City Manager shall recommend a strategy for re-building the fund 
balance taking into account the following criteria: 

a. d1e cause of the poor experience; 

b. the City's ability to control/change the causing factor; 

c. the impact to services to achieve an immediate re-build of fund balance; 

d. the likelihood the causing factor will end and revenues/expenditures will return 
to normal levels widun one year; and 

e. the likely amount of time required to re-build the fund balance if no additional 
changes in services/revenues occurred and/or one-year is not a viable time 
frame for proposed solutions. 
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b) Should the projected ending fund balance be above the target, the City Manager will 
make a recommendation to the Citv Council whether to reserve those monies above the 
target for: 

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

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

3. other one-time costs; and/or 

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

+.B. Appropriate Budgetary Fund Balance -all other funds 

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

2. Thmugh the annm'<l budget dC';elopmcnt-flroces:> tThe Finance Director shall recommends 
the appropriate ending budgetary fund balance for each fund as part of hthe budget 
development process. The Finance Director shall t.'lke into account the following factors: 

a) the current budgetary fund balance; 

b)the City Council's recommended hudgetr,ry fund balance for the pt:operty tax funds 
combined; 

e+b) cash flow requirements within the fund to support expenditures, including up to 
duee mond1s of payroll costs; 

frtc) future capital needs; 

e}d) significant revenue and expenditure trends including the HNA; 

fte) relative rate stability from year to year for entetprise funds; 

g)f) susceptibility of the fund's operations to emergency or unanticipated expenditures; 

hlg) credit worthiness and capacity to support debt service requirements and covenants; 

iJh) legal or regulatory requirements affecting revenues, expenditures, and fund balances; 

i)i) reliability of outside revenues; and 

hli) any other factors pertinent to that fund's operations. 

3. The minimum fund balance targets for any given non-property tax fund shall be no less than 
five percent of current revenue. 

&.4. Ending Budgetary 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 in any fund, the budgetary ending fund 
balance for the then current fiscal year will be re-calculated as soon as d1e audit work for d1e 
prior fiscal year is complete. If at that point, the audited ending fund balance contributes to a 
budgetary fund balance which is lower than tlus policy would dictate, staff shall develop a 
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· plan for City Council consideration through the Administrative Services Committee; that 
addresses the shortfall. 

±*5. Ending Budgetary Fund Balance Above Recommended 

-hin the event the ending budgetary fund balance is higher than either the minimum or 
recommended level, d1e difference may be used to fund the following activities: 

;ba) one-time capital expenditures or reserves for future capital expenditures which do 
not significandy increase ongoing City costs; 

-3~b) undesignated assigned or committed balances for future basic operations; 

+.c) other one-time costs; and/or 

.§.: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 REVENUE POLICIES 

10.03.010 IntroduetionPurpose 

The City of CoF;allis raises re'l·enue from a wide y;,riety of source.>. These policies provide direction in 
the management and oversight of existing revenue sources and for the development of new revenue 
sources. 

10.03.020 Background 

A significant portion of the City's revenues come from taxes, charges for service and fees. Some of d1ese 
revenue sources are governed by d1e Oregon ConstitutionL -e:r-Statutes, federal law~ or regulations 
promulgated by a state, federaL or od1er agency; others are assessed solely through the City's home rule 
authority. Revenues arc critical to the City's financial operations as they provide the resources necessary 
to provide services at the level the community desires. However, the City Council also recognizes that 
the majority of the revenue received by the City comes from its own citizens and the ability to pay 
increasing amounts may make Corvallis less livable, especially for low income residents. Revenue 
decisions are complex and must take into account a variety of factors. The Revenue Policies are 
designed to provide guidance to staff and the City Council as new revenue sources or rate increases for 
existing revenues are considered. TheGe policie~l prw;idc direction in the management and oYenight of 
existing re,-enue ~;ource~•. ,~nd for the deYelopment of new .revenue sources. 

10.03.030 General Revenue Policies 

A. Revenue Diversity and Stability -- The City will 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. 

K-1{es-ti1cre-crite:Venl.1es-·.::.::R.estt1cie(rrev:enue·s11a1ronly.Ee._use-a·rc;!·aie-pW:poses··Iegally-periilissib1e 
and in a fiscally responsible manner. Programs and services funded by restricted revenue will be 
clearly designated and accounted for as such. 

C. Capital Improvement Funding -- Revenue for capital improvements shall be used to fmance 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 
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the operating and maintenance costs have been included in operating budget forecasts. Revenue 
restricted for specific purposes will be expended consistent with those restrictions. 

D. One-time Revenue -- One-time revenue includes fund balances and grants or other sources which 
have a specific time limit and/ or reason for expenditure. One-time revenue will be used for one
time expenses whenever possible; in some cases one-time revenue may be used for costs the City 
would have incurred for a program or service, regardless of the receipt of the one-time revenue. If 
one-time revenue is considered for ongoing expenditures (such as adding staff) 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. 

E. Unpredictable Revenue -- Unpredictable 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. Capital projects to be constructed with SDC monies will not be initiated until 
SDC revenue is available or another fmancing alternative is developed. 

F. Revenue Monitoring- Revenues will be monitored monthly for performance compared to both 
the annual budget and the anticipated timing of revenue receipts. 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. 

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

H. Charges for Services-- 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 the payer permission or a license to do a specific activity (i.e., franchise fees 
authorize usc of the public right-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.. the admission fee at the swimming pool is only assessed to the person going 
swimming). 

1. Fees and charges other than those identified elsewhere in City Council policy or via Corvallis 
Municipal Code will use the following criteria to determine the ratio of cost recovery: 

a) Whether the person paying the fee can avoid it; 

b) Whether the program supported by the fee is designed to benefit the entire 
community or only a small segment of the population; 

c) Whetl1er the fee is designed to be punitive (i.e., change behavior); 

e1d) Whether the fee is set artificially low in order to incentiv-ize something (i.e., change 
behavior); 

e) \\Thether the fee should be earmarked for a specific use or should be treated as a 
general revenue available for operations; 

t) \Xlhether there are extenuating circumstances where · the Council believes the fee 
should not cover all of the costs associated with the serv1ce; and 

g) Whether the fee costs less to collect/administer than the revenue it brings in. 
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2. Fees and charges are reviewed annually, and are updated via Council action when necessary. 
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. 

3. A fee shall be charged for any serdce that benefits limited interests within the community. 
except for basic. unavoidable human needs type services provided to persons with limited 
ability to pay. 

4. Historically, the City Council has provided very limited tax and fee exemptions; rather, the 
City Council has elected to use General Fund monies to pay the fees/charges for non-profit 
entities that request exemptions when the cause matches the City's goals. 

I. Systems Development Charges (SDC) - SDC rates are set via resolution and are designed to cover 
the costs of infrastructure necessary to provide services for future growth. The list of projects 
eligible for SDC funding shall be updated when facility plans are updated or amended, or when a 
project not listed in a facility plan is identified and will provide additional capacity to serve grO\vth. 
The overall SDC program methodology and population service scenario shall be reviewed 
approximately every ten years. 

10.03.040 Property Taxes-AHecations 

;\.Background 

The property tax ba~;e \Va~; apprtYi·ed a,< a charter ::anendre:er1t by Con·allis voten to :mpport the 
general :;etTices of the City. Additional tax le..-ie:; to .mpport fire opCI:ations and equipment 
purchaCJes, :;treet and road maintenance, .recreation p:rog:t:am.>, and parks maintenance \Vere apprtwed 
as .;pecial chRrter amendment:; a.< early aJ 1909. Tempor,1ry Je,·ies \Ve:t:e appm~;ed and rc approved 
for transit (fint approved in 1980) rLnd d1e Arw Center (first appnwecl in 1970). I\Ionies from these 
tax lC\·ies v;cre segregated into the Ceneral, Street, Fire & Rc.>cue, Parks & Recreation, Transit, and 
Specid LC\~ies (.\rw Cefttcr) Fund,; rLnd \vere combined '<Vith other re...-enue.; in each fund to prcwide 
the resources nccessan· to maintain sen~ices to the comnmnirv. . ' 

C.lh:iiJ for Determining d1e .\llocation~< 
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D. ~\n analysis of the fin,mci:d Jtattu of all property-tax funds :>hall b~wed by the City 
Gouncil each year prior-te-the update of theJe finr,ncial policie:; to en.>ure that the allocations-a-re 
,'tde(JUate to ::mpporr Council appru·>ed operating cost:; identified in: 

l.The Capitztl Impronment Program; 

2.Fin.ulcia1 plan.s; 

ffiepartment busincc~:; plans; or 

·!.Master plans. 

P:regt'fr!fr-efl.J.'}ftfleCment:• err ne\V pwgram:> which are pre~•ent:ed to the Gity-G~7u-fteil.-.o~ 
for re>iC'<V shaH-ftlelude an analysi3 of the impact of the 11C\v/enhftfl€ed prograt:~'Etperty tax 
allocation policy. 

New revenue sources \Vhich could reduce the reliance on property taxes \vill continue to be Jcmght, bu!:-will 
not neceasarily result in a reduction of property taxes to the fund unles.'i the ne\'( revenue is adeguate 
to addre.>s all of the financial and busines;; pla115-Within the fund-: 

The City levies property taxes for operations and for general obligation debt service in compliance with 
the Oregon Constitution and Oregon Revised Statutes. 'l11e City has a permanent tax rate of $5.1067 per 
$1 ,000 of assessed value: from time-to-time the City may have a local option property tax levy for a 
limited period of time. Revenue for a local option lev-y will be accounted for according to the ballot 
bnguage for the levy. Revenue from property taxes levied for general obligation debt service shall be for 
specific series of debt, levied and accounted for in accordance with state legal requirements. Revenue 
from the City's permanent tax rate will be allocated in accordance with tlus policy. 

A. Allocation -- Property taxes ate allocated annually to the General, Parks & Recreation, Fire and 
Rescue, and Library Funds according to the Budget Commission and City Council direction 
through the annual budget process. This sets a projected demand for property taxes in each fund 
receiving them for the year. The allocation is generally set so that each of the funds ends the 
budget year with 25 percent of the ending fund balance in the Combined Property Tax Financial 
Plan. The Finance Director shall review tlus allocation and modify the actual allocation of funds 
as necessru.1' during the course of each fiscal year to keep all funds in a positive budgetary fund 
balance position, with the following targeted allocations set as part of the budget process. 

1. The Arts Center allocation shall be 0.21% of the total property taxes received from tl1e City's 
permanent tax rate. This amount shall not be reallocated to other uses without the City 
Council's approval. 

2. The Osborn Aquatic Center shall be allocated $270,000 in FY 11-12 from tl1e City's 
petmanent tax rate. Tlus 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. 

3. The Chintimini Senior Center shall be allocated $25,000 in FY 11-12 from tl1e 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 tl1e actual property tax revenue growth. This allocation shall be 
reviewed no later than December 31, 2013. 
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~~ Fees--and Charges for Service 

Fee:; and charge-< for set:Yice are as-ie<sed to :.>pecific use:rs v:here the use:r pay~; all or a po:rtion of the co.;ra to 

pt:oYide the sen-ice. \\'hen flJSeSSCd aS a fee, the charge genernJly grants the payer r~crmlSJion Or ;'\ licen.ie tO 

de-~ccific actiYity (i.e., franchise fees authorize use of the public right of y;ay; a liqm~Cft.'e-f-<.."'"e 
ffi:tfhorizes the license hoMer-to selllicJU01} \X'hen ,l:l:.le.:;sed a:; a chr,rge fer-sen-ice, the charge is for a .3pecifi:c 
service, directly u.Jed by the payer (i.e., the admission fee nt the :w;imtT1ing pool i:; only ns:;es_;ed to the 
person going :w;imming). 

"L\11 fee.> and charges other dun tho.<e identified ebevherc in City Council policy or ·,-ia Corvallis 
Municipal Code shnll be .Jet to reco'>-er the Ciry'3 direct c<pensc in pro;-idir1g the attendant sen-icc'"= 
r·ee.:; and eharges are reYiC"tved annually, and nrc updated Yia Council action \vhen nece:ua~ 
rev-en;.:te manual listing all :mch fees and charge:; of the City shaH be maintained by the Finance 
Depnrtment and updated concurrent vcith the redew. 

IL\ fee :;hall he-eha-~or any sen-ice that benefit,; limited-interests within the community, e:ccept 
for basic, una"<·oidr,ble hUlnan needs type setYices provided to person:> y,-ith lirnited nbility to j7ftj: 

G+Ii:;torically, the City Council hr,J pmdded Yery limited tax .111d fee exemptions. 

D.Systems De,-elopment Chargell (SDC) ltre set to co'Yer the g:rowth related co:Jts of infra:mucture 
neccJsatT to provide services for future grmvth. The list of project•< e.ligible for SDC funding shall 
be upd.ued y;hen facility plam nrc updated or at lea:;t c.-cry fiYC years, begimting in 2005, and ·,·,·ill 
-be-clene at all ot-her-titt-leS-to coincide with majer-t!pdate< of infra~•tructure facility plans. The 
onrall SDC prograrn-mcthodology and population serdce ''c<..'i'iftf'io .>hall be rcY:ic\ved at lea;;r 
n-cry ten ye.ln beginnin.g in 2010. 

10.03.0850 Utility Fees (Water, Wastewater, Storm Water) 

A. Utility Fee Basis ::::_Utility user charges for each of the three City utilities will be based on the total 
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. 

B. Annual 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. 

C. Rate Adoption Adoption-- Utility rates will be adopted by ordinance and will be recorded in d1e 
Corvallis Municipal Code. 

D. Franchise 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. 

10.03.0960 Parks and Recreation Department Fees 
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A. Cost Recovery .:.:_Parks and Recreation programs are funded through 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 with the fewest recreational alternatives (youth, limited 
income, senior adults, and families) will be more heavily supported by grants, donations, or 
property taxes d1an user fees to ensure d1at 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. 

1. total fee support (recover a minimum of 9 5% of direct program costs) 

a) special instruction classes (all ages) 

b) recreation tt-ips and outings 

c) adult sports leagues 

d) major events which charge admission 

2. partialfee support (recover 50% to 75% of direct program costs) 

a) outdoor recreation 

b) preschool programs/introduction 

c) child care oriented programs 

d) senior citizen programs 

3. minimum fee support (recover 33% to 50% of direct program costs) 

a) youth programs and events 

b) playground programs 

B. Osborn Aquatics Center Fees 

1. The Osborn Aquatics Center direct costs are funded du:ough 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. 

2. Fees for annual passes, open swim pet-iods, insttuctional classes, etc. will be set to meet 
revenue requirements of the Aquatic Center, less all other revenue including the Parks & 
Recreation property tax subsidy allocation, rentals and concessions. \Vhere possible fees will 
be comparable to sinillar publicly owned facilities in Oregon, taking into account the 
additional amenities offered at Osborn. 

3. Rental fees for group usage (i.e., Cotvallis Aquatic Team) shall be negotiated at a minimum 
of a 100% direct cost recovety rate or the rate of inflation based on the CPI-U whichever is 
greater. 

4. Prices for concessions operated by the City shall be set at the wholesale pdce of the item 
plus at least 100%. Income from contracted concession services shall be determined based 
on the negotiated agreement between the City and the concessionaire. All monies from 
concessions will be used for operations at the Aquatics Center. 
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C. Rate Review =-The Park and Recreation Department shall conduct an annual comprehensive 
review of rates including Osborn Aquatic Center rates. The 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 other City operations. 

D. Use 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. 

E. Alternate 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. 

10.03.07():1().(} Ambulance Fees 

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

B. Procedures for Rate Changes- -- 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 historic and projected costs of service, service demands, changes in fixed and variable 
costs, market rates, and changes in service requirements or mandates. The City shall notify Benton 
County of proposed fee increases or decreases at the beginning of the City's formal budget review 
process. 

1. Proposed rate changes will be submitted 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. 

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

3. 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. 

C. Special 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 
d1e City Manager would follow the above procedures. In dus instance, rate adjustments could take 
place at any time within the fiscal year, with 30 days' public notice. 

10.03.110 Grants 

A. Grant Opportunities- -- The City shall aggressively pursue grant opportunities; however, before 
accepting grants, the City will consider the current and future implications of accepting the 
morues. 

B. Federal Funds--- Federal funds shall be actively sought by the City. The City will use d1ese funds 
to further d1e applicable national program goal. Because federal funds are not a guaranteed 
reYenue source and are intended for a specific purpose, they will not be relied upon as an 
alternative source of capital improYement funds unless the federal grant is specifically for capital 
projects. Use of federal funds shall support City .ftt.flcl-goals and services. 

Financial Policies. ________________________________ __,_P-=ao.,_e 12_Qf_31 



C. Grant 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: 

1. the amount of the matching funds required; 

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

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

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

D. Single 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 OMB Circular A-133. 

10.03.120 Gifts, Donations and Bequests 

A. Use 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 div-isions shall be used solely for the pm-pose 
intended by the donor. Unrestricted gifts will be expended on the recommendation of the related 
advisory board. 

B. Evaluation -- 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 unless the gift. donation or bequest is for an already 
planned and budgeted service or program. 

CP 10.04 EXPENDITURE POLICIES 

10.04.010 IntroductionPurpose 

To provide direction for developing the annual budget, monitoring the City's financial status throughout the 
year, and ensuring that the City's monies are expended to provide services to citizens. 

10.04.020 Background 

The City expends a significant amount of money each year to provide services that are important to citizen~s 
sense of well being and safety and to improve the livability of the community. TI1e largest portion of the 
expenditures are for the operating costs of the organization. TI1ese costs include all of the salaries/wages 
and related benefits for City staff, along with materials, services and capital outlays necessa1y to perform the 
basic functions of the City. Additional costs associated with capital projects (infrastructure investments) and 
debt service are part of the annual budget, based on specific plans for both. The:>e City Council policies 
prov;ide direction for deYeloping the annual b-adger, and are in addition to a number of policies c;et forth by 
both the federal and state go-.-cmments (i.e., pl:l:fcha;;ing rule:;, federal gtr.nt management mles). 

10.04.0230 Operating Budget-- Pay-As-You-Go 

A. 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: 

1. current direct and indirect costs for operations and maintenance will be controlled and will 
be funded with current revenues, and 
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2. revenue and expenditure forecasts will be prepared annually for all operating funds prior to 
budget discussions. 

iiJ 
B. Cost Allocation Plan- -- The Finance Director shall prepare a full cost allocation plan tti.ennially to 

provide accurate, complete estimates of indirect service costs. The plan will be updated annually 
during budget development. 

C. Mandated Costs-....:.:._Costs attributable to mandates of other government agencies shall be included 
in the annual budget. 

10.04.04JO Budget Balance 

The Finance Direeter-City .lVIanager 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 .\dopted B<.tdget 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 ResctTes and contingencies. 

10.04.0540 Budget Performance Reporting 

A. Quarterly Reports- -- The Finance Director shall submit a Quarterly Operating Report (QOR) to 
the Budget Commission within 45 days of the close of the fiscal quarter. The QOR \v:ill be 
published on the City's web site for public review. 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 information such as the status of the City 
Council's Values and Goals and departmental performance information. 

B. Performance 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 QORQuarter~!- Opera.frrrg 
Repot:t. 

10.04.06SO Maintenance, Repair & Replacement 

A. Master 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 Distt-ibution system, \X'astewater Plant, Wastewater 
'Collection system, Storm Water system, and the Airport. The master plans shall be adopted by the 
City Council as amendments to the City's Comprehensive Plan. 

B. J\~1aster Plan Projects -- 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 and 
the project will result in the acquisition of a new or addition to an existing a capital asset; master 
plan projects that do not result in capital assets shall be included in the operating budget. 
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C. Annual Inventoq- -- 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. 

D. Equipment Replacement Plans--- Assets which are not part of a major infrastructure 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. 

E. Stable Spending plans -- 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. If m.onies are not set aside in reserves 
due to financial shortfalls: 

1. reserves will be re-built within three fiscal years to the level required to meet future 
replacement plans; or 

2. Staff will develop a plan to borrow monies for critical equipment replacement. 

F. Equipment Replacement Budgeting-- Consideration fof scheduling-Equipment to be replaced will 
be budgeted consideringfeplacen1:ent >Jhall include: 

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

2. Wear and tear on the asset; 

3. Environmental conditions which may shorten or lengthen the useful life of the asset; 

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

5. Availability of senrice and/or parts; and 

6. The cost/benefit of early replacement with more efficient and/ or less expensive technology. 

G. Facility 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 
1 0.04.060.F50.030. 

H. Maintenance 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. 

10.04.0760 Personal Services 

.. \.Compensation Rates The City of CmYalliG ~•hall strive to pay faif total compe~n to it:~ 

employees, in balance y,·ith the City's reaL<onable ability to pay nnd to prm-i<k services to the 
eeffiinunity in accordance \Vid1 Citr Council goals and priorities. Total compensation includes 
redt salary and fringe benefit le·.-eh The City Council ha:; adopted Council Policy 91 3.0? which 
identifies hm·,; total compensation rate;:; \Vill be determi~:-;.ed. 
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1~pensat:ion Sun-ey 'I'he City shall conduct compem7ttio-n sm...-eys, both intcrndly r.nd of Jin-ri:htt: 
l'IASition.; in comparable cities as ncce:;sr,rr. Thcae 3'd1YC'IS shall be r:he basis for determining fair L' ----~ "' •' t. 

total compensation in accord \liith Council Policy and ~.;tate lav.·. 

~k-J1e.rce Changes The City's '1Yt1fk force. melU:<t-tt'e€1-in FTE (full time c~ent) shall fl:et 

.fittct.tl:fttc more than 2'~·(, annually without corresponEliftg-change.> in JCJ:Tice le·,·els or :;cope. 

D.Cost .\nalysiJ In utablishing pay rates a cost ,u1akais of .tate increase3 v,:ill be conducted and Jhnll 
L •' " 

include the effect of ~mch increases Oft the City'J share of related f.riJ:Tgc benefits and unfunded 
liabilitieJ Qncluding nc;B-~rebted benefit,-;), in1pact on total compensr,tion, the-Gi-~ility-t-t} 
pay, and the reasonable co:> t to proYicle City 3C1Tices in accordance '<Vith City Council goab and 
~~ 

E. Benefit:; Long term cost:l of change:Ma-bendit ~1ges shall be es~ as \vell as their-im:rae 
on total comperBation, and this information shall be fully disdosed to the City Council before 
negotiated labor r.green-1ents are n.ffinned. Benefits afe considefed in the context of tot.1l 

ff.Jll1Pensation, the City' 3 ability to pay, and the re:uom~ble co~;t of prm·icling City ~'en·ices. 

A. Compensation - The City Council has a separate policy on compensation that provides policy 
direction and guidelines for labor negotiations and for the City Manager as it relates to 
compensation for exempt employees. 

B. Compensation Budget -- total projected compensation shall be budgeted in compliance with 
approved bargaining unit agreements. Compensation for exempt employees shall be budgeted in 
compliance with the City Manager's recommendation for these positions. 

C. Changes in Full Time Ec1uivalents (FTE)- Changes in the FTE shall be identified in the summary 
fmancial data in the Proposed Budget each year. This summary will include data by department, 
and a list of positions added, deleted, or approved but unbudgeted for the year. 

D. Vacant Positions -The City shall not carry vacant budgeted positions for more than one fiscal 
year without the Department Director identifying a strategy for the position. 

10.04.08f0 Transfers 

A. General 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 d1.e transfer to 
be used for other purposes. 

B. Transfer 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. 

C. Advances -- -Where it is necessary to make a one-time advance of General Fund monies to 
another fund, d1is action shall occur under the following conditions: 

1. The advance is reviewed, prior to the transfer of funds, by the Administrative Service 
Committee. 
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2. All excess cash balances in the fund receiving the advance shall be invested for the benefit of 
the General Fund, if allowed by federal and state law and regulations, as long as the advance 
is outstanding. 

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

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

5. For short-term cash deficits in funds other than d1e General Fund 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. 

10.04.0980 Contingency 

A. Contingency Amount- -- To meet emergency conditions, the budget shall provide for an 
appropriated contingency of at least 2% of estimated annual operating revenues. All governmental 
and enterprise funds shall maintain a contingency. The contingency shall be exclusive of all 
reserves. 

B. Contingency Use -- -Use of the contingency should be infrequent and for unanticipated 
expenditures such as costs associated wid1 a response to a disaster, or to meet unanticipated 
increases in service delivery costs. The City Council must authorize expenditure of any 
contingencies via a resolution. 

C. Contingency 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. \Vhen this occurs, the 
Finance Director will provide the Budget Commission and City Council with information 
regarding the reasons for the recommendation. 

D. Contingency Below 2%- --Where correction of a fund balance deficit causes the contingency to 
be budgeted below 2% of operating revenue, a gradual correction of the problem over a 
tweseveral year§. period is preferable to a one-time jump in rates, or substantial decreases in od1er 
expenditure plans. 

CP 10.05 Capital Improvement Program (CIP) 

10.05.010 ffi-m:~Purpose 

To provide direction for the development of the annual CIP and to maintain the City's investment in 
infrastructure. 

10.05.020 Background 

The City has a significant investment in the infrastructure necessary for the general public's use. The 
infrastructure systems - streets, bikeways and sidewalks, water treatment plants and distribution system, 
wastewater treatment plants and collection system, storm water conveyance system, airport, parks, 
recreation facilities, ftftd-open spaces, and municipal facilities - are important to the general well-being of the 
community. The City maintains and enhances the infrastmcture systems by developing long-term plans and 
securing the funding necessary to inlplement the plans. The Capit:.'ll Improvement Program is developed to 
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advise the community of the plans for maintaining the public investment, and to ensure d1e resources are 
available to invest when the community requires them. 

These policies prm·ide direction for the de\·elopment of the anuual CIP. 

10.05.0320 Capital Improvement Program 

A. Definition of a Capital Project- -- A capital project must: 

1. Cost more than $+G,fl0025,000, and 

2. be a permanent addition to the capital assets of the City, and 

3. purchase land, or 

4. construct a new building, or 

5. remodel or add to an existing building, or 

6. construct/install public infrastructure, or 

7. replace existing infrastructure. 

B. Full Costs Included -- 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. 

C. Five-vear 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 d1e City. The first year of the plan shall 
constitute the next year's capital budget. 

D. Existing 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 property values, and/ or are no longer functionally serving their intended 
purposes. 

E. Construction 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. 

10.05.04JO Capital Improvement Maintenance 

A. Maintenance 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. 

B. Operating 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. 

10.05.0540 Capital Improvement Financing 
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. I A. Appropriate Funding- -- Within the limitation of existing law, various funding sources may be 
used for capital improvements. \X!hen capital projects are proposed, appropriate funding will be 
identified. 

B. Unspent 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. 

C. Interest Earnings in the Capital Construction Fund (governmental fund)- -- 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. 

8-:-1. Interest earnings which are restricted due to the funding source (i.e., grant, bond issue) shall 
be spent in compliance with those restrictions. 

&.2. Interest 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 10.05.050.BHl50.030. 

D. Interest Earnings in the Proprietary Fund Constmction Components- -- Interest earnings which 
are restricted due to the funding source (i.e., grant, bond issue) shall be spent in compliance with 
those restrictions. All non-restricted interest earnings will be accrued to the operating fund and 
will be available to spend on either operations or future capital projects. 

10.06.010 IntroductionPurpose 

To proactively manage the City's existing and future debt issues in compliance with state and federal laws to 
maintain the City's capacity for future debt issues that may be required for infrastructure investment. 

10.06.020 Background 

The City of Corvallis operates on a pay-as-you go basis for most capital investment. matching resources 
with appropriate uses. Systems Development Charge revenue is used to fund capital investments that are 
required to increase the capacity of the City's infrastructure. Operating monies are used to pay for 
maintenance of existing infrastructure. and as leverage for grant monies to fund projects that may otherwise 
be unattainable. If necessary for some projects. :R:!;eserves are built over time, or grants are sought to fund 
some capital investments. Hmvenr, f From time-to-time d1e City plans for a capital improvement project or 
a significant long-term operating expenditure (such as pension obligations) which is too expensive to finance 
with cash resetves ot which needs to be completed before teserves can be developed. When this occurs, d1e 
City borrows monies. The City is conservative in its bottowing practices, and strives to maintain low debt
per-capita ratios when compared to sinlilar sized cities.-±':hese policie;;, along \Yith state and federal laws, 
goYem when and how the City \Vill proceed in the debt market. 

10.06.03;!0 Use of Debt Financing 

A. Long-term Debt- -- The City of Corvallis shall only use long-term debt for capital projects that 
cannot be financed out of cuttent revenues within the Revenue Policy guidelines for rate 
increases. Debt financing shall generally be limited to one-time capital improvement projects or to 



leverage a future significant cost the City must bear (such as pension obligations) and only under 
the following circumstances: 

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

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

3. when analysis demonstrates that the debt will smooth or reduce costs over multiple years or 
the project .,'f'i!:l-is expected to benefit the citizens of Corvallis. 

B. Use of Debt Financing--- Debt financing shall not be considered appropriate for: 

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

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

C. Tax/Revenue/Bond Anticipation Notes- -- Tax and revenue anticipation debt will be retired 
within the fiscal year issued, and bond anticipation notes will be retired no later than si.x months 
after the completion of the project. 

D. Short-term Debt- -- Debt issued with a final maturity of one year or less from the time of 
issuance, which is Short term: debt outstanding at the end of the year~ will not exceed 5% of net 
operating revenues (including tax anticipation notes but excluding bond anticipation notes.) 

10.06.04JO Limits on Debt Issuance 

A. Vote to Issue General Obligation Debt- -- The isYdance of gh!eneral obligation bonds requires an 
affirmative vote prior to issuanceof a lT«~jorit-y of elector~; Yocing. Constitutional limitations 
implernented by ~Measure 50 addreJs Yoter requiren1:ents. For election~; in 1\lay r.n.d 
Noycmberrequire- a simple majority of votes is requiredfor May and November elections: :-Ffor 
all other elections, a simple majority of registered voters must vote in the election, and of those 
voting a simple majority must vote affirmatively. 

B. Statutory 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 t.tue cash value of the taxable property within the 
City. 

C. Council Imposed Debt Limits- -- The annual general obligation debt service for long-tetm 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. 

D. Limited Tax General Obligation Bonds- -- The outstanding principal debt for Limited Tax 
General Obligation Bonds (LTGO), non-self-supporting leases, and full faith and credit lease 
purchases, is limited to 1% of the true cash value of the taxable property in d1e City. 
Furd1ermore, annual debt payments shall not exceed 5% of the combined operating and capital 
budgets in d1e Governmental Funds. 

E. Revenue 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 \v"ill be shared with the 
City Council prior to issuing the debt. 

10.06.0540 Debt Issuance 
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A. Timing of Debt Issuance- -- The timing for each debt issue in association with the construction 
schedule will be carefully considered, using the following criteria: 

1. Projected cash flow requirements for the capital project; 

2. Cash rese1ves on hand to temporarily fund preliminary project expenses; 

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

4. Market conditions. 

B. Competitive 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 rese1ves the right to reject any and all bids at a competitive 
sale and sell d1e bonds at a negotiated sale if it is in the best interest of the City of C01vallis to do 
so. 

C. Refunding Bonds- -- Refunding or advanced refunding bonds may be authorized by the City 
Council providing the issuance complies with the mles adopted by the State Treasurer and 
outlined in Oregon Revised Statutes. 

D. Annual Debt Payment 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 dus 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. 

E. Overlapping 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. 

F. Investment of Bond Proceeds- -- 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 d1e 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 mininlize any arbitrage penalties wluch may 
accrue "\vidlin the established IRS regulations. 

10.06.0650 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 d1e item may become technologically obsolete or is likely to require major repair during d1e 
lease purchase period, then the item should be either purchased with cash or placed on an operating 
lease. 

10.06.0670 Rating Agency Relationship 

A. Reporting- -- The City shall maintain good communication with bond rating agencies about its 
financial condition. The City will follow a policy of full disclosure on every fmancial report and 
bond prospectus. 
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B. Compliance with SEC Rules- -- The City will comply with all aspects of the Securities and 
Exchange Commission rule 15c2-12 pertaining to secondaty market disclosure. 

10.06.08+0 Debt Management Plan 

A. Debt Management Plan- -- A Comprehcnsin 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 which draws on the same fmancial resources, including, but 
not limited to: 

1. detail of d1e sources of funding for all debt; 

2. current and future debt capacity analysis; 

3. issues to be addressed for sound debt management; 

4. a contingency debt plan should any of the funding sources become unavailable in d1e 
foreseeable future; and 

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

B. Review- -- The Administrative Services Committee shall review the ComprehemPi·e Debt 
Management Plan prior to d1e issuance of new debt and any recommendations made therein. 

CP 10.07 RISK MANAGEMENT 

10.07.010 lffi.roduetionPurpose 

These policies set forth the over-arching guidance for the City's tisk management ptogram which is 
designed to minimize risk of incidents where damage could occur to citizens. employees, ot the City's 
infrastructure ot assets. Managing risk is ctitical to protect the community's assets and the organization's 
financial position. 

10.07.020 Background 

The City of Corvallis' 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 tisks, change factors that can be changed controlled to teduce risks, ensure that risk is 
transferred to others when appropriate, and provide insurance to mitigate against losses. The Risk 
Management program is comprehensive and addresses risks to City employees through appropriate training, 
and risks to staff and the general public through proactive maintenance and insurance coverage as well as 
holding adequate reserves for uninsured losses and programs designed to reduce factors associated with 
claims. 

These policies Jet forth the m·er nrching guidance for the City\; risk mnnagement functions. 

10.07.03~0 Risk Management Report 

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

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

2. an identification of current and potential liability risks or activities potentially impacting the 
City's fmances, 
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3. specific strategies to address the tisks identified, and 

4. a summary of the past yeat's safety and violence in the workplace activities/ttainings. 

10.07 .04JO Risk Management Program 

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

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

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

3. other risk management actlvttles, including review of all City contracts with respect to 
indemnification and insutance provisions. 

10.07.0540 Risk Management Fund 

A. Putpose- -- The Risk Management Fund shall be used to provide for insutance coverage, 
uninsuted losses in excess of SSOOdeductible amounts, safety program expenses, and prudent 
reserves, contingencies and fund balances. 

B. Catastrophic Reserves- -- The targeted balance for unappropriated catastrophic reserves shall be 
$500,000 each year. Appropti.ated 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 thtee years, or sooner if practical. 

C. Unreserved 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 expenditutes 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 retutned to departments based on the pti.or yeat's experience. 

CP 10.08 INVESTMENTS 

10.08.010 IntroductionPurpose 

To minimize risk associated with investing the City's monies and ensure the availability of cash to meet 
expenditures, while ma.'<imizing earnings opportunities and minimizing idle funds. These policies provide 
direction for managing the City's investments. 

10.08.020 Background 

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 as authorized by Oregon Revised Statutes on local government 
investments and the City's Administrative Policy on Investments. Investing monies has inherent risks; 
these risks are managed du:ough d1e application of appropriate risk assessments and diversification, and 
following prudent rules for investing governmental funds. These policies establish and provide 
guidelines for the safe and efficient management of City funds, and the putchase and sale of investment 
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instruments. The goa-l i.1 to minimize risk and enJure the-aYailability of cash to meet expenditure:\, '>Yhile 
tn:inimizing idle funds. The.1e policiea proYide direction for managing the City':; inye:;tments. 

10.08.0320 Scope 

A. Application of Policy- -- These investment policies apply to all cash-related assets within the scope 
of the City's audited financial statements and held di.recdy by the City. Funds held and invested by 
trustees or fiscal agents a.re excluded from these policies; however, such funds are subject to 
regulations established by d1e State of Oregon. 

B. Pooled 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 
d1e 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." 

10.08.04JO Objectives 

A. The City's investment objectives are listed below. and can be summarized as primarily concerned 
with safety. legality and liquidity. with a secondary objective of return: 

1. Preserve capital and protect investment principal, 

2. Confonn with federal, state and other legal requirements, 

3. Maintain sufficient liquidity to meet operating requirements, 

4. Diversify to avoid incuning unreasonable risks regarding specific security types or individual 
financial institutions, 

5. Attain a market rate of return throughout budgetary and economic cycles, 

6. Invest with the intent to hold until maturity. 

10.08.0540 Responsibility 

A. Authoritv- -- The authority for investing City funds is vested with d1e City Manager, 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. The Finance director may choose to use the services of a professional 
investment advisor if he/she believes that is most beneficial to the organization. 

B. Investment 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 d1e 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 senre, shall serve ex-officio as a voting member. 

C. Investment 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 perfonned by the Investment Council 
at least quarterly and verified by the City's independent auditor at least annually. The Investment 
Council shall review investment reports, investment strategies, investment holdings, banking 
relationships, and the legality and probity of investment activities. 
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D. Investment 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. 

E. Investment Maturitv Matches Cash Flow- -- Recognizing that the City's need for funds 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 the projected cash flow budget. 

F. Investment Administrative Im·estn'lent Policy -- The City Treasurer shall annually update the 
City's administratiYe policy for investments, to be reviewed and approved by the Investment 
Council prior to adoption. Substantive changes in tSignificant change; to tThe Investment 
Administrative Policy shall be submitted to the Oregon Short Term. Fund Board for reYiew after 
City Manager approyal. 

10.08.0650 Investment Instruments/Vehicles 

A. Investment Instruments- -- Funds of tl1e City of Corvallis must be limited to those investments 
allowed by tl1e statutes of the State of Oregon and as identified in tl1e Investment Administrative 
Policy. 

B. Investment Diversification- -- Funds of the City of Corvallis will be invested in accordance with 
diversification by financial institution, investment type, and maturity as outlined in the Investment 
Administrative peli:eyPolicy. 

10.08.0760 Reporting Requirements 

A. Annual Reports- -- The City Treasurer shall submit an annual statement certifying compliance 
"vith tl1e 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. 

B. Monthly 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 surnn1ary information about all 
investments held in tl1e City's portfolio as of the end of the month, and shall be issued and posted 
on the City's web site \V-itll.in 21 days after the end of the monthly reporting period. 

CP 10.09 ACCOUNTING AND FINANCIAL REPORTING 

10.09.010 IntroductionPurpose 

To provide Council leadership for the organization by stating the importance of a system of internal 
controls to be implemented and maintained to meet the goals of providing accurate and timely financial 
repo1'ts to the community and financial markets. 

10.09.020 Background 

Best practices state that the City Council must lead the organization's commitment to excellence in 
financial management through the adoption of policies stating clear expectations. The City of Corvallis 
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maintains a financial management system of financin:l management that ensures transactions are 
appropriately recorded, assets are managed for the benefit of the community, and risk of fraud or 
financial loss is identified and minimized through a set of internal controls arc de·,·cloped and 
maintained designed to manage the risk. The financial markets and other interested parties rely on the 
City's annual fmancial statements to ensure Corvallis bondholders the City's financial condition will 
allow the City to continue to make all required debt payments and meet all covenants. As a result, f.t:-i.s 
crjticnl that the City\; financial condition is reported accumtely and timely. These :\ccounti11g and 
filla.ncinl Reporting policies have been developed to meet thet.~e goals. 

10.09.03;!0 Internal Controls 

A. Internal 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: 

1. effective and efficient operations, 

2. reliable and accurate financial informacion, 

3. compliance with applicable laws and regulations, and 

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

B. Annual 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 Generallv 
Accepted Accounting Principles (GAAP}. 

10.09.0430 Financial System 

A. Purpose of the Financial System- -- The fmancial 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. 

B. Financial System Characteristics--- The City's accounting and reporting system shall demonstrate 
the following characteristics: 

1. reliability, 

2. accuracy, 

3. consistency, 

4. timeliness, 

5. efficiency, 

6. responsiveness, 

7. compliance with legal requirements, and 

8. compliance conformance with generally accepted aea"illnting principle.> (GAAP). 

C. Funds- -- By CmUlcil resolution, t111e City shall establish and maintain only those funds that are 
necessary by law and for sound financial administration. The funds shall be structured in a manner 
consistent with GAAP, to maximize the City's ability to audit, measure and evaluate financial 
perforn1ance. The fund structure will be reviewed annually and the Finance Director will 
recommend changes to improve compliance with Council policies, financial planning, resource 
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allocation and service delivery will be made to the City Manager at the beginning of the annual 
budget process. Adding. closing. or making significant changes to a fund shall be done by the City 
Council by adopting a resolution. 

10.09.0540 External Financial Reporting 

A. Comprehensive Annual Financial Report (CAFR)- -- The City shall annually prepare and publish, by 
December 31 '1 of each year, a Cotnprehensi:n ~\nnual r:inancd Report (CAFR7 in confonnity with 
generally accepted accounting principles. The CAFR shall include but not be funited to: 

1. an explanation of the nature of the reporting entity, 

2. the extent of activities conducted by the City, 

3. comparison of actual activity to adopted budget, 

4. an explanation of the City's fiscal capacity, 

5. disclosure of short and long tenn liabilities of the City, 

6. capital assets reporting, 

7. cash policies and compliance reporting, 

8. accounting policies, controls and management responsibilities, and 

9. all other disclosures required by GAAP. 
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GLOSSARY OF TERMS USED IN FINANCIAL POLICIES 

Accrual Basis of Accounting - The basis of accounting under which transactions are recognized when they 
occur, regardless of the timing of related cash flows. 

Appropriation - Legal authorization granted by City Council to make expenditures and incur obligations. 

Assessed Value - TI1e value set by the County assessor on real and personal taxable property as a basis for 
levying taxes. 

Assessments- An amount levied against a property for improvements specifically benefiting that property. 

Balanced Budget - A budget in which the resources are equal to or greater than the requirements in 
each/every fund. 

Benefits - Employee benefits mandated by state and federal law, union contracts, and/ or Council policy. 
The most common forms of fringe benefits are pension plans, health and life insurance, vacation, sick and 
holiday leave, deferred compensation, automobile allowances, disability insurance, and educational and 
incentive pay. 

Bonds- A written promise to pay a sum of money (principal or face value) at a future date (maturity date) 
along with periodic interest paid at a specified percentage of the principal (interest rate). Bonds are typically 
used to finance long-term capital improvements. 

Budget - A plan of financial operation, embodying an estimate of proposed expenditures for a given period 
(typically a fiscal year) and the proposed means of fmancing them (revenue estimates). Upon approval by 
the City Council, the budget appropriation resolution is the legal basis for expenditures in the budget year. 

CAFR (Comprehensive Annual Financial Report) - Prepared at the close of each fiscal year and published 
no later than SL'< months efafter close of each fiscal year to show the actual audited condition of the City's 
funds and serves as the official public record of the City's fmancial status and activities. 

Capital Budget - A plan of proposed capital expenditures and the means of financing them. The capital 
budget is usually enacted as part of the complete annual budget which includes both operating and capital 
outlays. The capital budget should be based on a capital improvement program. 

Capital Improvement Program (CIP) - A plan for capital expenditures to be incurred each year over a fi'<ed 
petiod of several future years, setting forth each capital project, identifying the expected beginning and 
ending date for each project, the amount to be expended in each year, and the method of financing those 
expenditures. 

Capital Outlay - Expenditures for operating equipment drawn from the operating budget. Capital outlay 
items normally include equipment that will last longer than one year and having an initial cost above $5,000. 
Capital outlay does not include capital budget expenditures for construction of infrastructure such as streets, 
buildings, or bridges. 

Contingencies - An appropriation of funds to cover unforeseen events which occur during the budget year. 
City Council must autl10rize the use of any contingency appropriations (not to be confused with Reserves). 

Cost Allocation - A costing of local government services to identify the full cost of municipal set-vices. 

Council Goals - Broad goals established by the City Council at the outset of each two-year term to guide the 
organization in its activities and focus. 

Debt Service - The amount of principal and interest that a local government must pay each year on net, 
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direct-bonded, long- term debt plus the interest it must pay on direct short-term debt. 

Deficit - (1) The excess of an entity's liabilities over its assets (see Fund Balance). (2) The excess of 
expenditures or expenses over revenues during a single accounting period. 

Direct Cost - A cost directly related to producing and/ or providing services. Direct costs consist chiefly of 
tl1e materials and supplies used to provide a service, and the wages and salaries of personnel working to 
provide a service. Such direct cost is usually readily identifiable; as opposed to i11dired cost tl1at is allocated 
among the various products or services provided. 

Equipment Replacement Schedule - A schedule of annual purchases to replace major equipment and 
vehicles that have met or exceeded their useful life to the City. 

Expenditure - Total amount incurred if accounts are kept on an accrual basis; total amount paid if accounts 
are kept on a cash basis. 

Financial Audit- A systematic examination of resource utilization concluding in a written report. It is a test 
of management's internal accounting controls and is intended to: 

~~~~ Ascertain whether financial statements fairly present financial position and results of operations, 

~•Test whether transactions have been legally performed, 

J=,;e Identify areas for possible in1provements in accounting practices and procedures, 

l=h• Ascertain whether transactions have been recorded accurately and consistently, and 

.f-:-• Ascertain the stewardship of officials responsible for governmental resources. 

Financial Condition- The City's ability to pay all costs of doing business and to proYide services at the leYel 
and quality that are required for the health, safety, and welfare of the community, and that its citizens desire. 

Financial Plans - A schedule that provides information about the expected future fiscal stability of City 
operations. The projections are for the operating funds of the City. Each financial planfinancial plan, or 
proforma, includes a discussion about issues that are addressed in the proforma, as \Veil as footnotes about 
the-assumptions made about both revenues and expenditures for each fund. 

Financial Policies - Administrative and Council policies established to govern the City's financial operations. 

Fixed or Mandated Costs- These include expenditures to which the government is legally committed (such 
as debt service and pension benefits), as well as expenditures imposed by higher levels of government (such 
as for wastewater treatment facilities). 

Fund - An independent fiscal and accounting entity with a self-balancing set of accounts, recording cash 
and/ or resources together with all related liabilities, obligations, reserves, and equities, which are segregated 
for the purpose of carrying on specific activities or attaining certain objectives. 

Fund Balance - The difference between fund assets and fund liabilities of governmental and sinlliar trust 
funds. The equivalent tenninology \v-ithin proprietary funds is Retained Earnings. (When the term "Fund 
Balance" is used in reference to Proprietary Funds, it is normally referring to tl1e estin1ated budgetary-basis 
amount available for appropriations for budgeting purposes.) The Governmental Accounting Standards 
Board (GASB) has defined fund balance segments as follows: 

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

D. Assigned: Amounts the City intends to use for a specific purpose. The authority to asstgn 
resources lies with the Citv's Finance Director. 

F Unassigned: Amounts that are not categorized into one of the aforementioned classifications; 
these resources may be used for anything. 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. 

GAAP- Generally Accepted Accounting Principles. 

General Obligation Bonds - When a government pledges its full faith and credit to the repayment of the 
bonds it issues, then those bonds are general obligation (GO) bonds. Sometimes the term is also used to 
refer to bonds which are to be repaid from taxes and other general revenues. 

Government Funds - These funds subscribe to the modified accrual basis of accounting and include the 
follow-ing types of funds: 

@.:•General Fund - The major source of revenue for this fund is taxes. There are no restrictions as to 
the pmposes in which the revenues in this fund can be used 

.J=,.e Special Revenue Funds - The resources received by these funds are limited to a defined use, such as 
the Street Fund. 

!=h• Debt Service Funds - Funds used for paying principal and interest of debt on non-enterprise funds. 

h• Capital Project Funds - Resources from these funds are used for purchase or construction of long
term fixed assets. 

~· Permanent Funds - The resources received bv these funds are limited to a defmed use and onlv . . 
earnings may be spent. The Davidson Fund is the city's only permanent fund. 

Grant - A contribution of assets by one entity to another. Grants are generally designated for a specific 
expenditure. 

Indirect Cost - A cost incurred in the production and/ or provision of a service that usually cannot be 
directly associated with any one particular good or service but rather results from general productive activity. 
In effect, indirect cost is any cost of production other than direct labor and direct materials cost. Examples 
include the wages of supervisory and administrative personnel, occupancy and maintenance of buildings, 
and utility costs. 

Investment -:: Cash balances. g~ecurities and real estate purchased and held for the production of income in 
the form of interest, dividends, rentals, or base payments. 

Liabilities - The sum of all amounts that are owed at the end of the fiscal year, including all accounts 
payable, accrued liabilities, and debt. 

Long-Term Debt- Present obligations that are not payable within a year. Bonds payable, long-term notes 
payable, and lease obligations are examples of long-term debt. 
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Master Plan - A comprehensive plan, normally covering a 5-10 year period, developed to guide delivery of 
specific services, identify future needs arid challenges, and identify future infrasttucture needs. 

Modified Accrual Basis of Accounting - The accrual basis of accounting adapted to the govemmental fund 
type under which revenues are recognized when they become both "measurable" and "available to finance 
expenditures of the current pet-iod. 11 Expenditures are generally recognized when the related fund liability is 
incurred. 

One-Time Revenue - Revenue that cannot reasonably be expected to continue, such as a single-purpose 
federal grant, an interfund transfer, or use of a reserve. Also referred to as a non-recurring revenue. 

Operating Budget - The appropriated budget supporting current operations. Most operations are found in 
the General, Special Revenue, Permanent, Enterprise, and Internal Serv-ice Funds. 

Overlapping Debt - The net direct bonded debt of another jurisdiction that is issued against a tax base 
\vithin part or all of the boundaries of the community. 

Pav-As-You-Go Basis- A tetm used to desctibe the financial policy of a government which finances all of 
its capital outlays and/ or improvements from current revenues rather than by borrowing. 

Personal Senrices - A category encompassing all salaties, fringe benefits, and miscellaneous costs associated 
witl1 employee expenditures. Budget law also refers to this category as personnel services. 

Proprietary Funds - These funds subscribe to an accrual basis of accounting and include the following types 
of funds: 

B-:• Enterprise Funds - Account for distinct, self-sustaining activities that derive the major portion of 
their revenue from user fees. 

H-:• Internal Service Funds - Account for goods and/ or services provided to other funds or departments 
witlun the organization. Examples include the V elude and Equipment Maintenance and Data 
Processing Funds. 

Reserved Balance - For budgetary purposes, this is the amount of fund balance that is not available for 
appropriation except for the uses defined for the specific reserve. 

Resolutions - A legal document adopted by the City Council that directs a course of action. In relationship 
to tl1e budget, resolution refers to the document that levies taxes and sets legal appropriation levels. 

Restricted Revenue- Legally earmarked for a specific use, as may be required by state law, bond covenants, 
or grant requirements. For example, many states require tl1at gas tax revenues be used only for street 
maintenance or street construction. 

Revenue - Monies received or anticipated by a local government from either tax or non-tax sources. 

System Development Charge (SDC) - A charge levied on new consttuction to help pay for additional 
expenses created by growtl1 or to compensate for already existing capacity in key facilities and systems 
already in place wluch support the new development. 

Transfer - Amounts distributed from one fund to finance activities in another fund. Shown as an 
expenditure in the originating fund and a revenue in tl1e receiving fund. 

Unfunded Liability - A liability that has been incurred during the current or a prior year, tl1at does not have 
to be paid until a future year, and for wluch reserves have not been set aside. It is sinlllar to long-term debt 
in that it represents a legal commitment to pay at some time in the future. 
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_Adopted November 27. 1989 

Last Revised 

FINANCIAL POLICIES 

CP 10.01 FINANCIAL POLICIES PURPOSE, MISSION, AND GOALS 

10.01.010 Purpose 

To underscore the responsibility of the City of Corvallis to its citizens for the long-term care of public 
funds and wise management of municipal finances while providing adequate funding for the services 
desired to achieve a sense of well-being and safety by the public and maintaining the community's 
public facilities and infrastructure to enhance the long-term livability and economic vitality of 
Corvallis. 

10.01.020 Mission 

To provide policy direction from the City Council to the City of Corvallis organization about sustainable 
financial management to ensure the City continues to provide desired services to the community in 
perpetuity. 

10.01.030 Goals 

To meet this mission, the goals for financial management include the following: 

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

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

C. To assist sound management of the City by providing accurate and timely information to the City 
Council and the public on the City's financial condition. 

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

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

F. 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. 

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

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

I. To ensure the legal use of all City funds through a sound system of administrative policies and 
internal controls. 
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10.01.040 Background 

Municipal financial operations have a wide variety of oversight or standard setting agencies, including 
multiple departments within both, the 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 guidance in financial 
management when oversight agencies are otherwise silent or to reiterate best practices that may be 
codified by another entity. The City Council's Financial Policies have been reviewed and updated each 
year since they were first adopted to ensure the policy direction is current. 

10.01.050 Achieving Financial Policy Goals 

To achieve and maintain the goals outlined in these policies, the Finance Department will conduct an 
annual analysis of projected financial condition and key financial indicators. This budget capacity 
analysis shall be used to inform the next budget development process. 

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; 

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. 

10.01.060 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 Purpose 

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. 
Maintaining a positive ending fund balance is a best financial management practice, and is important to 
maintain the City's credit rating, and to meet state law requirements for no deficit spending. 

10.02.020 Background 

Budgetary fund balance is a critical component of the City's financial management policies. Large ending 
fund balance targets may be viewed as reducing resources that could be used to provide direct services 
to citizens; small ending balances may be viewed as leaving the City open to too much risk from 
emergencies or temporary economic downturns and may result in downgrades to the City's credit 
rating that would increase the cost of borrowing. Residents' sense of well-being is enhanced 
when the City is able to provide a consistent level of service from year-to-year. 
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This policy is designed to provide guidance for maintaining an ending fund balance that is adequate to 
manage risk while ma.ximizing the services provided to citizens. 

The budgetary ending 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. Actual fund balances 
for each fund shall be reported in the Comprehensive Annual 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 the budget each year. 

10.02.030 Fund Balance Definitions 

The Governmental .c\ccounting Standards Board (GASB) has defmed fund balance categories for 
financial reporting to be classified as defined in the glossary attached to these Financial Policies. 

The City of Corvallis will use the GASB's definitions of Fund Balance for the Comprehensive Annual 
Financial Report (CAFR) 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. 

10.02.040 Fund Balance Policy 

A. Property Tax Funds Combined- Budgetary Fund Balance for Financial Planning Purposes 

1. The City Council has established the fund balance target for the Property Tax Funds 
Combined to total three months of payroll expenses. 

2. The City Manager will review the City's financial status each year and develop a 
budget process that is designed to meet Oregon Local Budget Law requirements, 
taking into account the City's projected financial status for the budget year. 

Financial Policies 

a) Should the projected ending fund balance for the budget year be lower than the 
City Council's target, the following strategy will be implemented: 

1. For times when the fund balance is lower than the target as the result of 
structural/ systemic changes, the fund balance shall be re-built over a period of 
no more than: 

a. five years if the fund balance is less than 50 percent of the target. The 
balance shall be re-built to achieve an ending fund balance of no less 
than 10 percent of the target in the first year; 25 percent in the second 
year; 45 percent in the third year; 70 percent in the fourth year; and 100 
percent in the fifth year. This strategy is specifically designed to allow for 
consideration/ development of a new revenue source prior to significant 
service reductions taking effect should the City Council wish to consider 
revenue alternatives. 

b. three years if the fund balance is between 50 percent and 100 percent of 
the target. The balance shall be rebuilt to achieve an ending fund 
balance of no less than 60 percent at the end of the first year; 75 percent 
at the end of the second year, and 100% at the end of the third year. 

2. For times when the fund balance is lower than the target as the result of short
term poor experience (i.e., costs to respond to a natural disaster), the City 
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Manager shall recommend a strategy for re-building the fund balance taking 
into account the following criteria: 

a. the cause of the poor experience; 

b. the City's ability to control/ change the causing factor; 

c. the impact to services to achieve an immediate re-build of fund balance; 

d. the likelihood the causing factor will end and revenues/expenditures will 
return to normal levels within one year; and 

e. the likely amount of time required to re-build the fund balance if no 
additional changes in services/revenues occurred and/or one-year is not 
a viable time frame for proposed solutions. 

b) Should the projected ending fund balance be above the target, the City Manager 
will make a recommendation to the City Council whether to reserve those monies 
above the target for: 

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

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

3. other one-time costs; and/ or 

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

B. Appropriate Budgetary Fund Balance - all other funds 

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

2. The Finance Director shall recommend the appropriate ending budgetary fund balance for 
each fund as part of the budget development process. The Finance Director shall take into 
account the following factors: 

a) the current budgetary fund balance; 

b) cash flow requirements within the fund to support expenditures, including up to three 
months of payroll costs; 

c) future capital needs; 

d) significant revenue and expenditure trends including the HNA; 

e) relative rate stability from year to year for enterprise funds; 

f) susceptibility of the fund's operations to emergency or unanticipated expenditures; 

g) credit worthiness and capacity to support debt service requirements and covenants; 

h) legal or regulatory requirements affecting revenues, expenditures, and fund balances; 

i) reliability of outside revenues; and 

j) any other factors pertinent to that fund's operations. 
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3. The minimum fund balance targets for any given non-property tax fund shall be no 
less than five percent of current revenue. 

4. Ending Budgetary 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 in any fund, the budgetary ending fund 
balance for the then current fiscal year will 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 tlus policy would dictate, staff shall develop a 
plan for City Council consideration through the Administrative Services Committee that 
addresses the shortfall. 

5. Ending Budgetary Fund Balance Above Recommended 

In the event the ending budgetary fund balance is higher than either the m1mmum 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 comn1itted balances for future basic operations; 

c) other one-time costs; and/or 

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 REVENUE POLICIES 

10.03.010 Purpose 

These policies provide direction in the management and oversight of existing revenue sources 
and for the development of new revenue sources. 

10.03.020 Background 

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/Statutes, federal law, or regulations 
promulgated by a state, federal, or other agency; others are assessed solely through the City's home 
rule authority. Revenues are critical to the City's financial operations as they provide the 
resources necessary to provide services at the level the community desires. However, the City 
Council also recognizes that the majority of the revenue received by the City comes from its 
own citizens and the ability to pay increasing amounts may make Corvallis less livable, 
especially for low income residents. Revenue decisions are complex and must take into account 
a variety of factors. The Revenue Policies are designed to provide guidance to staff and the City 
Council as new revenue sources or rate increases for existing revenues are considered. 

10.03.030 General Revenue Policies 

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

B. Restricted Revenues -- Restricted 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. 

C. Capital Improvement Funding -- Revenue for capital improvements sh:Ul be used to finance 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. 

D. One-time Revenue -- One-time revenue includes fund balances and grants or other sources which 
have a specific time limit and/ or reason for expenditure. One-time revenue will be used for one
time expenses whenever possible; in some cases one-time revenue may be used for costs the 
City would have incurred for a program or service, regardless of the receipt of the one
time revenue. If one-time revenue is considered for ongoing expenditures (such as adding staff) 
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. 

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

F. Revenue Monitoring - Revenues will be monitored monthly for performance compared to 
both the annual budget and the anticipated timing of revenue receipts. 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. 

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

H. Charges for Services-- 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 the payer permission or a license to do a specific activity (i.e., 
franchise fees authorize use of the public right-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., the admission fee at the swimming pool is 
only assessed to the person going swimming). 

1. Fees and charges other than those identified elsewhere in City Council policy or via 
Corvallis Municipal Code will use the following criteria to determine the ratio of cost 
recovery: 

Financial Policies 

a) Whether the person paying the fee can avoid it; 

b) Whether the program supported by the fee is designed to benefit the entire 
community or only a small segment of the population; 
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c) Whether the fee is set high or low to incentivize something (i.e., change 
behavior); 

d) Whether the fee should be earmarked for a specific use or should be treated as 
a general revenue available for operations; 

e) Whether there are extenuating circumstances where the Council believes the 
fee should not cover all of the costs associated with the service; and 

f) Whether the fee costs less to collect/ administer than the revenue it brings in. 

2. Fees and charges are reviewed annually, and are updated via Council action when 
necessary. 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. 

3. A fee shall be charged for any service that benefits limited interests within the 
community, except for basic, unavoidable human needs type services provided to 
persons \vith limited ability to pay. 

4. Historically, the City Council has provided very limited tax and fee exemptions; 
rather, the City Council has elected to use General Fund monies to pay the 
fees/ charges for non-profit entities that request exemptions when the cause matches 
the City's goals. 

I. Systems Development Charges (SDC) - SDC rates are set via resolution and are designed 
to cover the costs of infrastructure necessary to provide services for future growth. The list 
of projects eligible for SDC funding shall be updated when facility plans are updated or 
amended, or when a project not listed in a facility plan is identified and will provide 
additional capacity to serve growth. The overall SDC program methodology and 
population service scenario shall be reviewed approximately every ten years. 

10.03.040 Property Taxes 

The City levies property taxes for operations and for general obligation debt service in 
compliance with the Oregon Constitution and Oregon Revised Statutes. The City has a 
permanent tax rate of $5.1067 per $1,000 of assessed value; from time-to-time the City may have 
a local option property tax levy for a limited period of time. Revenue for a local option levy will 
be accounted for according to the ballot language for the levy. Revenue from property taxes 
levied for general obligation debt service shall be for specific series of debt, levied and 
accounted for in accordance with state legal requirements. Revenue from the City's permanent 
tax rate will be allocated in accordance with this policy. 

A. Allocation -- Property taxes are allocated to the General, Parks & Recreation, Fire and 
Rescue, and Library Funds according to the Budget Commission and City Council direction 
through the annual budget process. This sets a projected demand for property taxes in each fund 
receiving them for the year. The allocation is generally set so that each of the funds ends the 
budget year with 25 percent of the ending fund balance in the Combined Property Tax 
Financial Plan. 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 budgetary 
fund balance position, with the following targeted allocations set as part of the budget process. 
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1. The Arts Center allocation shall be 0.21% of the 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. 

2. The. 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. 

3. The 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 during the budget process, with actual 
allocations based on the actual property tax revenue growth. Tlus allocation shall be 
reviewed no later than December 31, 2013. 

10.03.050 Utility Fees (Water, Wastewater. Storm Water) 

A. Utility Fee Basis -- Utility user charges for each of the three City utilities will be based on the total 
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. 

B. Annual Rate Review -- Staff shall conduct an annual comprehensive rate review each fall for the 
\Vater, \V'astewater 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. 

C. Rate Adoption -- Utility rates will be adopted by ordinance and will be recorded in the Corvallis 
Municipal Code. 

D. Franchise 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 Department Fees 

A. Cost Recovery -- Parks and Recreation programs are funded through 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 with the fewest recreational alternatives (youth, 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. 

1. total fee support (recover a minimum of 95% of direct program costs) 

Financial Policies Page 8 of28 



a) special instruction classes (all ages) 

b) recreation trips and outings 

c) adult sports leagues 

d) major events which charge admission 

2. partial fee support (recover 50% to 75% of direct program costs) 

a) outdoor recreation 

b) preschool programs/introduction 

c) child care oriented programs 

d) senior citizen programs 

3. minimum fee support (recover 33% to 50% of direct program costs) 

a) youth programs and events 

b) playground programs 

B. Osborn Aquatics Center Fees 

1. 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 .r\quatics 
Center shall pay its share of the general indirect costs charged to all City departments for 
centralized administrative functions. 

2. 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 property tax subsidy allocation, 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. 

3. Rental 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. 

4. Prices for concessions operated by the 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 the concessionaire. All monies from 
concessions will be used for operations at the Aquatics Center. 

C. Rate Review -- The Park and Recreation Department shall conduct an annual comprehensive 
review of rates including Osborn "-\quatic Center rates. The 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 other City operations. 

D. Use 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. 

E. Alternate 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 
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and Recreation Board and other advisory committees. Funds collected for any special purpose 
shall be earmarked for that purpose. 

10.03.070 Ambulance Fees 

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

B. Rate Changes -- 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 
historic and projected costs of service, service demands, changes in fixed and variable costs, 
market rates, and changes in service requirements or mandates. The City shall notify Benton 
County of proposed fee increases or decreases at the beginning of the City's formal budget review 
process. 

1. Proposed rate changes will be submitted 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. 

2. The Council shall adopt rate ·adjustments by resolution. Following Council adoption, the 
new rates will go into effect by July 1 of each fiscal year. 

3. 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. 

C. Special Rate Reviews -- If, at any time d~~ing the fiscal year, estimated costs of service exceed 
available revenue, the City Manager may conduct a special rate review. In conducting such reviews 
the City Manager would follow the above procedures. In this instance, rate adjustments could take 
place at any time within the fiscal year, with 30 days' public notice. 

10.03.110 Cirants 

.A. Grant Opportunities -- The City shall aggressively pursue grant opportunities; however, before 
accepting grants, the City will consider the current and future implications of accepting the 
morues. 

B. Federal Funds -- Federal funds shall be actively sought by the City. The City will use these funds 
to further 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 unless the federal grant is specifically for capital 
projects. Usc of federal funds shall support City goals and services. 

C. Grant 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: 

1. the amount of the matching funds required; 

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

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

4. the related expenditures including administration, record keeping, and auditing expenditures. 
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D. Single 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 OMB Circular A-133. 

10.03.120 Gifts, Donations and Bequests 

"-\. Use 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 the donor. Unrestricted gifts will be expended on the recommendation of the related 
advisory board. 

B. Evaluation -- 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 unless the gift, donation or bequest is for an already 
planned and budgeted service or program. 

CP 10.04 EXPENDITURE POLICIES 

10.04.010 Purpose 

To provide direction for developing the annual budget, monitoring the City's financial status 
throughout the year, and ensuring that the City's monies are expended to provide services to 
citizens. 

10.04.020 Background 

The City expends a significant amount of money each year to provide services that are important to 
citizen's sense of well being and safety and to improve the livability of the community. The largest 
portion of expenditures are for the operating costs of the organization. These costs include all of the 
salaries/wages and related benefits for City staff, along with materials, services and capital outlays necessary 
to perform the basic functions of the City. Additional costs associated with capital projects (infrastructure 
investments) and debt service are part of the annual budget, based on specific plans for both. 

10.04.030 Operating Budget-- Pay-As-You-Go 

A. 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: 

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

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

B. Cost 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. 

C. J'vfandated Costs -- Costs attributable to mandates of other government agencies shall be included 
in the annual budget. 
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10.04.040 Budget Balance 

The City Manager will prepare a budget for each fund each year where resources on a modified accrual basis 
either equal or exceed all expenditures 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, and contingencies. 

10.04.050 Budget Performance Reporting 

A. Quarterly Reports -- The Finance Director shall submit a Quarterly Operating Report (QOR) to 
the Budget Commission within 45 days of the close of the fiscal quarter. The QOR will be 
published on the City's web site for public review. 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 information such as the status of the City 
Council's Values and Goals and departmental performance information. 

B. Performance 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 QOR. 

10.04.060 Maintenance, Repair & Replacement 

A. Master Plans -- The City shall maintain master plans for all major infrastructure systems. :/\'faster 
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, \Vater Plant, \Vater Distribution system, \Vastewater Plant, Waste:water 
Collection system, Storm Water system, and the Airport. The master plans shall be adopted by the 
City Council as amendments to the City's Comprehensive Plan. 

B. Master Plan Projects -- 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 and 
the project will result in the acquisition of a new or addition to an existing a capital asset; master 
plan projects that do not result in capital assets shall be included in the operating budget. 

C. Annual 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. 

D. Equipment Replacement Plans -- Assets which are not part of a major infrastructure 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. 

E. Stable Spending plans -- 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 
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each year adequate to fully fund the project in the future. If monies are not set aside in reserves 
due to financial shortfalls: 

1. reserves will be re-built within tht-ee fiscal years to the level required to meet future 
replacement plans; or 

2. Staff will develop a plan to borrow monies for critical equipment replacement. 

F. Equipment Replacement Budgeting -- Equipment to be replaced will be budgeted 
considering: 

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

2. Wear and tear on the asset; 

3. Environmental conditions which may shorten or lengthen the useful life of the asset; 

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

5. Availability of service and/ or parts; and 

6. The cost/benefit of early replacement with more efficient and/ or less expensive technology. 

G. Facility 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 10.04.060.F. 

H. Maintenance 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. 

10.04.070 Personal Services 

A. Compensation - The City Council has a separate policy on compensation that provides 
policy direction and guidelines for labor negotiations and for the City Manager as it 
relates to compensation for exempt employees. 

B. Compensation Budget -- total projected compensation shall be budgeted in compliance 
with approved bargaining unit agreements. Compensation for exempt employees shall be 
budgeted in compliance with the City Manager's recommendation for these positions. 

C. Changes in Full Time Equivalents (FTE) - Changes in the FTE shall be identified in the 
summary financial data in the Proposed Budget each year. This summary will include 
data by department, and a list of positions added, deleted, or approved but unbudgeted 
for the year. 

D. Vacant Positions- The City shall not carry vacant budgeted positions for more than one 
fiscal year without the Department Director identifying a strategy for the position. 

10.04.080 Transfers 

"-\.. General 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 
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expenditures shall be transferred back to the General Fund, unless Council directs the transfer to 
be used for other purposes. 

B. Transfer 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. 

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

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

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

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

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

5. For short-term cash deficits in funds other than the General Fund 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. 

10.04.090 Contingency 

A. Contingenc_y Amount -- To meet emergency conditions, the budget shall provide for an 
appropriated contingency of at least 2% of estimated annual operating revenues. All governmental 
and enterprise funds shall maintain a contingency. The contingency shall be exclusive of all 
reserves. 

B. Contingency 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 authorize expenditure of any 
contingencies via a resolution. 

C. Contingency 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 this occurs, the Finance 
Director will provide the Budget Commission and City Council with information regarding the 
reasons for the recommendation. 

D. Contingenc_y Below 2% --Where correction of a fund balance deficit causes the contingency to be 
budgeted below 2% of operating revenue, a gradual correction of the problem over several years 
is preferable to a one-time jump in rates, or substantial decreases in other expenditure plans. 
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CP 10.05 Capital Improvement Program (CIP) 

10.05.010 Purpose 

To provide direction for the development of the annual CIP and to maintain the City's investment 
in infrastructure. 

10.05.020 Background 

The City has a significant investment in the infrastructure necessary for the general public's use. The 
infrastructure systems - streets, bikeways and sidewalks, water treatment plants and distribution system, 
wastewater treatment plants and collection system, storm water conveyance system, airport, parks, 
recreation facilities, open spaces, and municipal facilities - are important to the general well-being of the 
community. TI1e City maintains and enhances the infrastructure 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 requires them. 

10.05.030 Capital Improvement Program 

A. Definition of a Capital Project -- A capital project must: 

1. Cost more than $25,000, and 

2. be a permanent addition to the capital assets of the City, and 

3. purchase land, or 

4. construct a new building, or 

5. remodel or add to an existing building, or 

6. construct/install public infrastructure, or 

7. replace existing infrastructure. 

B. Full Costs Included -- 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. 

C. 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 
constitute the next year's capital budget. 

D. Existing .\ssets -- 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 property values, and/ or are no longer functionally serving their intended 
purposes. 

E. Construction 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. 
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10.05.040 Capital Improvement Maintenance 

A. Maintenance 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. 

B. Operating 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. 

10.05.050 Capital Improvement Financing 

A. Appropriate 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. 

B. Unspent 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 usc. 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. 

C. Interest Earnings in the Capital Construction Fund (governmental fund) -- 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. 

1. Interest earnings which are restricted due to the funding source (i.e., grant, bond issue) shall be 
spent in compliance with those restrictions. 

2. Interest 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 1 O.OS.OSO.B. 

D. Interest Earnings in the Proprietary Fund Construction Components -- Interest earnings which 
are restricted due to the funding source (i.e., grant, bond issue) shall be spent in compliance with 
those restrictions. All non-restricted interest earnings will be accrued to the operating fund and 
will be available to spend on either operations or future capital projects. 

10.06 Debt 

10.06.010 Purpose 

To proactively manage the City's existing and future debt issues in compliance with state and 
federal laws to maintain the City's capacity for future debt issues that may be required for 
infrastructure investment. 

10.06.020 Background 

The City of Corvallis operates on a pay-as-you go basis for most capital investment, matching resources 
with appropriate uses. Systems Development Charge revenue is used to fund capital investments that are 
required to increase the capacity of the City's infrastructure. Operating monies are used to pay for 
maintenance of existing infrastructure, and as leverage for grant monies to fund projects that may 
otherwise be unattainable. If necessary for some projects, reserves are built over time, or grants are 
sought to fund some capital investments. From time-to-time the City plans for a capital improvement 
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project or a significant long-term operating expenditure (such as pension obligations) which is too 
expensive to finance with cash reserves or which needs to be completed before reserves can be developed. 
When this occurs, the City borrows monies. The City is conservative in its borrowing practices, and 
strives to maintain low debt-per-capita ratios when compared to similar sized cities. 

10.06.030 Use of Debt Financing 

A. Long-term Debt -- The City of Corvallis shall only use long-term debt for capital projects that 
cannot be financed out of current revenues within the Revenue Policy guidelines for rate 
increases. Debt financing shall generally be limited to one-time capital improvement projects or to 
leverage a future significant cost the City must bear (such as pension obligations) and only 
under the following circumstances: 

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

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

3. when analysis demonstrates that the debt will smooth or reduce costs over multiple 
years or the project is expected to benefit the citizens of Corvallis. 

B. Use of Debt Financing-- Debt financing shall not be considered appropriate for: 

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

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

C. Tax/Revenue/Bond Anticipation Notes -- Tax and revenue ant1c1pation 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. 

D. Short-term Debt -- Debt issued with a final maturity of one year or less from the time of 
issuance,_which is outstanding at the end of the year, will not exceed 5% of net operating 
revenues (including tax anticipation notes but excluding bond anticipation notes.) 

10.06.040 Limits on Debt Issuance 

A Vote to Issue General Obligation Debt -- General obligation bonds require an affirmative vote 
prior to issuance. Constitutional limitations require a simple majority of votes for l'vfay and 
November elections; for all other elections, a simple majority of registered voters must vote in 
the election, and of those voting a simple majority must vote affirmatively. 

B. Statutory 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 true cash value of the taxable property within the 
City. 

C. Council Imposed Debt Limits -- The annual 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. 

D. Limited Tax General Obligation Bonds --The outstanding principal debt for Limited Tax General 
Obligation Bonds (LTGO), non-self-supporting leases, and full 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 the combined operating and capital budgets in the 
Governmental Funds. 
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E. Revenue 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. 

10.06.050 Debt Issuance 

A. Timing of Debt Issuance -- The timing for each debt issue in association with the construction 
schedule will be carefully considered, using the following criteria: 

1. Projected cash flow requirements for the capital project; 

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

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

4. Market conditions. 

B. Competitive 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 the 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. 

C. Refunding Bonds -- Refunding or advanced 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. 

D. Annual Debt Payment 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. 

E. Overlapping 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. 

F. Investment of Bond Proceeds -- 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 within the established IRS regulations. 

10.06.060 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. 
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10.06.070 Rating Agency Relationship 

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

B. Compliance with SEC Rules -- The City will comply with all aspects of the Securities and 
Exchange Commission rule 15c2-12 pertaining to secondary market disclosure. 

10.06.080 Debt Management Plan 

A Debt Management Plan -- A Debt i'vfanagement Plan shall be developed and updated prior to the 
issuance of any additional debt. The Debt Management Plan shall encompass all debt of the City 
which draws on the same financial resources, including, but not limited to: 

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

2. current and future debt capacity analysis; 

3. issues to be addressed for sound debt management; 

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

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

B. Review -- The Administrative Services Committee shall review the Debt Management Plan prior 
to the issuance of new debt and any recommendations made therein. 

CP 10.07 RISK MANAGEMENT 

10.07.010 Purpose 

These policies set forth the over-arching guidance for the City's risk management program which 
is designed to minimize risk of incidents where damage could occur to citizens, employees, or the 
City's infrastructure or assets. Managing risk is critical to protect the community's assets and the 
organization's financial position. 

10.07.020 Background 

The City of Corvallis' 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 controlled to reduce risks, ensure that risk is transferred to 
others when appropriate, and provide insurance to mitigate against losses. The Risk Management 
program is comprehensive and addresses risks to City employees through appropriate training, and 
risks to staff and the general public through proactive maintenance and insurance coverage as well 
as holding adequate reserves for uninsured losses and programs designed to reduce factors 
associated with claims. 

10.07.030 Risk Management Report 

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

1. a summary of the past year's risk management claims, 
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2. an identification of current and potential liability risks or activities potentially impacting the 
City's finances, 

3. specific strategies to address the risks identified, and 

4. a summary of the past year's safety and violence in the workplace activities/trainings. 

10.07.040 Risk Management Program 

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

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

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

3. other risk management act1V1Ues, including rev1ew of all City contracts with respect to 
indemnification and insurance provisi?ns. 

10.07.050 Risk Management Fund 

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

B. Catastrophic 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. 

C. Unreserved 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 1vfanager 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 the prior year's experience. 

CP 10.08 INVESTMENTS 

10.08.010 Purpose 

To minimize risk associated with investing the City's monies and ensure the availability of cash to 
meet expenditures, while maximizing earnings opportunities and minimizing idle funds. These 
policies provide direction for managing the City's investments. 

10.08.020 Background 

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 as aud10rized by Oregon Revised Statutes on local 
government investments and the City's Administrative Policy on Investments. Investing monies 
has inherent risks; these risks are managed through the application of appropriate risk 
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assessments and diversification, and following prudent rules for investing governmental funds. 
These policies establish and provide guidelines for the safe and efficient management of City funds, and 
the purchase and sale of investment instruments. 

10.08.030 Scope 

A. .c\pplication of Policy-- These investment policies apply to all 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. 

B. Pooled Cash -- The City of Corvallis will make use of pooled cash to invest under tl1e 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." 

10.08.040 Objectives 

A. The City's investment objectives are listed below, and can be summarized as primarily 
concerned with safety, legality and liquidity, with a secondary objective of return: 

1. Preserve capital and protect investment principal, 

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

3. Maintain sufficient liquidity to meet operating requirements, 

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

5. Attain a market rate of return throughout budgetary and economic cycles, 

6. Invest with the intent to hold until maturity. 

10.08.050 Responsibility 

A. Authority -- The authority for investing City funds is vested with the City Manager, 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. The Finance director may choose to use the services of a 
professional investment advisor if he/she believes that is most beneficial to the 
organization. 

B. Investment 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. 

C. Investment 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 
Council shall review investment reports, investment strategies, investment holdings, banking 
relationships, and the legality and probity of investment activities. 
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D. Investment Councill'vleetings -- 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. 

E. Investment Maturity Matches Cash Flow -- Recognizing that the City's need for funds 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 the projected cash flow budget. 

F. Investment Administrative 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. Substantive changes in the Investment Administrative Policy shall be submitted 
to the Oregon Short Term Fund Board for review after City Manager approvaL 

10.08.060 Investment Instruments/Vehicles 

A. Investment 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. 

B. Investment Diversification -- Funds of the City of Corvallis will be invested in accordance with 
diversification by financial institution, investment type, and maturity as outlined in the Investment 
Administrative Policy. 

10.08.070 Reporting Requirements 

A. Annual Reports --The City Treasurer shall submit an annual statement certifying compliance with 
the Investment Administrative Policy to the Investment Council, noting compliance throughout 
the most recently completed fiscal year. This statement shall be flled by August 1 of each year. 

B. Monthly 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 Purpose 

To provide Council leadership for the organization by stating the importance of a system of 
internal controls to be implemented and maintained to meet the goals of providing accurate 
and timely financial reports to the community and financial markets. 

10.09.020 Background 

Best practices state that the City Council must lead the organization's commitment to 
excellence in financial management through the adoption of policies stating clear expectations. 
The City of Corvallis maintains a financial management system that ensures transactions are 
appropriately recorded, assets are managed for the benefit of the community, and risk of fraud or 
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financial loss is identified and minimized through a set of internal controls designed 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 and meet all covenants. 

10.09.030 Internal Controls 

.A. Internal 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: 

1. effective and efficient operations, 

2. reliable and accurate financial information, 

3. compliance with applicable laws and regulations, and 

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

B. Annual 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 Generally 
.--\ccepted Accounting Principles (GAAP). 

10.09.040 Financial System 

A. Purpose 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. 

B. Financial System Characteristics -- TI1e City's accounting and reporting system shall demonstrate 
the following characteristics: 

1. reliability, 

2. accuracy, 

3. consistency, 

4. timeliness, 

5. efficiency, 

6. responsiveness, 

7. compliance with legal requirements, and 

8. conformance with GAAP. 

C. Funds -- The City shall establish and maintain only those funds that are necessary by law and for 
sound financial administration. The funds shall be structured in a manner consistent with GAAP, 
to ma.ximize 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, financial planning, resource allocation and service delivery will 
be made to the City Manager at the beginning of the annual budget process. Adding, closing, or 
making significant changes to a fund shall be done by the City Council by adopting a 
resolution. 
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10.09.050 External Financial Reporting 

A. Comprehensive Annual Financial Report (C.AFR) -- The City shall annually prepare and publish, by 
December 31" of each year, a C.AFR in conformity with generally accepted accounting principles. 
The C.AFR shall include but not be limited to: 

1. an explanation of the nature of the reporting entity, 

2. the extent of activities conducted by the City, 

3. comparison of actual activity to adopted budget, 

4. an explanation of the City's fiscal capacity, 

5. disclosure of short and long term liabilities of the City, 

6. capital assets reporting, 

7. cash policies and compliance reporting, 

8. accounting policies, controls and management responsibilities, and 

9. all other disclosures required by G.A.AP. 
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GLOSSARY OF TERMS USED IN FINANCIAL POLICIES 

_r\ccrual Basis of Accounting - The basis of accounting under which transactions are recognized when they 
occur, regardless of the timing of related cash flows. 

Appropriation -Legal authorization granted by City Council to make expenditures and incur obligations. 

Assessed Value - The value set by the County assessor on real and personal taxable property as a basis for 
levying taxes. 

Assessments -An amount levied against a property for improvements specifically benefiting that property. 

Balanced Budget - A budget in which the resources are equal to or greater than the requirements in 
each/ every fund. 

Benefits - Employee benefits mandated by state and federal law, union contracts, and/ or Council policy. 
The most common forms of fringe benefits are pension plans, health and life insurance, vacation, sick and 
holiday leave, deferred compensation, automobile allowances, disability insurance, and educational and 
incentive pay. 

Bonds - A written promise to pay a sum of money (principal or face value) at a future date (maturity date) 
along with periodic interest paid at a specified percentage of the principal (interest rate). Bonds are typically 
used to finance long-term capital improvements. 

Budget - A plan of financial operation, embodying an estimate of proposed expenditures for a given period 
(typically a fiscal year) and the proposed means of financing them (revenue estimates). Upon approval by 
the City Council, the budget appropriation resolution is the legal basis for expenditures in the budget year. 

CAFR (Comprehensive Annual Financial Report) - Prepared at the close of each fiscal year and published 
no later than December 31 of each year to show the actual audited condition of the City's funds and serves 
as the official public record of the City's financial status and activities. 

Capital Budget - "\ plan of proposed capital expenditures and the means of financing them. The capital 
budget is usually enacted as part of the complete annual budget which includes both operating and capital 
outlays. The capital budget should be based on a capital improvement program. 

Capital Improvement Program (CIP) - "\ plan for capital expenditures to be incurred each year over a fLxed 
period of several future years, setting forth each capital project, identifying the expected beginning and 
ending date for each project, the amount to be expended in each year, and the method of financing those 
expenditures. 

Capital Outlay - Expenditures for operating equipment drawn from the operating budget. Capital outlay 
items normally include equipment that will last longer than one year and having an initial cost above $5,000. 
Capital outlay does not include capital budget expenditures for construction of infrastructure such as streets, 
buildings, or bridges. 

Contingencies - An appropriation of funds to cover unforeseen events which occur during the budget year. 
City Council must authorize the use of any contingency appropriations (not to be confused with Reserves). 

Cost Allocation -A costing of local government services to identify the full cost of municipal services. 

Council Goals - Broad goals established by the City Council at the outset of each two-year term to guide the 
organization in its activities and focus. 

Debt Service - The amount of principal and interest that a local government must pay each year on net, 
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direct-bonded, long- term debt plus the interest it must pay on direct short-term debt. 

Deficit - (1) The excess of an entity's liabilities over its assets (see Fund Balance). (2) The excess of 
expenditures or expenses over revenues during a single accounting period. 

Direct Cost - A cost directly related to producing and/ or providing services. Direct costs consist chiefly of · 
the materials and supplies used to provide a service, and the wages and salaries of personnel working to 
provide a service. Such direct cost is usually readily identifiable, as opposed to i11direct cost that is allocated 
among the various products or services provided. 

Equipment Replacement Schedule - A schedule of annual purchases to replace major equipment and 
vehicles that have met or exceeded their useful life to the City. 

Expenditure - Total amount incurred if accounts are kept on an accrual basis; total amount paid if accounts 
are kept on a cash basis. 

Financial Audit- A systematic examination of resource utilization concluding in a written report. It is a test 
of management's internal accounting controls and is intended to: 

• .-\scertain whether financial statements fairly present financial position and results of operations, 

• Test whether transactions have been legally performed, 

• Identify areas for possible improvements in accounting practices and procedures, 

• Ascertain whether transactions have been recorded accurately and consistently, and 

• Ascertain the stewardship of officials responsible for governmental resources. 

Financial Condition - The City's ability to pay ali costs of doing business and to provide services at the level 
and quality that are required for the health, safety, and welfare of the community, and that its citizens desire. 

Financial Plans - A schedule that provides information about the expected future fiscal stability of City 
operations. The projections are for the operating funds of the City. Each financial plan, or proforma, 
includes a discussion about issues that are addressed in the proforma, as well as assumptions made about 
both revenues and expenditures for each fund. 

Financial Policies - Administrative and Council policies established to govern the City's financial operations. 

Fixed or Mandated Costs - These include expenditures to which the government is legally committed (such 
as debt service and pension benefits), as well as expenditures imposed by higher levels of government (such 
as for wastewater treatment facilities). 

Fund - An independent fiscal and accounting entity with a self-balancing set of accounts, recording cash 
and/ or resources together with all related liabilities, obligations, reserves, and equities, which are segregated 
for the purpose of carrying on specific activities or attaining certain objectives. 

Fund Balance - The difference between fund assets and fund liabilities of governmental and similar trust 
funds. The equivalent terminology within proprietary funds is Retained Earnings. (When the term "Fund 
Balance" is used in reference to Proprietary Funds, it is normally referring to the estimated budgetary-basis 
amount available for appropriations for budgeting purposes.) The Governmental Accounting Standards 
Board (GASB) has defined fund balance segments as follows: 

A. Non-spendable: Amounts inherently non-spendable or that must remain intact according to legal 
or contractual restrictions. 
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B. Restricted: .\mounts 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 via a resolution or ordinance. 

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 anything. 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. 

GMP- Generally Accepted Accounting Principles. 

General Obligation Bonds - \'\!hen a government pledges its full faith and credit to the repayment of the 
bonds it issues, then those bonds are general obligation (GO) bonds. Sometimes the term is also used to 
refer to bonds which arc to be repaid from taxes and other general revenues. 

Government Funds - These funds subscribe to the modified accrual basis of accounting and include the 
following types of funds: 

• General Fund - The major source of revenue for this fund is taxes. There are no restrictions as to 
the purposes in which the revenues in this fund can be used 

• Special Revenue Funds - The resources received by these funds are limited to a defined use, such as 
the Street Fund. 

• Debt Service Funds - Funds used for paying principal and interest of debt on non-enterprise funds. 

• Capital Project Funds - Resources from these funds are used for purchase or construction of long
term fixed assets. 

• Permanent Funds - The resources received by these funds are limited to a defined use and only 
earnings may be spent. The Davidson Fund is the city's only permanent fund. 

Grant - A contribution of assets by one entity to another. Grants are generally designated for a specific 
expenditure. 

Indirect Cost - A cost incurred in the production and/ or provision of a service that usually cannot be 
direcdy associated with any one particular good or service but rather results from general productive activity. 
In effect, indirect cost is any cost of production other than direct labor and direct materials cost. Examples 
include the wages of supervisory and administrative personnel, occupancy and maintenance of buildings, 
and utility costs. 

Investment - Cash balances, securities and real estate purchased and held for the production of income in 
the form of interest, dividends, rentals, or base payments. 

Liabilities - The sum of all amounts that are owed at the end of the fiscal year, including all accounts 
payable, accrued liabilities, and debt. 

Long-Term Debt - Present obligations that are not payable within a year. Bonds payable, long-term notes 
payable, and lease obligations are examples of long-term debt. 

Master Plan - A comprehensive plan, normally covering a 5-10 year period, developed to guide delivery of 
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specific services, identify future needs and challenges, and identify future infrastructure needs. 
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federal grant, an interfund transfer, or use of a reserve. Also referred to as a non-recurring revenue. I ofthecurrentperiod. The City considers I 
Operating Budget - The appropriated budget supporting current operations. Most operations are found in 
the General, Special Revenue, Permanent, Enterprise, and Internal Service Funds. 

Overlapping Debt - The net direct bonded debt of another jurisdiction that is issued against a tax base 
within part or all of the boundaries of the community. 

Pay-As-You-Go Basis- A term used to describe the financial policy of a govermnent which finances all of 
its capital outlays and/ or improvements from current revenues rather than by borrowing. 

Personal Services - A category encompassing all salaries, fringe benefits, and miscellaneous costs associated 
with employee expenditures. Budget law also refers to this category as personnel services. 

Proprietary Funds - These funds subscribe to an accrual basis of accounting and include the following types 
of funds: 

• Enterprise Funds - Account for distinct, self-sustaining activities that derive the major portion of 
their revenue from user fees. 

• Internal Service Funds- Account for goods and/or services provided to other funds or departments 
within the organization. Examples include the Vehicle and Equipment Maintenance and Data 
Processing Funds. 

Reserved Balance - For budgetary purposes, this is the amount of fund balance that is not available for 
appropriation except for the uses defined for ilie specific reserve. 

Resolutions - A legal document adopted by the City Council that directs a course of action. In relationship 
to the budget, resolution refers to the document that levies taxes and sets legal appropriation levels. 

Restricted Revenue - Legally earmarked for a specific use, as may be required by state law, bond covenants, 
or grant requirements. For example, many states require that gas tax revenues be used only for street 
maintenance or street construction. 

Revenue - Monies received or anticipated by a local government from either tax or non-tax sources. 

System Development Charge (SDC) - A charge levied on new construction to help pay for additional 
expenses created by growth or to compensate for already existing capacity in key facilities and systems 
already in place which support the new development. 

Transfer - Amounts distributed from one fund to finance activities in another fund. Shown as an 
expenditure in the originating fund and a revenue in the receiving fund. 

Unfunded Liability - A liability that has been incurred during the current or a prior year, that does not have 
to be paid until a future year, and for which reserves have not been set aside. It is similar to long-term debt 
in that it represents a legal commitlnent to pay at some time in the future. 
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