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TO: 

FROM: 

SUBJECT: 

I. Issue 

MEMORANDUM 

March 12, 2014 

Administrative Services Committee 

Nancy Brewer, Finance Director~ 
Annual Financial Policies Review 

To complete the annual review of the City Council's Financial Policies. 

II. Background 

The City Council's Financial Policies have been in place since 1989. They are reviewed annually to help 
inform the budget process, along with other financial management practices. Extensive changes were 
made to the Fund Balance and General Fund consolidation language in 2013, so those sections require 
little updating this year other than a few grammatical or clarifying fixes (Attachment A). 

As Finance Department staff began working on achieving a sustainable budget for FY 14-15, all operations 
were examined for ways the work could be done differently or be streamlined more than has already been 
done. One of the issues that arose during this discussion was the Investment Council. This group was 
established via Financial Policies 25 years ago (section 10.08) and consists of the City Manager, Council 
President, City Attorney, Finance Director and one citizen with fmancial expertise. The Invest1nent 
Council was never codified in Municipal Code, and has never been sunset reviewed. The very well 
qualified citizen member of the Investment Council was appointed (it is not clear by whom or when) and 
has been the same person for more than 20 years. The Investment Council meets quarterly, for meetings 
that generally last 30 minutes or less. The work load to staff the group and maintain nunutes is not 
particularly onerous, but the staff review for creating more efficiencies led to considerable discussion 
within Finance about Investment Policies. 

Until now, the City Council's Financial Policies have included the Investment Policy section (10.08) which 
has·provided a high level overview. Jvfost of the specifics have been included in an Administrative 
Procedure docun~ent that is reviewed annually by the Investment Council. As a local government entity 
with investment maturities longer than 18 1nonths, the City's investment policy is also required to be 
approved by the Oregon Short Term Funding Board (OSTFB). The Administrative Procedure has been 
forwarded to that body every year for their review when significant changes are made. The Procedure has 
become fairly specific and lengthy as OSTFB recommendations have pushed for more detail. 

These issues led staff to initiate a discussion with the Investment Council about their role and 
responsibility and whether or not it would be more appropriate for the City Council, or more specifically 
the Administrative Services Committee of the City Council, to assume the oversight role. Specific 
questions considered include: 

• Where should the fiduciary responsibility for City investments rest? 
• Where should the policy n1aking responsibility for City investments rest? 

• Is there a need for a separate body to review quarterly investment reports? 

The Investment Council discussed these concepts in November 2013 and ultimately recommended sun­
setting the If?.vestinent Council in favor of Administrative Services Committee taking on the oversight role. 
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Subsequent to that discussion, Finance Department staff has been in contact with State Treasurer's Office 
staff to determine how to best align policies and procedures with fiduciary responsibility. In many cases, 
what staff is proposing is a departure from the norm for OSTFB so even if the city Council accepts staff's 
recon1ffiendations, OSTFB may reject these changes, or recommend alterations. 

III. Discussion 

The only recommended significant changes in Financial Policies are the Investment Policies in Section 
10.08. The recommended changes are included in the total policy document (page 17 in Attachment A), 
but have also been pulled out in a redline (Attachment B) and for ease of reading a non-redlined 
(Attachment C) version. Also attached for the City Council's information is the City Manager's 
Administrative Procedure to show where language for many of the Financial Policies has come from 
(Attachment D). 

The fundamental issues staff is attempting to address include answers to the questions posed above: 

• Where should the fiduciary responsibility for City investments rest? 
o State law places the fiduciary responsibility for City investments with the Governing Body 

- the City Council. As such, staff is recommending changes to the Financial Policy on 
Investments that strengthens the Council Policy language rather than having the strongest 
policy language the City Manager's Administrative Policy. 

• Where should the policy making responsibility for City investments rest? 
o The Policy making responsibility follows the fiduciary responsibility and should rest with 

the entire City Council. 

• Is there a need for a separate body to review quarterly investment reports? 
o There is a need for a body with fiduciary responsibility to review Investment Policies and 

actual investment performance. Staff recommends placing this responsibility with the 
Administrative Services Committee (ASC) as the subcommittee of the City Council defined 
as addressing finance issues. Because the Investment Council has benefitted from advice 
from a third party, language has been added that would allow the ASC to include a 
knowledgeable citizen when reviewing quarterly reports. Staff anticipates doing the 
quarterly review when the Quarterly Operating Report is presented. 

Alternatives to staff's recommended changes include keeping the current language and bifurcation in 
policies, or modifying the current practice by making the Investment Council a standing Advisory Board, 
codified in the Municipal Code, with the citizen appointed by the Mayor for a set three-year term. 

IV. Requested Action 

Staff requests the Administrative Services Committee review the recommended amendments to the 
Financial Policies, clarify as needed, and then recommend the City Council adopt updated Financial 
Policies. 

Review and Concur: 
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FINANCIAL POLICIES 

CP 10.01 FINANCIAL POLICIES PURPOSE, MISSION, AND GOALS 
10.01.010 Purpose 

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

10.01.020 Mission 

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

10.01.030 Goals 

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

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

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

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

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

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

F. To e:tpploy reveime policies which prevent undue or unbalanced reliance on certain revenues, which distribute the 
costs of municipal services fairly, and which provide adequate funds to operate desired programs. 

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

H. To prote~t and ~nhance the City's credit rating and prevent default on any debt issue of the City. 

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

10.01.040 Background 

Municipal fmancial operations have a wide variety of oversight or standard setting agencies, including multiple departments 
within both State and Federal governments, the Securities and Exchange Commission, and the Governmental Accounting 
Standards Board. The City of Corvallis manages public funds within all of these oversight agency requirements. These 
financial management policies, designed to ensure the fiscal stability of the City of Corvallis municipal corporation, provide 
guidance in fmancial management when oversight agencies are otherwise silent or to reiterate best practices that may be 
codified by another entity. The City Council's Financial Policies have been reviewed and updated each year since they were 
first adopted to ensure the policy direction is current. 
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10.01.050 Achieving Financial Policy Goals 

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

It is the focus of this analysis to: 

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

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

C. forecast expenditures and revenues for the next three to seven years, with consideration given to such external factors 
as state and federal actions, the municipal bond market, management options being explored and used by other local 
governments; and 

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

10.01.060 Review & Update 

The Financial Policies shall be reviewed by the Finance Director annually in November and updated as appropriate fot_(dt;i 

CP 10.02 FUND BALANCE POLICIES 

10.02.010 Purpose 

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

10.02.020 Background 

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

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 budgetary ending fund balance describes the net financial assets of governmental funds; in lay terms it represents the net 
revenues in excess of expenditures since the fund's inception. Actual fund balances for each fund shall be reported in the 
Comprehensive Annual Financial Report, issued as of June 30 of each fiscal year. Budgetary fund balances shall be reported 
in the annual budget, and shall be projected for each operating fund as part of the financial planning process to prepare the 
budget each year. 

10.02.030 Fund Balance Definitions 

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

The City of Corvallis will use the GASB's defmitions of Fund Balance for the Comprehensive Annual Financial Report 
(CAFR) and for all other fmancial reporting. For all fmancial planning purposes, the term Budgetary Fund Balance will be 
used and "vill include any portion of the fund balance that is available for appropriation. The portion of the fund balance that 
is not available for appropriation will be identified as a Reserved Balance. 
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10.02.040 Fund Balance Policy 

1. The City Council has established the fund balance reserve target for the General Fund to total three months of 
payroll expenses. 

2. The City Council shall appropriate 10% of the target fund balance amount each fiscal year as a contingency to 
be used for unanticipated expenditures such as costs associated with a response to a disaster, or to meet 
unanticipated increases in service delivery costs. Use of the contingency is expected to be infrequent. The City 
Council must authorize expenditure of any contingencies via a resolution. 

3. The City Manager will review the City's fmancial 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, including: 

a) the current budgetary fund balance; 

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

c) future capital needs; 

d) signiftcant revenue and expenditure trends including the HNA; 

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

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

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

h) reliability of outside revenues; and 

i) any".oth,er factors pertinent to the fund's operations. 

4. Should the projected ending fund balance reserve for the budget year be lower than the City Council's target, 

City of Corva11is 

the folloWing will be implemented: 

a) For times when the fund balance reserve 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 reserve 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. 

2. three years if the fund balance reserve 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; 
7 5 percent at the end of the second year, and 100% at the end of the third year. 

b) For times when the fund balance reserve is lower than the target as the result of short-term poor experience 
(i.e., costs to respond to a natural disaster; use of contingencies for unanticipated expenditures), d1e City 
Manager shall recommend a strategy for re-building the fund balance reserve taking into account the 
following criteria: 

· 1. the cause of the poor experience; 

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

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

4. the likelihood the causing factor will end and revenues/ expenditures will return to nonnallevels within 
one year; and 

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

5. 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 capital expenditures which do not significantly increase 
ongoing City costs; 

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

c) other one-time costs; and/ or 

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

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

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

a) the current budgetary fund balance; 

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

c) future capital needs; 

d) significant revenue and expenditure trends including the HNA; 

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

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

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

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

i) reliability of outside revenues; and 

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

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

4. 

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

5. Ending Budgetary Fund Balance Above Recommended 

In the event the ending budgetary fund balance is higher than either the minimum or recommended level, the 
difference may be used to fund the following activ'"i.ties: 

a) one-time capital expenditures or reserves for future capital expenditures which do not significantly increase 
ongoing City costs; 
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b) undesignated assigned or committed balances for future basic operations; 

c) other one-time costs; and/ or 

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

CP 10.03 REVENUE POLICIES 

10.03.010 Purpose 

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

10.03.020 Background 

A significant portion of the City's revenues come from taxes, charges for service and fees. Some of these revenue sources are 
governed by the Oregon Constitution/Statutes, federal law, or regulations promulgated by a state, federal, or other agency; 
others are assessed solely through the City's home rule authority. Revenues are critical to the financial operations as 
d1ey provide the resources necessary to provide services at the level the community desires. However, the City Council also 
re<:OJ2~;~es 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, 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. 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 setvices. 

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

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

D. One-time revenue includes fund balances and grants or other sources which have a specific time 
limit and/ or reason for expenditure. One-time revenue will be used for one-time expenses whenever possible; in 
some cases one;-time revenue may be used for costs the City would have incurred for a program or setvice, regardless 
of the receipt of the one-time revenue. If one-time revenue is considered for ongoing expenditures (such as adding 
staff) the Budget Commission or City Council will balance the need for the additional ongoing expenditures with the 
on-going ability to pay prior to approving the program. 

E. Unpredictable Revenue Unpredictable revenue, which includes development related revenue such as Systems 
·Development Charges (SDC), Public Improvement by Private Contractor fees, Development Review, Plan Review 
and Inspection Permit revenues, will be closely monitored through the year. Capital projects to be constructed 'vith 
SDC monies will not be initiated until SDC revenue is available or another financing alternative is developed. 

F. Revenue Monitoring Revenues will be monitored monthly for compared to both the annual budget 
and the anticipated timing of revenue receipts. Operations funded partially or wholly from unpredictable revenue will 
be monitored monthly and mitigating action will be taken if revenues are not received as expected. 

G. Collections City shall tpanage its revenue collections through a· policy that actively pursues collection of all 
revenues owed to the City. 
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H. 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 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 tl1e 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) \'Xlhether 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; 

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

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

2. Fees and charges are reviewed annually, and are updated via Council action when necessary. A revenue manual 
listing all such fees and charges of the City shall be maintained by the Finance Department and updated 
concurrent with the review. 

3. A fee shall be charged for any service that benefits limited interests within the community, except for basic, 
unavoidable human needs type services provided to persons 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-prof1t entities that request exemptions 
when the cause matches the City's goals. 

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

10.03.040 Property Taxes 

The City levies property taxes for operations and for general obligation debt service in compliance with the Oregon 
Constitution and Oregon Revised Statutes. The City has a permanent tax rate of $5.1067 per $1,000 of assessed value; 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 shall be accounted for in the General Fund. 

10.03.050 Utility Fees (Water, Wastewater, Storm Water) 

A. -- Utility user charges for each of the three City utilities will be based on the total cost of providing 
the service (i.e., set to fully support the total direct, indirect, and capital costs) and are established so that the 
operating revenues of each utility are at least equal to its operating expenditures, reserves, debt coverage and annual 
debt service obligations, and planned replacement of the utility's facilities. 

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

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

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

10.03.060 Parks and Recreation Department Fees 

A. Cost Recovery Parks and Recreation set-vices are funded through a combination of user fees, property taxes, grants, 
and donations. Fees and shall be assessed in an equitable manner in accordance with the following fee and 
charge assessment schedule. Through a special initiative, services that provide recreational opportunities for 
populations with the fewest recreational alternatives (youth, limited income, senior adults, and families) may 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. shall be considered as however, special circumstances, the 
nature and cost of each program, and persons to be served should be taken into consideration. 

B. Fee Model the following lists represent all categories of services currently provided or those which may be provided 
in the future by the Parks & Recreation Department. The model is based upon the degree of benefit to the 
community (Tier 1 mostly a community benefit) or individual (Tier 5 -- mostly an individual benefit) of the service 
provided, the values of the Corvallis community, and the vision and mission of the Parks & Recreation Department. 
This model and policy form the basis for setting fees and charges. 

1. Revenue positive cost recovery (Tier 5 services are targeted to recover a minimum of 200 percent of direct 
costs): 

a) concession/ vending 

b) merchandise for resale 

c) private/ semi-private lesson 

d) rentals- private/ commercial 

e) long-term leases 

f) equipment rentals 

g) trips 

h) organized parties 

i) drop-in childcare/babysitting 

j) leased services - private/ commercial 

k) permitted services 

2. Totally fee supported \vith no tax investment (tier 4 services are targeted to recover a minimum of 100 percent 
of direct costs, and some of these services may be appropriate for use of alternative funding sources such as 
grants, donations, and use of volunteers): 

a) classes and programs- intermediate/ advanced 

b) leased services- non-profit/ governmental agency 

c) preschool 

d) soci~l clubs 
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3. Primarily fee supported with little or no tax investment (tier 3 services are targeted to recover a minimum of 90 
percent of direct costs, and some of these services may be appropriate for use of alternative funding sources 
such as grants, donations, and use of volunteers): 

a) health services, wellness clinics, and therapeutic recreation 

b) classes and programs beginning/multi-ability 

c) tournaments and leagues 

d) rentals- non-profit/ governmental agency 

e) specialized events/ activities 

f) camps/ after school care 

g) leased services - affiliates 

h) work study/internship/community service program 

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

a) life/ safety classes 

b) rentals affiliates 

c) supervised park/ facility 

d) community-wide events 

e) volunteer program 

5. Full tax investment with little or no fee support (tier 1 services are targeted to recover zero percent of direct 
costs, although some of these services may be appropriate for use of alternative funding sources such as grants, 
donations, and volunteers): 

a) non-supervised park/ facility 

b) inclusionary services 

c) support services 

C. --The Parks & Recreation Department Director shall set fees for programs and services in compliance 
with the targets listed above. Fees shall be adjusted during the course of each year as needed to ensure the cost 
recovery targets are achieved. The following pricing strategies will be used by the Parks & Recreation Director in 
setting fees: 

1. Market pricing: a fee based on demand for a service or facility or what the target market is willing to pay for a 
service. One consideration for establishing a market fee is determined by identifying all providers of identical 
service (i.e., private sector providers, municipalities), and setting the highest fee. Another consideration is 
setting the fee at the highest level the market will bear. 

2. Competitive pricing: a fee based on what similar serv-ice providers or close proximity competitors are charging 
for service. One consideration for establishing a competitive fee is determined by identifying all providers of an 
identical service (i.e., private sector providers, municipalities), and setting the mid-point or lowest fee. 

3. Cost recovery pricing: a fee based on cost recovery goals within market pricing ranges. 

D. --The Park and Recreation Department shall conduct an annual comprehensive review of cost recovery 
targets in compliance with these policy targets; this review will be forwarded to the Parks, Nahual Areas and 
Recreation Board which will forward their comments to the City Council via the Human Services Committee .. 
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E. -- Through an aggressive volunteer recruitment program, the Parks and Recreation Department 
shall seek to mininuze the amount required for full tax investment 'With little to no fee support (tier 1 services) and 
partial tax investment 'With minimal to partial fee support (tier 2 services). 

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

10.03.070 Ambulance Fees 

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

B. Rate Changes -- Staff shall review ambulance rates annually no later than February 28 to ensure the rates reflect 
changes in the direct costs of service. In reviev.ring rates, staff 'Will consider the historic and projected costs of service, 
senrice demands, changes in fixed and variable costs, market rates, and changes in service requirements or mandates. 
The City shall notify Benton County of proposed fee increases or decreases at the beginning of tl1e City's formal 
budget review process. 

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

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

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

C. If, at any time during the fiscal year, estimated costs of service exceed available revenue, the 
City Manager may conduct a special rate review. In conducting such reviews the City Manager would follow the 
above procedures. In this instance, rate adjustments could take place at any time 'Within the fiscal year, witl1 30 days' 
public notice. 

10.03.110 Grants 

~:.anU42;PQtl1JOOlli -- The City shall aggressively 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 are not a guaranteed revenue source and are intended for a 
specific purpose, they will not be relied upon as an alternative source of capital improvement funds unless tl1e federal 
grant is specifically for capital projects. Use of federal funds shall support City goals and services. 

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

1. the amount of the matching funds required; 

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

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

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

D. Single Audit The annual audit by the City's independent auditors will include all required audit procedures for grant 
compliance as soc~c111eain the federal government's Office ofManagement and Budget OJ\tffi Circular A-133. 

10.03.120 Gifts, Donations and Bequests 
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A. 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 \Vill be expended on the recommendation of the related advisory board. 

B. Evaluation Gifts, donations, and will be evaluated to determine what, if any, obligations are to be placed 
upon the City. Gifts, donations, and bequests will be considered as "over and above" basic City appropriations unless 
the gift, donation or bequest is for an already planned and budgeted service or program. 

CP 10.04 EXPENDITURE POLICIES 

10.04.010 Purpose 

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

10.04.020 Background 

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

10.04.030 Operating Budget n Pay-As-You-Go 

A. Pay~As~You~Go The City shall attempt to conduct its operations from existing or foreseeable revenue sources. 
Achieving pay~as~you~go requires the following practices: 

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

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

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

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

10.04.040 Budget Balance 

The City Manager will prepare a budget for each fund each year where resources on a modified accrual basis either equal or 
exceed all expenditures in compliance with Oregon Administrative Rule 150-294.352(1)-(B) 

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

B. 

10.04.050 Budget Performance Reporting 

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

B. Performance Indicators -- Where practical, the City shall develop and employ performance indicators that are tied to 
Council values and goals, as well as management objectives, to be included in the budget. Status of the measures will 
be reported in each QOR. 
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10.04.060 Maintenance, Repair & Replacement 

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

B. -- Projects identified via an infrastructure master plan will be scheduled based on the priority of 
the project as identified in the master plan and will be budgeted in the Capital Improvement Program (CIP) when 
resources are available to implement the project and the project will result in the acquisition of a new or addition to 
an existing a capital asset; master plan projects that do not result in capital assets shall be included in the operating 
budget. 

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

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

E. Stable Spending plans effort will be made to develop an equipment replacement schedule that results in a 
stable annual spending level. ·If spending levels cannot be stable and would result in a significant dollar amount 
variance year-over-year, staff will set aside in reserves an amount each year to fully fund the project in the 
future. If monies are not set aside in reserves due to fmancial shortfalls: 

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

2. staff \\rill develop a plan to borrow monies for critical equipment replacement. 

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

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

2. wear and teat on the asset; 

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

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

5. Availability of service and/ or parts; and 

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

G. Facility Maintenance The facility maintenance schedule for major maintenance or replacement projects for all City­
owned buildings will be updated annually. The primary goal of the plan is to complete maintenance projects prior to 
system failures that would cause a decrease in service levels to citizens. Criteria for including projects are the same as 
those identified in 10.04.060.F. 

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

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

C. in the FTE shall be identified in the summary fmancial 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. 

10.04.080 Transfers 

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

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

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

1. 

2. 

3. 

4. 

5. 

10.04.090 

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

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

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

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

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

Contingency - N on~General Fund 

A. Contingency Amount-- To meet emergency conditions, the budget shall provide for an appropriated contingency in 
each fund other than the General Fund of at least 2% of estimated annual operating revenues. All governmental and 
en1terJJm;e funds shall maintain a contingency. The contingency shall be exclusive of all reserves. 

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

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

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

10.05.010 Put;pose 

To maintain the City's investment in infrastructure, tlus policy orc)V1cjes direction for the development and implementation of 
the annual CIP. 

10.05.020 Background 

The City has a significant investment in the infrastructure necessary for tl1e general public's use. The infrastructure systems -
streets, bikeways and sidewalks, water treatment plants and distribution system, wastewater treatment plants and collection 
system, storm water conveyance system, airport, parks, recreation open spaces, and municipal facilities - are 
important to the general well-being of the community. The City maintains and enhances the infrastructure systems by 
developing long-term plans and securing the funding necessary to implement the plans. The Capital Improvement Program is 
developed to advise the community of the plans for maintaining the public investment, and to ensure the resources are 
available to invest when the community requires them. 

10.05.030 Capital Improvement Program 

A. Defmition of a Capital Project A capital project must: 

1. cost more than $25,000, and 

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

3. purch.ase land, or 

4. construct a new building, or 

5. remodel or add to an building, or 

6. construct/install public infrastructure, or 

7. replace existing infrastructure. 

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

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

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

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

10.05.040 Capital Improvement Maintenance 

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

B. Operating Budget Impacts Future operating budget impacts for new capital facilities will be analyzed and estimates 
included in all years ~f the fmancial plans as part of considering a proposed capital project. 

10.05.050 Capital Improvement Financing 
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A. \'Vithin the limitation of existing law, various funding sources may be used for capital 
improvements. When capital projects are proposed, appropriate funding will be identified. 

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

C. Interest Earnings in the Capital Construction Fund (governmental fund) Interest earnings shall be allocated to each 
project based on the project's proportion of the cash balance in the fund. Projects which have a negative cash balance 
due to timing of reimbursements of grants or loans will not acctue interest revenue or an interest expense. 

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

2. Interest earnings not otherwise limited will be considered the most restricted City funds in the project and will 
be spent first in compliance with Financial Policy 10.05.050.B. 

D. ~- Interest earnings which are restricted due to 
the funding source 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. 

CP 10.06 DEBT 

10.06.010 Purpose 

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

10.06.020 Background 

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

10.06.030 Use of Debt Financing 

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

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

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

3. when analysis demonstrates that d1e debt will smooth or reduce costs over multiple years or the project is 
expected to benefit the citizens of Corvallis. 

B. Use of Debt Financing-- Debt fmancing shall not be considered appropriate for: 
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1. Current operating and maintenance expenses (except for issuing short-term instruments such as revenue 
anticipation notes or tax anticipation and 

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

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

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

10.06.040 Limits on Debt Issuance 

A. -- General obligation bonds require an affirmative vote prior to issuance. 
l..ons1t:1tuctionallimitations require a simple majority of votes for elections in May or November; for all other elections, 
a simple majority of registered voters must vote in the election, and of those voting a simple majority must vote 
affirmatively. 

B. -- Oregon Revised Statutes chapters 287 and 288 limit the 
ob.lig~Ltic•n principal 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. 

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

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

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

10.06.050 Debt Issuance 

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

1. 

2. 

3. 

4. 

Projected cash flow requirements for the capital project; 

Cash reserves on hand to temporarily fund preliminary project expenses; 

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

Market conditions. 

B. -- All bonds will be sold at competitive sale unless it is in the City's best interest to sell at a 
City reserves the right to reject any and all bids at a competitive sale and sell the bonds at a 

negotiated sale if it is in the best interest of the City of Corvallis to do so. 

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

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

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

10.06.060 Leasing 

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

10.06.070 Rating Agency Relationship 

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

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

10.06.080 Debt Management Plan 

A. -- A Debt Management Plan shall be developed and updated prior to the issuance of any 
Debt Management Plan shall encompass all debt of the City which draws on the same fmancial 

resources, including, but not limited to: 

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

2. current and future debt capacity analysis; 

3. issues to be addressed for sound debt management; 

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

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

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

CP 10.07 RISK MANAGEMENT 

10.07.010 Purpose 

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

10.07.020 Background 

The City of Corvallis' basic operations have certain risks associated with them, which could have a significant financial impact 
if the risks were not managed. Risk Management policies are designed to identify and assess the risks, change factors that can 
be controlled to reduce risks, ensure that risk is transferred to others when appropriate, and provide insurance to mitigate 
against losses. The Risk Management program is comprehensive and addresses risks to City employees through appropriate 
training, and risks to staff and the general public through proactive maintenance and insurance coverage as well as holding 
adequate reserves for uninsured losses and programs designed to reduce factors associated with claims. 
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10.07.030 Risk Management Report 

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

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

2. 

3. 

4. 

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

specific strategies to address the risks identified, and 

10.07.040 

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

Risk Management Program 

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

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

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

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

10.07.050 Risk Management Fund 

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

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

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

CP 10.08 INVESTMENTS 

10.08.010 Purpose 

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

10.08.020 Background 

The City holds .cash balances as part of its operations. The City invests balances in excess of daily needs in a variety of 
investment instruments as authorized by Oregon Revised Statutes on local government investments-'ftrt4-the-+;t-ty'-s 
.-tlrt!tl'ttflfs+f.lt:frl!-e--.1.2Er.l:i€-y:-i'11:r-±five:rtfl'l:efffi. Investing monies has inherent risks; these risks are managed through the application 
of appropriate risk assessments and diversification, and following prudent rules for investing governmental funds. These 
policies establish and provide guidelines for the safe and efficient management of City funds, and the purchase and sale of 
investment instruments. 
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10.08.030 Scope 

A- Af:rpliotiC!fl of Policy These investment policies apply to all cash-related assets within the scope of the City's 
audited financial statements and held directly by the City. Funds held and invested by trustees or fiscal agents are 
excluded from these policies; however, such funds are subject to regulations established by the State of 
p_ubJj_(:_f\,Hl.dJi · 

10.08.040 Objectives 

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

1. Sal£t~Preserve capital and protect investment principal,Jl)drrr[2k.!nenting diversit)cation and risk m<~nags:ment 

2. with federal, state and other legal requirements, 

3. sufficient 
tequirements.:; 

a market rate of return throughout budgetary and econonuc 

10.08.50 

A. 

Responsibility 

B. authority for investing City funds is vested with the City Manager, who, in turn, may 

A. 

designate the Finance Director as Treasurer to manage the day-to-day operations of the City's investment portfolio, 
place purchase and sell orders with dealers and 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. 

~es4+1'Teflt Cw .. J.nci1~~e-J-~reHt--f.e.ttReit--ffl-.r-e&f.'€1ftSffk-for p.ro-.:;riding Hdvice with re"pcct to the 
ffi.¥eS-t1'fteft+-deeis-iet~f¥it:iett;-tttH:l-e~~~:blishtneflt:-O-f-wfft+.e:fl-J_7rt:~G for invet:tment operntiom. Moni toring-ef 
~o~~~~~d~~~~n~~n~-~~~rtcrly and verified by the Crifsi~t 
ffi:'tctttor at le;;ut r.:ntttta:HT--=±1le-lt-westtnent-f:.ttttfl:eil:--5:h:all-review-iffve~tmefit-r~~es:fm:ent strategies, in I'C sttfleftt 

City of Corvallis 18 Financial Policies 



D. 

E. Investment Administrative Policy The City Treasurer shall--antlt.mlly update the ~ 
ad1ninistrative policy for-ifl:¥€-SttrK:..nts~ to be revie'vved and approvee-by the lnvesti'lt<.~ 

Council prior to adoption. Substantive changes in the Invest~.istrative Policy shall 
be st1bn1itted to the Oregon Sfl:eft-+ern1 Fund Board for revie'lv after City 1\1anage:r approvah 
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==::::::-10.08.069100 Authorized and Suitable Investment~-ln:strument!:d¥ebie.J.e-s 
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1Q,Q8.l3~0 __ 1'y!QuitQJing; Guideline MeasJ.u~_mnU. aJl1LA.dh.£.rcncc 

Finance Director shall routinely monitor the contents of the portfolio, the available markets, and the 
relative value of competing instruments and \Vill adjust the portfolio accordi11gly. 
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10.08.(}10130 Reporting Requirements 

i..k . .........J..ll!!l..!.b!.!i!.L!~Llli.!.il -- The Gi-ty-+rea-f:Hffffl;'inancc Director shall submit an annual statement certifying compliance with 
the-.t!Ji'Llnvestment +'tthlti:t$tr .. .ttfve-Policy to the 11HCJtment C:oc~ncit.iS.C, noting compliance throughout the most 
recently completed fiscal year. Tlus statement shall be filed as soon as practical, but no later than August 31 of each 
year. 

The shall provide a Monthly 
Investment reviewing the compliance with the-tbi~L.lnvestment Mt"lHt~"f'e-Policy and providing data on 
investment instruments being held, as well as any narrative necessary for clarification"--:-The Monthly Investment 
Report shall include summary information about all investments held in the City's portfolio as of the end of the 
month, and shall be issued and posted on the City's web site within 21 days after the end of the monthly reporting 
period. 

CP 10.09 ACCOUNTING AND FINANCIAL REPORTING 

10.09.010 Purpose 

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

10.09.020 Background 

Best practices state that the City Council must lead the organization's commitment to excellence in financial management 
through the adoption of policies stating clear expectations. The City of Corvallis maintains a financial management system 
that ensures transactions are appropriately recorded, assets are managed for the benefit of the community, and risk of fraud 
or financial loss is identified and minimized through a set of internal controls designed to manage the risk. The financial 
markets and other interested parties rely on the City's annual financial statements to ensure Corvallis bondholders the City's 
financial condition will allow the City to continue to make all required debt payments and meet all covenants. 

10.09.030 Internal Controls 
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A. -- The City shall establish and maintain a process that is designed to provide reasonable 
assurance that the City is achlev:ing the following objectives: 

1. effective and efficient operations, 

2. reliable and accurate fmancial information, 

3. compliance with applicable laws and regulations, and 

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

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

10.09.040 Financial System 

A. Purpose of the Financial System -- The financial system shall be used as the means of and ret)Ortml.! 
fmancial transactions in a way that will assist users in the service efforts, costs and accomplishments of the 
City. 

B. The City's accounting and reporting system shall demonstrate the following 
characte;ristics: 

1. reliability, 

2. accuracy, 

3. consistency, 

4. 

5. efficiency, 

6. responsiveness, 

7. compliance with legal requirements, and 

8. conformance with GAAP. 

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

10.09.050 External Financial Reporting 

A. Comprehensive Annual Financial Report (CAFR) -- The City shall annually prepare and publish, by December 31st 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 the reporting entity, 

2. the extent of activities conducted by the City, 

3. comparison of actual activity to adopted budget, 

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

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

· 6. capital assets reporting, 
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7. cash policies and compliance reporting, 

8. accountillg policies, controls and management responsibilities, and 

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

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

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

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

Assessments- An amount le·vied against a property for improvements specifically benefiting that property. 

Balanced Budget A budget in which the resources are equal to or greater than the rec;1U11:err1en.ts in each/ every fund. 

~~gn - Employee benefits mandated by state and federal law, muon contracts, and/ or Council policy. The most common 
forms of benefits are plans, health and life sick and holiday deferred ,_._,.Hp•~u"'"'U.'..Ju, 
automobile allowances, disability insurance, and educational and incentive pay. 

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

- A plan of financial an estimate of proposed for a given period (typically a fiscal year) 
and the proposed means of financing them (revenue estimates). Upon approval by the City Council, the budget appropt1ation 
resolution is the legal basis for expenditures in the budget year. 

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

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

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

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

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

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

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

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

Deficit- (1) The excess of an entity's liabilities over its assets (see Fund Balance). (2) The excess of expenditures or expenses over 
revenues during a single accounting period. Direct Cost - A cost directly related to producing and/ or providing related services. 
Direct costs consist chiefly of the identifiable expenses such as materials and supplies used to provide a the wages and 
salaries of personnel working to provide a service, and facility costs. These expenses would not exist without the program or 
serv1c.e. 

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

Expenditure Total amount incurred if accounts are kept on an accrual basis; total amount paid if accounts are kept on a cash 
basis. 
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tJllli!!.QJ~:lli;@ - A systematic examination of resource utilization concluding in a written report. It is a test of management's 
internal accounting controls and is intended to: 

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

• Test whether transactions have been legally performed, 

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

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

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. 

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

Administrative and Council policies established to govern the fmancial operations. 

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

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

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

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

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

C. Committed: Amounts constrained by the City Council via a resolution or ordinance. 

D. Amounts the City intends to use for a speciftc purpose. The authority to assign resources lies with the City's 
Finance Director. 

E. Unassigned: Amounts that are not categorized into one of the aforementioned classifications; these resources may be 
used for anything. Only the General Fund should show a positive unassigned fund balance. For other funds, a 
negative unassigned balance should be reported if more resources are used than are available in the fund. 

GAAP Generally Accepted Accounting Principles. 

~~TI!:!.J:d12!!g!!.!lQ!U~!.ill. - 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. Sometin1es the term is also used to refer to bonds which are to be repaid from 
taxes and other general revenues. 

~~:IDJ~lli.Jt..llilii§.- These funds subscribe to the modified accrual basis of accounting and include the following types of funds: 

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

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

• Debt Service Funds Funds used for paying principal and interest of debt on non-enterprise funds. 
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• Resources from these funds are used for purchase or construction 

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

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

HNA- the Historic Norming Adjustment is the factor in each fund that results from actual experience that is usually better than 
projected, either because revenues perform better than and/ or are not fully expended due to 
unpredictable events such as employee turnover. The HNA is trended over a period of time and projected in future years in the 
fmancial plans to give a more likely projection of fund balance than otherwise would be visible. 

Indirect Cost A cost incurred in the production and/ or provision of related services that usually cannot be directly associated 
with any one particular good or service. Indirect costs encompass overhead including administrative costs such as wages of 
supervisory and administrative personnel, occupancy and maintenance of buildings, and utility costs. These costs would exist 
without the specific program or service. 

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

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

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

A comprehensive plan, normally covering a 5-10 year period, developed to guide delivery of specific services, 
identify future needs and challenges, and identify future infrastructure needs. 

Modifted Accrual Basis of Accounting The accmal basis of accounting adapted to the governmental fund type under which 
revenues are recogruzed when they become both "measurable" and "available to finance expenditures of the current period." 
Expenditures are generally recognized when the related fund liability is incurred. 

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

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

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

. Pay-As-You-Go Basis A term used to describe the ftnancial policy of a government which fmances all of its capital outlays 
and/ or improveme.nts from current revenues rather than by borrowing. 

Personnel Services - A category encompassing all salaries, fringe benefits, and miscellaneous costs associated with employee 
1;;.'\.IJI;;llUllUJ.I;;~. Budget law also refers to this category as personnel services. 

These funds subscribe to an accrual basis of accounting and include .the following types of funds: 

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

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

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

Resolutions A legal document adopted by the City Council that directs a course of action. In relationship to the budget, 
resolution refers to the document that levies taxes and sets legal appropriation levels. 
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Restricted Revenue Legally earmarked for a specific use, as may be required by state law, bond covenants, or grant requirements. 
For example, many states require that gas tax revenues be used only for street maintenance or street construction. 

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

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

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

Unfunded Liability A liability that has been incurred during the current or a prior year, that does not have to be paid until a 
future year, and for which reserves have not been set aside. It is similar to long-term debt in that it represents a legal commitment 
to pay at some time in the future. 
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CP 10.08 INVESTMENTS 

I -

10.08.010 Purpose 

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

10.08.020 Background 

The City holds cash balances as part of its operations. The City invests balances in excess of daily needs in a variety of 
investment instruments as authorized by Oregon Revised Statutes on local government 
.Art•~t-rt+ni·s-t-r'ft·Hve--flt•tl+f:·-¥-+~n-+H'~iffTJ-eFltfl. Investing monies has inherent risks; these dsks are managed through the application 
of appropriate risk assessments and diversification, and following prudent rules for investing governmental funds. These 
policies establish and provide guidelines for the safe and efficient management of City funds, and the purchase and sale of 
investment instrun1ents. 

10.08.030 

investment policies apply to all cash-related assets within the scope of the 
u.u,ul•-li:u statements and held direcdy by d1e City. Funds held and invested by trustees or fiscal agents are 

excluded from these policies; however, such funds are subject to regulations established by the State of Oregon.Jor 
pclblic funds. 

10.08.040 Objectives 

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

1. capital and protect investment 

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

3. sufficient 

6. 

10.08.50 

A. 

a market rate of return throughout budgetary and economic 

lrhe.>t w'ith the intent to ho1El--tttl:tihl:1:atttfiir-:­

. Responsibility 

B. authority for investing City funds is vested with the City Manager, who, in turn, 

A. 

may designate the Finance Director as Treasurer to manage the day-to-day operations of the City's investment 
portfolio, place purchase and sell orders with dealers and 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 or~~anl1Zalt1on. 



D. 

E. -1-R-vestment Administrative-P-e.J+ey The City Treasurer shall annually update the City's 
ftarninistfatwe-pe:l-iey-fef-favestine+~viewed and approved by the Investment 
Gt:ntnB-fl-t3rior to adoption. Substantive changes in the Investtnent Administrative-PelK.,7 
shall be Gubm.itred-to the Oregon Sh-Hrt-=r=-em1-l2und Board for revie'fv after City 1\1anager 
ftj3:f}rovah 



. _____ lQ-""Q8_._Q_2_Q __ ~lificd Institutions 

2. City Approved Broker/De_aler List: 

102~.:.\) 

1lJ2l~::.Q 
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_____ j_,____lnyg~s1mcnt Diversification 

!lCCCUh 



10.08.110 P1:ohibited Investments: 

.cL_JY!DJJl!DJJJlg_::.::._llle Finance Director shall monitor the contents of the portfolio, the available Hl" . .~...,.\cL<>, and 
the relative value of competing instruments and will adjust the portfolio accordingly. 



10.08.0+()130 Reporting Requirements 

.;c..L:..-.-'~~~~~.!..!..2 -- The shall submit an annual statement certifying compliance with 
th:e-this Investment ~'"-dministra-tfve-Policy to the noting compliance throughout the most 
recently completed fiscal year. This statement shall be f:tled as soon as practical, but no later than August 31 of each 
year. 

rr.:,""~~!ll!~~¥L!...U! --The shall provide +he-I1we5ttflett+-Getttreil:i~SG-wi+lt a J'vfonthly 
Investment Report reviewing the compliance with ltte-thi.;L.Investment A:Eh1rinffi.tffi4tre-Policy and providing data on 
investment instruments being held, as well as any narrative necessary for clarification, __ ';"-The Monthly Investment 
Report shall include summary information about all investments held in the City's portfolio as of the end of the 
month, and shall be issued and on the City's web site within 21 days after the end of the monthly reporting 
period. 



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 
maxi.mizing earnings opportunities and minimizing idle funds. These policies provide direction for managing the City's 
investments. 

10.08.020 Background 

The City holds cash balances as part of its operations. The City invests balances in excess of daily needs in a variety of 
investment instruments as authorized by Oregon Revised Statutes on local government investments. Investing monies has 
inherent risks; these risks are managed through the application of appropriate risk assessments and diversification, and 
following prudent rules for investing governmental ftmds. These policies establish and provide guidelines for the safe and 
efficient management of City funds, and the purchase and sale of investment instruments. 

10.08.030 Scope 

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

10.08.040 Objectives 

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

1. Safety: Preserve capital and protect investment principal, by implementing diversification and risk 
management practices; 

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

3. Liquidity: Maintain sufficient liquidity to meet operating needs by managing cash flow requirements. 

10.08.050 

Return: Attain a market rate of return throughout budgetaty and economic cycles by implementing an 

investment strategy. 

Responsibilicy 

A. Governing Body - The City Council has a fiduciary responsibility for invested City funds. 'fhe City Council's 
standing Administrative Services Committee (ASC) shall serve as the oversight body. Formal review of this 
investment policy and investment activity shall be conducted at ASC meetings at least quarterly. On an ad hoc 
basis, a citizen of the City of proven integrity and business ability may be invited to attend ASC meetings to 
provide additional; local, unbiased expertise. The City Council, via ASC, will receive reports with sufficient detail 
to comply with ORS Chapter 294requirements. 

B. Delegation of Authority The authority for investing City funds is vested with the City Manager, who, in turn, 
may designate the Finance Director as Treasurer to manage the day-to-day operations of the City's investment 
portfolio,. place purchase a~d sell orders with dealers and f111ancial institutions, and prepare reports as required. 
The Finance Director may choose to use the services of a ptofessional investment advisor if he/ she believes that 
is most beneficial to the organization. 

C. Investment Adviser The City may enter into contracts with third-party investment advisory firms when such 

services are deemed to be beneficial to the City. The advisor must comply with this Investment Policy and the 

City Manager's Investment Administrative Procedures for implementing this policy, and may have authority to 

transact investments on behalf of the City. The advisor may only act on a non-discretionary basis. Therefore, the 

advisor must present investment recommendations and receive approval to execute the recommendation from the 

Finance Director, or designee, prior to making buys or sells on behalf of the The following items are 

required minimum criteria for the approved Investment Advisors: 

.1)__ The Investment Advisor firm must be registered with the Securities and Exchange Commission (SEC) or 
licensed by the state of Oregon; 

2) All Investment Advisor firm conducting investment transactions on behalf of the City must 
be with Financial Industry Regulatory Authority (FINRA); 



3) All Investment Advisor firm representatives conducting investment transactions on behalf of the City must 
be licensed to do business/ trades in the state of Oregon; 

4) An engaged Investment Advisor must provide notification within 30 days of any formal investigation or 
disciplinary action initiated by Federal or State regulators. 

D. Governing Authority-- Funds of the City will be deposited and invested in accordance with statutes, ordinances, 
and policies governing the City of Corvallis and will be in compliance with the provisions of Oregon Revised 
Statutes (ORS) 294, and other applicable statutes. Investments will be in accordance with these policies and 
written administrative procedures. Investment of any tax~exempt borrowing proceeds and of any debt service 
ftmds v.rill comply with the relevant provisions of the Internal Revenue Code of 1986, as amended. 

10.08.060 Standards of Care 

A. Investments shall be made with judgment and care- under circumstances then prevailing which 
persons of prudence, discretion, and intelligence exercise in the management of their own affairs, not for 
speculation, but for investment, considering the probable safety of their capital, as well as the probable income to 
be derived. Investment decisions shall be made within the objectives outlined in this investment administrative 
procedure. 

The standard of prudence to be used by investment officials shall be the "prudent person," as described above, and 
shall be applied in the context of managing an overall portfolio. Investment officers acting in accordance with 
written procedures and exercising due diligence shall be relieved of personal responsibility for an individual 
security's performance, provided that deviations from are reported in a timely fashion, and 
appropriate action is taken to control adverse developments. 

10.08.070 Administration and Operations 

A. Safekeeping and Collateralization 

1. Safekeeping Custodial Bank: Investment securities purchased by the City will be delivered by book entry and held 
in a segregated account for the City's benefit by one financial institution designated as custodian. The purchase 
and sale of all securities will be on a delivery-versus-payment basis. 

2. Collateralization of Re-purchase agreement collateral is limited in maturity to three 
years by ORS and should be priced according to the adopted policy of the Oregon Investment Council: 

United States Treasury Securities 
"' '"" 

United States Agency Discount and Coupon Securities 

102% 

102% 

The City further limits the allowable collateral to only US Treasury securities and US Agency securities. Mortgage 
Backed and other securities are not allowed. 

All re-purchase agreements require a master re-purchase contract with the approved broker dealers. 

3. Collateralization of Certificates of Deposits and Bank Deposits: At a minimum, time deposit open accounts, 
Certificates of Deposit and savings accounts shall be collateralized through the state collateral pool for any excess 
over the amount insured by an agency of the United States government in accordance with ORS 295. All 
depositories must be on the State of Oregon's qualified list. Additional collateral may be required if staff deems 
increased collateral is beneficial to the protection of the monies under the City's management. T11e City will report 
annually to the Oregon State Treasury the financial institutions that are transacting business with the City as 
required by ORS. 

B. Internal Controls 

The Finance Director shall maintain a system of written internal controls, which shall be reviewed by the independent 
auditor, who shall provide an annual review to assure compliance with ORS and the City's policies and procedures. 
The controls shall be designed to prevent loss of public funds due to fraud, error, misrepresentation, or imprudent 
actions. The internal controls will be updated at a minimum biennially or as necessitated by system changes. 

10.08.090 Qualified Institutions 

A. The City shall maintain a listing of authorized broker/ dealers and financial institutions which are approved for 
investment purposes. The list will be shared with the ASC when changes are made. Approval of Qualified Institutions 
can occur in one of the following three circumstances: 



1. Investment Advisor Approved List 

If the City has an Investment Advisor, the Advisor shall provide a list of brokers/ dealers which the Advisor has 

vetted for meeting ORS standards for local government investments. 

2. City-Approved Broker/Dealer List: 

If the City does not have an Investment Advisor, the Finance Director may create and maintain a broker/ dealer 
list using the following criteria: 

a) Broker/ dealers must have a branch located in Oregon. b) The broker/ dealer must routinely provide 
services to public entities in Oregon and be knowledgeable of Oregon governmental investments statutes and 
the City Council's Investment Policy as well as the City Manager's Investment Administrative Procedures. 

c) Brokers/ dealers must complete the Broker/Dealers Questionnaire and Certification. 
d) Broker/ dealers must be approved by the City of Corvallis Administrative Services Committee at the next 

quarterly meeting before conducting investment business with the City. 
e) An updated Broker/Dealer Questionnaire will be mailed to each firm annually and should be completed and 

returned with audited annual fmancials. Failure to complete the updated questionnaire in a timely manner will 
lead to removal from the approved list. 

f) Any broker/ dealer that is on the authorized list may be removed from said list if the has not 
purchased from that broker/ dealer during a period of three years.g) Any broker/ dealer may be 
removed from the approved list at any time by the Finance Director based upon news or knowledge of 
inappropriate behavior by said dealer, or for any other reason with which a quorum of Council members 
concur. 

3. Financial Institution : 

The State of Oregon Treasurer's Office maintains a list of all fmancial institutions for deposits and certificates of 
which are approved for local government investment purposes. Any financial institution on the 

Treasurer's list shall be acceptable for City investment purposes. 

10.08.100 Authorized and Suitable Investments 

A Legal Investments 

All investments of the City shall be made in accordance with Oregon Revised Statutes Chapter 294. Any revisions or 
extensions of this chapter of the ORS shall be assumed to be part of this Investment Policy- immediately upon being 
enacted, and will be formally incorporated at the next annual update of this policy. 

B. Suitable Investments (Specific Types) 

Government Sponsored Enterprise 
or US Obligations 

Commercial Paper 

US Government Agencies, Government Sponsored Enterprises 
(GSE's) Corporations or Instrumentalities of the US Government­
Federal Instrumentality Securities include, but are not limited, to 
Federal National Mortgage Association (FNMA), the Federal Home 
Loan Mortgage Corporation (FHLMC), Federal Home Loan Banks 
(FHLB), and the Federal Farm Credit Banks (FFCB). (ORS 
294.03 
Commercial Paper that is rated Al /Pl and has long-term bonds which 
have a minimum rating of AA- by Standard and Poors or Aa3 by 
Moody's or A.A- by Fitch. In the case of a split rating, (more than one 
rating provider), the lowest rating will be used as the criteria for 



Corporate Obligations 

Municipal Obligations 

Bankers Acceptance 

Certificates ofDeposit/Bank 
Deposit/ Accounts 

C. Investment Parameters 

1. Investment Diversification 

Corporate domestic bonds issued by a commercial, industrial, or 
financial institution registered with the Securities and Exchange 
Commission. Authorized cmporate bonds shall be limited to 
obligations of the United States dollar-denominated corporations 
organized and operating within the United States. The debt must be 
rated at least AA- by Standard and Poors or Aa3 by Moody's or AA- by 
Fitch at the time of purchase. In the case of a split rating, (more than 
one provider), the lowest rating will be used as the criteria for 
investing. A list of approved corporate issuers for purchases will be 
maintained and updated under the same mechanism as the 
Broker/Dealer list in Section 10.08.09. 
Lawfully issued debt obligations of the State of Oregon and its agencies 
or instrumentalities of the State of Oregon and its political subdivisions 
that have a AA- by Standard and Poors or Aa3 by Moody's or AA- by 
Fitch. In the case of a split rating, (more than one rating provider), the 
lowest rating will be used as the criteria for investing. (ORS 
294.03 
A short-term credit investment created by a non-financial firm and 
guaranteed by a qualified fmancial institution whose long-term letter of 
credit rating is at least AA- by Standard and Poors or Aa3 by Moody's 
or AA- Fitch at the time of 294.035 
Time-deposit open accounts, certificates of deposit, and savings 
accounts in insured institutions as defined in ORS 706.008, in credit 
unions as defined in ORS 723.006 or in federal credit unions, if the 
institution or credit union maintains a head office or a branch in this 
state. 294.035 
State Treasurer's local short-term investment fund up to the statutory 
limit ORS 294.810. 

The City will diversify the portfolio to avoid incurring unreasonable risks inherent in over-investing in specific 
instruments, individual financial institutions, or maturities. Diversification to avoid undue risk is achieved by 
varying the type of investment to ensure liquidity, investing in securities from several different financial 
institutions to reduce the chance of loss, and varying maturity length to ensure availability of funds to meet cash 
needs. 

2. Investment Maturity 

FHLB,FFCB, FHLMC, FNMA 40% 
other names - 1 0% 

a) The City will not directly invest in securities maturing more than ±ive (5) years from the date of purchase. 

b) The maximum weighted maturity of the total portfolio shall not exceed 18 months. Tlus maximum is 
established to limit the portfolio to excessive price change exposure. 

c) Liquidity funds will be held in the LGIP or in money market instruments maturing one year and shorter. 



d) Core investment fw1ds will be defined as the funds in excess of liquidity requirements. The investments in 
this portion of the portfolio will have maturities between one day and f1ve years and will be only invested in 
higher-quality and liquid securities that meet suitable investment criteria outlined in 10.08.100. 

e) Total Portfolio Maturity Constraints: 

f) to the maximum: Reserve or Capital Improvement Project monies may be 
invested in securities f1ve (5) years if the maturities of such investments are made to coincide as 
nearly as practicable with the expected use of the funds. 

3. Competitive Selection and Pricing 

The City shall seek coJmt>e1JltlV"e pricing when buying or selling investments, and will buy or sell the offer that 
nrc)Vl<ies the optimal for the risk of the term/instrument. 

a) A secmity with credit may be sold early to minimize loss of principal. 
b) A security exchange that would improve the quality, yield, or target duration in the portfolio. 
c) Liquidity needs of the portfolio require that the security be sold. 

d) As needed for 10.08.130(c). 

10.08.110 Prohibited Investments: 

A. Oregon Revised Statutes allow several other investment types for municipalities that are not appropriate for the City's 
portfolio and are not included within the scope of these administrative procedures, including: general obligation 
securities of the states of Idaho and California, share accounts and saving accounts in credit unions for a deferred 
compensation plan, life insurance and annuity contracts with insurance companies for funding deferred compensation, 
and trusts for deferred compensation. 

B. The City prohibits mortgage-backed secmities in the portfolio. 

C. Securities lending is prohibited in the City's portfolio. 

D. Private Placement or "144A" Securities. 

10.08.120 Investment of Proceeds from Debt Issuance: 

A. Investments of bond proceeds are restricted under bond covenants that may be more restrictive than the investment 
parameters included in this Policy. Bond proceeds shall be invested in accordance with the parameters of this Policy 
and the applicable bond covenants and tax laws. 

B. Funds from bond proceeds and amounts held in a bond payment reserve or proceeds fund may be invested pursuant 
to ORS 294.052. Investments of bond proceeds are typically not invested for re-sale and are maturity matched with 
outflows. Consequently, surplus funds within the scope of ORS 294.052 are not subject to this Policy's liquidity risk 
constraints within section 10.08.100 . 

. 10.08.130 Monitoring; Guideline Measurement and Adherence 

A. Monitoring·-- The Finance Director shall routinely monitor the contents of the portfolio, the available markets, and 
the relative value of competing instruments and will adjust the portfolio accordingly. 

B. Guideline Measurement-- Guideline measurements \\rill be market value of the investments. · 

C. Guideline Compliance 



1. If the portfolio falls outside of compliance with adopted investment policy guidelines or is being managed 
inconsistently with this Policy, the Investment Officer shall bring the portfolio back into compliance in a prudent 
manner and as soon as prudently feasible. 

2. Violations of portfolio guidelines as a result of transactions; actions to bring the portfolio back into compliance, 
and reasoning for actions taken to bring the portfolio back into compliance shall be documented and reported to 
the Administrative Services Committee. 

3. Due to fluctuations in the aggregate surplus funds balance, maximum percentages for a particular issuer or 
investment type may be exceeded at a point in time. Securities need not be liquidated to realign the portfolio; 
however, consideration should be given to this matter when future purchases are made to ensure that appropriate 
diversification is maintained. 

4. If a corporate bond is downgraded below corporate rating criteria established at purchase, the Finance Director 
will immediately notify the ASC members of the downgrade and provide an analysis and recommendation. The 
analysis will be reviewed at the next quarterly ASC meeting to document the decision in the meeting minutes. 

10.08.130 Reporting Requirements 

A. Annual Reports -- The Finance Director shall submit an annual statement certifying compliance with this 
Investment Policy to the ASC, noting compliance throughout the most recently completed fiscal year. This 
statement shall be filed as soon as practical, but no later than August 31 of each year. 

B. -- The ASC shall at a regular meeting, review the quarterly operating report (QOR) section on the 
investment portfolio as submitted by the Finance Director reflecting investment activity for each of the immediately 
pr(~Cedilllg three months, using the objectives outlined above. Should the report not be accepted, the report shall be 
revised accordingly by the Finance Director and resubmitted to the ASC at its next regularly scheduled meeting or 
sooner if requested. 

C. The Finance Director shall provide a Monthly Investment Report reviewing the compliance 
Investment Policy and providing data on investment instruments being held, as well as any narrative 

necessary for clarification. The Monthly Investment Report shall include summary information about all 
investments held in the portfolio as of the end of the month, and shall be issued and posted on the City's web 
site within 21 days after the end of the monthly reporting period. 
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Purpose 

It is the purpose of these investment administrative procedures to establish and 
provide guidelines for the safe and efficient management of City funds .:..=..:...=;...:.;.;..:......::.:....:..= 

policy guidelines set by City Council in CP 10.08 lnvestrnents. and the purchase 
and sale of investment instruments. The goal of the City Council's investment 
policy is to minimize risk and ensure the availability of cash to meet expenditures, 
while earning market rates of return by investing idle funds consistent with state 
an.d federal law and prudent investment principles. 

5.03.020 Governing Authority 

The governing authority for the investn1ent of public funds is found in ORS 
Chapter 294. Implementation guidance is provide by the Oregon State 
Treasurer's Office via the Oregon Short Term Fund Board and their related 
policies and procedures. 

The City Council adopts CP 10.08 Investment Policies as part of their overall_ 
Financial Policies to provide local guidance to implement state requirements. 

This Admi.nistrative Procedure further defines Council Policy directives for staff to 
implement 1n the actual day-to-day n1anagement of City monies. · 
Funds of the City \Viii be deposited and invested in accordance vvith statutes, 
ordinances, and policies governing the City of Corvallis and will be in compliance 
with the provisions of~ on. Revised Statutes (ORS) 294.035 through 294.04 8, 
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GRS 294.125 through 294.155, ORS 294.810, and other applicable statttte& 
~·I be in accordance with--tRe-se--p-&lfffies and vvritten administrative 
procedures. Investment of any tax exempt borrovving proceeds -afl.Ei-ef any debt 
service funds vvill comply vvith the relevant provisions of the--tfH:ernal Revenue 
~6, as ameneed, and regulations-adopted thereunder. 

5.03.030 Scope 

These investment administrative procedures apply to all cash-related assets 
included within the scope of the City's audited financial statements and held 
directly by the City. Funds held and invested by trustees or fiscal agents are 
excluded from these administrative procedures; however, such funds are subject 
to the regulations established by the State of Oregon. 

5.03.040 Objectives 

The City's investment objectives are defined by the City Council in CP 1 0.08. H-&tetl 
below. Safety, legality and liquidity are the primary objectives f­
secondary objective of return. 

a. Safety: Preservation of capital aAG-#le protection of investment principal, 
by implementing dfvefs+fication and risk m~ 

b. Legality: Confefmance Vlith Federal, S-tal:e,-aR-EI-ett:ler legal requirements. 

c. Liq tHG+ty: M a i nte n a nee of.....-sttffie-ienA1tt--+«l iq:t~~(..............te---A::}8€~---Gf>Bfi3t'in{J 
fe€ttJ.ife.ffiefl-ts by managing cash flovv requirements. 

El. Return: Attainment of a ma-Fket-rate of return throughoHt-btl:dgetary and 
economic cycles by implementing investment strategies. 

5.03.050 Standards of Care 

5.03.051 Delegation of Authority and Responsibilities 

a. 

a. Governing Body 
The City Council will retaH+-tl#~mate fiduciary responsibility for invested fund-s:­
The governing body \.Viii receive-FeF>orts, pursuant to, and \Nith sufficient deta.H 
tG comply vvith ORS 294.085 aoo 294.155. 

~9eleg.a-HGR-ef-Attt:Ref:ity 
The aut-hefi.:ty for invest~ty funds is vested '.!"lith the City Manager, \Nho, iA: 
turn, may designate the Finance Director as Treasurer to manage the day to 

Page 2 of 17 



9ay operations of the City~ment portfolio, ptaB&-pHffii:tase-effief&-aAG 
sell orders 'Nith dealer-s-fHlEI-fi.Aa-t=te-iaHRstitutions, and prepare repttfts-as 
~7 

+he Finance Difeetef, acting by authority of the-Gity Manager, is the 
+reasurer and, as such, is responsi~e for the da#y-a~ieR--ef 
iA\lestments by the Investment Officer(s) and shall evaluate all investmeffi 
~ies \;Vith respeet-te-t-Rese investment admiR:f.s.t-Fa-Hve procedUfe&.-

e-:--tAvestment Council 
+o-assfs.t the City Managef-in carrying-out the manag-H-fty-fof 
the investment program, the City Manager's Investment Council has beeR 
er-eat-ee-by the City-Gouncil through the Financial Policies, lnvestment-P-eH&y.:. 
+he Investment Council shall be-Gemposed of the City Maoo-ger, the Finanw 
Director, the City Attorney, and a citi~en~y-o.f-­
business ability. The City Council President, or the Council Vice~ 
the Council President is unable to serve, shall serve ex officio as a voting 
member. 

:r~Manage r's I rw-estr-Roof-GeH-A-GH-.4&-FeSf*tf1.Si.tHe--fef-a€Mse-w1t-h-r-e-c-vpest 
to investment decisions, activities, and the estaetisftfflBHt-Gf--wAtten 
administrative proceaures foF-the investment operations. Monitoring of the 
~ ... e--1-n-v-e-stment Coon-c-it-at-least quarterly and 
lJerified by the City's independent auditor at least annually. +he lnvestffiBRt 
Council shall ·revi~eports, in\lestment strategies, investmBftt 
fl.etd i ngs) banking re~at-ioos~s,-aOO-the--lega I ity and probity of i nvestffient 
activities. 

9. I nvestmeftt-M-vfsef 

5.03.052 

+he Finan~or may-en-ter into contracts 1Nith third party investment 
advisory. firms when such services are deemed to be beneficial to th:e-G+ty7 
+he aGv:is~~his Adm·ffiistFative lnvestmBH~~ay 
have authority to transact investments oo-beflalf of the City. The adviser-may 
only act on a non· discretionary basis. Therefore, the advisor must present 
investment recommendations and receive approval to execute the 
recommendaBefl-:fmm-t-Ae-F-ffi~or, or designee, prior to makiAQ-Gt~ys 
or .sells on behalf of the City7 

Prudence 

Investments shall be made with judgment and care - under circumstances then 
prevailing -which persons of prudence, discretion, and intelligence exercise in 
the management of their own affairs, not for speculation, but for investment, 
considering the probable safety of their capital, as well as the probable income 
to be derived. Investment decisions shall be made within the objectives outlined 
in this investment administrative procedure. 
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The standard of prudence to be used by investment officials shall be the 
"prudent person," as described above, and shall be applied in the context of 
managing an overall portfolio. Investment officers acting in accordance with 
written procedures and exercising due diligence shall be relieved of personal 
responsibility for an individual security's performance, provided that deviations 
from expectations are reported in a timely fashion, and appropriate action is 
taken to control adverse developments. 

5.03.053 Ethics I Conflicts of Interest 

Regarding ethics and conflicts of interest, officers and employees involved in 
the investment process shall refrain from personal business activity that could 
conflict with the proper execution and management of the investment program 
or that could impair their ability to make impartial decisions. Employees and 
investment officials shall disclose any material interest (excluding mortgage, 
checking, and savings accounts) in financial institutions with which they 
conduct business. They shall further disclose any personal financial/investment 
positions that could be related to the performance of the City's investment 
portfolio. Employees and officers shall refrain from undertaking personal 
investment transactions with the same individual with whom business is 
conducted on behalf of the City. Officers and employees shall, at all times, 
comply with the State of Oregon Government Standards and Practices code of 
ethics set forth in ORS 244. ~~o the Investment Council, and 
tJ-130n each annual revievv of this document,--ffivestment Councilors \Nil! sign a 
statement to the-effect they-t:l-ave-feaG-and agree to abtee by thi-s-IBVestmem 
/1(dministfat-lv~~ed polic~ 

5.03.060 Administration and Operations 

5.03.061 Safekeeping and Collateralization 

a. Safekeeping Custodial Bank: Investment securities purchased by the Finance 
Director will be delivered by book entry and held in a segregated account for 
the City's benefit by one financial institution designated as custodian. The City 
may use a third-party financial institution for safekeeping and custody, as 
deemed appropriate. The purchase and sale of all securities will be on a 
delivery-versus-payment basis. The custodian shall provide the City with daily 
access to account balances and transaction activity. 

b. Collateralization of Repurchase Agreements: Repurchase agreement collateral 
is limited in maturity to three years by ORS and should be priced according to 
the following adopted policy of the Oregon Investment Council: 
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United States Treasury Securities 

United States Agency Discount and 
Coupon Securities 

1 02o/o 

102% 

The City further limits the allowable collateral to only US Treasury securities 
and US Agency securities. Mortgage Backed and other securities are not 
allowed. 

All repurchase agreements require a master repurchase contract with the 
approved broker dealers. 

c. Collateralization of Certificates of Deposits and Bank Deposits: Time deposit 
open accounts, Certificates of Deposit and savings accounts shall be 
collateralized through the state collateral pool for any excess over the amount 
insured by an agency of the United States government in accordance with ORS 
295.018. All depositories must be on the State of Oregon's qualified list. 
Additional collateral requirements may be required if the Finance Director 
deems increased collateral is beneficial to the protection of the monies under 
the City's management. The City will report annually to the Oregon State 

. Treasurer, documentation of the financial institutions that are transacting 
business· with the City. The City will also provide contact information to the 
Oregon State Treasureey as required by ORS. Other investments shall be 
collateralized by the actual security held in safekeeping. 

5.03.062 Accounting Method 

The C,ity will comply with required legal prov1s1ons and generally accepted · 
ac<?ounting principles (GAAP). The accounting principles are those contained in 
the pronouncements of authoritative bodies, including, but not necessarily 
limited to, the American Institute of Certified Public Accountants (AICPA), the 
Financial Accounting Standards Board (FASB) and the Governmental 
Accounting Standards Board (GASB), as they apply to governmental entities. 

Except as provided for in Section 5.03.095, all City funds are combined to make 
investment purchases on a "pooled basis." Each City furid owns a proportional 
share of the City's total investment portfolio based upon the individual fund's 

· cash balance as a proportion of the total City cash. balance. No investment is 
identified with a particular fund. Investments are stated at cost or amortized 
cost on a "pooled basis." Gains or losses from investments will be credited or 
charged to investment income at the time of the sale. Interest earnings are 
distributed to the various individual City funds (excluding internal service funds) 
according to. the fund's proportional share of the total City cash balance. 
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5.03.063 Internal Controls 

The Finance Director shall maintain a system of written internal controls, which 
shall be reviewed by the independent auditor to assure compliance with ORS 
and the City's policies and procedures. The controls shall be designed to 
prevent loss of public funds due to fraud, error, misrepresentation, or imprudent 
actions. The internal controls will be updated at a minimum biennially or as 
necessitated by system changes. 

&.-03.064 External Controls 

-An external aH·Gitef--St:lall provide an aFtntJal independent revie\v to assure 
oompliance Vt'ith Oregon state lavv and the City's policies and procedures. 

5.03.070 

A. 

Transaction Counterparties, Investment i!,dvisers and DepositoriesQualified 
Institutions 

The City Council's Policy on Investments (CP 1 0.08) addresses the requirements 
for Qualified Institutions. To implement these requirements, Finance Department 
staff shall: 
a. Work with the Investment Advisor to understand and maintain the Advisor's 

list of qualified brokers/dealers, review the list when it changes, and provide 
information on all changes to the Administrative Service Committee (ASC); 

b. Maintain a broker/dealer questionnaire to provide to entities that contact the 
City directly and wish to be on the approved broker/dealer list; 

c. Take all new applications to be on the City's broker/dealer list to ASC at its 
next quarterly review; 

d. Work with the City's Investment Advisor to add approved brokers/dealers for 
12ricing opportunities when the City is in the market to buy/sell; 

e. Submit the questionnaire to all brokers/dealers which are on the City's list but 
not on the Investment Advisor's list for annual updates and review for the 
appropriateness of maintaining that entity on the City's list 

a-5-:+.0~-e3H.0+-~7L-~1c---Qblttuo-a~ens Broker/Dealer and Financial Depositories 

The City shaH-maffitain a listing of all authorized broker/dealers and finaneial 
institutions V'lhk3fl-afe appr-eveEJ.-fer investment purposes-:-

Any firm is eligible to apply to provide investment services to the City and will 
be added to the-H&t-Fef-efeR:eeG-aeev--He.Aa are met. Additions 
er deletfo.As--te-th.e-1-ist vvill be made by the Finance Director, then revie\NeEi---arui 

~ft~-
Selee:Hoo-Griteria for Broker/Dealer Approvai/-Removal if there is no Investment 
AGv-~~ontract (see part c.): 
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B----Bt:eker/dealers mt~st have a branch located ir-r-GFe§e&.-

ii) The broker/dealer must provide services r-oofi:A-t~ 
Oregon. 

iii) The broker/dealer must be knowledgeable of Or~overnmental 
+A-vestments statutes and the City of Corvallis' Invest-ment Policy. 

~kers/dealers must complete the-Bfek-effQ.ea-lefS-Q.tdesoonnaire and· 
Certification. 

Broker-/dealers must be-af>proved by the City of Corvallis Investme-n-t 
Council at the next~ly---Ai~fer-e-c-eR4ooUn~-A:vestfr-l&Rt 
business vvith tFie City. 

VH--+\Af--ld-ftffi3~l--t::Sfef~4:.-JE!a·lef-Questionnaire \Viii 00-maHe£1 to each fiFFA 
annually and should be completee and returned witfl-a-uGited annual 
f+Aancials to the Treasury Accountoot. Failure te-eefffplete the updated 
questionnaire in--a--Bmeiy-fRan-neF-Wi-lWea:G-te-remev-al-ffe~prov-ea 
W:'...A-: 

vii) . ,A,ny broker/dealer t-hat is on the City's authorized list m~a 
from said list if the City has not purchased from tR-at-bfek~aler during-a 
f)eriod of three years. 

viii) Any broker/dealer may be remov~pproved list at any time by 
the Finance Director or a~ Counci~~ 
KR-G~e of inapp-Fepriate befta.vffif-B.y-sa.f€1--Gea-ler, or for aRy other · 

· ~h a quOfUffl-ef-GooR.G.H members 8~ 

~ity Financiallnstittffion List: 

The City shall maintain a listing of all financial institutions for deposit-8--a-RG 
Gef#ficates of depes-its, vvhich are appro'led for investment ~oses. Any firm 
is eligible to apply to provide investment services to the City and \Nill be aGdOO 
to the list if the selection criteria are Rle-t---AGd-it-ie-Rs or deletions to the list vvill 
be made by the Finance Direet-Gf.-.tRen re\ffeweG--a-R€1-a~e~e 
lnvestm.ent Council. 

(i) Banks must be qualifieG-;3ttblic depo&He-Res as pFOScribed by Oregon Stat-e 
lavv (ORS 295.00~-to 295.1 08) and must meet or exceed the requireffieftts 
outlined therein. 

(i i) The bank must be kn ovvl ed§ea-bte--ef.-Gfeg on g eve rn rn e-n-ta-f---i.n.ver-teffis 
statutes and the City of Corvallis' In-vestment Policy. 
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~vestment Advisor /\pprovea-bi:&t 

If an investment ad:¥isor is authorized to transact buys and sells on behalf of the 
City, the advisor's dealer-list will. ee provided to the Finance Director and 
Investment Council for rev~e-vv and approva~ef-to being added to the City's 
authorized list. The City has the aeility to approve or deny broker/dealers from 
the aevisor's list at 'Nill, and not necessarily subject to criteria in part a. abo\le, 
and the advisor \Nil~ovide an updated list annually. Buys and sells may--Se 
tfaflSacted \Vitt-1 any dea1e~\lisor's list once approved, until/unless 
~ 

1 nvestment-Aevise-FS 

a. An Investment Adviser may be selecte9 by conducting a precess of due 
diligenc&.-

i-.. The follovving items are require9 for the approved Investment 
Advisors: 

(h-) The Investment Advisor firm must ee registered with the Securities 
and ExchaA§B-Commission (SEC) or licensed by the state of 

~ 
(ii.) ,~II Investment 1\dvisor firm representatives conducting investmen-t 

transactions on-behalf of the City must be registered 
representatives vvith Fifl.ancial Industry R~~ 
fFINR,£\); 

fHY All Investment Advisor fifm representatives conducting investment 
transactions on behalf of-the City must be l~#:le-state-ef 
GFe§jBfti-

{4v.) An-eAgaged Investment Advisor must provide notification within 
d-G-EJays of any formal imlestigatien-er disciplinary action initiatea 
by federal or state regulatOf&. 

f.hB. The Finance Director .J.tWe-Stment Officer(s) will conduct at least annual reviews of 
-engaged Investment Advisors to determine their continued eligibility within the 

guidelines of this policy. 

f.i.h.C. Should the City decide to seek or renew investment advisory services, it 
--shall be done through a Request for Proposal (RFP) process a minimum 

of every five years.-

5.03.080 Authorized and Suitable Investments 

A. The authorized investment types, parameters, and maturity of the City's portfolio 
are defin~d by the City Council in CP 1 0.08. 

B. The investment tyges that are sgecifically not authorized are identified in CP 
10.08. 

c. The investment of bond proceeds will follow the direction provided by City 
Council in CP 1 0.08. 

o. Staff responsibilities for authorized and suitable investments include: 
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5.03.081 

i. Ensuring the Investment Advisor knows about the City Council's authorized 
list of suitable investments. 

ii. Working with the Investment Advisor to test any considered purchase against 
the authorized limits to ensure that the individual purchase meets the 
authorized investment types, parameters, and maturity at the time of 
purchase. 

iii. Where possible, examine the portfolio for short-term activity whicl1 could 
cause the contemplated purchase to push the portfolio out of compliance for 
more than XX days. 

iv. 
Legal lnvestme-Ats 

All investments of the City shall be made in accorEiaoc-e-with Oregon Revised Statutes~ 
ORS 294 .035 (Investment of surplus funds of political subdivisions; approved 
investments), ORS 294.040 (Restriction on investments under ORS 294.035), ORS 
~1-3fr-f!nvestment maturity date , Witefi-eeH~iaJ 
officer including not committing to invest-toofls or sell-securities mo~ss 
days prior to the-a-n-1-set#ement};-ar:td ORS 294.805 to 294.895 (Local 
~me-nf-/Rvesf~-e¥J.8foos-Of extensions of-t.Aese sections-of the 
ORS sha+l-be assttmed to be 13'art of tt:ti&-+R-ve-stffi-e-nt Poli · · ·R@ 

eR-aBteth 

§.03.082 . Suitable Investments (SpecifiG Types) 

TYPE 
U.S. Treasury Obligation 

Government Speru;ered EAt~ 
Agency Obligations 

Commercial Paper 

~-e-vefFtffl€nt Agencies, . Government 
Sf>onsored Enterprises (GSE's) 
Ger~-aHe-As or I nstrume nta l-ffie.Ere4he US 
GoverRfReAt Federal l~tit-y 
Securities include, but are not limited to 
Federal N-atfeftal Mer-t§a§e 
Association ( F NMA+-:-, --Hr--H+----1"'-~H+-r:l~+---R.( 
Loan Mortgage Ce-Fporation (FHLMC), 
Federal---t=klme Loan Banks (FHLB), and 
the FeEieral Farm· Credit ·Banks (FFCB) 
~-2-94.-G ft 
Commercial Paper that is rated A1/P1 anEi 
f::las long term bonds V'lhich have a 
m-i-nimum rating of /\/\­
Poors or Aa3 by Moody's or M by Fitch. 
In the case of a split rating, (more than-&Ae 
ffi-Bflg provider), the lovlest ratir:t§--WH-1-be 
used as the crite{ · · 
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Ge-rf>·e-F-ate-~at~ Gefperate eomestie taenes isstJee ey a 
eemmereial, inEJystrial OF finaneial 
f.RstitYtions registeree ¥Jitl:l tl:le seetJ rities 
ane e*eAange eornrnissien. A~:~tl:lerii!ee 

OOFporate bonds shall ee limitee to 
ee+igat:i~a ~tates eollar 
EJ:e.A.eminated eor~eratiens Or§aRii!ed ane 
eperating wit !:lin tl:le ~nitee States. +l=le 
a-ebt--must ee rates at least AA ey 
Staneare and Peers, or Aa3 by Mooey's, 
or ,A,p.[ by ~itel:l at tl:le tirne of ra~:~rel:lase. In 
tl:le ease ef a sralit ratin§, ~more tl:lan one 
rating f3Fovieerj, tl:le lo\Nest rating )Nil I ee 
~;~see as tl:le criteria fer inl~testin§. A list of 
af3J3FOlJe9 eerraerate iss1:1ers fer rat~ret:lases 
will ee maintainee and updated Yndertl:le 
same meel:lanism as tt:le Breker;lQealer list 
in S.e.G3.Q7~c. 

MYnieif3al Ob~ioos HPNftJIIy issued debt eta l-igations of tl4e 
State of Oregon ana its a§eneies or 
~s of the State of 0~ 
ane its politieal stJeei}~{isiens tt:lat ~:lave a 
AA by Staneard anEJ Peers or Aa3 ey 
Moeey's or ,AA ey ~iteh. In the ease of a 
split rating, ~mere than one rat in§ 
p-rovieer), the lo}Nest ratin§J }•6t{ill ee ~:~sed as 
ttle sriteria for investing. [OR-S 
294 .G35(3)(b)] 

b:awfH!Iy issuee eeet OBligations of the 
VVashington anti-political stJ99ivisiens ef 
those states if tt:le oeli§ations ~:lave a AA 
ey StanearEJ anti Peers OF )A(a2 ey Meeey's 
er AA ey ~itBR. In the case ef a split rating, 
(rnere than one rating ~reviser), tt:le lo)A{est 
rat in§ )i16Jill ee usee as tt:le eriteria for 
fHVe&HAg. [GRS 294 .G35(3HeH 

~-e-FS-Acceptance A shaFt terrn eree~atee by 
a non financial firm ane g ld a ra nteee ey a 
Ejl:lalifieEJ finaneial institldtien VJRese lOR§-

term letter of ereEJit rating is atleast A:A ey 
~tandard ane Peers, or Aa3 by Mooti:fs, 
er ,A.A. by ~iteR at tt:le tirne of p u r.eR-ase-s 
rf"\OC '11'iA f"\-':lh./'2\/h\LL'l \1 
'""I'-""' -.v ...., ..., .., I\ I 'I. 

I Geffifi-cak;:::. "'f 1\"'"00t/ Bank +ime Etepesit ef3en asee~:~nts, seFtifisates ef ...... ....., ...... ,..... 
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GeposiUSavings--Aeeetlftts Ge~t-aAG---s~-su-r-00 
institt:Jtions as eefinee in GRS 70€LQQg, iA 
6feeit t:JniOI=lS as 9efine9 in GRS +2~.0Ge 
0f in federal creeit uni~t:+e-H:lst.ffi:tt~eA 
er credit union maffitains a Fleas effiGe or a 
bf:ancl:l in tl:lis stat&.--{GRS 294 .Ode(~He)] 

beeal Gevernffient lnvestffient Peel State treast:ue r' s local sooFI: term 
ffives-tm e nt ft~B€4--H·p te tl:le statut~ 
per GRS 294 .@~ 0 

5.03.090 Investment Param-et€fS 

5.03.091 Investment Divers+fiea.:tffiR 

+l:le ~inanee Qireetor will EJiversify the J3GF#oUo-t-e-ave.fa-i-~-tJ n reasenae-le-fisks 
inl:lerent in over investing in spee#ic instr-Hfflents, individual-H~ftutions, or 
maturities. Qiversificatien to-a:veiG-tmtl-t~e risk is--aGI:tielJeG--9y--vaF)ti R § tl:le ty~ 
Hwestment to enst~re ~ity, investin§ in securities from several eifferent financial 
institutions to ree~:~ee tl:le cl:lance of loss and varying 111atu rity-leR:gtl:l to ensH-re 
availasility of ft~nEis to meet easl:l neeEis. 

I tssu ...... T,,..,....,. 
.., ., .... -. Ma~m-r+-FI-eklffigs Ma-*:4-mt:J....... ........ .. • .......... f ...... 

,. ... r--· ·--- -· 

I bJ.S. +reas~..!ry Qh•·-~4-· .... WG-% Nooe I 

I 
GSE's Agency Securities WG-% 4Q%, F~bB,FFGB, P:~bMG, 

P:NMA; ~ 0~~ Gtl:ler names 

I Gemmercial Paf*7f +Q-% 5% 

I Gerperate Benes +Q-% B9k 

I M..! t; is~;:: 2 t-B-e-A:Gs +Q-% 5%-

I Banl.:;;er's Aecerataooe +Q-% 5%-
Gertificates of Qepesitl ~ 4-5-% 
Bank DepesiUSavings 
Accounts 

I GS+P: bGIP P:~:J.ne GRS ~94 bimit 

5.03.Q92 Investment Maturity 

a. +l:le Gity vvill net eireetly invest in securities maturing mere tl:lan five (5) years 
fren1 the eate ef purchase: 

b. +l:le ma*imum \¥eigRtee--mat-ttt#y-ef-tRe-te-talj:)ertfelie sl:lall nat - ~--..J "'Q .....,....,nfhc ...., .... ~· ,..,. 
+rus-maximum is establisl:lee te limit tl:le portfelie--te-excessive price cl:lange expesbtf&.-
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c. Liqt~idity ft~nds '.Nill be held in the State Pool or in money market instruments 
matt~ ring eRe year an~oFt-ef: 

d. Core investmeRt-fHRd-s--wH-1-ee-Ge:fined as the funds in excess of liquidity 
requirements. The investments in--this portion of the portfolio '.Nill have maturities 
betvveen 1 day and 5 years and vvill be-enly invested in higher quality aA€1-~ 
securities. 

e. Total Portf-f#i&-Maturity Constraints: 

YA-der 30 d-ays 
Y.nder 1 year 
-l-:J.OO e r 5 years 
V\1AM (vveighted average matttffiyj 

W% 
2-5-% 
WQ.% 

1.5 years 

f. Exception to the 5 year maturity maximum: Reserve or Capital Improvement 
P-roject monies may-Be invested in securities exceeding five (5) years if the maturities of 
WGA-tnvestme-Ats are made to coincide as nearly as pr:ae-tiBable \Nith the expected use 
of the funds. 

5.03.093 Competitive Selee#o-n--and Pricing 

a. Before the City invests any surplus f-tHlds or divests of investments prior to 
mattffity,ee-mpetitive bids to sell or offers to buy sAaU-ee-ebtained from a minimum of 
tHree authorized brokers/dealers. If a specific maturity date is required, either for GaSR 
flew- purposes or for eenfe.Frnance to mat~§ltl-idelines, bids \Viii be requested fef 
ffistruments v.rhich meet-the maturity-Fe(1tt-ife.m-em. If no specific maturity is required, a 
market trend (yield curve) analysis wi·ll be conducted and utilized in conjunction vvith an 
analysis of economic trenEis to deteFflline vvR-iB-h---fR.aturities vvould be most 
~eous. ¥ield curve analysis vvill also be eE>fiGtlcted to determine economics of 
ffive.s:ting of existing investments pfiGr-to maturity. 

b. Bids/offers \Hill be FetfHested from financial institutions for various options Ylith 
regard to term and instrument. The City 'tvill accept the biEI/offer ' .. vhich provides the 
~riGe V'lhen selling securities ef--ffi.vesting funds vvithin the scope of these 
aGmffi.i-strative procedures. Purchases shal-l---9-e----ln compliance vvith in\lesffi:t·effi 
aEim-frustrative procedures at the time of purchase-: 

c. Resef4s-wrn-ee-kept-ef-:.tfl.e-bk1sfe.ffers made, the bid(s)/offer(s) accepted, an4-a 
ooef explanatioo-e-f----the decision \Nhich \vas made regarding the investment. The 
ffivestment Council Vlill be ad-\fi.s.ed--ffi--e relevant monthly report of any sale of 
investmef1t(s) prior to FA-atttf~ty, inclu-EHB§-Geta-H-s of the competitive bids made and tA:e 
awaFG-deBision criteria. 
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d. Securities shall generaUy-lae-f:ltHtJ-l:l:ftti-1-ma-tHfity vlith tAB-following e*Be-~ 
i. 1\ security with declining cred+t-R:ta-y-9e--setd-eaRy-te-FAffiimize loss of principal. 
ii. Asecuritye~angeth~Y~~~ 

~ 
ffh. biqt#€1-ity--Aeeds of ~io requif&-#tat-the-security be soiEh 

€3.03.094 Prohibited Investments: 

a. Oregon Revised Staf:trtes allow seveFal other---+Avestment types for 
municipalities that are not appropriate for the City's portfolio and are Ret 
included \Vithin the scope of these administrative procedures, includiAg-: 
general obligation securities ef--t1=le-states of Idaho and California,--&Aare 
accounts and saving accounts in credit unions for a deferred compensation 
plan, life insurance aA€f.--a.Roo#y-eontracts 'Nith insurance companies for funa~Rg 
Gefefr~iefl,-anEi-tFUSts--fef-Geferred compensation. 

b. The City ~~age-9-aBketi-sectJ-Fffies in tRe-f3-8-Ftfe+ie-:-

c. Securities lending is prohibitee-in the City's poftf~ 

d. Private Placement or "144A" Securities. 

~95 Investment of ProGeeds from Deb~ 

a. Investments of bond proceeds are restricted under bond covenants that may--be 
more restrictive than the investment parameters inclu~pe~oo 
proceed~ shall be invested in accordance vvith the parameters of this policy-aA-9 
the. applicable bond covenants and ta*-~w&.-

G-:- Funds from bond proceeds aA9 ke-sefV&-ef 
proceeds fund ma~UFSua-nt to ORS 294.052. Investments of 0000 
proceeqs are typically not iR-Vested for resale and aFe-FRaturity mat~H-h 
outflows. Consequently, surplus funds with~ORS 294.052 are not 
wbject to this policy's l+~k cons~ section 5.03.0Q2;. 

5.03. 100 Monitoring; Guideline Measurement and Adherence 

5.03.1 00.01 Monitoring 
a. Finance Department staff will work with the City's Investment Advisor to 

monitor the City's portfolio 

5. 0 3. 1 00. 02+1 ....,..--.--t::GttdUHtititteffilirrtntte~l\rftt4 e~a~s:rnUH-1F8=Hm~et-H:nt 

Guideline measurements will be market value of the investments. 
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5.03.1 025.03.100.03 Guideline Compliance 

a. If the portfolio falls outside of compliance with adopted investment policy 
guidelines or is being managed inconsistently with this policy, the Investment 
OfficeF Finance director shall bring the portfolio back into compliance in a 
prudent manner and as soon as prudently feasible. 

b. Violations of portfolio guidelines as a result of transactions; actions to bring 
the portfolio back into compliance and; reasoning for actions taken to bring the 
portfolio back into compliance shall be documented and reported to the 
Investment CounciiAdministrative Services Committee. 

c. Due to fluctuations in the aggregate surplus funds balance, maximum 
percentages for a particular issuer or investment type may be exceeded at a 
point in time. Securities need not be liquidated to realign the portfolio; however, 
consideration should be given to this matter when future purchases are made 
to ensure that appropriate diversification is maintained. 

d. If a corporate bond is downgraded below corporate rating criteria established 
at purchase, the f.Einance dDirector will immediately notify the investment 
GOOftGH-ASC members of the downgrade and provide an analysis and 
recommendation.- Action may be taken by the Finance Director to immediately 
address the downgrade. The analysis, recommendation, and review of the 
actions taken-_ will be reviewed at the next ASC quarterly meeting to document 
the decision in the meeting minutes. 

5.03.103 Monitoring and Adjusting the Portfolio 

The Finance Director shall routinely monitor the contents of the portfolio, the 
available markets, and the relative value of competing instruments and will 
adjust the portfolio accordingly. 

5.03.110 Reporting Requirements 

5.03.111 Annual Compliance: 

The Finance Director shall submit an Annual Statement of Compliance with 
Council Investment Policy to the ffives.tmefi~ASC, noting compliance 
with Council policies. -This statement shall be filed as soon as practical after 
each year end, but by no later than the date specified in the Council Financial 
Policies. 
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I 

5.03.112 Procedure Revisions: 

The Finance Director shall submit the written investment internal control 
procedures to the ffivestffieflt Couns+l-ASC when significant revisions are 
made. 

5.03.113 Reporting: 

of the end of each calendar month on the City's website for public consumption. 
At a minin1um, each n1onthly report shall include: 

.:_ __ .)3_Qg k_Ya I ~-e~ 
:. __ Q~JJ~!1LI~d?..rk~,t:£glkle~, 

Total Value of Fund~. 

5.03.??? The Finance Director shall provide the ASC ~-A-VeS-tmeRt-Getffie4+-with a 
Quarterly Investment Report reviewing compliance with the City Council's 
Financial Policies and these investment administrative procedures and 
providing ·data on investment instruments being held, a liquidity analysis, a 
strategy review for the coming period as well as any narrative necessary for 
clarification. In additien,--a---MeR-t-A~y Investment Report shall be issued \.vithin 21 
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days after tAe end of the--meflthly ref)orting f)eriod. i\t a mif+imHm, the follovvffi.§ 
· · vided foF-eaSI-1--i-ffilestment or sec-lffity:.;. 

9:7=Me~R~Ft 
~-~R~ 
-~4;&ld-€f~-ef-J€iea!e~if.loo€ta1=-~tA-s#ii:i,W.7J~--@A oaeM-F.a~@-Fl 

~ma~-~&€tf:=tR~t%=f}@Ftf.s-#€F~kl-4~1%l GA~~~ 
"'==,w.Wo~~~~Pfl=tg matur:i:~ 

----lf-¥¥est~oot~v4,t'Y=fptt·Fe~aw&=aFt~t~~ 

w~t~~~rt 
~~ffi~ti 

T-€}tQWa~~€f.f=F-t~H€1~ 
-~-~-~OO.Rtag&yt@-l€i=€>f1=fiffl=Hf.l~H-il@€!=basi€F, 

p~~f.l~oo 

~€>f-meH¥J~-@F@=~·¥l-V~~tcS=relattvo to th~oo~~J:~ 

&: _ --QuaFte·F-1-y--Re~ 
Liquidity analysis-;. 

~GFR-pliance monitori~ 
Strategy Review 

5.03.114 Performance Evaluation 

a. The overall performance of the City's investment program shall be evaluated by 
the ASC~nvestment Coune+l at the scheduled quarterly meeting using the 
objectives outlined in the City Council's Policy 1 0.08se administrative 
f)ffiBeGur-€-S. 

b. The monthly performance of the City's portfolio shall be measured by 
comparison to appropriate benchmarks for each of the maturity sections in the 
investment fund. 

2 -+nftwtrta8.fm-aH4-Eiewmetttati-eH--ef-detffil&-e-l.:..tll&e-f}fR-pel-iti-ve--Hfl:e.rs-made-a-n4-tht-~si-s-ien-ef4~1e-s 
f:>FHJH{}+WtaF-i-lif-we~~-kte~e-tH-cl+westtn€·H-t-Geune-i-~Eit+e-st-
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i. Benchmark for Total Funds - LGIP State Pool 
ii. Market Benchmark for Investment Funds - Bank of America-Merrill 

Lynch Treasury 0-3 year Index 

5.03.115 Adoption 

5.03.116 

These investment procedures may be reviewed by the Investment~ 
ASC and the Oregon Short-Term Fund Board prior to approval by the City 
Manager.- Adoption of these procedures supersedes any other previous 
administrative procedures regarding the City's investment management 
practices. 

Revisions 

ORS 294.135(a) requires the annual re-adoption of a written investment 
policy by the governing body when investments having a maturity longer 
than 18 months are allowed. -Therefore, these procedures shall be 
reviewed and re-adopted annually by the ffivestment CounciiCity Manager 
concurrently with the City Council's annual review of its Financial Policies. 

Reviewed and Concurred 

James Patterson, City Manager Date 
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MEMORANDUM 

February 13, 2014 

TO: 

FROM: 

SUBJECT 

Administrative Services Committee 

NMcy Bee~, Fin'"" Di<octm ~\b 
Second Quarterly Operating Report 

I. Issue 

To review and accept the Second Quarterly Operating Report for l:,Y 13-14. 

II. Discussion 

The Second Quarterly Operating Report (QOR) has been published on the City's web site and is available for review. At 
the end of the second quarter of the fiscal year total revenues are nearly 56% of budget compared to about 61% tllis 
time last year. The FY 12-13 total revenues were lligher year-to-date than tllis fiscal year due to the second quarter debt 
refunding amount of $11,485,000. All operating revenue categories are, with the exception of property taxes and 
miscellaneous revenue (business energy ta.x credits specifically), higher across the board in FY 13-14. 

Operating expenditures across departments were roughly as expected and comparable to the prior year at about 44% of 
the amended budget. \Xfhile vacancies persist across all departments except Library, personnel service costs are still 
running close to 48% of budget at the half-way point in the fiscal year, primarily due to higher overtime and temporary 
staff needed to continue basic servi.ce provision. As of the end of the second quarter, the City had just over 30 unfilled 
FTE (this excludes three tmbudgeted police officers and 6.49 Parks Seasonal FTE's). Sixteen of the vacancies were in 
Public Works. All but four of these positions are on hold for recruitment as management considers future plans, 
particularly in view of the number of significant retirements this past quarter and in coming months. 

In summary, financial performance in all funds is generally at expected levels, and the noteworthy situations have not 
changed significantly from last quarter: 

)> General Fund- The large property ta.x refund paid in July in respect of H-P has resulted in FY 13-14 year-to­
date net receipts that are about $350,000 lower tl1an last fiscal year at tllis time. Since tllis situation was known 
prior to budget adoption, second quarter total revenues are only slightly below last year's levels on a percentage 
of budget basis. Most otl1er General Fund revenues are coming in at or lligher than budgeted levels so far tl1is 
fiscal year, although Municipal Court fines continue to lag the budget target, and are only slightly ahead of last 
fiscal year. Now that both Milllicipal Court and the Police Department are close to fully staffed, some 
improvement is expected in the latter half of the year. Second quarter miscellaneous revenue receipts are lligher 
in FY 13-14 by the $636,000 received by tl1e Library from the Friends of the Library fund-raising donation for 
the purchase of tl1e Fenner Building. On the expenditure side, Parks & Recreation typically has lligher 
personnel service costs through the second quarter of the fiscal year tl1an a 50% target at quarter end would 
indicate, due to seasonal hires for summer programs, including outdoor aquatics. However, Finance (Mrnlicipal 
Court), Fire and Library are running much closer tl1an normal to ilie 50% expended level due primarily to 
overtime/temp wages to cover vacancies. 

)> Street, Utility and Parks SDC Funds, as well as the Development Services Fund are all seeing substantial 
increases in SDC revenue and other development and plan revi.ew fee and charge for service revenue. OSU and 
Good Samaritan Hospital, as well as several other commercial projects have created a spike in these revenue 
sources that is helping improve fU11d balances. However, due to tl1e dedicated nature of SDC funds in 
particular, this does not necessarily help wiili cost of ongoing operations in any of these funds. 

)> The two large snow storms (one of which was subsequent to quarter end) are having a fiscal impact on the 
Public Works department in particular with extra hours and overtime costs. The Street Fund is being closely 
monitored to ensure that sufficient funding is available to cover iliese tmexpected costs, and more information 
about this should be forthcoming at tl1e end of the tlllrd quarter. 

)> The negative cash position in the Commrnlity Development Revolving Fund was still in the $144,000 range at 
quarter end, but has improved somewhat as of tl1e writing of tllis memo due to some unanticipated loan 
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payoffs. However, these create a different issue for the Fund as these program revenues must be spent first for 
certain otherwise grant reimbursable expenditures. Staff continues to monitor and plan for a solution for the 
fiscal health of this Fund by late spring. 

Attached to this memo is the executive summary for the Second QOR (Attachment A) and the General Fund income 
statement (Attachment B). The executive summary includes some basic economic information, an analysis of any 
significant variances from expected financial performance, an income statement for all funds combined, and a summary 
of operating expenditures by fund and by department. The summary also includes a table showing all the budget 
amendments approved so far tlus fiscal year by the City CounciL These amendments all have the effect of increasing 
total appropriations for the City above what was in the adopted budget. 

The Capital Project budget is roughly 29% expended at the end of the second quarter. Capital project work and the 
related spending tend to fluctuate each year, with delays causing carryovers to future years or savings on conservative 
budgeting typically resulting in much less than 100% of budget being accomplished. The following projects were 
essentially complete as of the end of the second quarter: 36th and Grant water pump station; five sanitary sewer lines 
were replaced on 21st Street between Harrison Boulevard and Polk Avenue, as well as a line in Johnson Avenue between 
28th to 30th Streets and at Walnut Boulevard and Glenridge Drive; reconstruction of lOth Street between Buchanan and 
Grant Avenues; construction of all segments of the Corvallis to Albany Trail within city limits; Storm Drain replacement 
construction based on FY 12-13 project designs; the \V'illamette Park Rotary shelter; and installation of playground 
equipment and other improvements to Tunison Park. 

This Quarterly Operating Report also includes an update on the status of City Council Goals as of December 31, 2013. 

III. Requested Action 

Review the Second Quarterly Operating Report, and recommend the City Council accept the report. 
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SECOND QUARTERLY OPERATING REPORT 

FISCAL YEAR 2013-2014 

EXECUTIVE SUMMARY 

February 13,2014 

The Quarterly Operating Report is produced and published on the City's web site within 45 days of the 
close of each fiscal quarter based on Financial Policy 10.04.050, then shared with the City Council's 
Administrative Services Committee to provide citizens, the Budget Commission, and City Council 
with information about the City's financial performance for the quarter. 

This Executive Summary provides highlights of the City's financials. The remainder of the report 
covers: 

• The revenue and expenditure performance for each of the operating funds in an income 
statement format that includes operating and non-operating revenues, expenditures and total 
fund activities. 

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

• Capital Improvement Program (CIP) status report on the various projects underway year-to­
date; and 

• An update on City Council Values and Goals. 

The FY 13-14 budget was prepared and adopted during challenging economic times and in a highly 
fiscally constrained environment for the City. The second quarter has seen some more distinct 
improvement in the economy, and in particular the stock market, however the jobs situation remains 
tenuous. Property values have been rising slowly, however development continues to be more 
commercial than residential focused. Demand for most City services continues to be strong, which in 
the face of the relatively flat, and in some cases declining, revenue streams continues to have a 
negative impact on fund balances across the organization. While November saw the passage of a 5-
year City operating levy, the funds will not be available for another year and are primarily for very 
specific services or programs. 

The Federal Open Market Committee (FOMC) December press release suggests that the economy has 
continued to expand at a moderate pace since it met last quarter. Although labor market conditions are 
showing some signs of improvement, the unemployment rate continues to be elevated and job growth 
rates were disappointing at calendar year-end. Corvallis continues to fare better than the State and the 
Nation as far as its unemployment rate. Advancements continue in household spending, however the 
housing sector has slowed in recent months due to an increase in mortgage interest, but expectations 
are that mortgage rates will remain relatively favorable and home values will continue to climb. The 
FOMC sees some progress in economic activity and labor market conditions since it began its asset 
purchase program over a year ago to promote broader economic strength, and thus began tapering its 
purchases shortly after the second quarter ended. Based on its current assessment of labor market 
conditions, inflation pressures and expectations, and readings on financial developments, the FOMC is 
expected to maintain the federal funds rate in the 0% to .25% range even if the unemployment rate 
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declines below its goal level of 6.5%, especially if projected inflation continues to run below the 
committee's longer-run objective of2%. 

The City's financial performance through the second quarter of the fiscal year generally has been as 
expected. Revenue and expenditure timing is close to historical patterns (i.e., Parks & Recreation 
usually spends more than 25% of its budget in the busy summer months; the majority of Property Tax 
revenue is received in the second quarter as seen in this report). Charges for Services, including 
System Development Charges (SDC), is higher in FY 13-14 year-to-date, driven largely by 
development project application fees, which contributed over a $1 million increase compared to this 
time last year and a greater percentage of budget overall than forecast. Miscellaneous revenue received 
is less than last year since Transit Business Energy Tax Credits received during the second quarter of 
last year will not be received at all in FY 13-14. Other Financing Sources relating to the refunding of 
three utility-backed loans in the Water and Wastewater Funds were also recorded in FY 12-13 and will 
not occur in FY 13-14. 

At the end of the second quarter, total expenditures are 43.75% of budget, and operating expenditures 
are approximately $369,330 lower than last year's spending levels driven primarily by less capital 
outlay and special projects (i.e., fewer vehicle replacements have been made year-to-date) when 
compared to the first half of FY 12-13. Community Development CDBG/HOME grant-related 
expenditures are higher through the first half of the year compared to last year at the same time. Grant 
funding was provided for seven non-profit agency activities through the CDBG Human Services Fund 
and one CDBG grant for Microbusiness program funding for Linn-Benton Community College. Ten 
loans and eight grants have closed in the second quarter, so related payouts are expected to pick up in 
the latter part of the year. 

The following table compares year-to-date actuals with budget for all funds in both FY 13-14 and FY 
12-13: 

AMENDED 2nd Quarter UNAUDITED FY 13-14% AMENDED 2nd Quarter Y-T-D FY 12-13% 
REVENUE BUDGET FY 13-14 FY 13-14 REC/EXPEND BUDGET FY 12·13 FY 12-13 REC/EXPEND 

Budgeted Fund Balance $36,856,854 

Property Taxes $21,994,360 $21 ,57 4,802 $20,263,485 92.13% $23,904,680 $20,476,224 $20,618,908 86.25% 
Other Tax 1,372,600 389,826 654,416 47.68% 1,270,650 368,782 622,851 49.02% 
Licenses/Permits 9,079,840 2,177,240 4,090,270 45.05% 8,740,150 2,024,387 3,743,452 42.83% 
System Development Charges 3,266,130 764,559 2,137,357 65.44% 1,989,780 621,716 1,083,887 54.47% 
Charges for Service 38,746,760 9,761,349 20,718,551 53.47% 37,738,370 10,237,976 20,033,741 53.09% 
Intergovernmental 17,319,344 4,458,420 6,117,359 35.32% 17,335,633 4,838,493 5,722,108 33.01% 
Fines/Forfeitures 1,202,630 287,359 545,728 45.38% 1,283.410 282,102 539,667 42.05% 
Miscellaneous 3,504,460 1,130,352 1,680,158 47.94% 2,767,850 1,679,760 2,014,053 72.77% 
Other Financing Sources/Transfers in 19,695,047 4.238,689 8,825,252 44.81% 24,023,308 16,464,199 18,583,831 77.36% 
TOTAL CURRENT REVENUE $116,181,171 S44, 782,595 $65,032,577 55.98% 5119,053,831 $56,993,639 $72,962,498 61.29% 

EXPENDITURE BY DEPARTMENT 

City Manager's Office $3,297,010 $664,820 $1,919,080 58.21% $3,302,670 $518,647 $1,669,931 50.56% 
Community Development 7,919,050 1,504,800 3,231,840 40.81% 7,506,640 1,381,795 2,611,099 34.78% 
Finance 5,005,060 1,221,392 2,328,786 46.53% 4,790,210 1,119,732 2,292,150 47.85% 
Fire 10,485,960 2,495,024 5,158,165 49.19% 10,455,220 2,541,018 5,034,197 48.15% 
Library 6,524,140 1,415,271 2,829,505 43.37% 6,054,010 1,473,657 2,856,325' 47.18% 
Park & Recreation 6,181,860 1,341,344 3,075,441 49.75% 6,080,310 1,250,117 2,859,804 47.03% 
Police 13,403,410 2,996,187 6,237,087 46.53% 13,031,970 3,063,720 6,443,161 49.44% 
Public Works 30,709,350 5,909,981 12,159,311 39.59% 29,744,922 7,112.145 13,342,286 44.86% 
Non-Departmental 1,482,220 283,345 626,551 42.27% 1,512,927 474,749 826,144 54.61% 
TOTAL OPERATING EXPENDITURES $85,008,060 $17,832,164 $37,565,766 44.19% $82,478,879 518,935,580 $37,935,097 45.99% 

Debt Service $7,245,970 $4,145,640 $5,106,190 70.47% $4,734,140 $1,715.408 $2,561,251 54.10% 
Capital Projects 10,929,889 1,574,581 3,178,598 29.08% 9,687,779 1,528,833 2,021,849 20.87% 
Transfers Out I Other Financing Uses 19,665,047 4,130,971 8,638,215 43.93% 26,348,831 18,757,467 20,739,323 78,71% 
Contingencies/Reserves 1,694,990 0 0 0.00% 1611,260 0 0 0.00% 
TOTAL ALL EXPENDITURES $124,543,956 S27 ,683,356 $54,488,769 43.75% $124,860,889 $40,937,288 $63,257,520 50.66% 

CURRENT REVENUES LESS 
TOTAL EXPENDITURES ($8,362,785) $17,099,239 $10,543,808 ($5,807,058) $16,056,351 $9,704,978 
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In general, the status ofthe City's finances was in line with expectations for second quarter. Revenues 
total $65,032,577, and are at 55.98% of the Amended Total Revenue Budget of $116,181,171. The 
Amended Budget reflects the adopted budget, plus any amendments approved by the City Council via 
resolution during the course ofthe fiscal year. In the first halfofFY 13-14, the following amendments 
to the budget were approved: 

Date Amendment Type 
8/19/2013 Res- Grant 
8/19/2013 Res -lGA 
9/3/2013 Res - Grant 

1017/2013 Res- Grant 
10/21/2013 Res- Supp Budget 
11/18/2013 Res- Grant 

12/2/2013 Res - Donation/Rental 
12/2/2013 Res - Donation 

12/16/2013 Res- Grant 

Resource 
Benton County Foundation 
!GA Oregon Dept of Aviation 
ODOT Grant 
Benton County Soil & Water 
IGA Oregon State University 
Restore Oregon & Kinsman Foundation 
Corvallis-Benton County Library Foundation 
Anonymous Donor 
Benton County Health Department 

Significant revenue highlights include: 

Fund 
General 
Airport 
Airport-CIP 
General 
ClP 
General 
General 
CIP 
General 

Department 
Parks & Recreation 
Public Works 
Public Works 
Parks & Recreation 
Public Works 
Parks & Recreation 
Library 
Parks & Recreation 
Police 

Total Increase 

Net 
Expenditure 

Impact 
$ 9,130 
$ 322,000 
$ 93,104 
$ 3,000 
$ 600,000 
$ 5,500 
$ 645,990 
$ 100,000 
$ 10,000 

$1,788,724 

• Property taxes totaled $20,263,485 through the second quat1er, which equals 92.13% of the 
budgeted property tax revenue. The majority of property taxes are typically collected in the second 
quarter. FY 13-14 year-to-date property tax revenues are over $350,000 less than last year's results 
for the same time period, and are expected to be nearly $1 million lower than what was received by 
year-end FY 12-13 due primarily to the outcome ofthe ofthe HP valuation appeal. 

• Other Taxes are collected from hotels for room taxes and totaled $654,416 or 47.68% ofbudget as 
of second quarter-end. Summer seasonality, attendance at fall sporting events, and signs of mild 
economic recovery have led to better results thus far in FY 13-14. Current expectations are that 
receipts will finish higher than budget by year-end due to the one-month lag for these receipts. 

• Licenses, Fees and Permits totaled $4,090,270 which represents 45.05% of the amended budget 
and is slightly higher as a percentage of budget received when compared with the same time last 
year. The largest portion of this category is franchise fees, where payments from Allied Waste and 
Comcast relating to the quarter's franchise fees, as well as the right-of-way charges on City 
Utilities, are typically posted in the following quarter, creating a lag that results in lower than target 
budget percentages each qumter in both years. However, franchise fee receipts are expected to 
achieve target in FY 13-14 based on year-to-date results and anticipated year-end accruals. The 
transportation maintenance and sustainability initiative fees, as well as Development Services 
permit fees are at or above target in the second quarter. 

• System Development Charges were $2,137,357 which represents 65.44% of the amended budget 
and is substantially higher than anticipated this year due to OSU-related construction activity. In 
both FY 13-14 and the latter part of FY 12-13, the higher percentage of actuals YTD compared to 
budget was due to un-forecasted increased development for off-campus student housing. SDC 
income, being of restricted use, has been isolated here and in the income statements from "other 
charges for service" so as to ensure the understanding that this significant incremental dedicated 
funding source is not available for operational spending. 
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• Charges for Services (not including SDC's) were $20,718,551, which represents 53.47% of the 
amended budget. This category is slightly above target as a percentage of budget due to early 
receipt of three of the four quarterly payments year-to-date from Benton County for various police 
services, Development Services Fund plan reviews, and Water Fund metered revenue. 

• Intergovernmental revenues are below target at $6,117,359 and 35.32% of budget but are higher 
as actuals and a percentage of budget than the same time last year. The receipt of grant monies 
tends to be volatile and highly dependent on timing of related expenditures. 

• Fines & Forfeiture receipts related to Municipal Court are in line with last year, but ended up low 
as a percentage of budget in both years due primarily to reduced staffing at Municipal Court and 
less success with delinquent account collections than originally anticipated. While some 
improvement continues to be noted from concentrated efforts related to collections in the past 
several years, after turning over about $2.3 million in traffic and $553,000 in parking 
delinquencies, these accounts still have 87% and 60% of their respective balances outstanding. 

• Interest earnings totaled $147,696 at the end of the second quarter, which represents 63.02% of 
budgeted interest and is about 99% of last year's earnings at this same point in time. The City's 
investment advisory firm has helped bolster what earnings there are in this category; however, the 
market continues to hover at historic lows, and this situation is expected to prevail through at least 
mid-20 15 according to the Federal Open Market Committee. 

Operating expenditures for all funds totaled $37,565,766 or 44.19% of the Amended Operating 
Expenditure Budget which is slightly lower than last year in total dollars expended and as a percentage 
of budget. These results are primarily due to less spending early in this fiscal year on special projects 
and capital outlay. Community Development has only spent approximately I 0% of its $335K special 
project budget in the Development Services Fund for various implementations of software 
enhancements. Public Works has decided to push out some sizeable vehicle replacements, while other 
special projects, most notably in the utility funds, are experiencing delays or are in the early design 
phases with few expenditures incurred at this point in the year. 

Non-operating expenditures, which include capital projects, transfers, debt service, and contingency, 
totaled $16,923,003 or 42.80% of the $39,535,896 Amended Non-Operating Budget. In total, 
expenditures through the second quarter were $54,488,769 or 43.75% of the $124,543,956 budgeted, 
compared to 50.66% for the second quarter of last fiscal year. A breakdown of departmental 
expenditures by category is provided below: 

OPERATING EXPENDITURES BY DEPARTMENT 

'ro vr 
AMENDED PERSONNEL SUPPLIES& CAPITAL TOTAL AMENDED 

DEPAR1MENT BUDGET SERVICES SERVICES OUTLAY EXPENDn:uRES BUDGET 

Total Budge! by Ca1egory $47,382,800 $34,748,050 $2,877,210 $85,008,060 
City Manager's Office $3,297,010 $668,720 $1,250,380 $0 $1,919,080 58.21% 
Corrmunitv Develoorrert 7,919,050 1,837,334 1,394,506 0 3,231,840 40.81% 
Fimnce 5,005,060 1,587,583 741,203 0 2,328,786 46.53% 
Fire 10,485,960 4,294,056 864,109 0 5,158,165 49.19% 
Libmrv 6,524,140 1,993,174 836,331 0 2,829,505 43.3i% 
Parks & Recreation 6,181,860 2,037,667 1,025,638 12,136 3,075,441 49.75% 
Police 13,403,410 4,780,083 1,457,004 0 6,237,087 46.53% 
Public Works 30,709,350 5,448,757 6,528,779 181,774 12,159,311 39.59% 
Non Department 1,482,220 0 626,551 0 626,551 4227% 

TarAL $85,008,060 $22,647,373 $14,724,482 $193,911 $37,565,766 44.19% 
Percent of Budget 47.80% 4237% 6.74% 44.19% 
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Significant expenditure highlights include: 

• Personnel Services totaled $22,647,373 or 47.80% of the amended budget of $47,382,800. While 
th~re are 2.33 less authorized FTE in FY 13-14 vs. FY 12-13, the personnel services budget in FY 
13-14 has increased by over $1.1 million due to contractual COLA increases for CPOA (2.5%) and 
IAFF (2.0%), as well as an overall 5.8% increase in benefits, which include PERS/OPSRP and 
healthcare costs. AFSCME contract negotiations have not yet been finalized, but any contractual 
increases will need to be offset by other savings and/or reductions. 

• Supplies and Services totaled $14,724,482 or 42.37% ofthe amended budget of$34,748,050. The 
dollars spent in FY 13-14 are roughly $413,750 more than the amount spent in FY 12-13 due in 
part to the Economic Development program in the City Manager's Office not being fully staffed 
during the first half of FY 12-13 and increased CDBG/HOME spending in Q 1 of FY 13-14. 

• Capital Outlay totaled $193,911 or 6.74% of the amended budget of $2,877,210 . While this is 
low as a percentage of budget, capital purchases do not tend to follow a regular pattern other than 
to sometimes weight toward the end of the fiscal year, if practical, to ensure that sufficient budget 
remains for the acquisition. Several purchases are still on schedule for this fiscal year, such as 
replacements for three patrol vehicles and two transit buses, while some have been pushed out to 
future years such as two dump trucks for utilities. 

NON OPERATING EXPENDITURES 

• Capital projects totaled $3,178,598 or 29.08% of the amended budget of $10,929,889. Capital 
project expenditures tend to fluctuate year-over-year, and there are always projects that are either 
carried forward into following years or simply do not come to fruition. Several projects have been 
carried forward to FY 13-14 from FY 12-13. 

• Debt service payments totaled $5,106,190 or 70.47% of the total budget of $7,245,970, which is 
up from the 54.10% spent this time last year; however, FY 12-13 was an anomalous year due to the 
refunding of three utility-backed loans which took place prior to their respective debt service 
payments scheduled for Q2. This refunding subsequently lowered the percentage of budget spent 
on debt service as reported in Q2 of last fiscal year. 

• Transfers and Other Financial Uses totaled $8,638,215 or 43.93% of the amended budget of 
$19,665,047. The majority of the transfers are related to capital projects. See the Capital 
Improvement Program section for information on the status of capital projects. 

Please note that a reader's guide to some of the terminology used throughout the report is available 
through the hyperlink provided. As always, if you have questions or concerns about the information in 
this report, please do not hesitate to contact me at (541) 766-6990 or via e-mail at 
nancy .brewer@corvallisoregon.gov. 

Nancy Brewer 
Finance Director 
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GENERAL FUND 
AMENDED 2nd Quarter UNAUDITED FY 13-14% 2nd Quarter Y-T-D FY 12-13% 

REVENUE BUDGET FY 13-14 FY 13-14 REC/EXPEND FY 12-13 FY 12-13 REC/EXPEND 

Budgeted Fund Balance $6,265,564 

Propeny Taxes (1) $18,975,500 $18,896,232 $17,648,957 93.01% $17,997,900 $18,140,584 86.37% 
OthcrTax 1,372,600 389,826 654,416 47.68% 368,782 622,851 49.02% 
Licenses/Pcnnits (2) 5,925,060 1,375,809 2,294,957 38.73% 1,296,470 2,145,882 37.59% 
Charges for Service 5,889,850 2,287,032 3,725,521 63.25% 2,241,418 3,520,013 60.10% 
Intergovernmental (3) 4,220,850 2,383,739 2,594,150 61.46% 2,538,010 2,733,502 63.43% 
Fines/Forfeitures ( 4) 749,530 175,949 343,330 45.81% 153,416 324,332 39.07% 
Miscellaneous (5) 1 '151,400 745,316 886,448 76.99% 249,144 366,561 63.61% 
Other Financing Sources (6) 6,755,405 2,361,139 2,527,382 37.41% 1,727,216 1,893,717 66.55% 
TOTAL CURRENT REVENUE $45,040,195 $28,615,041 $30,675,161 68.11% $26,572,357 $29,747,448 70.16% 

EXPENDITURE DY DEPARTMENT 

City Manager's Office (7) $326,250 $79,301 $145,353 44.55% $54,749 $71,032 18.69% 
Community Development 1,309,840 293,024 580,880 44.35% 300,276 607,060 46.29% 
Finance 646,770 148,986 312,427 48.31% 142,171 296,107 47.02% 
Fire 10,485,960 2,495,024 5,158,165 49.19% 2,541,018 5,034,197 48.15% 
Library 6,524,140 1.415,271 2,829,505 43.37% 1.473,657 2,856,325 47.18% 
Parks & Recreation 6,181,860 1,341,344 3,075,441 49.75% 1,250,117 2,859,804 47.03% 
Police 10,659,520 2.419,213 5,040,582 47.29% 2,430,173 5,187,142 49.41% 
Public Works (3) 1,026,260 190,924 342,441 33.37% 265,308 532,558 43.69% 
Non-Departmental 1,480,870 283,345 625,701 42.25% 331,801 683,196 50.16% 
TOTAL OPERATING EXPENDITURES $38,641,470 $8,666,433 $18,110,495 46.87% $8,789,270 $18,127,421 48.20% 

Debt Service (8) $243,180 $0 $220,530 90.69% $0 $218,342 89.53% 
Transfers I Other Financing Uses (6) 6,899,715 1,729,853 2,190,059 31.74% 1,408,992 1,939,518 62.55% 
Contingencies/Reserves 597,200 0 0 0.00% 0 0 0.00% 
TOTAL ALL EXPENDITURES $46,381,565 $10,396,286 $20,521,084 44.24% $10,198,262 $20,285,281 48.92% 

CURRENT REVENUE LESS 

TOTAL EXPENDITURES ($1,341,370) $18,218,755 $10,154,076 $16,374,095 $9,462,167 

(I) The majority of current year property taxes are collected in Q2. This year's collection pattern is consistent with prior years, however FY I 3- I 4 
year-to-dale (YTD) property tax revenues are about $490,000 less than last year's results for the same time period, and are expected to be nearly 
$1 million lower by year-end than what was received for FY 12-13 in total, due primarily to the outcome of the HP valuation appeal. 

(2) Lower franchise fees and dog license revenue collections compared with budget is due primarily to timing of receipts and amounts accrued back 
to the prior year that are related to that period. Franchise fees however are marginally higher than last year at this time. 

(3) The Benton County Library District payment makes up the majority of the revenue received YTD in this classification, and due to its property 
tax-based nature, is largely received in Q2 of the fiscal year. Absent this payment, Intergovernmental revenue receipts would be low as a 
percentage of budget, due to PW grant projects not yet started and/or completed that are reimbursable in nature. 

(4) Traffic fine revenue is under-performing FY 12-13levels and is not keeping pace with anticipated FY 13-14 budget, which is attributed to prior 
year staffing reductions at Municipal Court, and less success with delinquent account collections than originally anticipated. Additionally. there 
have been fewer civil penalties and nuisance alarms YTD as compared to the same time last year. 

(5) Miscellaneous revenue is trending higher than budget due to a $636,000 donation from the Corvallis-Benton County Public Library Foundation 
to cover the purchase and closing costs of the Fenner building. 

(6) Other Financing Sources and Uses include pass-through agency receipts and payments related to State-mandated surcharges for Municipal Court 
fines and Community Development permit surcharges. Other sources are from property tax transfers from the 20 I I Operating Levy (mostly 
collected in Q2). Uses include transfers tor pension obligation bond (POB) payments and capital projects. More information on the status of the 
Capital Improvement Program (CIP) is in a later section. 

(7) The Economic Development (ED) program, housed in the City Manager's Office, was new in FY I 2- I 3. Expenditures are greater this fiscal year 
over last since one ofthe two ED positions was vacant for most ofFY 12-13. 

(8) The majority of Debt Service spending occurs in Q1 with principal and interest payments for the 2010 CIP Loan. The remaining budget is 
scheduled to be paid out with an interest only payment in Q3. 
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CORVALLIS FIRE DEPARTMENT 
MEMORANDUM 

541 766-6961 400 NW Harrison Blvd. 
541 766-6938 (fax) Corvallis, OR 97330 

To: 

From: 

Subject: 

Date: 

Administration Service <:;;ommittee 

Roy Emery, Fire Chief ~/ 
Annual Ambulance Rate Review 

February 27, 2014 

Purpose: 
To review the fee schedule associated with ambulance transport services, and seek council guidance on 
establishing rates for FY14/15. 

Background: 
Fees associated with ambulance transport services reduce the fire department's reliance on general fund 
dollars by an estimated 20% annually. As directed by council, we have again conducted the annual 
ambulance rate review to maintain a general balance between fees charged for services and cost. To 
achieve this balanced approach desired by Council, ambulance rate adjustments have been based upon the 
alignment with "median" values charged among comparable agencies reviewed (see attachment A). 

Information & Findings: 
Staff completed a survey of agencies within Benton, Linn, Lane, Yamhill, Polk, and Marion Counties. 
The areas and agencies were selected in an effort to obtain a representative sample of agencies of similar 
size, and/or areas served- including communities with institutions of higher education. The following 
outlines the findings and infom1ation gained: 
• Due to substantial rate adjustments among agencies surveyed, Basic Life Support (BLS) rates for 

Corvallis Fire Department were found to be $225 to $325 below the median levels. 
• Advanced Life Support (ALS) rates remained relatively flat. However, Corvallis Fire Department 

ALS rates are between $20 and $100 below the median levels. 
• Of billable EMS responses, approximately 70% are considered ALS and 30% BLS. 
• Factors which continue to influence the realization of additional revenues include, but are not limited 

to, call volume, payer mix/cost shifting, collection perfonnance, bad/uncollectable debt, and other 
discretionary write-off (charitable). 

o In FY12/13 CFD's payer mix shifted slightly from the Insurance category to increases in 
Medicaid and Private Pay 

o FY12/13 showed a 2% increase in EMS responses. However, the number of transports 
decreased by 5% (26% of EMS responses now result in a non-transport disposition). 

o FY 12/13 Collection efforts continue to meet industry expectations. 
o FY12/13 Realized an increase in delinquent accounts resulting in increased requests for 

charitable write-off and/or accounts being turned to collections 
o Mandated write-offs in FY12/13 (those associated to Medicare, Medicaid, and other regulated 

payers increased by 13% from FY11/12 demonstrating a continuing upward trend. 

Staff Recommendation: 
Obtain Admin Services/Council direction on specific rate modifications for FY 14/15 
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Corvallis Fire (Current) Benton $65.00 $775.00 $1,000.00 $1,000.00 $1,000.00 $775.00 $450.00 $15.00 
Eugene Fire & EMS Lane $65.00 $1,600.00 $1,600.00 $1,600.00 $1,600.00 $1,600.00 $800.00 $20.00 
Lane Fire Authority Lane $65.00 $1,600.00 $1,600.00 $1,600.00 $1,600.00 $1,600.00 $800.00 $20.00 
South Lane Fire and Rescue Lane $65.00 $1,600.00 $1,600.00 $1,600.00 $1,600.00 $1,600.00 $800.00 $20.00 
Springfield Fire & Life Lane $65.00 $1,600.00 $1,600.00 $1,600.00 $1,600.00 $1,600.00 $800.00 $20.00 
Albany Fire Linn $65.00 $1,020.00 $1,020.00 $1,020.00 $1,020.00 $1,020.00 $420.00 $19.50 
Jefferson Fire District Linn $50.00 $1,000.00 $1,200.00 $1,200.00 $1,200.00 $1,000.00 $450.00 $18.00 
--- ·---· 

Lebanon Fire District Linn $50.00 $744.00 $855.00 $855.00 $855.00 $744.00 $274.00 $14.00 
Sweet Home Fire Linn $50.00 $800.00 $800.00 $800.00 $800.00 $800.00 $177.50 $14.00 
Salem Fire Department Marion $60.00 $801.00 $942.00 $975.00 $942.00 $650.00 $460.00 $15.00 
Marion County Fire District #1 Marion $60.00 $801.00 $942.00 $994.00 $942.00 $650.00 $460.00 $15.00 
Keizer Fire District Marion $60.00 $801.00 $942.00 $995.00 $942.00 $635.00 $460.00 $15.00 
Turner Fire District Marion $50.00 $763.00 $897.00 $947.00 $897.00 $650.00 $450.00 $15.00 
Dallas Fire Department Polk $55.00 $1,000.00 $1,000.00 $1,000.00 $1,000.00 $1,000.00 $450.00 $18.00 
Polk County Fire District #1 Polk $60.00 $1,100.00 $1 '1 00.00 $1,100.00 $1,100.00 $1,100.00 $450.00 $18.00 
McMinnville Fire Yamhill $70.00 $1,600.00 $1,600.00 $1,600.00 $1,600.00 $1 ,600.00 $450.00 $21.00 
Newberg Fire Department Yamhill $52.00 $1,440.00 $1,440.00 $1,440.00 $1,440.00 $1,440.00 $432.00 $19.00 

Median $60.00 $1,000.00 $1,020.00 $1,020.00 $1,020.00 $1,000.00 $450.00 $18.00 
Difference from median values $5.00 ($225.00) ($20.00) ($20.00) ($20.00) ($225.00) $0.00 ($3.00) 

----------~·---~-·--- - -- ------
Median for College/University Communities $60.00 $1,100.00 $1,100.00 $1,100.00 $1,100.00 $1,100.00 $450.00 $18.00 

Difference from Median values for College Communities $5.00 ($325.00) ($100.00) ($100.00) ($100.00) ($325.00) $0.00 ($3.00) 

February 27, 2014 Attachment A 
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