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MEMORANDUM
March 12, 2014

TO: Administrative Sérvices Committee
FROM: Nancy Brewer, Finance Director %

SUBJECT:  Annual Financial Policies Review

1. Issue

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

IT. 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 financial expertise. The Investment
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 minutes is not
patticularly 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. Most of the specifics have been included in an Administrative
Procedute document that is reviewed annually by the Investment Council. As a local government entity
with investment maturities longer than 18 months, 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 faitly 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 Setvices Committee of the City Council, to assume the oversight role. Specific
questions considered include: :

o Where should the fiduciaty responsibility for City investments rest?
¢ Where should the policy making responsibility for City investments rest?
o 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 Investment Council in favor of Administrative Services Committee taking on the oversight role.
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Subsequent to that discussion, Finance Depattment staff has been in contact with State Treasurer’s Office
staff to determine how to best align policies and procedures with fiduciaty 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
recommendations, OSTEFB may reject these changes, or recommend alterations.

I11. 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 Managet’s
Administrative Procedure to show where language for many of the Financial Policies has come from
(Attachment D).

The fundamental issues staff 1s attempting to address include answers to the questions posed above:

¢  Whete should the fiduciary responsibility for City investments rest?

o State law places the fiduciaty 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 in the City Manager’s Administrative Policy.

e 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.

e [s there a need for a separate body to review quarterly investment reports?

o Thete 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 Setvices 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 quartetly reports. Staff anticipates doing the
quartetly review when the Quarterly Operating Report 1s presented.

Alternatives to staff’s recommended changes include keeping the cutrent 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:

City k&aﬁiger
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FINANCIAL POLICIES A’ -

Adopted November 27, 1989
Last Revised

CP10.01 FINANCIAL POLICIES PURPOSE, MISSION, AND GOALS
10.01.010 Purpose

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

10.01.020 Mission

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

10.01.030 Goals

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

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

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

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

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

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

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

G. To provide adequate resources to operate and maintain essential public facilides and the City's infrastructure.
H. To protect and enhance the City's credit rating and prevent default on any debt issue of the City.
1. To ensure the legal use of all City funds through a sound system of administrative policies and internal controls.

10.01.040 Background

Municipal financial operations have a wide variety of oversight or standard setting agencies, including multiple departments
within both State and Federal governments, the Secutities and Exchange Commission, and the Governmental Accounting
Standards Board. The City of Corvallis manages public funds within all of these oversight agency requirements. These
financial management policies, designed to ensure the fiscal stability of the City of Corvallis municipal corporation, provide
guidance in financial management when oversight agencies ate 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. .

City of Corvallis S , 1 Financial Policies



10.01.050 Achieving Financial Policy Goals

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

It is the focus of this analysis to:
A.  identify the areas where the city is already reasonably strong in terms of protecting its financial condition;

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

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

D. review internal management actions taken during the last budget cycle.
10.01.06 Review & Update

The Financial Policies shall be reviewed by the Finance Ditector annually in November and updated as appropriate_for City

CP 10.02 FUND BALANCE POLICIES
10.02.010 Purpose

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

10,02,020 Background

Budgetary fund balance is a critical component of the City’s financial management policies. Large ending fund balance targets
may be viewed as reducing resources that could be used to provide direct services to citizens; small ending balances may be
viewed as leaving the City open to too much risk from emergencies or temporary economic downturns and may result in
downgrades to the City’s credit rating that would increase the cost of borrowing. Residents’ sense of well-being 1s enhanced
when the City is able to provide a consistent level of service from year-to-year.

This policy 1s 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 desctibes the net financial assets of governmental funds; in lay terms it represents the net
revenues in excess of expenditures since the fund’s inception. Actual fund balances for-each fund shall be reported in the
Comprehensive Annual Financial Report, issued as of June 30 of each fiscal year. Budgetary fund balances shall be reported
in the annual budget, and shall be projected for each operating fund as part of the financial planning process to prepare the
budget each year.

10.02.030 Fund Balance Definitions

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

The City of Corvallis will use the GASB’s definitions of Fund Balance for the Comprehensive Annual Financial Report
(CAFR) and for all other financial reporting. For all financial planning purposes, the term Budgetary Fund Balance will be
used and will include any portion of the fund balance that is available for approptiation. 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
A.  General Fund — Budgetary Fund Balance for Financial Planning Purposes

1.

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

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

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

a) the current budgetary fund balance;

b) cash flow requirements within the fund to suppott expenditutes, including up to thtee months of payroll
costs; ‘

c) future capital needs;

d) significant revenue and expenditure trends including the HNA,;

€) susceptibility of the fund’s operations to emetgency 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) rehablhty of outside revenues; and ‘

i) anyother factors pertinent to the fund’s operaUOns

‘Should the proyected ending fund balance reserve for the budget year be lower than the City Council’s target,
the following strategy will be implemented:

2) 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 petcent in the fourth yeat; and 100 percent in the fifth
year. This strategy is specifically designed to allow fot consideration/development of a new revenue

~ source .prior to significant setvice 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 petcent at the end of the first year;
75 percent at the end of the second year, and 100% at the end of the third year.

b) For times when the fund balance reserve is lower than the target as the result of short-term poor experience

(Le.,-costs to respond to a natural disaster; use of contingencies for unanticipated expenditures), the 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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4. the likelihood the causing factor will end and revenues/ expenditures will return to normal levels 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-yeat is not a viable time frame for proposed solutions.

Should the projected ending fund balance be above the target, the City Manager will make a recommendation
to the City Council whether to resetve 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;
¢) 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.

B.  Appropriate Budgetary Fund Balance — all other funds

1.
2.

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

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 budgetaty fund balance;

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

g]
~—

future capital needs;

o
=

significant revenue and expenditure trends including the HNA;

o
N\

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;
b) legal or regulatory requirements affecting tevenues, expenditures, and fund balances;
1) reliability of outside revenues; and

) any other factors pertinent to that fund’s operations.

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

Ending Budgetary Fund Balance Below Recommended — All Other Funds

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

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 activities:

a) one-time capital expenditures or rescrves 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;
¢) 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 Putpose

These policies provide direction in the management and oversight of existing revenue sources and for the development of
few tevenue 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, ot regulations ptomulgated by a state, federal, or other agency;
others are assessed solely through the City’s home rule authority. Revenues are critical to the City’s financial opetrations as
they provide the resources necessary to provide setvices at the level the community desires. However, the City Council also
recognizes that the majozity of the revenue received by the City comes from its own citizens and the ability to pay increasing
amounts may make Corvallis less livable, especially for low income residents. Revenue decisions ate complex and must take
into account a variety of factors. The Revenue Policies are designed to provide guidance to staff and the City Council as new
revenue sources or rate increases for existing revenues are considered.

10.03.030 General Revenue Policies

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

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

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

. those resttictions.

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

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

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

G. Collections — The City shall manage its tevenue collections through a policy that actively puréues collection of all
revenues owed to the City.
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H. Charges for Services -- Fees and charges for service are assessed to specific usets where the user pays all or a portion
of the costs to provide the service. When assessed as a fee, the charge generally grants the payer permission or a
license to do a specific activity (i.e., franchise fees authorize use of the public rght-of-way; a liquor license fee
authorizes the license holder to sell liquor). When assessed as a charge for setvice, the charge is for a specific service,
directly used by the payer (ie., the admission fee at the swimming pool is only assessed to the person going
swimming).

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

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

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

c) Whether the fee 1s 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 tevenue
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
concurtent 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/chatges for non-profit entities that request exemptions
when the cause matches the City’s goals. ‘

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

10.03.040 Property Taxes

The City levies property taxes for operations and for general obligation debt service in compliance with the Otegon
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 Fee Basis -- Utility user charges for each of the three City utilities will be based on the total cost of providing
the service (Le., 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. Agnnual Rate Review -- Staff shall conduct an annual comprehensive rate review each fall for the Water, Wastewater
and Storm Water funds for Council review. Rate increases will be targeted for implementation in February. Every
effort shall be made to index/limit rate increases for the entite utility bill (water, wastewater, and storm water) to the
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rate of mflation (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. FEranchise Fees -- The City’s Water, Wastewater, and Storm Water utilities will pay a franchise fee to the City’s
General Fund to compensate for the use of the public right-of-way. The franchise fee will be equal to 5% of the
utility’s gross operating revenue each year, net of interest, intetgovernmental monies, miscellaneous water service fees,
permit fees, SDCs, and turn-on service fees.

10.03.060 Parks and Recreation Department Fees

A. Cost Recovery - Parks and Recreation services are funded through a combination of user fees, property taxes, grants,
and donations. Fees and charges shall be assessed in an equitable manner in accordance with the following fee and
charge assessment schedule. Through a special initiative, services 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. Percentages shall be considered as guidelines; however, special circumstances, the
nature and cost of each program, and persons to be served should be taken into consideration.

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 setvices are targeted to recover a minimum of 200 percent of direct
costs):
a) concession/vending

b

merchandise fot tesale

o =

private/semi-private lesson

N

rentals — private/commercial

long-term leases

RO

f) equipment rentals
g wips
- h) organized parties N
i) drbopvin childcare/babysitting
) leased setvices — private/commercial
k) permitted setvices

2. Totally fee suppotted with 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 approptiate for use of alternative funding sources such as
grants, donations, and use of volunteers):

a) cldsses and programs — intermediate/advanced

b) leased services — non-profit/ governmental agency

8]

) preschool

&

social 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

¢) tournaments and leagues

d) rentals — non-profit/governmental agency

e) specialized events/activities

f) camps/after school care

2) leased services — affiliates

h) work study/internship/community service program

4. Partial tax investment with minimal to partial fee suppozt (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

¢) 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
¢) support services

C. Setting Fees -- 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 Patks & 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 (le., 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 service providers or close proximity competitors ate charging
for service. One consideration for establishing a competitive fee is determined by identifying all providers of an
identical setvice (i.e., private sector providers, municipalities), and setting the mid-point or lowest fee.

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

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

F. Alternate Funding Sources -- 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. DPolicy -- It 1s the intent of the City to provide responsive, efficient and self-funded emergency medical services as the
Benton County designated service provider to the Benton County Ambulance Service Area, including all residents of
the City.

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

1. Proposed rate changes will be submitted to the City Council via the Administrative Services Committee for
teview and recommendation to the full Council no later than Apzil 1 of each year. If no rate change is
tecommended, staff will note the factin a Council Repott.

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

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

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

10.03.110 Grants

A.  Grant Opportunities -- 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 the federal
grant is specifically for capital projects. Use of federal funds shall support City goals and services.

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

1. the amount of the matching funds required;
2. in-kind services that are to be provided;
3. length of grant and consequential disposition of service (i.e., is the City obliged to continue the service after the

grant has ended?); and,

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

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

10.03.120 Gifts, Donations and Bequests
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A.  Use of Gifts, Donations & Bequests -- Gifts, donations and/or bequests given to, and accepted by, the City for the
use of any of its departments or divisions shall be used solely for the purpose intended by the donor. Unrestricted
gifts will be expended on the recommendation of the related advisory board.

B. Evaluation -- Gifts, donations, and bequests will be evaluated to determine what, if any, obligations are to be placed

upon the City. Gifts, donations, and bequests will be considered as "over and above" basic City appropriations unless
the gift, donation or bequest is for an already planned and budgeted service or program.

CP10.04 EXPENDITURE POLICIES
10.04.010 Purpose

To provide ditection for developing the annual budget, monitoting 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 matesals,
services and capital outlays necessary to perform the basic functions of the City. Additional costs associated with capital
projects (infrastructure investments) and debt service are part of the annual budget, based on specific plans for both.

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

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

1. cutrent 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 prepated annually for all operating funds prior to budget discussions.

B. Cost Allocation Plan -- The Finance Ditector 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 resoutces on a modified accrual basis either equal or
exceed all expenditures in compliance with Oregon Administrative Rule 150-294.352(1)-(B)

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

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

10.04.050 Budget Performance Reporting

A, Quarterly Reports -~ The Finance Director shall submit a Quarterly Operating Repott (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 (budgetaty)
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 Maintepance, Repair & Replacement

Al

s

G.

H.

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 Jocations) for predicted population build out of the
community. Infrastructure master plans are required for Patks, 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.

Master Plan Projects — Projects identified via an infrastructure master plan will be scheduled based on the priotity 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.

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

Equipment Replacement Plans -- Assets which are not part of a major infrastructure system or buildings and land,
mncluding 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.

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

1. reserves will be re-built within three fiscal years to the level required to meet future replacement plans; ot
2. staff will develop a plan to borrow monies for critical equipment teplacement.
Equipment Replacement Budgeting -- Equipment to be replaced will be budgeted considering:
Age of the asset and its manufacturer’s recommended useful life;
Wear and teat on the asset;
Environmental conditions which may shorten or lengthen the useful life of the asset;
The cost/benefit to complete toutine maintenance and delay replacement;

‘ Availability of service and/or parts; and

A

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

Facility Maintendnce -- The facility maintenance schedule for major maintenance or replacement projects for all City-
owned buildings will be updated annually. The ptimaty goal of the plan is to complete maintenance projects priot 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.

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

10.04.070 Personnel Services

A.

Compensaﬁon -- 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 City Managet’s
recommendation for these positions.

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

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 defined as payments intended for the support of specific programs or services. Amounts not needed to
support such specific program or service expenditures shall be transferred back to the General Fund, unless Council
directs the transfer to be used for othet purposes.

B. Transfer Reconciliation & Cash Flow -- Transfers for specific programs or projects, ot 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 - Whete it is necessaty to make a one-time advance of Genetal Fund monies to another fund, this action
shall occur under the following conditions:

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

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

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

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

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

10.04.090 __ Contingency - Non-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
enterprise funds shall maintain a contingency. The contingency shall be exclusive of all reserves.

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

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

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

To maintain the City’s investment in infrastructure, this policy provides direction for the development and implementation of
the annual CIP.

0.05.020 Background

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

10.05.030 __ Capital Improvement Program
A, Definition of a Capital Project -~ A capital project must:

1. cost more than $25,000, and
2. be a permanent addition to the capital assets of the City, and
3. purchase land, 6r
4. construct a new building, or
5. remodel or add to an existing building, or
6. construct/install public infrastructure, ot
7. replace existing infrastructure.

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

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

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

published construction standards which shall be periodically updated by the City Engineer. The constructon
standards will assure projects ate built with an acceptable useful life and minimum maintenance costs.

E. Construction Standards -- Capital improvements constructed in the City shall be designed and built based on

10.05.040 Capital Improvement Maintenance

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

B. Operating Budget Impacts -- Future operating budget impacts for new capital facilities will be analyzed and estimates

included in all years of the financial plans as part of consideting a proposed capital project.

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

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

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

1. Interest earnings which are restricted due to the funding source (lLe., 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 fitst in compliance with Financial Policy 10.05.050.B.

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

CP 10.06 DEBT
10.06.010 Purpose

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

10.06.020 Background

The City of Corvallis operates on a pay-as-you go basis for most capital investment, matching resources with appropriate
uses. Systems Development Charge revenue is used to fund capital investments that are required to increase the capacity of
the City’s infrastructute. 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. When this occurs, the City borrows monies. The
City is conservative in its borrowing practices, and strives to maintain low debt-per-capita ratios when compared to similar
sized cities.

10.06.030 Use of Debt Financing

A.  Long-term Debt -~ The City of Corvallis shall only use long-term debt for capital projects that cannot be financed out
of current revenues within the Revenue Policy guidelines for rate increases. Debt financing shall generally be limited
to one-time capital improvement projects or to leverage a futute 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 setvice the debt; and,
3. when analysis demonstrates that the debt will smooth or reduce costs over multiple years or the project is

expected to benefit the citizens of Corvallis.

B.  Use of Debt Financing -- Debt financing shall not be considered appropriate for:
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1. Cutrent operating and maintenance expenses (except for issuing short-term instruments such as revenue
anticipation notes or tax anticipation notes o interfund loans as per State law litnitations); and

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

Tax/Revenue/Bond Anticipation Notes -- Tax and revenue anticipation debt will be retited within the fiscal year

issued, and bond anticipation notes will be retired no later than six months after the completion of the project.

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

10.06.040 Limits on Debt Issuance

A.

Vote to Issue General Obligation Debt -- General obligation bonds require an affirmative vote prior to issuance.
Constitutional limitations require a simple majority of votes for 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 majotity must vote
affirmatively.

Statutory General Obligation Bond Debt Limits -- Oregon Revised Statutes chapters 287 and 288 limit the
outstanding general obligation principal indebtedness of the City other than bonds issued for water, sanitaty ot storm
sewers to 3% of the true cash value of the taxable property within the City.

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

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

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

10.06.050 Debt Issuance

A.

E.

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

. ‘Projectéd cash flow requirements for the capital project;

2 Cash resetves on hand to temporatily fund preliminary project expenses;

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

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

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.

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

Overlappmg Debt - City staff shall endeavor to notify the City Council of the debt issuance plans of the City’s
ovetlapping 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 authotized investment instruments for local
governments in Oregon to maximize interest eatnings available for the capital project. Pror to choosing an
investment instrument, staff will take into consideration projected cash flow of the project and the likelihood that
Intetnal Revenue Service (IRS) spend down targets will be met ot exceeded. The investment instrument(s) shall be

chosen to maximize interest earnings and minimize any arbitrage penalties which may accrue within the established
IRS regulations.

10.06.060 _ Leasing

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

10.06.070 _ Ratin, lationshi

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

B. Compliance with SEC Rules -- The City will comply with all aspects of the Securities and Exchange Commission rule
15¢2-12 pettaining to secondary market disclosure.

10.06.080___ Debt Management Plan

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

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

2 current and future debt capacity analysis;

3 1ssues 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. Review -- The Administrative Services Committee shall review the Debt Management Plan prior to the issuance of
new debt and any recommendations made therein.

CP 10.07 RISK MANAGEMENT
10.07.010 Purpose

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

10.07.020 Background

The City of Corvallis’ basic operations have certain risks associated with them, which could have a significant financial impact
if the tisks 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 comptehensive and addtesses tisks 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 teserves 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:

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

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

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

10.07.040 Risk Management Program

A. Program -- The City shall implement and maintain a Risk Management program designed to dectease 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 nisk 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 resetrves, contingencies and fund balances.

B. Catastrophic Reserves — The targeted balance for unappropriated catastrophic reserves shall be $500,000 each year.
Appropmated catastrophic reserves which are drawn down will be tebuilt the following fiscal year. Unappropriated
catastrophit feserves which are drawn down below the recommended target will be re-built at the rate of a2 minimum
of 33% of the deficit balance per year over three years, or sooner if practical.

C. Unreserved Fund Balance Target -- The unreserved fund balance target for the Risk Management Fund shall be
$40,000. Should the ending fund balance drop below $40,000 in any fiscal year, it will be re-built the following year.
Ending unreserved balances in excess of $40,000 will be used as a dividend to departments if the catastrophic reserves
are fully funded or can be used as funding for additional expenditures in the safety program as ditected 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 expenditutes, while
mamrmzmg earnings opporrunmes and minimizing idle funds. These policies provide direction for managing the City’s
investments.

10.08. Background .

The City holds cash balances as part of its operations. The City invests balances in excess of daily needs in a variety of
mvestrnent mstrurnents as authonzed by Oregon Revised Statutes on local government investments—amd—the—Gity’s
Aeclraritrs oy ves ts. Investing monies has inherent risks; these risks are managed through the application
of approprlate risk assessments ‘md 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

Az These investment policies apply to all cash-related assets within the scope of the City's
audlted financml 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.
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10.08.040 jecti

A. The City's investment objectives are listed below, and can be summarized as ptimatily 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
LL{LLDLQ‘*’

2 Legality: Conform with federal, state and other legal tequitements,

3. Laquidity; Maintain sufficient liguidity to meet operating needs reguiterments—hy managing cash flow
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5———Remurn:; Attain a matket rate of retutn throughout budgetary and economic cycles; by implementing an
investment strategy.

10.08.50 Responsibility
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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 and sell orders with dealers and financial institutions, and prepare reports as required. The Finance
Director may choose to use the services of a professional investment advisor if he/she believes that is most
beneficial to the organization.
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C. Investment Adviser - The City may enter into contracts with third-pacty 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 Tnvestment Adounistrative Procedures for implementing this policy, and may have authority to transact

fore, the advisor

wvestments on behalf of the City. The advisor may only act on a non-discretionary bagis, Ther

must present mvestment recommendations and receive approval to execute the recomumendation from the Finance

Director, or designee, prior to making buvs or sells on behalf of the Citv. The following items are required

minimum crteria for the approved Investment Advisors:

1) The Investment Advisor firm must be tegistered with the Securities and Fxchange Commission (SECQ) or
licensed by the state of Qregon;

21 All Investment Advisor firm representatives conducti ting investment transactions on behalf of the City must bhe
registeréd representatives with Fioancial Industre Regulatory Authority (FINRA):;

31 All lnvestment Advisor firmn representatives conducting investment fransactions on behalf of the City must be
licensed to do business/trades in the state of Oregon,

n

4 __An engaged lovestment Advisor oust provide notficaton within 30 days of any formal igvestigation or

discipling wy action initiated by Federal or State regulators,

D. (m\, erning Authority - Funds of the City will be deposited and invested in accordance \nt]l smrutu ordinances
and policies governing the City of Corvallis and will be in compliance with the pro Jregon Revised
Statutes (()RS) 204, and other Lapg v]u,al le starutes, Investments will be in accordance with zhuc I)()]X(l()« and written
administrative procedures. Inv estmcnt of any tax-exempt borrowing pro¢ wda ,md of any_de b( SCIVICE ﬁ.ll'ldb ml
[”L\ \wrh thc rclu*m

hal Revenue
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19.98.060 Standards of Care

A

Apit ] as well ¢

The smnthlrd ot prudence to be used by investment ofticials ahdll be the "prudent person,” as described above, and

ON e ofmdn_mggr an overall portfolio. Investment officers acting in accordance with
written moncdmc and exercising due diligence shall be tL]lL\’(‘d of personal responsibility for an individual security’s
performance, provided that deviations from expectations are reported m a timely fashion, and appropriate action is

aken to control adverse developments.

10.08.070 ——Administration and Opetations

A

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

2. C(')ll;n“emli" ation of Re-purchase Agreements: Re-purchase agreement collateral is limited in maturity to three years

by ORS and should be p;?,l_"()d ,wcotdm‘g_m the ndop“_gd p()ht\ of the Qregon Investo

llthd %mt(.. I reasury ‘aeumm 3

United States Agency Discount and Coupon Securities

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

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

3. Collateralization of Certificares 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 ‘3 fates_governuent in_accordance with ORS 2% All

depositotics must be on the State of Orep ifie dditional collat cml ral may be required if
1s benefi .

annually to the Qregon St

requited by ORS.

B. Internal Controls

The Finance Director shall maintain a system of wuitten intecnal controls, which shall be reviewed by the independent
auditor, who shall provide an annual review to assure compliance with QRS and the City’s policies and procedures. The
controls shall be designed to_prevent loss of public funds due to_fraud, error, misrepresentation, or unprudent actions.
The internal controls will be updated at a minimum biennially or as necessitated by system changes.

10.08.090 Qualified Institutions

A, Onalified] o1 The City shall maintain a lisdng of authorized
hroker/dealers ,md anual institutions \‘.hl(h are a;rmowd for iy e\tmem nurposes. The hst will be shared with the
ASC when changes are made. Approval of Qualified Institutions can oceur in one of the following three citcumstances:

1. ._Iovestment Advisor Approved List

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

vetted for meeting ORS standards for local government investments.

2. Cire-Approved Broker/Dealer List

LE th City do doc nor lm\'c an lm'csrmgm Advisor, the Finance l”’ucgror may create and mauitain a brokc_r, dealer list

Az Broker/dealers must have a branch located in Oregon.

by The broker/dealer must routinely provide services to public entities in Oregon and be knowledgeable of
Qregon governmental investments statures and the City Council’s Investment Policy as \\'dl as the City
Manager’s Investment Administrative Procedutes.

) . Brokers/dealers must complete the Broker/Dealers Questionnaire and Certification.

dy Broker/dealers must be approved by the City of Corvallis Adnunistrative Services Committee at _the next
guarterly meeting before conducting investment business with the C
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e) 311 u])darcd Broker{l.)cllu C )uuraomnute \wll l):.* maxlc:d (0 ea c11 firm ;11111112111\7 ;md should be ¢ mplcrc ;md

lmcl m remov'll 1L0111 1]’1(: approve 1 lm

i Anv broker/dealer that is on the C aty's authogized list may be removed from said list if the City has not

purchased from that broker/dealer dumw a period of three veats,

g Any broker/dealer may be removed from the approved list at any time by the Finance Director based upon

news or lmowledge of mappropriate behavior by said dealer, ox for any other reason with which a quorum of

Council members concur.

3. ette——Tinancial Instrution —kist:

The State of Qregon Treasurer’s Office maintains a list of The Cir—shall maintaia—a-listing-—of-ull financial

mstitutions for deposits and cer

cates of deposits, which are approved for local goverament invesunent purposes,

Any financial institution on the Treasurer's lisg shall be acceptable for City investment purposes.

:10.08.% 1 Ay

A, Legal Investments

horized and Suitable Investments-Instruments/Vehieles

Allinvesuments of the City shall be made i accordance with Oregon Revised Statutes Chapter 294. gy revisions or

extensions of t'his’ ch;mrcr of the QRS shall be assumed to be pare of this Investment Policy immediately upon being

.S, Treasury Ob hsjm(m

annual update of this policy.

Direct Ol )lw' tons of the United States Treasury whose payviment is

Government Sponsored Eaterprise
orls ,\an(\“ Obligations

mmunwcd by the U nmd States. (ORS 2‘)4 03 )("Wm

(C S ) G nm()mtlom Qr ]nstmmcnuhliu 01 rhc. US (J(J\L]llﬂl(‘]]l’w

Federal Instrumentality Securities include, but are not limited, to

Federal National Mozrteace Association (IKINMA), the Federal [ome

Loan Mortgage Corporation (FHLMO), Federal Home Loan Banks
(FHLB). and the Federal Farm Credit Banks (FFCB). (ORS
294.035(3)(a))

Commercial lwiwa bl

Commercial Paper that 1 rated AL/P1 and has long-term honds which
have a minimum rating of AA- by Standard and Poors or Aad by
Moaody's or AA- by Fiteh, In the case of a split sanng, (more than one
rating provider), the lowest rating will be used as the criteria for

Corporate Obligations

Corporate domestic bonds 1ssued by a commercial, industrial, or
financial institution registered with the Securities and Hxchange
thouzcd corporate bonds ‘-h,l“ be himited to

ted States doll. OLpOratons
organized and Up@mt g within the e debt must be
rated atJeast AA- by Standard and Poors or Aad by Moody's or AA- by
Fitch at the time of purchase. [n the case of a split rating, (more than
one rating provider), the lowest rating will be used as the criteria for
investing. A list of approved corporate issuers for purchases will be
maintamed and updA | under the same mechanism as the

Commission.

obligations o

Broker/Dealer list in Section. 10,08.09,
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jasued de

bt obligations of the State of Oregon and its agen
ot instrumentalities of the State of Oregon and 1ts political subdivisions
that have a AA- by Standard and Poors or Aad by Moody's or AA- by
Litch. In the case of a split rating, (more than one rating provider), the
lowest rating will be used as the critenia for investing. (ORS

Lawfully

credit rating is atleast AA- by Standard and Poors or Aad by Moody's
or AA- by Firch at the time of pugchase, (ORS 294.035(3)(h)(A))

s of Deposit/Bank Time-deposit open accounts, certificates of deposit, and savings
Deposit/ Savings Accounts accounts in insured institutions as defined in QRS 706.008, in credit

Certificate

unions as defined in QRS 723.006 or in federal credit unions, if the

nstitution or credit union maintains 4 head office or a branch in this

state. (ORS 294.035(3)(d))
Local Government Investment Pool | State Lreasurer's local short-term investment fund up to the statutory
1.GIY Limit, per ORS 294 810,

C. . Investment Parameters

1. Investment Diversification

The City_will diversify the portfolio to_avend mentring unreasonable risks inhe

investing o spe

nstruments. individual financial nstitntions, or maturties. Divessification to avoid undue risk is achieved by varying

the type ol investment to ensure liguidity, investing in securities from several different financial inst

reduce the chanee of loss, and varving matugity length to ensure avatlability of funds to meet cash needs.

7S, Treasury Obligation 1
GSE's Agency Securities

1

i

FHLB FFCB, FHLMC, FNMA 40%
other names — 10%

10% 5%

Corporate Bonds

5%
ipal Bonds A

s Acceptange

Certificates of Deposit/Bank
Lreposit/Saviggs Accounts

Q8T LGP Fund

2. Investment Maturity

a) . The City will not directly iny

by The maximum weighted matunity of the total portfolio shall not exceed 18 months, This maximum is

established to limit the porttolio to excessive price change exposure.

) Liguidity funds will be held in the LGTP or in money market instruments matuting one vear and shorter.

s and will be only invested in higher
estment criteria outhned m 10.08,100,

portion of the portfolio will have matutities between one day and five ve
guality and hquic securities that meet suitable in

<

) Total Portlolio Maturity Constraints:
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WAM fweighted average maturty)

) Exception to the fve-vear ottty maximum:  Reserve or Capital Improvement Project montes may be

mvested in secunities exceeding five (5) vears if 1hc, maturities of such investiments age made to coincide as
neatly as practicable with the expe

Competitive Selection and Pricing

{8

The City_shall seck unnnum\c nnuno when buving QoF selling investments, and will buy or sell the offer that

provides the ¢

4, securties shall generally be held unil maturity with the following cxccpﬁons:

R ) A secunty with declining credit may b 1 car of principal.

Cnrity ex

..................... WC)Mlﬁi_Jmem..tlm_memlmho reguire tha t th
d)__As needed for 10.08.130(c).

“hange th at would i Inprove rh(‘ cuality \wld or tareet d.t.u.,x.mm i the portfolio.

10.08.110 Prohibited Investunents;

A._Qregon Revised Statutes allow several other investment tvpes for municipalities that are not appropriate for the City's

portfolio_and are not included within the scope of these admumistrative proceduses, including: eencral obligation
secutities of the states of Idaho and California, share accounts and saving accounts in credit unions for a def
compensation plan, life insurance and annuity contracts with insurance companies for funding deferred compensation

rred

and trusts for deferted compensation.

B. The Citv prohibits mosigage-backed securities in the portfolio.

C.__Securities lending is prohibited 1o the City's portfolio.

D, Private Placement or "144A" Securities.

10.08.120 Investment of Proceeds from - Delbit Issuance:

A Iovestments of bond proceeds are reswicted wnder bond covenants that may be more restrctive than the investment
parameters included jn this Policy. Bood proceeds shall be invested in accordance with the purameters of this Policy and
the applicable bond covenants and tax laxes.

B. _Funds fmm bond l?‘roceeds and amounts held i g bond payment reserve or proceeds fund mav be jnvested pursuant to
stments of bond proceeds are tepically not invested for re-sale and are maturity maiched with
ourﬂows (()ﬂHLQUCil(lV surplus funds within the scope of QRS 294.052 are not subject to this Policy's lquidity risk
constraines within section 10.08.100.

lonitorings Guideline M Measurcment 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 nmieasurements will be market value of the investments.

€. Guideline Compliance

L.__If the pomfoho falls outside of compliance with adopred investment policy guidelines or 1s being managed
inconsistently with this Policy, the Investment Officer shall bring the portfolio back wto compliance in a prodent

mannet and as soon as pradently feasible,
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2. Yiolations of portfolio guidelines as a result of rransactions: actions to brng the portfolio back into compliance, and

reasoning for actions taken to bring the l'vorl'fn}io h:u:k mto compliance shall be documented and reported to the

iuvestmcm type fnay ])L m\.t,u,dul tlt a_pomf in time,  Securities need not be, .hq‘u‘ldarc%d to_realign the portfolio;
howcver C()ﬂ%id(}l‘;lﬁ()ﬂ <h0uld be given to this matter when future purchases are made to ensure that appropriate
diversil

alance, maximum percentages for a particular issuer or

4. 1f 4 corporate bond is downgraded below corporate rating criteria established at purchase, the Fmance Director will
immediately notify the W%eﬁ—% ASC _members of the duwns;mdc and mu\-ul( an, mmlx sis _and

tecommendation.  The analysis will be reviewed at the next quarterly
document the deciston in the meeting minutes.
InvestmentInstruments——Funds-of o ~be-limntted-to-these-trave

State-of-Oregonand-ns-idendfied-in-the iiﬁ*ewtﬂ}ei}f—«‘:d intsteative-Roliey:
A VRS : ifeation—undi-of-the-Citp-of-Corvallis-will-
%ﬁﬁf&iﬁﬂﬁﬁ?&@ﬁ*i&ﬁ‘%ﬁlmﬁeﬂﬂﬁdﬁmﬂm i
10.08.670130 Reporting Requirements
Annual Reports -- The

“inance Director shall submlt an annual statement certifying compliance with

the-this Investment A«lﬁﬁfmﬁmPohcy to the Investment-G JASC, noting compliance throughout the most
recently completed fiscal year. This statement shall be hled as soon as practical, but no later than August 31 of each
yeat.

Al Quarterly Reports -- The ASC shall at a_repmlar meeting, review the guatterly operating report (QOR) section on the
investment portfolio as submitred by the Finance Director seflecting investment activity for cach of the immediately

preceding three months, using the objectives ontlined above. Should the report not be accepted, the report shall be
revised accordingly by the Finance Director and resubmitted to the ASC av its next tegularly scheduled meeting or
sponer if requested.

B:(. Monthly Reports -- The . ance Director shall provide the-tavestmentG ctbASC-with a Monthly
Investment Report revmwmg the comphance with the-this Investment Mtﬁi—ﬁﬁfﬁﬂ%—POhcy and providing data on
investment nstruments being held, as well as any narrative necessaty 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 1ssued 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 matkets.

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 approptiately recorded, assets ate 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. Internal Control System -- The City shall establish and maintain a process that is designed to provide reasonable
assurance that the City is achieving the following objectives:

1.
2
3.
4

effective and efficient operations,
reliable and accurate financial information,
compliance with applicable laws and regulations, and

safeguarding assets against unauthorized acquisition, use, or disposition.

statements, including tests of the intetnal controls. It is the City's objective that the financial statements receive an
unqualified opinion, an opinion in which the auditor can state, without reservation, that the financial statements are
fairly presented in conformity with Generally Accepted Accounting Principles (GAAP).

10.09.040 ___ Financial System
A. Purpose of the Financial System -- The financial system shall be used as the means of recording and reporting

financial transactions in a way that will assist users in assessing the setvice efforts, costs and accomplishments of the

B.

1.

o

T S N

City.

Financial System Characteristics -- The City’s accounting and reporting system shall demonstrate the following
charactetistics:

1. | reliability,

2 accuracy,

3. consistency,

4 timeliness,

5. efficiency,

6 tesponsiveness,

7. compliance with legal requirements, and
8 conformance with GAAP.

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, financial planning, resource
allocation and service delivery will be made to the City Manager at the beginning of the annual budget process.
Adding, closing, or making significant changes to a fund shall be done by the City Council by adopting a resolution.

10.09.050 External Financial Reporting

A. Comprehensive Annual Financial Report (CAFR) -- The City shall annually prepare and publish, by December 315 of
" each year, a CAFR in conformity with generally accepted accounting principles. The CAFR shall include but not be
limited to:

an explanation of the nature of the reporting entity,
the extent of activities conducted by the City,
comparison of actual acﬁvity to adopted budget,

an explanation of the City’s fiscal capacity,

disclosure of short and long term liabilities of the City,

capital assets reporting,
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7. cash policies and compliance reporting,
8. accounting policies, controls and management responsibilities, and

9. all other disclosures required by GAAP.

City of Corvallis 26 Financial Policies



GLOSSARY OF TERMS USED IN FINANCIAL POLICIES

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

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

Assessed Value - The value set by the County assessor on real and personal taxable property as a basis for levying taxes.
Assessments - An amount levied against a property for improvements specifically benefiting that property.

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

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

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

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

CAFR (Comprehensive Annual Financial Report) - Prepared at the close of each fiscal year and published no later than December

31 of each year to show the actual audited condition of the City's funds and serves as the official public record of the City's
financial status and activities.

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

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

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

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

'Council Goals - Broad goals estabhshed by the City Council at the outset of each two-year term to guide the otganization in its
“activities and focus.

Debt Service - The amount of principal and interest that a local government must pay each year on net, direct—bondcd, 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
tevenues duting a single accounting period. Direct Cost - A cost directly related to producing and/or providing telated services.
Direct costs consist chiefly of the identifiable expenses such as materials and supplies used to provide a service, the wages and
salaries of personnel workmg to prowdc a service, and facility costs. These expenses would not exist without the program or
service.

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

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

e Ascertain whether financial statements fairly present financial position and results of operations,
e Test whether transactions have been legally performed,

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

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

*  Ascertain the stewardship of officials responsible for governmental resources.

Financial Condition - The City's ability to pay all costs of doing business and to ptovide 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 providés information about the expected future fiscal stability of City operations. The
projections are for the operating funds of the City. Each financial plan, or proforma, includes a discussion about issues that are
addressed in the proforma, as well as assumptions made about both revenues and expenditures for each fund.

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

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

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

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

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

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

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

Assigned: Amounts the City intends to use for a specific purpose. The authority to assign resources lies with the City’s
Finance Director.

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

GAAP - Generally Accepted Accounting Principles.

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

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

¢ General Fund - The major source of revenue for this fund is taxes. Thete ate no testtictions as to the purposes in which
the revenues in this fund can be used

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

¢ Debt Service Funds - Funds used for paying principal and interest of debt on non-enterprise funds.
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»  Capital Project Funds - Resources from these funds are used for purchase or construction of long-term fixed assets.

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

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

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 expected, and/or expenditure budgets 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
financial plans to give a more likely projection of fund balance than otherwise would be visible,

Indirect Cost - A cost incutred 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
supetvisoty 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 of long-term debt.

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

Modified Accrual Basis of Accounting - The accrual basis of accounting adapted to the governmental fund type under which
* revenues are recognized when they become both "measurable" and "available to finance expenditures of the current period."
Expendltures are genérally recognized when the related fund liability is incurred.

One-Time Revenue - Revenue that cannot reasonably be expected to continue, such as a single-purpose federal grant, an
intetfund transfer, or use of a resetve. 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 commumty

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

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

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

e Enterprise Funds - Account for distinct, self-sustaining activities that detive the major portion of their revenue from
user fees.” ‘

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

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

Resolutions - A legal document adopted by the City Council that directs .a coutse 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 requitred by state law, bond covenants, or grant requirements.
For example, many states requite that gas tax revenues be used only for street maintenance or street construction.

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

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

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

Unfunded Liability - A liability that has been incurred during the current or a prior year, that does not have to be paid until a
future year, and for which teserves 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 W

10.08.010 Purpose -

To minimize risk assoctated with investing the City’s monies and ensure the availability of cash to meet expenditures, while
maximizing eatnings opportunities and minimizing idle funds. These policies provide ditection 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 vatiety of
investment instruments as authorized by Oregon Revised Statutes on local government investments—atd-the—Cityls
Adsmimistrative Poliey-onTnvestments. 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 mstruments.

10.08.030 Scope

These investment policies apply to all cash-related assets within the scope of the City's

aud1ted fmancml statements and held directly by the City. I’ unds held and mvested by trustees or ﬁscal agents are

states—lavestments-s ok ,meﬁ%&d—t%e—m&éemm&%ﬂ&ewﬁww&h&g%ﬂﬂwww
frkpméeﬂte——dﬁm»eﬁeﬁﬁmd«ﬂ H@lhgem—e-eceﬂ-he i-the-management-of-thelt-ownatfatrsnot-for-speenlations-but-for
WtW%tﬁM%ﬁiﬁb%mﬁf@ﬂMﬂﬂﬁ%—ﬂ% -well- %ﬂ%ej)mbﬂ&]e-ﬂﬁeofﬂe—m-b&-éc tived s

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 secondaty objective of return:

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

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

3. Liquidity: Maintain sufficient ligudity o meet operating needs requiremests—by managing cash fow

requirements.;

inertring—unreasonable—sisks—regardt atrcial

S————Retumn; Attain a market rate of return throughout budgetary and economic cycles; by implementing an
investment sll Areey.

10.08.50 = Responsibility '

A, Authesity-Governing Body —— The City Council has a tiducmv csmmmhihr\ tor invested Ciry funds. The City
Council’s standing \dmnuauame Services Committee {(ASC) shall serve as the ov ersight body, Formal review of
this investment nohc\ and investment activity shall be conducied ar ASC mectings at least quarterly. On an gd foc
bass, a citizen of the City of proven integrity and business ability may be invited to_attend ASC meetings 1o

provide additional, local, unbiased experti he City Council, via ASC, will receive reports with sufficient detail

6] compl‘v wil:h QRS ¢ "h'ap ter 294:085-and-204-455 requircments.

may demgnate the Fmance Director as Treasurer to manage the day-to-day operauons of the C1tys 111ve5trn<,nt
portfolio, place purchase and sell orders with dealers and financial institutions, and prepare repotts 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.

raget-it-earring-out-this-the-managementresponsibilityfor-the-tavestrment-progeams—the
: teated. Mwﬂwm+mmal-ahﬂﬁ—h&eoﬂif)e)aed—e{-ﬁ}@%—iﬁ*—l&ﬂtﬁgehm&l—ﬂﬂm)ce



Ditectorthe-City-Atotney—and Qnne- r#rmnl WMWH%)H]W&WWMMW —Hae—(%ty

Couneth-reviews 11‘_1&'@9{ﬁlﬁ‘ﬂf—feﬁ(}ﬂ*—‘sulﬂﬂﬁte& g fhew('-mi ]
immedinteh-preeeding-three-months—eeept MK-*:“@F@WWH%R{M b&ﬂmﬁmww—bhaﬂld—fhwefﬁeﬁe{%eeﬁ%
fhe WWW%M@&M}]M%WW~M d-resubmittec—to—the-Tnvestrment-Couneil-ntitsnext

wled-meeting-or-soonertfrequested:

9 N’Iﬂnzlg‘ver’s ]n.westment .,c\dnliniswén ti‘\*e Pr()cedurcs for implementing this policy, and may have authority to

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

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

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

required minimum criteria for the approved Investment Advisors:

1 The ‘l,nvek;rmenr -\dvi‘aor ﬁrm must be registered with the Securities and Exchange Conmunission (SEC) or

2y All Investment Advisor firm rcprcscmn.t.i\‘rc:s conducting investment transactions on behalf of the City must
be registered representatives with Financial Industry 'Rt?séulat‘().xrv Authority (FINRA):

it

must

be l‘icen:scd 10 dr) 1)111«1.11(355/11.,1(1 esIn Lh( &mlt‘ 01 ()ﬂ:uon

4 Ao cngaged Tovestment Advisor must provide notfication within 30 davs of any formal inveshgation ot
disciplinary action initiated by Federal or State regulators.

D. Governing Authotity -- Funds of the City will be deposited and mvested 1n accordance with statutes, ordinances,
and. policies governing the City of Corvallis and will be in compliance with the provisions of Qregon Revised
Statutes (ORS) 294, and other applicable statutes. Investments will be m accordance with these policies and
wtitten_administrative_proceduges, Investment of any tax-exempt borrowing proceeds and of any debrt service
funds will u)moh’ \vﬂh 1he relevant provisions of the Internal Revenue (,mlc of 1986, as amended Iavestment
MataritysMatehes h-Blow—-Recopmizing-thatthe-City's—aeced-for-funds- ﬁﬂ}ﬁf—tﬁﬂ%’fﬁﬁ%—ﬂ-}&%-ﬁ%ﬁﬁ
%%Mbﬁwe%wwﬁffwm@mﬁwwm%%w :
eonststent-with-the-projected-eash-Heow-budget:

10.08.060 Standards of Care

Ao Prodence - Investments shall be made with judgment and care — under circumstances then prevailing — which

persons of prudence, discretion, and mtelligence exercise in the management of their ovwn affairs, not for
LT VR L2 0. 1 R A Sestmantnth b4k AL AL MIMNVAL Al ldllna dbll LS

speculation, but for investment um'ﬂdvrmo the probable safety of their capital, as well as the probable income to
be derived. Tnvestment decisions shall be made within the obicctives (xurhnul in_this investment administrative

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 ol managing an overall portfolio. Investment officers acting in accordance with

written procedures and exercising due diligence shall be relieved of pessonal responsibility for an individual




secugity's performance, provided that deviations from expectations are teported in a Hmely fashion, and
appropriate action is taken to control adverse developments,

_10.08.070 —Administration and Operations

A, ——bafekeepme and Collateralization

L. Safekeeping Custodial Bank: Investment securities purchased by the Citv will be delivered by book entry and held
. a_segregated account for the City's benefit by one financial institation desionated as custodian. The purchase
and sale of all securities will be on g delivery-versus-pavment basis.

2..... Collateralization of Re-purchase Agreements:  Re-purchase agreement collateral is limited in_maturity to_three
vears by ORS and should be priced according to the adopted policy of the Qregon Investment Couneil:

United States Treasury Securities 102%%

United States Agency Discount and Coupon Securitics 10254

Ireasury securities and US Agency securities. Morteage

Bankud and (,)111  S6 urnms are uo[ allow

All re-purchase agreements require 4 mastes re-purchase conteact with the approved broker dealers,

3. Collateralizaton of Certificates of Deposits and Baok Deposits: At a minimuom, tme deposit open accounts
Certificates of Deposit and savings accounts shall be collateralized through the state collateral pool for any excess
over the amount nsared by an agency of the United States government in accordance with QRS 295, All

Additional collateral mav be required if staff deems

positories must be on the State of Oregon's qualified list.
ncreased collateral is beneticial to the protection of the monies under the Ciry's management. The City will report

Anmm]h (6] 1}10 Qregon. State Lreasury the financial tnsutoons that are wunsacting business with the City as

B. Internal Controls

The I mam Director shall mameain a system of written interpal controls. which shall be reviewed by the independent
auditor, who shall provide an annual review (o 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, mistepresentation, or improdent

acuons. The intermal controls will be updated at a minimum bienmally or as necessitated by sysrem changes.

10.08.090 _ Qualified Institutions

uﬁnﬂ—tﬁﬂ%et_;tmrmw e City shall maintain a lsting of authorized

l)l.ol\m dtdlt‘b and [manual 1rlsmu1mm \\‘lm_h are_approved for investment purposes. The list will be shared with (he

ASC when changes are made. Approval of Qualified Insticutions can occur o one_of the following three

reLmstances:

1. Investment Advisor Approved List

If the City has an Investme

1wt Advisor, the Advisor shall provide a Tist of brokers/dealers which the Advisor has

vetted for meeting QRS standards for local government investments.

2. City-Approved Broker/Dealer List:

a):_ Broker/dealers must have a branch located 11 Oregon.

by The broket/dealer must routinely provide services to public endties in Oregon and be knowledgeable of
Qregon_governmental investments statutes and the City Council’s [nvesunenr Policy_as well as_the City
Manager’s [nvestment Administrative Procedutes.

c)._Brokers/dealers must complete the Broker/Dealers Questionnaire and Ceriification.

d)__Broker/dealers must be approved by the City of Corvallis Administrative Services Commiitee at the next
guarterly meeting before conductine investment business with the City,




e) . An updated Bml\ul Dealer ()ues.nouncurc will be mailed ro_each firm. .mnua]h and should hc completed angd
retur ith audited anaual fi tals. Fatlure to complete il
lead to removal from the approved list.

£) __Any broker/dealer that is on the City's authortized list may be temoved from said list if the City has not
purchased from that broker/dealer during a period of three vears.

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 guorum of
Council members concur,

3. Eite—Linancial Insdrution —list:

The State of Ogegon Treasurer’s Office maintaing a list of Fhe—Citv—shall-maintain—a-tstine-of-all financial
instrtutions for depostts and _certificates of _deposits, which are approved for local government investment
purposes. Any financial mstitution on the Treasurer’s list shall be acceptable for City investment purposes.

———10.08.060100 Authorized and Suitable Investments-Instraments/Vehieles

A Leeal Tnvestments

All investments oi the City shall be mmh in accordance with Qregon Revised Statutes Chapter 294, Any revisions ot
1all be assumed to be part of this Investinent ]’oh(*y immediately upon hetng

tomull\' mu)momlgd at the next annual update of this policy.

enacted. and will be

i~

B, Suitable Investments (Specific Types)

Lreasury Obligation Direct Qbhgations of the United States Treasury whose payineny is
guaranteed by the United States (ORS 294.035(3)())
(i"rovcmmmn' Sponsored Hnterprise | US Government Agencies, Government Sponsored B $
or US Agency Obligations (GSIs) Corporations or Instrumentalites of the US Gov unmun -
Federal Instrumentality Securities include, but are not limited, to
Federal National Moxtgage Assoctation (FINMA), the Federal Flome
Loan Mortgage Corporation (FHLMC), Federal Flome Loan Baaks
(EHILBY, and the Federal Farm Credit Banks (FFCB). (ORS
035031 ()

Cominercial Paper Commercial Paper that is rated AT/P1 and has long-term bonds which
have a minymum rating of AA- by Standard and Poors or Aad by
Moody's or AA- by Uirch, In the case of a split rating, (more than one
tating mtwldcr\ the lowest ratmg will be used as the criteria for
mvesting.
C.orporate Obligations Corporate domestic bonds issued by a commercial, industtial, or
fmmu.xl mstitution registered with the Securities and Fxchange
Commission, _Authonzed corporate bonds shall be limited to
obligations of the United States dollag-denominated corporations
organized and opetating within the Unired States. The debt must be

ated at least As \ by Standard and Poors or Aa3 by Moody's or AA- by
Latch ag the time of purchase. In the case of a_split rating, (more than
ler), the lowest rating will be used as the critetda for
mvesting. 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.
icipal Qbligations Lawfully issued debt obligations of the State of Oregon and its qgcnuc

eon and its poliucal subdivisio

one ratin, 2.1 rovid

or mstrumentalities of the State of O

that have a AA- by \Lmd'rrd and Poors or Aad by Moody's o
Firch. In the case of a split ratng, (more than one rating mm]du\ the
lowest rating will be used as the criteria for investing, (ORS

Bankers Acceptance A short-ferm credit investment created by a non-financial firm and
guaranteed by a gualified financial institution whose long-term letter of
credis rating is at least AA- by Standard and Poors or Aad by Moody's
0. AN by Fitch ar the time of purchase. (ORS 294,035(3)(h)(A)
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tificates of Deposit/Bank i posit open accounts, certificates of deposit
hosit/ Savings Accounts accounts i insured wnstitutions as defined 1 QRS 7¢

erti
=

unions as defined in QRS 723.006 or in federal cre .
institution or credit union maintains a head office or a br mch in rhls

state. (ORS 294.025(3) ()

Local Government Investment Pool | State Treasurer's local short-tevm tnvesument fund up to the statutory

(LGN Limit, per QRS 294 810,

Investment Parameters

1.

Investment Diversification

ThL City will diversify the portfolio to avoud m(umm. LHllL*l\OIlAMC nsl\s mhcrem 1_over- m\rcwmp mn %W_LL[IL

o

mdwldu,ll financ ml mstitutions

institutions to reduce (:hf:. h nee nf 10%. ,md vm\mL maturity lmmh to_ensure availability of hmds to_meet cash
needs.

I'teasuty Obligation 10004 g
s Agency Securities o FOB, FEIAMG, ENM \ l 03
i 100%% 07
oth.mt names — 10%
Commercial Paper 10% 5%
Cotporate Bonds 10% 5%
Municipal Bonds 10% 5%
Banker's Acceptance 10% 59
(;Zcmi,iﬁc-:amﬁ o'f" Deposit/Bank 2504 159
Deposit/Savings Accounts
OSTFE LGIP Fund ORS 294 Iimit

Investment Maturity

2)__The City will nor direcrly invest in sccuritics maturing more than five (3) years from the date of purchase.

-

by The maximum weighted maturity of the total portfolio shall nor exceed 18 months, This maxunum 18

#

established to limit the portfolio to excessive price change exposure.

¢)... Liguidity funds will be held in the LGIP or in money marker mstraments maruring one year and shorier.

)y Core investment funds will be defined as the funds in excess of lguidity requirements. The investments in
this portion of the portfolio will have maturipes between one day and bve years and will be only invested n
higher-quality and liquid securities that meet suitable investment crteria outlined in 10.08.100.

&) Total Portfolio Maturity Constraints:

100%

AVOLage

£y Exception to the five-vear matudity maximum:  Reserve or Capital Improvement Project monies mav _he

invested 1 securities exceeding five (5) vears if the maturities Uf such investments are made to coincide as

nearly as practicable with the expected use of the tunds,




3. Competiive Selection and Pricing

‘Lhe City shall seck competitive pricing whes buving ot sellng investments, and will buy ot sell the offer that
proﬂdc s the optimal price for the risk of the tetn /mstrument.

4, _Securitie

...... ) A security with declining credit may be sold early t of principal.
b) security exchange that would improve the guality, rget duratton in the portfolio.
o). Liguidity needs of the portfolio require that the secutity be sold.

s shall generally be held until marurity with the following exceprions:

dy As needed for 10.08.130(c).

10.08.110 Prohibited Investments:

A, Qregon 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 Califoraia, 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 defetred compensation,

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

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

D). Prvate Placement or "144A" Securities,

10.08.120 Investment of Proceeds from Debt Issuance:

A._TInvestments 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 accor this Poli
and the applicable bond covenants and tax laws.

B.. Fuonds trom bond proceeds and amounts held in a bond payment reserve or proceeds fund may be invested pursuant
10 QRS 294,052, Investments of bond proceeds are m_nca]lv uot mvested for re-sale and are maturiry matched with
outflows. Consequently, surplus funds within the scope of ORS 294.052 are not subject to_this Policy's lquidity risk
constraints within section 10.08.100,

10.08.130 Monitoring; Guideline Measurement and Adherence

A, Monttoring - 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 -~ Gudeline measurements will 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 mudem
manpner and as soon as prudently feasible,

MWW__Z_W“ ) M[_Lurtfom ;»mdc nes as a xuulr of tuumuﬁ;gm actions 5 10 brm;r rln, pnrtfc lio lmul\ into Lomplnmgc

AI[U\.IL

Duc to fluctuations m the aggregate Mus funds balance, maxi [ m'lgvc-, for a_p

]ed ata pom in time. u1chrcd t
[

divcrsxlu,(mon 15 M untdmod

4. L a corporate bond 1s downeraded below corporate rating cuireria established at purchase, the Finance Director
will immediately noufy the Investment-Couned-ASC _members of the downgrade and provide an analysis and
recommendation,  The analvsis will be reviewed at the next quartesly Investment-Geounetb-ASC meeting 10
document the decision in the m.c:eting minutes,

{MM%W%MEMWHMtHﬂiﬁWOM

A—Investment-Divessifleation—unds-of-the-City-of-Corvallis-will-be i : ith-¢li
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10.08.070130 Reporting Requirements
A, Annual Reports -- The Giy—FreasuresFinance Director shall submit an annual statement certifying compliance with

Wwfheﬂhis Investment f&émhﬁ%tfa&v&l’olic;gf to th_é Irvestment-Gounell 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.

AB. Quarterly Reports - The ASC shall at a regular meeting, review the quartetly operating report (QQR) section on the
investment portfolio as submitted by the Finance Director reflecting investment activity for each of the immediately
preceding 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 regulatly scheduled meeting or
sooner if requested,

B-C.Monthly Reports -- The Gir-Freasurer[inance Director shall provide theduvestment-GounellASEwith a Monthly
Investment Report reviewing the compliance with #he-this Investment Aebsninistertie-Policy and providing data on
investment instruments being held, as well as any narrative necessary for clarification,
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 10.08 INVESTMENTS WQ‘N\/

10.08.010 Purpose

To minimize risk associated with investing the City’s monies and ensute 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. 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,

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 tegulations 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 summatized as primarily concetned 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.

Return: Attain a market rate of return throughout budgetary and economic cycles by implementing an
investment strategy.

10.08.050____ Responsibility

A. Governing Body — The City Council has a fiduciary responsibility for invested City funds. The City Council’s
standing Administrative Services Committee (ASC) shall serve as the oversight body. Formal teview of this
investment policy and investment activity shall be conducted at ASC meetings at least quarterly. On an ad boc
basis, a citizen of the City of proven integtity 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 mvesting City funds is vested with the City Manager, who, in turn,
may designate the Finance Director as Treasurer to manage the day-to-day operations of the City's investment
portfolio, place purchase and sell orders with dealers and financial institutions, and prepare reports as required.
The Finance Director may choose to use the services of a professional investment advisor if he/she believes that
is most beneficial to the organization.

C. Investment Adviser -- The City may enter into contracts with third-party investment advisoty firms when such
setrvices 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 City. 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) Al Investment Advisor firm representatives conducting investment transactions on behalf of the City must
be registered representatives with Financial Industry Regulatory Authority (FINRA),



3) Al 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
disciplinaty action initiated by Federal or State regulatots.

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
funds will comply with the relevant provisions of the Internal Revenue Code of 1986, as amended.

10.08.060 Standards of Care

A, Prudence -- Investments shall be made with judgment and care — under citcumstances then prevailing — which
petsons 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 desctribed above, and
shall be applied in the context of managing an overall portfolio. Investment officets 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 ate 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 Agreements: 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 102%

United States Agency Discount and Coupon Securities - 102%

The City further limits the allowable collateral to only US Tteasury 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. The 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 Ditector shall maintain a system of written internal controls, which shall be reviewed by the independent
auditot, 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 authotized broker/dealers and financial institutions which are approved for
mvestment putposes. The list will be shared with the ASC when changes ate 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 broketr/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.

¢) 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 financials. 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 City's authorized list may be removed from said list if the City has not
purchased from that broket/dealer during a period of three years.g) Any  broker/dealer may be
removed from the approved list at any time by the Finance Ditector based upon news or knowledge of
inappropriate behavior by said dealer, or for any other reason with which a quorum of Council members
concut,

3. Financial Institution :

The State of Oregon Treasurer’s Office maintains a list of all financial institutions for deposits and certificates of
deposits, which are approved for local government investment putposes. 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 accotdance 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)

i xS SR s 2 o
U. 8. Treasury Obligation - Direct Obligations of the United States Treasutry whose payment is

guaranteed by the United States. (ORS 294.035(3)(a))
Government Sponsored Enterprise | US Government Agencies, Government Sponsored Enterprises
or US Agency Obligations (GSE’s) Corporations or Instrumentalities of the US Government —

. ' Federal Instrumentality Secutities 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
294.035(3)())
Commercial Paper Commercial Paper that is rated A1/P1 and has long-term bonds which
have a minimum rating of 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.




Corporate Obligations Corporate domestic bonds issued by a commercial, industrial, or
financial institution tegistered with the Securities and Exchange
Commission. Authorized corporate bonds shall be limited to
obligations of the United States dollar-denominated corporations
otganized 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 rating 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.

Municipal Obligations 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

294.035(3) (b))

Bankers Acceptance A short-term credit investment created by a non-financial firm and
guaranteed by a qualified financial institution whose long-term letter of
credit rating is at least AA- by Standard and Poors or Aa3 by Moody's
or AA- by Fitch at the time of purchase. (ORS 294.035(3)(h)(A))
Certificates of Deposit/Bank Time-deposit open accounts, certificates of deposit, and savings
Deposit/ Savings Accounts 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. (ORS 294.035(3)(d))

Local Government Investment Pool | State Treasurer's local short-term investment fund up to the statutory

(LGIP) limit, per ORS 294.810.

C. Investment Parameters

1. Investment Diversification

The City will diversify the portfolio to avoid incurting unteasonable risks inherent in over-investing in specific
instruments, individual financial institutions, or maturities. Divetsification to avoid undue tisk 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.

US, Treasu bhgaron one

GSE's Agency Securities FHLB,FFCB, FHLMC, FNMA 40%
100%

other names — 10%

Commercial Paper 10% 5%

Corporate Bonds 10% 50/,

Municipal Bonds 10% 5%

Banker’s Acceptance 10% 5%

Certificates of Deposit/Bank 0 o

Deposit/Savings Accounts 25% 15%

OSTF LGIP Fund ORS 294 limit

2. Investment Maturity
a) The City will not directly invest in securities maturing mote than five (5) yeats from the date of purchase.

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

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



10.08.110
A.

d) Core investment funds will be defined as the funds in excess of liquidity requitements. The investments in
this portion of the portfolio will have matutities between one day and five 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:

Under 30 days “10%
Under 1 year 25%
Under 5 years 100%
WAM (weighted average

maturity) 1.5 years

f) Exception to the five-year maturity maximum: Reserve or Capital Improvement Project monies may be
invested in securities exceeding five (5) years if the maturities of such investments are made to coincide as
neatly as practicable with the expected use of the funds.

3. Competitive Selection and Pricing

The City shall seek competitive pricing when buying or selling investments, and will buy or sell the offer that
provides the optimal price for the risk of the term/instrument.

4. Securities shall generally be held until maturity with the following exceptions:

a) A security with declining 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.
¢) Liquidity needs of the portfolio require that the secutity be sold.

d) Asneeded for 10.08.130(c).
Prohibited Investinents:

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

C.
D.

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.

The City prohibits mortgage-backed securities in the portfolio.
Secutities lending is prohibited in the City's portfolio.

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.

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 ate 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 Mo‘niton’ng; Guideline Measurement and Adherence

A.

B.
C.

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

Guideline Measurement -- Guideline measurements will be matket value of the investments.

Guideline Compliance



If the portfolio falls outside of compliance with adopted investment policy guidelines ox 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.

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

Due to fluctuations mn 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 pottfolio;
however, consideration should be given to this matter when future putchases are made to ensute that appropriate
diversification is maintained.

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

10.08.130 Reporting Requirements

Investment Policy to the ASC, noting compliance throughout the most tecently completed fiscal year. This
statement shall be filed as soon as practical, but no later than August 31 of each year.

Quarterly Reports -- The ASC shall at a regular meeting, review the quartetly operating repost (QOR) section on the
investment portfolio as submitted by the Finance Ditector teflecting investment activity fot each of the immediately
preceding three months, using the objectives outlined above. Should the tepott not be accepted, the report shall be
revised accordingly by the Finance Director and resubmitted to the ASC at its next regularly scheduled meeting ot
sooner if requested.

Monthly Reports -~ The Finance Director shall provide a Monthly Investment Repozt reviewing the compliance
with this Investment Policy and providing data on investment instruments being held, as well as any natrative
necessaty for clarification. The Monthly Investment Report shall include summary information about all
investments held in the City's pottfolio 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 tepotting petiod.
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CITY OF CORVALLIS

ADMINISTRATIVE POLICY MANUAL

POLICY AREA 5 - FINANCIAL MATTERS

AP 95-5.03 Investment Administrative Procedures

Adopted December 1, 1990
Revised February 5, 2004
Reviewed  February 3, 2005
Revised August 4, 2005
Revised May 3, 2007
Reviewed  February 7, 2008
Revised August 7, 2008
Revised May 18, 2010
Revised August 2011
Revised  August 7, 2012
Revised August 8, 2013

5.03.010 Purpose

Ctis the purpose of these investment administrative procedures to establish and
provide guidelines for the safe and efficient management of City funds within the
policy guidelines set by City Council in CP 10.08 investments. 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
and federal law and prudent investment principles.

5.03.020  Governing Authority

The governing authority for the investment 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 Administrative Procedure further defines Council Policy directives for staff to

implement in the actual day-to- dav manaqement of Cltv monies.
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ORS-294-125-through-294.1565-0ORS-294.810.—and-other-applicable-statutes-
lvestments-will be-in-accordance-with-these-policies-and-written-administrative
procedures—lnvestment-of-any-tax-exempt-borrowing-proceeds-and-of-any-debt
service-funds-will-comply-with--the-relevant-provisions-of-the-Internal-Revenue
GCodeof 1086-as-amended-and regulations-adepied-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 Obijectives

The Cltys |nvestment objectnves are defmed bv the Cntv Counczl in CP 10 08. hsfeeel

5.03.050 Standards of Care

5.03.051 Delegation of Authority and Responsibilities

a. Authority is delegated by the City Council in CP 10.08. Through the annual review
and adoption of this Administrative Policy, the City Manager has delegated authority
for day-to-day management of City monies to the Finance Director.

b—Delegation-of Authority
The-autherity-forinvesting Gity funds-is-vested-with-the-Gity- Manager-who-in
wwmwmammmwm
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day-operations—of-the-Gity's-investment-portfolio.-place-purchase-erders—and
sellorders—with—dealers—and—financial-institutions—and -prepare—tepors—as
required:

Fhe—-Finance—Dbirector—acting—by—authority—of—the—GCity--Manager— is—the
Freasurer—and,—as—such,—is—responsible—for—the—daily—administration—of
vestments-by-the—trvestment-Officer(s)-and-shall-evaluateall-investnent
opportunities-with-respect-to-these-investment-administrative-procedures:

c—investment-Counecil

Te-assistthe-Gity-Manager-in-carrying-out-the-management-respeonsibility-for
the-investment-program,—the-City-Managers-Investment-Council-has-been
created-by-the City-Couneitthrough-the-Finansial-Policies—thvestment-Policy:
Fhe-thvestment-Council-shall- be-compesed-of-the-City-Manager-the-Finance
Director;-the-Gity-Allorney—and-a-citizen-of the-City—of-proven-integrity-and
business-abiity—The-Gity-Counel-President-orthe Counel-Viee -President; if
the-Council-President-is unable to-serve -shall-serve-ex-officio as—a-voling

. member:

The-City-Managers-thvestment-Council-is-responsible-for-advice-with-respeet

to—investment—decisions—activities—and—the—establishment—of—written

W%%Wt%mﬂmmm%mmg—eme

h@dmgs_bankmg—pelatmﬂsmpwmh@egaﬁy—aﬂd—wgb&y—mmem
activities-

d—tnves%mem—AdwseF

5.03.062

1heu5man0%—9#eei%maym@mtewﬂemeen#aetmwh~4hﬁd—aa¢wwes%mem
advisory-firms-when-such-sepvices-are-deemed-to-be-beneficial-to-the-City:
The-advisor-must-comply-with-this-Adrministrative-tnvestment Policy-and-may
have-authority-to-transact-investments-on-behalf-of- the-Gity—-he-adviser-may
only-act-on-a-non-discretionary-basis—Fhereforethe—adviser-must-present
investment—recommendations—and-—receive—approval—to—execute—the

recommendationfrom-the-Finance-Director-or-desighee,-prior-to-making-buys
or-sells-on-behalf-of-the-City-

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 / 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. Upon-appointment-to-the-lnvestment Council-and
upon-each-annual-review-of-this-document—nvestment-Gouncilors-will-sigh-a

statement to-the-effestthey-haveread-and-agree-to-abide by thistrvestment
\drini P l | Ated policies.

5.03.080 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 102%

United States Agency Discountand 1020/
Coupon Securities °
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 Treasurery as required by ORS. Other investments shall be
collateralized by the actual security held in safekeeping.

- 5.03.062 - Accounting Method

The City will comply with required legal provisions and generally accepted
‘acgounting 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 fund 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.

5.03.064—External-Controls

-An—external-auditor—shall-provide—an—annual-independent-review--to--assure
compliance—with-Oregon-state-law-and-the City's-policies-and-procedures-

5.03.070 TFransaction-Counterpartiestavestment-Advisers-and-DepositoriesQualified
Institutions

A The City Council’s Policy on Investments (CP 10.08) addresses the requirements
for Qualified Institutions. To implement these reguirements, 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
pricing 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,

503071 —Qualified-Institutions—Broker/Dealer-and-Financial-Depositories

The-Gity-shall-maintain-a-listing-of-all-autherized-broker/dealers-and-financial

a—Gity—Approved-Broker/Dealer-List:

Ay firm-is-eligibl | ide] . he Ci il
be-added-to-the-list referenced-above-if- the-selection-criteria-are-met—Additions
or-deletions-to-the-list-will-be-made-by-the-Finance-Director-then-reviewed-and

approved-by-the-lnvestment-Couneil-

SQ%MM%M@KMQ%EFA@W&VR@W&H%F@WM
Aeiwsew—ﬁmmwde%—eentrae@(&ee—pmm/)w
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H—aBreoker/dealers-must-have-a-branchlocated-in-Oregon-

i) The brol ) : : outinel blic.ontitios. |
Oregon-

investments-statutes-and-the-City-ef Corvallis-investment-Pelicy-

w——Brokers/dealers-must-complete-the Broker/Dealers-Questionnaire-and
vi—Broker/dealers-must-be-approved-b

Geuaeﬂ-aﬁhe%ext—auaﬁeﬂymeeﬂmgbefem—%nd&eﬂny nvestmem
basmes&wmth@@w

vi—An-apdated-Broker/Dealer Questionnaire-willbe-mailed-to-each firm
annually-and-should-be-completed-and-returned-with-audited-annual
 financials-to-the Treasury-Accountant—Failure-to-complete-the-updated

questennaire-ip-a-timely-mannerwilk-leadtoremoval-from-the approved
list:

v@»—ﬁaﬁek@#dea&@ﬁhaﬁ&eﬂ%e—eﬂy&auiheﬂzed»hst—may—b%emwed
from-said-ist-if-the-City-has-netpurechased-from-that-broker/dealerduring-a
period-of three-years-

v theﬂnane&@weemmpmm}emw@eune st . A
i i iHmember-based-on-news-or
knowledge of-inappropriate-behaviorby-said-dealerorforany-other
 reason-with-which-a-guorum-of Couneil-members-concur:

b—City—Financial-Institution—List

The_Ci hall L list ol fi AL institat ford i I
certificates of deposits—which-are-approved-forinvestment purpeses—Any-firm
is-eligible-to-apply-to-provide-investment-services-to-the-City-and-will- be-added
to-the-list-if-the-selection-criteria-are-met—Additions-or-deletions-to-the listwill

be—made—by—the—Finance-Director—then—reviewed—and—approved—by—the
Investment-Council:

law-{(ORS-295-004 e - .

M%@%Wm%wmeed—#weq&meﬂs
outlined-therein-

{The-bank-must-be—knowledgeable—ef-Oregon—gevernmentalinvestments
statutes-and-the-City-of - Corvallis - investment Policy-
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c—Investment-Advisor—Approved-Hist:

K an-investment-advisor-is-authorized-to-transact-buys-and-sells-en-behalf-of the
City—the—advisors—dealerlist-will MF&WMWDW@G%@FQHQ

removed-:

5.03.072 ———lavestment-Advisers

a,_m%mvestmem@pmay—beseieeted%en%e%mg—aﬁem
il h
i Thefollowing i red for it ¥

{i-}——The Investment-Advisor-firm-must-be-registered-with-the-Seeurities
amdéxehang&@emmssw{%&@}eﬁmensed%he—s&a&e@f

transactions-on-behali-of-the City-must-be-licensed by-the-state-of
Oregorn:

(v —-~An-engaged-investment-Advisor-must-provide-notification-within
30-days-of any-formalinvestigation or-diseiplinary-action-initiated
by-federal-or state-regulators:

iB.  The Finance Director investment-Officer(s} will conduct at least annual reviews of
engaged Investment Advisors to determine their contlnued eligibility within the
guidelines of this policy.

iiC. 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

__The authorized investment types, parameters, and maturity of the City’s portfolio
are defined by the City Council in CP 10.08.
The investment types that are specifically not authorized are identified in CP
10.08.
The investment of bond proceeds will follow the direction provided by City
Council in CP 10.08.
Staff responsibilities for authorized and suitable investments include;

° o @ P
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i. Ensuring the Investment Advisor knows about the City Council’s authorized

list of suitable investments.

iil.  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

urchase.

iti. Where possible, examine the portfolio for

short-term_activity which could

cause the contemplated purchase to push the portfolio out of compliance for

more than XX days.

iv.
Legalnvestments

5.03.081

Al-investments-of-the-City-shall-be-made-in-accordance-with-Oregon-Revised-Statutes:
ORS—204-036—(Investment—of —surplus—Funds—ef—political-—subdivisions;—approved

investmentsy—ORS-294-040-

Restrction—on—vestments—under-ORS-294.035)-0ORS
284435 {Investment-malturity—datesy—ORS-284-145(Prohibited-conductfor-custodial
officer-including-not-committing-to-invest-funds-or-sell-securities-mere-than-14-business
days-prior-to-the-anticipaled-date-of-settlement)—and-ORS-284.805-10-294-895(Loeal
Gevemment nvestment-Pooly—Any-revisions—er-extensions-ot-these-sections-ef-the
MWMWWWW@W&M@%@%WWM

enacted-

5.03.082 Suitable tavestments(Specific Types)

RE Definition

U.S—Treasury-Obligation Direct—Obligations—of--the—United-States
Freasury-whose-paymentsguaranteed-by

Government-Sponsored-Enterprise-or-US | US-Gevernment—Agencies,—Government

Gorporations-er-instrumentalities-of- the-US
Government———Federal—Instrumentality
Secutities—include—but—are—not-limited—to
Federal————National - Mergage

(ORS-294-035(31a))

Commercial-Paper

Commercial-Paper-that-israted-A1/P1-and

| has—long-- term—bonds—which—have-—a

minimum-—rating—of-AA—by-Standard—and
Poors-or-Aad-by-Moody's-or-AA-—by-Fitch-
{n-the-case-of a-sphtrating,-{(more-than-one
rating—provider);—the-lowest rating-will-be
used-as-the-criteria-for-nvesting:
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GCorperate Obligations

appro%eemma&e%uer&#ewumhases
will-be-maintained-and-updated-under-the
same-mechanism-as-the-Broker/Dealer list
in-5-5-03-071¢:

5 : = ary

or-AA-by-Fiteh--In-the-case-of-a-splitrating,
tmore-than-one-rating provider-the-lowest
rating —-will--be-—used-—as—the —ecriteria—for
investing————[ORS-284-035(3)(e)]

Bankers-Acceptance

Standard-and-Poors—-or-Aad-by-Moody's:
or-Ah—by Fitch-at-the-time-of-purchase-¢
[ORS-284.035@HMAY

e deposi v E

Certificates——of——Deposit———Bank
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Deposit/Savings-Accounts deposit-and—savings—accounis—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-ora

branch-in-this-state—{ORS-294.035(3)(a)]

Local-Governmentlnvestment-Pool State—Areasurer's——losal——shod-term
mvestment-fund--up—to-the—statutory—Hmit
per-ORS-294-810

503.090—InvestmentParameters

mmmm@mmlmwwmmm
inherent—in—over-investing—in—specific-instruments,-individual-financial-institutions—or
maturities—Diversification-to-aveid—undue—risk-is—achieved-—by—varying—the-type—of
nvestment-to-ensure-hguidity—investing—in-securities-from--several-different-financial
m%&wmmamwwmm
avalabiibyeotHunds-io-meetcash-needs-

lssuerType Maximum-Heldings Maximum-perlssuer

U S:Treasury-Obligation 100% None

GSE's-Ageney-Securities 100% 40%FHLB FECB~FHLMG;
: ) : ENMA;-10% Othernames

Cemmercial-Paper 10% 5%

Corporate-Bonds 10% 5%

Municipal-Bonds 10% 8%

Bankers-Acceptance 10% 5%

Certificates—of— -Depositi | 26% 15%

Banl . IS i

Acecounts ’

OSTFLGIP-Fund ORS-294-Limit

5:03.092—nvestment-Maturity

%memwmﬂm
from-the-date-of purchase:

rwmwmmwmmwwmmﬂ%@mm
This-maximum-is-established-to-limit the-portfolio-to-excessive-price-change-exposure-
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c——Liquidity-funds--will-be-held-in-the-State-Pool--or-in-money-market-instruments
maturing-one-year-and-shorter:

requirements——The-investments—in-this—portion—of -the—portfelio-will-have-maturities
between—1—day—and-5-years—and-will-be-only-invested-in-higher—quality—and-liguid

e—Total-Portfolio Maturity-Constraints:

a-——~Before-the--Gity-invests-any-—-surplus—funds—or—divests—of investments—prior-to
maturity—competitive-bids—to-sell-or-offers-to-buy-shall-be-obtainedfrom-a-minimum-—of
three-authorized-brokers/dealers—If-a-specific-maturity-date-is-required,—either-for-cash
flow--purposes-or-for—conformance—to-maturity—guidelines—bids—will-be-requested-for
instruments-which-meet-the-maturity-requirement—H-no-specific-maturity-is—required—a
market-frend-{yield-curve)-analysis-will-be-conducted-and-utilized-in-conjunction-with-an
analysis—of-—econemie—trends—to—determine-—which—maturities—would-—be—meost
advantageous— Wewanwm%mmwmm
divesting-of-existing-investments-prior-to-maturity-

b Bidsloffers-will-be—requested-from—financial-institutions—for-various—opti it
regard-to-term-and-irstrument—The-Gity-will-accept-the-bid/loffer-which—provides-the
optimal—price—when—selling—securities—or—investing—funds—within-the—scope—of-these
administrative—procedures——Purchases—shall—be—in—compliance—with-—investment
administrative-procedures-at-the time-of-purchase:
e-——Records-will-be-kept-of-the-bids/offers-made-the-bid(s)/offer(s)-acecepted,and-a
de-regarding—the—investment—The

brief-explanation—of-the—-decision—which—was—ma
Investment-Council-will-be-—-advised—in—th

e—relevant-monthly—report—of-any-sale—of
investment(s)-prior-to-maturity—including-details-of the-competitive-bids-made-and-the
award-decision-criteria-
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%W@sshaﬂ@eﬁemﬂ%be—hemmwmawﬂwwmmﬂwemepﬁ%
———A-security-with-declining-ereditmay-be-sold-eardy-to-minimize loss-of principak
MWWW@HW@W@WM@@LMHH@MWH@
portfolio:

mwmmﬁmwmmmmmmmg
deferred-compensation-and-trusts-fordeferred-compensation.

b—TFhe Gity-prehibits-morgage-backed securities in the-portfolio-
| c—Sescurities-lending-is-prohibited-in-the-City's-portiolio-

ammew%mgwwiwmwmwbe
more—restrictive-than-the-irvestmentparameters—included—in-this—pelicy—Bond
~ proceeds-shall-be invested in accordance with the parameters of this policy and
theapph&abl&ben@ewen&n&smdutax»law&

b. Eunds-from-bond-proceeds-and-amounts-held-in-a-bond-payment-reserve-or
proceeds-fund-may-be-trvested-pursuantto-ORe-204-052-lnvestments-of-bond
proceeds—are-typically-not-invested-for-resale-and-are-maturity-—matehed-with
outflows-GConsequently;-surplus-funds-within-the-scope-oFORS-294-052-are-not
wb%@%awh%+w@&%kw&%m&w&m%m@@&@%

5.03.100  Monitoring: Guideline Measurement and Adherence

5.03.100.01 Monitoring

a. Finance Department staff will work with the City’s Investment Advisor to
monitor the Cxtv s portfollo
b.

5.03.100.024——— »«»Guadeune»Measupemem

Guideline measurements will be market value of the investments.
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a. If the portfolio falls outside of compliance with adopted investment policy
guidelines or is being managed inconsistently with this policy, the lrvestment
Officer-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
trvestment-CouncitAdministrative 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 fFinance dDirector will immediately notify the investment
councitASC 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 Investment-GounslASC, 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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5.03.112 Procedure Revisions:

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

5.03.113 Reporting:

5.03.7277?  The Finance Director shall publish a monthiy report within 21 days
of the end of each calendar month on the Citv's website for public consumption.
At a minimum, each monthly report shall include:
a: -Monthly-Report
Transaction Re ort

Tvaeg of mvestment

Certificate or other reference number. if applicable;
Purchase date;

Call date (if applicable);

Maturity date;

Purchase amount

Current market value
Total cost of the City's portfolio;
Total market value of the City's portfolio (including GASB 31 gain/loss);

_;wwWeighted average term fo maturity;

Par Amount
- Book Value;-

Yleld on Torar Portfol 0
Performance Report

5.03.7?7 The Finance Director shall provide the ASC Investment-Ceouncil-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-Menthly-lavestment-Report-shall-be-issued-within-24

Information and documentation of details of the competitive offers made and the award decision criteria for sales
prior to maturity would be available to Investment Council on request.
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days-afterthe-end-of-the monthly-reporting period-—At a minimumthe following
information-shall- be-provided-for-each-investment or-security:

a=—Monthh-Repert

Fransaction-Reped
—|gster-or-broker/dealertfinansia Hﬂaﬁ%@l%@ﬁ%ﬁﬂ%@k&%ﬂﬁ%@%@ﬁ
—Rype-otinvestment:
—=Gertificate-orotherreference-number-ift-applicable:
—Pyrchase-date:
—Sale-priorto-maturity’:

—Gurrent-marketvalue;

—Total-cost-ofthe-Cibys-portielie:
—letalmatketvalue-efthe-Gitys-porielio-linchuding-CASB-31-gainless):
—\eighted-average-torm-to-maturibs
—=|avesiment-activily-(purehases-and-maturities)
Holdings-Report
——PRarfmount:

—BookAealdue:

—=Gurrent-Market-\alue:

—lotalMalue-o-Fund:
—orcoptage-yield-on-an-anrpualized-basis;
—=Ydeld-on-lolalRetiche

RPeHormanceReport
~——Rordormance-ot-Core-lnvastmentsrelative-do-the-benchmark

b- QuareryReport
—LigeHdity-analysis;
—Compliance-monitoring-data;

5.03.114 Performance Evaluation

a. The overall performance of the City's investment program shall be evaluated by
the ASClavestment-GCouncil at the scheduled quarterly meeting using the
objectives outlined in the_City Council's Policy 10.08se—administrative
precedures,

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.

% information-and doc umentation-of details-of-the-competitive-offers-made-and the-award decision-criteriaforsales
prior-to-maturity- would-be-available-to-Investment Council-onrequest:
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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

These investment procedures may be reviewed by the lnvestment-Couneil
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.

5.03.116 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 trvestment-CouncilCity Manager
concurrently with the City Council's annual review of its Financial Policies.

Reviewed and Concurred

James Pattersdn, City Manager ‘ Date
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MEMORANDUM
February 13, 2014

TO: Administrative Services Committee

FROM: Nancy Brewer, Finance Director &b

SUBJECT Second Quarterly Operating Report

I. Issue
To review and accept the Second Quartetly Operating Report for FY 13-14.
IL. 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 neatly 56% of budget compared to about 61% this
time last year. The FY 12-13 total revenues were higher year-to-date than this 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 tax credits specifically), higher across the board in FY 13-14.

Operating expenditures across departments were roughly as expected and comparable to the ptior year at about 44% of
the amended budget. While 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 service provision. As of the end of the second quarter, the City had just over 30 unfilled
FTE (this excludes three unbudgeted 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 tax 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 than last fiscal year at this time. Since this situation was known
ptior to budget adoption, second quarter total revenues are only slightly below last year’s levels on a percentage
of budget basis. Most other General Fund revenues are coming in at or higher than budgeted levels so far this
fiscal year, although Municipal Court fines continue to lag the budget target, and are only slightly ahead of last
fiscal year. Now that both Municipal 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 higher
in FY 13-14 by the $636,000 received by the Library from the Friends of the Library fund-raising donation for
the purchase of the Fenner Building. On the expenditure side, Parks & Recreation typically has higher
personnel service costs through the second quarter of the fiscal year than a 50% target at quarter end would
indicate, due to seasonal hires for summer programs, including outdoor aquatics. However, Finance (Municipal
Court), Fire and Library are running much closer than normal to the 50% expended level due primarily to
overtime/temp wages to cover vacancies.

> Street, Udlity and Parks SDC Funds, as well as the Development Services Fund are all seeing substantial
increases in SDC revenue and other development and plan review 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 fund balances. However, due to the dedicated nature of SDC funds in
particular, this does not necessarily help with 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 these unexpected costs, and more information
about this should be forthcoming at the end of the third quarter.

> The negative cash position in the Community Development Revolving Fund was still in the $144,000 range at
quarter end, but has improved somewhat as of the writing of this 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 expenditutes. 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 depattment. The summary also includes a table showing all the budget
amendments approved so far this fiscal year by the City Council. These amendments all have the effect of increasing
total approprations 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 consetvative
budgeting typically resulting in much less than 100% of budget being accomplished. The following projects wete
essentially complete as of the end of the second quarter: 36 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 10% 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 Willamette Park Rotary shelter; and installation of playground
equipment and other improvements to Tunison Patk.

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

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

Review & Co

Ciner
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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:

e 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.

e 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;

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

e 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 bélow the
committee’s longer-run objective of 2%.

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 1213 %
REVENUE BUDGET FY 13-14 FY 13-14 REC/EXPEND BUDGET FY 1213 FY 1213 REC/EXPEND
Budgeted Fund Bafance $36,856,854
Property Taxes $21,994,360 $21,574,802 $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 $116,181,171 544,782,595 $65,032,577 65.98%  $119,053,831 $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 $18,935,580 $37,935,097 45.99%
Debt Service $7,245,970 $4,145,640 $5,106,150 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 Qut / 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% 1,611,260 0 0 0.00%
TOTAL ALL EXPENDITURES $124,543,956 $27,683,356 $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 (85,807.058) $16,056,351 $9,704,978
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In general, the status of the 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 of the fiscal year. In the first half of FY 13-14, the following amendments
to the budget were approved:

Significant revenue highlights include:

Net

Expenditure

Date Amendment Type Resouree Fund Department Impact
8/19/2013 Res - Grant Benton County Foundation General Parks & Recreation $ 9,130
8/19/2013 Res - 1GA IGA Oregon Dept of Aviation Airport Public Works § 322,000
9/3/2013 Res - Grant ODOT Grant Airport-CIP  Public Works $ 93,104
10/7/2013 Res - Grant Benton County Soil & Water General Parks & Recreation $ 3,000
10/21/2013 Res - Supp Budget 1GA Oregon State University CIp Public Works $ 600,000
11/18/2013 Res - Grant Restore Oregon & Kinsman Foundation General Parks & Recreation $ 5500
12/2/2013 Res - Donation/Rental  Corvallis-Benton County Library Foundation General Library $ 645,990
12/2/2013 Res - Donation Anonymous Donor CIP Parks & Recreation $ 100,000
12/16/2013 Res - Grant Benton County Health Department General Police $ 10,000
Total Increase $1,788,724

Property taxes totaled $20,263,485 through the second quarter, 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 of the of the HP valuation appeal.

Other Taxes are collected from hotels for room taxes and totaled $654,416 or 47.68% of budget 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 quarter 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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e 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.

e 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.

e 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.

o 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-2015 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 10% 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

T OF

AMENDED PERSONNEL SUPPLIES & CAPITAL TOTAL AMENDED
DEPARTMENT BUDGET SERVICES SERVICES OUTLAY |EXPENDITURES| BUDGET
Total Budget by Category $47,382,800 $34,748,050 | 82,877,210 $85,008,060
City Manager's Office $3,297,010 $668,720 $1,250,360 $0 $1,919,080 58.21%
Community Development 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%
Library 6,524,140 1,993,174 836,331 0 2,829,505 43.31%
Parks & Recreation 6,181,860 2,037,667 1,025,638 12,136 3,075,441 49.75%
Police 13,403410 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 42.27%
TOTAL $85,008,060 $22,647,373 $14,724,482 $193,911 $37,565,766 44.19%
Percent of Budget 47.80% 42.37% 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
there 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% of the 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 Q1 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
Property Taxes (1) $18,975,500 $18,896,232  $17,648,957 93.01% $17,997,900 $18,140,584 86.37%
Other Tax 1,372,600 389,826 654,416 47.68% 368,782 622,851 49.02%
Licenses/Permits (2) 5,925,060 1,375,809 2,294,957 38.73% 1,296,470 2,145,882 37.58%
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% 249,144 366,567 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 BY DEPARTMENT
City Manager's Officc (7) $326,250 $79,301 $145,353 44.55% $54,749 $71,032 18.69%
Cominunity 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-Departinental 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% 30 $218,342 89.53%
Transfers / Other Financing Uses (6} 6,899,715 1,729,853 2,190,059 31.74% 1,408,992 1,939,518 62.55%
Contingencics/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

The majority of current year property taxes are collected in Q2. This year’s collection pattern is consistent with prior years, however FY 13-14
year-to-date (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.

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.

The Benton County Library District payment makes up the majority of the revenue received YTD in this classification, and due to its property
tax-bascd naturc, 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,

Traffic fine revenue is under-performing FY 12-13 levels 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.

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.

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 2011 Operating Levy (mostly
collected in Q2). Uses include transfers for pension obligation bond (POB) payments and capital projects. More information on the status of the
Capital Improvement Program (CIP) is in a later section.

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

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: Administration Service Committee
From: Roy Emery, Fire Chief t%;
Subject: Annual Ambulance Rate Review
Date: February 27, 2014
Purpose:

To review the fee schedule associated with ambulance transport services, and seek council guidance on
establishing rates for FY'14/15.

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, Yambhill, 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 information 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.
e Advanced Life Support (ALS) rates remained relatively flat. However, Corvallis Fire Department
ALS rates are between $20 and $100 below the median levels.
o Ofbillable 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 performance, bad/uncollectable debt, and other
discretionary write-off (charitable).
o InFYI12/13 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 FY12/13 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 FY'12/13 (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

REVIEWED / NCUR:

Naucy Bedy inance Director

Jim Patterson, City Manager\



Corvallis Fire Department

2014 Ambulance Rate Review

Evaluateion & Treatment No Transport

February 27, 2014
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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| $801.00f $942.00/ $994.00| $942.00, $650.00, $460.00| $15.00
Keizer Fire District Marion $60.00| $801.00/ $942.000 $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, $1,100.00| $1,100.00| $1,100.00| $1,100.00{ $450.00| $18.00
McMinnville Fire Yambhill $70.00; $1,600.00, $1,600.00| $1,600.00/ $1,600.00; $1,600.00; $450.00; $21.00
Newberg Fire Department Yambhill $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 | (53.00)

Attachment A
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