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MEMORANDUM 

January 26,2012 

TO: Adtlzinistrative Sem-sices Cornnittee 
P. 

FliOhI: Na~zcy Brewer, Finance Director 

S UBJEC'E Financial Policies Review 

I. Issue 

To conlplete the review and update of the City Council's Financial Policies. 

11. Discussion 

The City Council's Financial Policies are reviewed and updated annually. For the 201 1 review, staff 
proposed a significant number of changes to ensure the Flzailcial Policies were meeting the Council's goal 
of dex~eloping a sustainable budget. This final draft incorporates all of the changes previously discussed and 
agreed upon as well as incorporatiizg new language for setting Parlis S: Recreation fees in line with policies 
recommended by the Adopted Cost Recoveq Methodology. Specific changes in this draft include: 

6 Previouslj- added language is in bold typeface. Previous1~- deleted language has been ret~zot-ed. 
Redline/strilre-outs reflect recoimnetlded changes to complete this update (Attachment A). 

0 On Page 3 the b d e t  points that list factors under consideration when the financial status is reviewed 
have beell added back. This was largely the result of XSC's discussion about the use of HhT'l in the 
discussion about all other hf-unds (on page 5) 2nd whether the term I-INA should be included. Ultimately, 
it seemed more transparent to list the factors that are considered by staff in inaking future year 
projections. To that end, a definition of I-INA has been added to the glossary. 
Bepning on Page 9, the recommended language for Parks S: Recreation Cost Recovery has been 
added, with some proposed changes from the original language (Attachment B), as follolvs: 

o Recorntnended language on page 37 of the report under Cost of Services defuzes Direct and 
Indirect costs. After consideration, staff proposes modifying the definitions somewhat and 
including them in the Glossary instead of ~mder Parks & Recreation Fees. This was largely 
done so that the same definition for both terms would be used for all operations (i.e., not 
different definitions for utilities). As a result, staff recommends sliglzt modfications in die 
definitions to ensure they are appropriate for izon-Parks S: Recreation services. 

o Staff recommends adding a section on Setting Fees (Section C on page 11) that includes 
some of the language the consultant had included under Rate Rex-iew. Specifically, I 
recommend maliling it clear that the Parks & Recreation Department Director has the 
authority to set and mod@ fees during the course of the year, within the h i t s  identified in 
the policy language. This is being recoinmended to give the Director the flesibiliq- to change 
fees as needed as costs go up or down and to ensure fees do not lag while I'NARB/HSC/ 
Council approval is sought. 

o T l ~ e  Rate Review section has been modified to indicate that PNARB will review Cost 
Recovery Targets annually to ensme they are being met. l'lzis review wvill also give the Parks 
Pc Recreation Director the opportuni6- to share with PNriRB/I-ISC/Council any changes 



that were made during the year. However, as a review, it will not include actually setting 
rates; only a review of actions already taken. 

111. Requested Action 

Review the final revisions to the City Council's Financial Policies. Modify if necessary. Recommend the City 
Council adopt updated Financial Policies. 

Review & Concur: 

Attachments: 

A - Financial Policies 
B - Cost Iiecovery consultant's recommended policy language. 



D T FINANCIAL POLICIES 

lidopted No~~ember 27. 1989 
I I.ast Revised Februaq 21.2012 

CP 10.011 FINANCIAL POLICIES PURPOSE, MISSION, AND GOALS 

10.01.010 Pumose 

To underscore the responsibility of the City of Comallis to its citizens for the long-term care of public 
furlds 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 commnut6ty7s 
public facilities and infrastructure to enhance the long-term livability and economic vitality of 
Cornallis. 

10.01.020 Mission 

To provide policy direction from the City Council to the City of Colvallis organization about sustainable 
finallcia1 management to ensure the City continues to provide desired services to the community in 
pelpetuity. 

10.01.030 Goals 

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

11. '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-rnaldng ability of the City Council by providing accurate illformadoll 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. 

EL. To set forth operational plitlciples 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. 

FI. 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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hfunicipal 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 Co~vallis manages public 
funds within all of these oversight agency requirements. These financial management policies, designed 
to ensure the fiscal stability of the City of Conrallis municipal co~~orat ion,  provide guidance in financial 
management when oversight agencies are othel~vise 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 acheve 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 tenns of protecting its financial 
condition; 

B. identify existing or emergmg 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 & Uwdate 

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 othenvise be 
impacted by taxes or fees that temporarily underperform, or to cover one-time unexpected expendtures. 
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 Backpround 

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 sen-ices 
to citizens; small ending balances may be viewed as leaving the City open to too much risk from 
emergencies or temporaqj 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 maximizing the services provided to citizens. 

The budgetaiy ending fund balance describes the net financial assets of gove~~mental funds; in lay terins 
it represents the net revenues in excess of expenditures since t l~e 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 it1 the annual budget, and stlall 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 (CT21SB) has defined fund balance categories for 
financial reporting to be classified as defined in the glossary attached to these Financial Policies. 

The City of Coi~~allis will use the GIZSB'S definitions of Fund Balance for the Comprehensir-e Annual 
Financial Report (CAFII) and for all other financial reporting. For all financial planning purposes, the 
term Budgetary Fund Balance will be used and d l  include any portion of the fund balance that is 
ax-ailable for appropriation. Portions of the fund balance that are not available for appropriation will be 
identified as a Resen-ed Balance. 

10.02.040 Fund Balance Policy 

A. Pronertv Tax Funds Combined - Budgetam Fund Balance for Financial Plantling Pulvoses 

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, 
includinp:; 

d the current budgetary fund balance; 

b) cash flow reauirements within the f ~ ~ n d  to sunnort expenditures. includin~ un to three 
months of nayroll costs; 

c) future canital needs; 

d) si~nificant revenue and exlxnditure trends incIu&ng the HNA; 

e) susceptibilitv of the fund's operations to emerPencv or unanticinated exnendlkrres; 

f) credit worthiness and ca~acitl; to sutmort debt sel-iric- 

g) l e~a l  - or regulatorv reauirctnents affecting rcvenucs. cxnenditurcs. and fund balances; 

h) reliabilin- of outside revenues: and 

i) antT other factors nertinent to the funci's operations. 

34.3. Should the projected ending fund balance for the budget year be lower than the City 
-f-- 

Council's target, the following strategy will be implemented: 
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?:a) 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: 

+1.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. 

&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. 

Ib) 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 
Manager shall recommend a strategy for re-building the fund balance taking into 
account the following criteria: 

&the cause of the poor experience; 

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

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

t1;Lthe likelihood the causing factor will end and revenues/expenditures will 
return to normal levels within one year; and 

a t h e  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. 

4 .  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: 

%.a) one-time capital expenditures or reserves for future capita1 expenditures 
which do not significantly increase ongoing City costs; 

lb) undesignated assigned or committed balances for future basic operations; 

I'sc) other one-time costs; and/or 

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

B. Ap~ronriate Bud~etarv Fund Balance - all other funds 

1. Each operating fund shall have a positive budgetary endmg fund balance for the budget pear 
under &scussion. 
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2. The Finance Director shall recommend tlze 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 budgetal?: 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 I-INA; 

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 sel-irice requirements and covenants; 

h) legal or regulato1-i; requirements affecting revenues, expenditures, and h n d  balances; 

i) reliabibty of outside revenues; and 

j) 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 Budrretarv Fund Balance Below liecomcnded - All Other I'unds 

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 budgetaly endmg fund 
balance for die then current fiscal year \vdl 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 
b~zdgetary fund balance which is lower than this policy would dictate, staff shall develop a 
plan for City Council consideration through the Administxative Sen-ices Conzmittee that 
addresses the shortfall. 

5. Ending Budgeta1-v Fund Balance Above Recommended 

In the event the en&ng budgetary fund balance is lligher than eitlzer the nlinlrnurn or 
recomt~zended level, the difference may be used to fund the following activities: 

a) one-tine capital expenditures or reselves for future capital expenditures which do not 
significantly increase ongoing City costs; 

b) undesignated assigned or con~~nitted 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 contest of 
Council approved multi-year projections of revenue and expenditures. 

CP 10.03 REVENUE POLICIES 

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

A significant portion of the City's revenues come from taxes, charges for senrice and fees. Some of these 
revenue sources are governed by the Oregon Constitution/Statutes, federal law, or reg~llations 
promulgated by a state, federal, or other agency; others are assessed solely through the City's home 
sule 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 Diversin7 and Stabilitv -- 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. 

13. Restricted Revenues -- Restricted revenue shall only be used for the purposes legally permissible 
and in a fiscally responsible manner. Programs and senvices funded by restricted revenue will bc 
clearly designated and accounted for as such. 

C. Capital Im~rovetnent Funding -- Revenue for capital improvements shall 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 priosities, and where 
the operating and nlaintenance costs have been included in operating budget forecasts. Revenue 
restricted for specific purposes .id 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 knit and/or reason for expenditure. One-time revenue 'ivill 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 addmg stafq 
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 Dex-elopment 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 alternatil-c 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 xvdl be monitored monthly and mitigating action 
wdl be taken if revenues are not received as espected. 
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G. Collections -- 'The Ciq- shall manage its revenue collections t l ~ r o ~ ~ g h  a policy that actively pursues 
collection of all revenues owed to the City. 

I-I. 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: 

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) 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; 

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

E) 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 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 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 
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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 Libraty 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. 

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 Citv'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 growtl~. This allocation shall be 
reviewed no hter 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. This 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 u&tics x d  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 facihties. 

B. Annual Rate Review -- Stiff shall conduct an annual comprehensive rate review each fall for the 
Water, Wastewater and Stom1 Water funds for Council review. Rate increases will be targeted for 
implementation in February. Every effort shall be made to index/litnit rate increases for the entire 
utility bill (water, wastewater, and storm water) to the rate of inflation (estimated at 2% to 3'0) 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 othe~~vise. 

C. Rate Ado~tion -- Uulity rates will be adopted by ordinance and will be recorded in the Co~~raUis 
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 
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t~ i l l  be equal to 5% of the uthty's gross operating revenue each year, net of interest, 
intergo~~ern~nental monies, miscellaneous water service fees, permit fees, SDCs, and turn-on 
sewice fecs. 

10.03.060 Parks and Recreation Department Fees 

I A. Cost liecoveni -- Parks and Recreation s e ~ ~ ~ i c e s p w p w m  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 xvith the follotving fee and charge assessment scl~edule. 'XBrouqh a snecial 
initiatixre. services Ilr-f~r?~-l+that provide recreational opportunities for populations with the 
fewest recreational alternatives (youtl~, limited income, senior adults, and families) w # - - a b e  
more l~eax-ily supported bj- grants, donations, or property taxes than user fecs to ensure that the 
population is well semed by Parks & Recreation programs. I'ercentagcs shall be considered as 
guidelines; however, special circumstances, the nature and cost of each program, and persons to 
be senred should be taken into consideration. 

B. Fee Rlodel - the follotvills lists renrescnt all catevorics of se~lriccs current11- t,ro>x-ided or tliose 
wl~ich may be prot-ided in the future bv tile Parks & Rccreatio~~ I>enarttnent. The tnodel is based 
unon the degree of benefit to the cotnmu~litv (l'icr 1 -- inostlv a com~n~lnit\- benefit) or incti\-idual 
[I'ier 5 -- mostly an individual benefit) of the service provided. the values of the Cor~allis 
communit-v. and the vision and nlission of the Parks & Recreation Denartnlent. 'l'his model and 
policy fo1-m the basis for setting fees and charms. 

1. Rex-enue nositit~e cost recove? ('Tier 5 services are tarrrctccl to recover a lni~lirnutn of 200 
percent of dixect costs): 

I b) znerchandise for resale 

I C) nrix~ate /senli-nrix-a te lesson 

I d) rentals - nri~rate /commercial 

I e) lonrr-term leases 

I R equipment rentals 

I g) trips 

I 11) organized parties 

I i) dron-in cl~ildcare/bab~rsitting 

I j) leased sen-ices - private/commercial 

3. Totally fee sunnorted wit11 no tax ins-est~nent (tier 4 services are targeted to recorer a 
rninimum of 100 percent of direct costs. and some of these senices may be annronriate for 
use of alternative funding sources such as grants. donations. and use of vol~~ntecrs): 

I a) classes and nrorrrams - intermediate/adranced 

I 1)) leased sen~ices - non-profit/eovcrn~nental agency 
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d) social clubs 

3. Primarilv fee sur~nortcd with little or no tax investment (tier 3 sen-ices are targeted to 
recover a ininitnum of 90 nercent of direct costs. and soine of these sen~ices maT- be 
appronriate for use of alternative fundine soaces  such as rants .  donations. and use of 
volunteers): 

a) health sen-ices. xx~ellness clinics, and theraneutic recrc a t' lon 

b) classes and nrograms - beginning/multi-ability 

c) tournaments and leagues 

d) rentals - non-nrofit/go~remnmental a 

e) specialized events/acti'irities 

0 camns/after scl~ool care 

2) leased sen:ices - affiliates 

1. nartial tax investtnent xvith minimal to nartial fee supnost (tier 2 services are targeted to 
recover a ininitnunl of 45 percent of direct costs. 2nd mailv of these sen-ices inav be 
annronriate for use of alternative Eundillrr sources such as grants. donatioils and use of 
volunteers~: 

a) life/safetv classes 

b) rentals - affiliates 

d) communit~;-wide events 

e) ~rolunteer nroarain 

5. full tax investment with little or no fee sunl3ort (tier 1 senices are targeted to recox-er zero 
percent of direct costs. although some of tl~ese sen-ices inay be apnropriate for use of 
alternati'ire f ~ u ~ & n a  sources such as prants, donations. and volunteers: 

b) inclusionary services 
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C. Setting - 1;ees - The I'arlts Sr Itecrcation Dcnarttneilt Ilirector shall set fees for  rocr rains and 
scr~rices in comnliancc wit11 the targets listed above. Fees shall be adiusted duriilg the course of 
each rear as needed to ensure the cost recowl? targets are aclucved. The following priciuq 
stratepies xvdl be used by the Parks & Recreation Director in setting- fees: 

1. hIarket pricing: a fee based on denland for a serx~icc or facili? or what the target tnarket is 
1 
identifying all nroviclers of identical sen-ice (i.e.. nril-ate sector providers. tnunicioalities). and 
se t t i~~g the lrigllest fee. Anotl~er consideration is settinp the fee at the l~iql~est lex-el the 
marliet xvdl bear. 

2. Comnetitke nricinp: a fee based on what similar sen-ice rtro~-iders or close orosimity 
cornnctitors arc charging for service. One consideration for cstablislung a cornnctitix-e fee is 
determined b r  identifi-inp all nrox-iders of an identical sen-ice (i.e.. private sector t>roviders, 
municinalities), and setting the mid-nokt or lowest fee. 

3. Cost recox-el? 13ricin : a fee based on cost recore1?- rsoals witlun market ~ricincr ranges. 

D. I:ee Ititttt-Review -- The Park and Recreation Department shall condxxct an aanual comprehensive 
review- of cost recovery targets in comnliance with these ao1ic-c. targets; this revie\$- \\\rill be 
for\\\rarded to the Parks. Natural L\scas and liecreation Board which \\rill forward their comments 
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&I:. Use of Volunteers -- Through an aggressive volunteer recruitment program, the Parks and 
Recreation Department shall seek to minimize the amountxd~itk required for full tax investment 
with little to no - b f e e  support pwLgmm+-(tier 1 services) and nartial tax 
investment with minimal to nartial fee sunnort (tier 2 senrices). 

441:. Alternate Funding Sources -- Solicitation of funds through donations, fund raising events, 
non-u-aditional sources, and various other modes shall be ellcouraged by the Parks, Natural Areas 
and Recreation Board and other ad\-is017 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 Semite Area, including all residents of the City. 

B. Rate Chan~es -- Staff shall review ambulance rates annually no later than February 28 to ellsure 
the rates reflect changes in the h e c t  costs of selvice. In reviewing rates, staff will consider the 
histolic and projected costs of ser~rice, service demands, changes in fixed and variable costs, 
market rates, and changes in service requirements or mandates. The City shall noti+ 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 ildministrative Services 
Committee for review and recornmendation 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 setvice exceed 
available revenue, the City Manager may conduct a special rate review. In conducting such reviews 

' the City Iqanager 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 Grants 

A. Grant O~~ortunit ies  -- The City shall agressi~ely pursue grant opportunities; however, before 
accepting grants, the City will consider the current and future implications of accepting the 
monies. 

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 arc 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 specificalljr for capital 
projects. Use of federal funds shall support City goals and semvices. 
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C. Grant Review -- In reviewing grants the department director and Finance Director shall evaluate 
each grant offer and make their recomnlendation to the City Manager after considering: 

1. tlle amount of the matching funds required; 

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

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

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

D. Single Audit -- The annual audit by the City's independent auditors 'id1 include all required audit 
procedures for grant compliance as specified in t l~e  federal government's Office of Management 
and Budget OMB Circular A-1 33. 

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 divisions shall be used solely for the purpose 
intended by the donor. Unrestricted gifts 1x41 be expended on the rccotnmendation of the related 
advisol~i board. 

13. 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 sen-ice 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 BacJqround 

- h e  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 wit11 materials, se~vices and capital outlays necessaq 
to perfo~zn the basic functions of the City. Additional costs associated with capital projects (infrastructure 
investments) and debt sel~~ice are part of the annual budget, based on specific plans for both. 

10.04.030 Operating Budpet -- Pay-As-You-Go 

A. Pav-As-You-Go -- The City shall attempt to conduct its operations from existing or foreseeable 
revenue sources. Achieving pay-as-you-go requires the follo\x~ing 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 plior to 
budget discussions. 
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B. Cost Allocation Plan -- The Finance Director shall prepare a full cost allocation plan triennially to 
provide accurate, complete esbirnates of indirect senrice costs. Tlze 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. 

10.04.040 Budget Balance 

Tlze 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 Ad~ninistrative Rule 150-294.352(1)-(B) 

A. Resources ax-ailable 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 expenltures for operations, inter-fund transfers, capital budget, 
debt service, and contingencies. 

10.04.050 B u d ~ e t  Performance Re 

A. Quarterlv Re~orts  -- The Finance Director shall submit a Quarterly Operating Report (QOli) to 
the Budget Comnission within 45 days of the close of the fiscal quarter. Tlze QOR will be 
published on the City's web site for public review. The QOR will be reviewed by the 
Administrative Sen-ices Committee and be accepted by the City Council. At a minimum, tlze 
QOR will include income statements developed on t l~e  modified accrual (budgetary) basis for all 
operating funds of the City, and may include other information such as tile status of the City 
Council's Values and Goals and departmental performance information. 

B. Performance Indicators -- Where practical, the City shall develop and emnploy performance 
inhcators 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. hiaster 
plans provide direction about system needs (such as pipe size and resen~oir locations) for 
predicted population build out of the community. Infrastructure master plans are required for 
Parks, Transportation, Water Plant, Water Distribution system, Wastewater Plant, Wastewater 
Collection system, Stormn Water system, and the Airport. The master plans shall be adopted by the 
City Council as amendments to the City's Comprelzensive Plan. 

B. Master Plan Proiects -- I'rojects identified via an infrastructure master plan will be scheduled 
based on the priority of tlze project as identified in the master plan and wlll be budgeted in the 
Capital Ilnprovement Program (CIP) wlzen 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 Inventon? -- The City will conduct an inventory of all capital assets in conjunction wit11 
the annual audit. During tlze inventory, any excess wear and tear will be noted by staff and used to 
update replacement plans during the following budget preparation cycle. 

D. E~uipment Replacement Plans -- Assets whch are not part of a major infrastructure system or 
buildvlgs and land, including vehicles, computers, and specialized equipment required for normal 

Financial Policies Page 14 of 3 1 



work (i.e., defibrillators, bullet proof vests), will be tracked by each department with replacement 
plans made for at least the financial planning period. Tl~ese schedules will be updated annually in 
conjunction with the budget process. 

. Stable S~endinrr ~ l a n s  -- Every effort will be made to develop an equipment replacement schedule 
that results in a stable annual spellding level. If spending levels cannot be stable and would result 
in a significant dollar amount variance pear-over-year, staff will set aside in reserves an amount 
each pear adequate to fully fund the project in the fume. If monies 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 Budyeting -- Equipment to be replaced will be budgeted 
considering: 

1. Age of the asset and its manufacturer's recoin~nended ~lseful life; 

2. Wear and tear on the asset; 

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

4. 'l'11e costlbenefit to cotnplete routine maintenance and delay replacement; 

5. Availability of service and/or parts; and 

6. 'l'he cost/benefit of early replacemeilt with more efficient and/or less expensive technology. 

G. Facilitv Maintenance -- T11e faci l t~ maintenance schedule for major maintenance or replacement 
projects for all City-owned buildings will be updated annually. The prinlal-); goal of the plan is to 
colmplete lnaintenance projects prior to system failures that would cause a decrease in se1-v-ice 
levels to citizens. Criteria for including projects are the same as those identified i11 10.04.060.F. 

H. Maintenance Costs from the CIP -- I'rojccts included in the proposed CIP \vdl identify the 
anticipated operating costs or saritlgs associated with the project. Estimated operating costs froin 
CII' projects will be included in all years of the financial plan for the appropriate fund plior 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. Com~ensation 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. Chan~es in Full Time Eauivalents (FTE\ - Changes in the FTE shall be identified in the 
summary financial data in the 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. 
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10.04.080 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. rlmounts not needed to support such specific program or selxice 
expenditures shall be transferred back to the General Fund, unless Council directs the transfer to 
be used for otl~er purposes. 

B. 'Transfer Reconciliation C(r 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 a u l t  process. 

C. Advances -- Where it is necessary to make a one-time advance of General Fund monies to 
another f~lnd, this action shall occur under the folloxving 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 tlle 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 outstandmg. 

3. Should the borrowing fund accumulate an unexpected unrestricted balance, this excess shall 
be used f is t  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 Gencral Fund, if allowed by federal, state or local law. 

5. For short-term cash deficits in funds otller than the Gencral Fund during the course of the 
year, short-term loans arc 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. 

A. Contineencv ~lmount  -- To meet emergency conltions, the budget shall provide for an 
appropriated contingency of at least 2% of estimated annual operating revenues. 12fl governmental 
and enterp~ise funds shall maintain a contingency. The contingency shall be exclusive of all 
reserves. 

B. Contineencv Use -- Use of the colltingency should be infrequent and for unanticipated 
expenditures such as costs associated with a response to a disaster, or to meet unanticipated 
increases in selvice delivery costs. The City Council must authorize expenditure of ally 
contingencies via a resolution. 

C. Contineencv in Excess of 2% -- The Finance Director may recommend a contingency in excess of 
2% of cmrent 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 recornlendation. 

D. Contineencv 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 Propram (CIP] 
10.05.010 Purpose 

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

T11e City has a significant investment in the infras~ucture necessary for the general public's use. The 
infrastructure systems - streets, bilrcways and sidewalks, water treatment plants and distribution sjrstem, 
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 
co~nmunity. The City maintains and enhances the infrastructure systems by developing longtenn plans and 
securing the fundiilg necessal? 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 tlle community requires them. 

10.05.030 Capital Improvement Pro~ram 

A. Defirition of a Canital Proiect -- A capital project must: 

1. Cost more than $25,000, and 

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

3. purchase land, or 

I .  construct a new building, or 

5. remodel or add to an existing buildmg, or 

6. construct/install public infrastructure, or 

7. replace existing infrastructure. 

B. Full Costs Included -- For any project which meets tlle defulition of a capital project, all costs for 
the project includmg design, land or right-of-way acquisition, appraisals, construction, 
construction management, fumisllings, and legal or administrative costs will be included in the 
project budget. 

C. Five-year CII' -- A five-year Capital Ilnprorement Program (CIP) shall be developed and 
presented annually by staff to the CTP Con~mission, reviewed by the Planning Cornmissioil for 
colnpliance with the conlprehensive plan, reviewed by the Budget Co~nmission for colnpliance 
with long-term financial plans, and approved by the City Council. This plan shall contain all 
capital inlprovements from all funds and departments of the City. The frrst year of the plan shall 
constitute the next year's capital budget. 

D. Existitl~ Assets -- X high priority shall be placed on repair or replacement of capital assets when 
such assets have deteriorated to the point of becoming hazardous, incur hgh  maintenance costs, 
are negatively affecting property values, and/or are no longer functionally sewing their intended 
pulposes. 

E. Construction Standards -- Capital itnprovemerlts constructed in the City shall be designed and 
built based on published construction star~dards which shall be periodically updated by the City 
Engineer. ?'he 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 adequate17 protect the City's capital 
investments shall be developed and periodically updated. The annual budget will be prepared to 
meet established maintenance schedules. 

B. Oneratine Budget Im~acts  -- Future operating budget impacts for new capital facilities lvd 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 

11. Xn~ro~r ia te  Funhng -- Within the ltmitation of existing law, various funding sources may be used 
for capital improvements. When capital projects are proposed, appropriate funding will be 
identified. 

B. Unsnent Funds -- Upon colnpletion of capital projects, the Finance Director shall certi@ 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 accordmg 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 Canital 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 titning of reimburselnents of grants or loans 
will not accrue interest revenue or an interest expense. 

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

2. Interest earnings not otherwise k t e d  \ d l  be considered the most restricted City funds in the 
project and will be spent first in compliance wvith Financial Policy 10.05.050.B. 

D. Interest Earnings in the Pro~rietarv Fund Construction Co~nwonents -- 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 Corvaks operates on a pay-as-you go basis for most capital investment, matching resources 
with appropriate uses. Systems Development Charge revenue is used to h n d  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, resel-ves are built over time, or grants are 
sought to fund some capital in\-estments. From time-to-the the City plans for a capital improvcment 
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project or a significant long-term operating expenditure (such as pension obligations) which is too 
expensive to finance with cash reseiT7es or which needs to be completed before reserves can be dex-eloped. 
LVllen 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 

ii. Long-tcnn Debt -- The City of Corvallis shall o d y  use long-term debt for capital projects that 
cannot be financed out of current revenues witl~lll the lieve~l~le Policy guidelines for rate 
increases. Debt financing shall generally be liinited 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; 

3. when project revenue or specific resources will be sufficiei~t to scivice 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 Coivallis. 

B. Use of Debt Financing -- Debt fillancing 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 rec~~rring purpose (except as indicated above). 

C. 'I'axlRex~enuelBond Allticination Notes -- Tax and revenue anticipation debt wv3.l be retired 
witllin the fiscal year issued, and bond anticipation notes 1viI.l bc retired no later than six montlls 
after the coinplction of the project. 

D. Short-term Debt -- Debt issued with a final maturity of one year or less from the time of 
is~uance~which is outstanding at the end of the year, will not exceed 5% of net operating 
revenues (including tax anticipation notes but exclud~l~g 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 litnitations require a sirnple majority of votes for &lay 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 nlust vote affinnativelj-. 

B. Statutory General Obligation Bond Debt T2irnits -- Oregon Revised Statutes chapters 287 and 288 
liinit the outstanding general obligation p~incipal 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 Imnosed Debt Limits -- The annual general obligation debt service for long-term issues 
(greater than five years), where the debt sei~iice is paid from property tax sources, shall not exceed 
15910 of the combined operating and capital budgets in the Governmental funds. 

D. Litnited Tax General Obligation Bonds -- The outstandmg principal debt for Limited Tax Genera1 
Oblipation Bonds (LTGO), non-self-supporting leases, and full faith and credit lease purcl~ases, is 
limited to 1°/o of the true cash \value of the taxable property in the City. Furthermore, annual debt 
pa)-inents shall not exceed 5% of the combined operating and capital budgets in the 
Governmental Funds. 
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E. Ret~enue 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 mill 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 prelitninaqr project expenses; 

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

I. Market conditions. 

B. Competitive Sale -- All bonds will be sold at competitix-e sale uirless it is in the City's best interest 
to sell at a negotiated sale. The City reselves 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 Col~rallis to do 
so. 

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

D. Annual Debt I'avment 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 rex-enue. 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 telm. 

E. Overlanninp 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 ackno\vledged that in most cases bond proceeds will not be fully 
expended as sooil 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 instru~nent, 
staff '~vill take into consideration projected cash flow of the project and the likehhood that Internal 
Revenue Se~vice (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 ]ieasina 

Lease purchase financing shall be considered only wheil 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 k e n c y  Relationship 

A. Re~orting -- The City shall maintain good cotnmunication 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. Com~liance 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 Manapement Plan 

il .  Debt hfanarrement Plan -- rl Debt Management Plan shall be developed and updated prior to thc 
issuance of any additional debt. The Debt hianagemellt Plan shall encompass all debt of the Ciq- 
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; 

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

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

B. lieview -- The ildtllinistrative Ser~iices Committee shall review the Debt hlanagemellt Plan prior 
to the issuance of new debt and any recomtnendations 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. 

The City of Cor~rallis' basic operations have certain risks associated with them, whch could have a 
sipficallt financial impact if the rislts were not managed. h s k  Management policies are desipcd to identify 
and assess the rislts, 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 Manapement Report 

11. Annual lienost -- The Ciq Managcr shall annually preparc a Comprel1ensi.i-e ltislt hfanagemetlt 
Report, incjuding but not k t e d  to: 

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

3. specific strategies to address the risks identified, and 

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

10.07.040 Risk Mana~ement Propram 

A. Program -- The City shall itnplelnent 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 acti~i.ities, including review of all City contracts with respect to 
indemnification and insurance provisions. 

10.07.050 Risk Manapement Fund 

A. Purpose -- The Risk Xifanagement 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. 

13. Catastrophic Reserves -- The targeted balance for unappropriated catastrophic resenTes 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 bla~lagement 
Fund shall be $40,000. Should the ending fund balance drop below $40,000 in any fiscal year, it 
'ivill be re-built the following year. Ending unreserved balances in excess of $40,000 will be used as 
a dividend to departments if the catastrophe reserves are fully funded or can be used as funding 
for additional expenditures in the safety program as directed by the City Manager and 
appropriated within the following budget year. If the excess is used as a dividend to departments, 
the funds will be returned to departtnents based on the prior year's expelience. 

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 Backpround 

T11e 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 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 invesunent instruments. 

10.08.030 Scope 

A. Application of Policv -- These irlvestme~zt policies apply to all cash-related assets within the scope 
of tlle City's audited financial statements and held directly , by , the City. Funds held and invested by 
trustees or fiscal agents are excluded fro111 these policies; however, such funds are subject to 
regulations established by the State of Oregon. 

B. Pooled Cash -- The City of Con~allis will make use of pooled cash to invest under the pmdent 
illvestor rule. The rule states "Investments shall be made with judgment and care, under 
circuinstances then prex-ailing, 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 

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

1. l'rese~ve capital and protect investment principal, 

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

3. Maiiztain sufficient liquidity to meet operating requisements, 

4. Divcrsi5 to avoid incurring unreasonable risks regarding specific security types or individual 
fmancial institutions, 

5. Attain a m d e t  rate of return througliout budgetary and economic cycles, 

6. Iizvest with the intent to hold until maturity. 

10.08.050 Responsibility 

A. Authoritv -- The authority for investing City funds is vested with the City Maizager, who, in turn, 
may designate the Finance Director as Treasurer to manage the day-to-day operatioizs of the City's 
investment portfolio, place purchase and sell orders with dealers and fmancial 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 carqing out this management responsibility 
for the investment program, the Investment Council has been created. The Investment Council 
shall be composed of the City Manager, tlle Finance Director, the City Attorney, and a citizen of 
the City of proven integrity and business ability. The City Council President, or the Council TTice- 
President if the Council President is unable to serve, shall serve ex-officio as a voting member. 

C. In~~estment Council Charge -- The Investment Council is responsible for providing advice with 
respect to the investment decisions, activities, and cstablish~nent of \mitten procedures for 
investment operations. Rlonitoring of the portfolio shall be perforxned by the Investment Council 
at least quarterly and verified by the Cie's independent auditor at least annually. The I n ~ ~ e s ~ n e n t  
Council shall review inx~estnzent reports, investment strategies, investment holdings, bankmg 
relationships, and tile legality and probity of illvestment activities. 
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D. Investnlent Council Meetings -- 'The Investment Council shall meet quarterly. At each meeting, 
the Investment Council reviews investment reports subsnitted 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 nest regularly sckeduled 
meeting or sooner if requested. 

E. Invesunent Maturitv hlatches Cash Flow -- liecognizing 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 
adrninistrati~re policy for investments, to be reviewed and approved by the Investment Council 
prior to adoption. Substantive changes in the Investment Administrative Policy shall be subinitted 
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 Con-allis must be lunited to those investtnents 
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 Cornallis will be invested in accordance wit11 
diversification by financial institution, investment type, and maturity as o u h e d  in the Investment 
ildmkistrati~~e Policy. 

10.08.070 Reportin? Requirements 

A. Annual Re~orts  -- The City Treasurer shall submit an annual statement certifying compliance with 
the Investment Administrative Policy to the Investment Council, noting compliance tlnrougl~out 
the snost recently completed fiscal year. T h s  statement shall be filed by August 1 of each year. 

B. Monthlv Reports -- The City ']Treasurer shall provide the Investment Council with a Monthly 
Investment Report reviewing the compliance with the Investment Ad~ninistrative I'olicy and 
providing data on investment instruments being held, as well as any narrative necessary for 
clarification. The Monthly Investment Report shall include susntnauy information about all 
invesunents held in the City's portfolio as of the end of the inonth, 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. 

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 Cornallis 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 tl1e 
risk. The financial markets and other interested parties rely on the City's annual financial statements to 
ensure Con7allis boildholders 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 Svstem -- 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. co~npliance with applicable laws and regulations, and 

4. safeguarding assets against unautl~orized acquisition, use, or disposition. 

B. Annual Audit -- ?he City shall l&e 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 auchtor can state, 
wvithout reser~ation, that the financial statements are fairly presented in conforunity with Generally 
Accepted Accounting Principles (GXAP). 

10.09.040 Financial System 

;I. Purpose of the Financial ST-stem -- 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 selvice efforts, 
costs and accomnplisluncnts of the City. 

B. Financial Svstem Cl~aracteristics -- 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 lepl requisements, and 

8. conformance wid1 GXAP. 

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 GiLAP, 
to maxitnize the City's abihty to audit, measure and esaluate financial perfoimance. The h n d  
suucture will be review-ed annually and the Finance Director wdl recolnmend changes to improve 
compliance with Council policies, financial planning, resource allocation and service deliveq 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 

11. Com~rehensive Annual Financial R e ~ o r t  (CXFR) -- The City shall annually prepare and publish, by 
December 31" of each year, a CAFR in conformity with generally accepted accounting principles. 
The CAFR shall include but not be limited to: 

1. an explanation of the nature of t l~e  reporting entity, 

2. the extent of activities conducted by the City, 

3. comparison of actual activity to adopted budget, 

4. an explanation of t l~e  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 Glt1P. 
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GLOSSARY OF TERMS USED I N  FINANCIAL POLICIES 

Xcclual Basis of Accountinq - The basis of accounting under whiclz transactions are recognized when they 
occur, regardless of the timing of related cash flows. 

A ~ ~ r o ~ r i a t i o n  - 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. 

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

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

Benefits - Employee benefits mandated by state and federal law, union contracts, and/or Council policy. 
The most cotz~mon 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 
kcentive pay. 

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

Budget - 1-1 plan of filancial operation, embodying an estimate of proposed expenditures for a given petiod 
(typically a fiscal year) and the proposed means of financing tlzem (revenue estimates). Upon approval by 
the City Council, the budget appropriation resolution is the legal basis for expenditures in the budget year. 

Cr1FR (Comnrehensit-e Annual Financial Reoort) - 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. 

Canital Budrret - A plan of proposed capital expenditures and the means of financing tlzem. The capital 
budget is usuallv enacted as part of the complete annual budget whiclz includes both operating and capital 
outlays. The capital budget should be based on a capital inzprovement program. 

Ca~ital Im~rovement Program (CIP) - A plan for capital expenditures to be incurred each year over a fixed 
period of sex-era1 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 tlze method of &lancing those 
expenditures. 

Capital Outlav - Expenditures for operating equipment drawn from the operating budget. Capital outlay 
items nornlally 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 infrasmcti.trc such as streets, 
buildings, or bridges. 

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

Cost Allocation - i Z  costing of local government sen~ices to identify the full cost of municipal selrvices. 

Council Goals - Broad goals established by the City Council at the outset of each two-pear t a m  to guide the 
organization in its activities and focus. 

Debt Set-vice - The amount of principal and interest that a local government must pay each year on net, 
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direct-bonded, long- tenn 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 
cxpenchtures or expenses over revenues during a single accounting period. 

Direct Cost - X cost directly related to producing and/or providing related services. Direct costs consist 
chiefly of the identifiable expenses such as materials and supplies used to provide a selvice, &the wages 
and salaries of personilel w o r h g  to provide a senrice, and fac&tv costs. $&ieh-&ec: c:-M 
n k ~ ~ & ~ ~ ~ ~ ~ I h 3 ~ t ~ ~ - ~ b ~ l ~ ~ f ~ & ~ < i f ~ i ~ ~  

pwwtk&I'hese espetlses mould not exist without the ixograrn or sen-ice. 

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

Ex~enditure - 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: 

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

Test whether transactions have been legally performed, 

Identifji areas for possible improvements in accounting practices and procedures, 

e Ascertain whether transactions have been recorded accmately and consistently, and 

e Ascertain the stewardship of officials responsible for go\-ernmental resources. 

Financial Conchtion - The City's ability to pay all 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. 

Financia! 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 expendtures 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 hgher levels of govelmment (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 liab&ties, obligations, reserves, and equities, which are segregated 
for the purpose of car137ing 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 I'roprietal~ 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. Nan-spendable: Amounts inherently non-spendable or that must remain intact according to legal 
or contractual restrictions. 
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B. Restricted: r\imounts 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 ord~nance. 

D. Assigned: iimounts tlle 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 aforeinentioned classifications; 
these resources map be used for anything. Only the General Fund should shoxv a positive 
unassigled fund balance. For other funds, a negative unassigned balance sl~ould be reported if 
more resources are used than are available in the fund. 

Gi'iXP- Generally Accepted Accounting I'rinciples. 

General Oblig.ation 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 wlich are to be repaid from taxes and other general revenues. 

C~ox~erninent Funds - These hinds subscribe to the modified accrual basis of accounting and include the 
following types of funds: 

0 General Fund - The major source of revenue for this fund is taxes. 'I'lzere are no restrictions as to 
the purposes in whch the revenues in this fund can be used 

0 Snecial lievenue Funds - The resources received by these funds are limited to a defmed use, such as 
the Su-eet Fund. 

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

Canital Project Funds - Resources from these funds are used for purchase or construction of long- 
tern fixed assets. 

0 Perrnaneilt Funds - 'r11e resources received by these funds are limited to a defiled use and only 
earnings may be spent. The Davidson Fund is the city's only permanent f~ind. 

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

HN;I - the I-Iistoric Norining Adiustsnent is the factor in each fund that results froill actual experience that 
is usually better that1 proiected, either because rexTenues ncrform bettcr than esnected. and/or espendturc 
budeets are not fullr csnended due to unpredictable events such as emnloyee turnox-er. The E-INIl is trended 
ox-cr a period of time and nroiccted in future years in the financial nlans to &\-e a more likely ~roiection of 
fund baIancc than othen\-isc wouId bc risible. 

Indirect Cost - X cost incurred in the production and/or provision of %related sen-ices that usually cannot 
be dfiectk associated with any one particular good or sellrice. Indirect costs encornpass overl-iead includiilg 
administrative costs sucll as wages of sunc~~~isoi-y and adnlitlis~atirre personnel. occunancy and maintenance 
of buildings. and utilitv costs. These costs would exist without the snecific nrolrratn or sen-ice. !,u: & 

Investment - Cash balances, securities and real estate purchased and held for the production of income in 
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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, acclued 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 deli~rely of 
specific services, identify future needs and challenges, and identify future infrasuucture needs. 

Modified Acclual Basis of Accounting - The accrual basis of accounting adapted to the governmental fund 
type under which revenues are recognized when they become both "measurable" and "available to finance 
expenditures of tlle current period." 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 gant, an interfund transfer, or use of a reselTTe. Also referred to as a non-recurring revenue. 

Oweratincr Budget - The appropriated budget supporting current operations. Most operations are found in 
the General, Special Revenue, Permanent, Entelprise, and Internal Senrice Funds. 

Overla~win~ 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 descsibe the financial policy of a govelmment which finances all of 
its capital outlays and/or improvements from current revenues rather than by borrowing. 

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

Pro~rieta~v Funds - These funds subscribe to an accrual basis of accounting and include the following types 
of funds: 

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

0 Internal Senrice Funds - Account for goods and/or sesvices provided to other funds or departments 
within the organization. Examples include the Vehicle and Equipment Maintenance and Data 
I'rocessing Funds. 

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

Resolutions - rl 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. 

Svstem Develonment C11arg.e (SDC) - A charge levied on new construction to help pay for adktional 
expenses created by growth or to compensate for already existing capacity in key facilities and sj~stems 
aheady in place whch support the new development. 
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Transfer - illnounts distributed from one fund to finance activities in anotl~er fund. Shown as an 
expenditure in the originating fund and a revenue in the receiving fund. 

Unfunded Idabihm - ii 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 whcli reserves have not been set aside. It is sknilar to long-term debt 
in that it represents a legial colninitmellt to pay at some time in the future. 
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Suggested Revisions to the Current Parks and Recreation Department 
Fees Policy 10.03.060 

A d o ~ t e d  November 27,1989 
Last Revised July 18,201 1 

Reviewed December 21,201 1 

CP 10.03 REVENUE POLICIES 

10.03.060 Parks and Recreation Department Fees 

10.03.060.010 Cost Recovery 

Parks and Recreation services pegtams 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. Through a special initiative, services %ygam that provide recreational opportunities 
for populations with the fewest recreational alternatives (youth, limited income, senior adults, and families) may 
wiU-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 
circutnstances, the nature and cost of each program, and persons to be served should be taken into consideration. 

The following model represents all categories of services currently provided or those which may be provided 
in the future by the Department. It is based upon the degree of beneficiary to the community (tier 1 -Mostly 
Community benefit) o r  individual (tier 5 - Mostly Individual Benefit), the values of the Corvallis community, 
and the vision and mission of the Parks and Recreation Department. This model and policy forms the basis 
for setting fees and charges. See Cost Recovery Model, Resource Allocation Philosophy and Policy document 
dated December 21,2011. 

a. revenue positive cost recovery (tier 5 services are targeted to recover a minimum of 200% of direct 
costs) 

- Merchandise for Resale 
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- PrivateISemi-Private Lesson 

- Rentals - PrivateICommercial 

- Long Term Leases 

- Equipment Rentals 

- Trips 

- Organized Parties 

- Leased Services - PrivateICommercial 

- Permitted Services 

b. totally fee supported with no tax investment (tier 4 services are targeted to recover a minimum of 
100% of direct costs, and some of these services may be appropriate for use of alternative funding 
sources like grants, donations, and volunteers) 

- Classes and Programs - IntermediateIAdvanced 

- Leased Services - Non-Profit/Inter-governmental Agency 

- Preschool 

- Social Clubs 

c. primarily fee supported with little or no tax investment (tier 3 services are  targeted to recover a 
minimum of 90% of direct costs, and some of these services may be appropriate for use of alternative 
funding sources like grants, donations, and volunteers) 

- Health Services, Wellrless Clinics, and Therapeutic Recreation 

- Classes and Programs - BeginningIMulti-Ability 

- Tournaments and Leagues 

- Rentals - Non-ProfitIInter-governmental Agency 

- Specialized EventsIActivities 

- CampsIAfter School Care 

- Leased Services - Affiliates 

- Work Study/Internship/Community Service Program 

d. partial tax investment with minimal to partial fee support (tier 2 services are targeted to recover a 
minimum of 45% of direct costs, and many of these services may be appropriate for use of alternative 
funding sources like grants, donations, and volunteers) 

- LifeISafety Classes 

- Rentals - Affiliates 

- Supervised ParMFacility 

- Community-wide Events 
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- Volunteer Program 

e. full tax investment with little or no fee support (tier 1 services are  targeted to recover 0% of direct 
costs, although some of these services may be appropriate for use of alternative funding sources like 
grants, donations, and volunteers) 

- Non-Supervised ParMFacility 

- Inclusionary Services 

- Support Services 

10.03.060.020 Cost of Services 

The following general definitions will be used to determine the cost of providing all services. 

Direct Cost: Includes all the specific, identifiable expenses (fixed and variable) associated with providing a 
service, program, o r  facility. These expenses would not exist without the program or  service and often 
increase exponentially. 

Indirect Cost: Encompasses overhead (fixed and variable) including the administrative costs of the agency. 
These costs would exist without any of the specific programs o r  facilities. 

10.03.060.030 Rate Review 

The Park and Recreation Department shall conduct an annual comprehensive review of cost recovery targets. FC+&S 

b a. The Parks, Natural Areas and Recreation Board has recommended fkaUr 
wxmmeid to the City Council, via the Human Service Committee, the following pricing strategies to be used by 
the Department's Director to alter or adjust any a$ j t t f k f t e f f t f  necessary &specific fees and/or 
charges to reflect service demand changes, the ability of users to support the demand, trends o r  changing market 
conditions, and concerns for other City operations. 

Market pricing: a fee based on demand for a service o r  facility o r  what the target market is 
willing to pay for a service. One consideration for establishing a market rate fee is 
determined by identifying all providers of an identical service (i.e. private sector providers, 
municipalities, etc.), and setting the highest fee. Another consideration is setting the fee a t  
the highest level the market will bear. 
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Competitive pricing: a fee based on what similar service providers or close proximity 
competitors are charging for services. One consideration for establishing a competitive fee is 
determined by identifying all providers of an identical service (i.e. private sector providers, 
municipalities, etc.), and setting the mid-point o r  lowest fee. 
Cost recovery pricing: a fee based on cost recovery goals within market pricing ranges. 

10.03.060.040 Use of Volunteers 

Througl~ an aggressive volunteer recruitment program, the Parks and Recreation Department shall seek to minimize . . 
the amount s+&dy required for full tax investment with little no fee support (tier 1 
services) and partial tax investment with minimal to partial fee support (tier 2 services) v. 

10.03.060.050 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. 
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