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The Government Finance Officers Association of the United States and Canada (GFOA)
presented an award of Distinguished Presentation to the City of Corvallis for its annual
budget for the fiscal year beginning July 1, 2012.
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In order to receive this award, a governmental unit must publish a budget document that
meets program criteria as a policy document, as an operations guide, as a financial plan
and as a communication device. In addition, the City also received Special Performance
Measures Recognition for the FY 12-13 budget document based on outstanding ratings
from reviewers in both performance measurement from an Operations Guide perspective
and unit goals and objectives under the Policy Document criteria.

The award is valid for a period of one year only. We believe our current budget continues to
conform to program requirements, and we are submitting it to GFOA to determine its
eligibility for another award.
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FY 14-15 BUDGET DEVELOPMENT TIMELINE —
CITIZEN INPUT OPPORTUNITIES

October - December <
Departments meet with Advisory
Boards and Commissions to
discuss budget ideas/programs

Jul-13

Aug-13

Sep-13

Oct-13

Nov-13

Dec-13

May - June
Public Input for FY 15-16
CIP begins

Jan-14

Feb-14

Mar-14

Apr-14

May-14

Jun-14

July 1, 2013

August - October

Summer/Fall 2013
Work session(s) on Long-Term
Financial Planning.

November
. CIP Commission holds a PUBLIC HEARING
on the Proposed CIP

January/February

/ Budget Commission orientation;
Reviews the CIP

April/lMay
Budget Commission receives the City
Manager's Proposed Budget; holds a PUBLIC
HEARING; recommended Budget forwarded
to the City Council

June
City Council holds a PUBLIC HEARING and
adopts the Budget; Levies taxes

June 30, 2014

/ Fiscal Year End
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CORVALLIS

ENHANCING COMMUNITY LIVABILITY

June 18, 2013

Honorable Mayor Julie Jones Manning
City Councilors

Budget Commissioners

Citizens of Corvallis,

RE:FY 2013-2014 Adopted Budget

INTRODUCTION

I am pleased to present the Adopted Budget for FY 13-14 in accordance with Section 23, Item C, #5
of the City Charter and with the City Council’s Financial Policies for a balanced budget. Adopting a
balanced budget has been an even more significant challenge than originally anticipated this year as
the result of the last-minute information from the County about the Court decision on the Hewlett-
Packard valuation appeal. While this budget is balanced, there are a number of difficult and
uncomfortable conversations our community will surely have to continue in our collective efforts to
achieve a City Council goal of a sustainable budget. There is never a right time to do a difficult thing.
This year, like last year, we are making decisions in a dynamic environment that is characterized by
changing circumstances and complex situations all of which are further complicated by competing
interests and the reality that our City expenses exceed our revenues. If that trend continues into the
tfuture the City Council goal of a sustainable budget will not be met and that is a fact.

HEWLETT-PACKARD APPEAL

Staff worked diligently to develop a budget that met all of the City Council’s Sustainable Budget
criteria and all Council Financial Policies on growing the City’s fund balance reserve. However, after
the Budget Commission acted to recommend City Council adopt the balanced budget, the City was
informed by Benton County staff that the five-year old Hewlett-Packard appeal of value had been
decided in HP’s favor by the Oregon Court. The results of this decision have had an immediate and
significant impact on the City’s operations. The total cost to the City as the result of paying the
refund exceeds $2.1 million between direct losses on the permanent tax rate, local option levy, and
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general obligation debt levy, and the indirect losses from the Benton County Library Service District
and the Corvallis Rural Fire Protection District for services provided by the City.

Staff proposed, and the City Council accepted, a strategy to address this financial challenge by
immediately stopping all discretionary spending, using the one-time savings from FY 11-12 that had
been set aside as an additional contribution to the fund balance reserve, increasing the debt service
levy, and balancing the difference by completing an interfund loan from Water SDCs. This course of
action required the City to re-publish the City Council’s recommended budget with the higher debt
levy and hold a second public hearing prior to adopting the budget.

In addition to the one-time costs to refund prior year’s taxes, the HP appeal resulted in an estimated
$600,000 decrease in General Fund property tax revenue for FY 13-14. This loss of revenue was
completely made up through actions by the State Legislature and the Public Employee Retirement
System (PERS) Board that resulted in a 4.4 percentage point reduction in the PERS rate for the July
1, 2013 to June 30, 2015 biennium. The rate reduction was in two parts; 1) a 2.5 percentage point
reduction due to the legislature’s passage of SB 822 that reduced Cost-of-Living-Adjustments
(COLAs) for all current and future retirees; and 2) a deferral of 1.9 percentage points of payroll to
help balance the State’s FY 13-15 budget. Though this was fortuitous timing for addressing the City’s
immediate revenue loss, the 1.9 percentage point reduction will come back as an estimated 2.3
percentage point increase in rates effective July 1, 2015. The COLA reduction is expected to be
litigated, but a decision may not be made until after 2015 rates have been set.

Combined, the on-going revenue loss and the increased expenditures associated with the PERS rate
deferral will make achieving a sustainable budget in the future considerably more difficult.

FINANCIALLY SUSTAINABLE BUDGET

The FY 13-14 Adopted Budget has been developed to continue the work initiated for FY 12-13 to
achieve and maintain the City Council’s goal of a financially sustainable budget. Specific
achievements include:

» FY 13-14 will be the third of a three-year local option levy of $0.45 per $1,000 that brings in
around $1.8 million annually to fund services at the Chintimini Senior Center, the Osborn
Aquatic Center, the Corvallis-Benton County Public Library, and grants to social service

agencies. The City Council will be discussing strategies to renew this levy at the November
2013 election.

» 'The FY 12-13 budget included a set-aside of $630,000 from recurring revenues to create the
Fund Balance Reserve in the General Fund, as defined in the City Council’s Financial Policies.
An additional $1,308,289 was set aside from the beginning unreserved fund balance as one-
time monies to build the reserve faster than policy language would require. At the close of FY
11-12, with a slightly better financial performance than projected, the City Council set-aside
another §967,911 in one-time monies to grow the fund balance reserve; this set-aside will be
used to pay part of the HP refund.

Current projections place the FY 12-13 ending Fund Balance Reserve at $2,906,200 or 46
percent of the target of $6,300,000 (three months of payroll expenses). City Council’s
Financial Policies call for setting aside $945,000 or 15 percent of the target in FY 13-14; this
Adopted Budget includes that set-aside. With the use of $967,911 for the Hewlett-Packard
refund, the Fund Balance Reserve is projected to total $2,883,289 or 45 percent of the target
at June 30, 2014 if no portion of the $630,000 appropriated FY 13-14 contingency is
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expended. Even with the use of reserves, the Fund Balance Reserve in the General Fund will
end FY 13-14 well ahead of the 25 percent funding target. This continued fiscal discipline
should achieve the City Council’s goal of an adequate reserve to meet unexpected
circumstances within five years.

» 'The City Council authorized the City Manager to appropriate up to $322,630 from the one-
time monies remaining at the end of FY 11-12 for one-time enhancements for City operations
that would improve the organization’s efficiency. Department Directors, with input from
employees, developed a list of ideas totaling more than $2 million, then discussed the list and
agreed to fund only the following projects:

0 $15,000 for the local match to a $141,000 grant to acquire and implement an e-ticketing
solution that should improve efficiency for Police and Parking Enforcement Officers
when writing citations, and for both the Police Records Department and Municipal Court
which each separately have to maintain all citation data in four different data
management systems.

0 $40,000 for Community Development/Development Services implementation of
electronic document management hardware and software to better facilitate the work of
the Community Development, Public Works, Fire, and Parks & Recreation Departments
when proposed development plans are being reviewed.

Department Directors agreed that there were a number of needed technology projects on the
list; however, the balance of the one-time monies should not be expended at this time as
additional reductions in the budget would be necessary to keep recurring expenditures within
recurring revenues. The remaining $267,630 is available to be appropriated to support
implementing City Council goals for the coming year or to be added to the Fund Balance
Reserve.

» Council action to consolidate the General, Parks & Recreation, Fire and Rescue, and Library
Funds into a single General T'und has created some technical challenges in developing this
budget in a way that allows the Budget Commission, City Council, and citizens to see the
City’s financial data in a year-to-year comparison that is transparent, accurate, and
understandable. Local Budget LLaw requires data to reflect two years of audited history, the
current year budget and the FY 13-14 Proposed and Adopted Budget for the fund as it is
legally defined. However, to allow an easy, single page comparison of revenue and expense
history and future projections for the “new” General Fund, many of the General Fund tables
throughout the document will include the old “Property Tax Funds Combined” historical
data. Where the old history is brought in, it is done for financial planning to see longer-term
trends for all of the General Fund operations.

»  City Council action to revise the Financial Policies and appropriate the General Fund
Contingency from the Fund Balance Reserve has been helpful in developing a more precise
budget where the “green line” reflects what is expected to happen. Since contingencies are
rarely expended, treating them as a recurring expenditure meant that expenditures were
overstated by $600,000 each year. This policy change also more closely aligns the use of
contingency as a use of the fund balance reserve.

» The City Council held a work session to discuss the City’s unfunded liabilities for deferred
maintenance, Other Post-Employment Benefits (OPEB) and the Public Employee Retirement
System (PERS). Though the numbers are daunting, the City Council has committed to coming
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back to discussions about the unfunded liabilities once the Fund Balance Reserve is fully
funded.

The City Council for the 2013 through 2014 term re-affirmed its commitment to a Sustainable
Budget by setting it as a continuing City Council goal. It is worth noting that the City of Corvallis has
been ahead of the Government Finance Officers Association which just recently adopted a Best
Practice that governments should have a sustainable budget where recurring revenues meet or exceed
recurring expenditures — the model this City Council adopted last fiscal year.

OVERARCHING CORE RESPONSIBILITIES

The FY 13-14 Budget was developed keeping the Overarching Core Responsibilities as filters, just as they
were in developing the FY 12-13 budget. However, as the cuts have gotten deeper, I would be remiss if 1
did not say that some of the cuts necessary to balance the FY 13-14 budget meet at least one of the
Overarching Core Responsibilities. The five filters are:

RESIDENT WELL BEING

PUBLIC SAFETY

INFRASTRUCTURE

LIVABILITY

ECONOMIC VITALITY

These filters continue to guide City operations and budget decisions and were used by the City Council
this year as they developed their goals for their two-year term.

THE BUDGET PROCESS

FY 13-14 budget development has generally followed the process developed last fiscal year. The Budget
Commission process kicked off with an orientation session and the presentation of the Capital
Improvement Program. This meeting was followed a couple of weeks later with two work sessions with
the City Council when each Department Director presented information on his/her operational area and
answered City Council questions about demand for services, challenges, and projects underway.

For staff, the budget process began with the expectation that some expenditure reductions would be
necessary to achieve a balanced budget in the General Fund, and that other funds would have to be
managed carefully to continue operations within current revenues. Staff remains committed to working
together to achieve a balanced budget and recognizes that every department has a role in the City’s
financial future.

For the organization, several major factors led to Property Tax Revenue vs. City Healthcare Costs

changes in the financial challenges, including: 1a00%
12.00%

» Assessed value for 2012 grew by only 0.5% | 0o — A
for the entire community. This slow 8.00%
growth was the result of adding some new |~ M - Y -
value, largely from the multi-family 2joo% & f "\/ \.\\.

housing being constructed around town, 0.00%

6.00%

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

s~ prop Tax Growth Healthcare Cost Increases
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offset by several large properties purchased by the university and other non-profits coming off the
tax roll and continuing the long-term decreases in assessed values for industrial property.

Benton County elected to withhold $1 million in property tax turnovers from all taxing entities to
refund taxes paid by several large taxpayers which have appeals pending at the Oregon Court of
Appeals. When combined with the low level of growth in assessed values, actual property tax
revenue for the City for FY 12-13 will be around $200,000 lower than it was in FY 11-12. This also
meant that revenue projections for FY 13-14 were revised down, starting from a lower base of
assessed value. Subsequently, as noted above, the resolution of the Hewlett-Packard appeal will
lead to significantly lower property tax revenues in FY 13-14 than anticipated at the beginning of
the FY 13-14 budget development process. This lower base also changes future year projections;
the City Council will take up a long-term financial strategy plan in the fall.

PERS rate increases effective July 1, 2013 were announced in November 2012, but subsequently
were completely offset by a combination of legislative and Public Employees Retirement System
(PERS) Board actions. Though FY 13-14 employer rates will now be flat with prior years, the long-
term effect will be higher rate increases in future years. The City’s PERS rate is likely to increase by
6% or more of payroll effective July 1, 2015. Those costs will likely exceed $2.0 million annually
across all funds, with $1.2 million of that amount carried in the General Fund.

Moody’s has continued to leave the City on negative outlook; this was confirmed in the fall of
2012 when the City refunded outstanding debt in the Water and Wastewater funds.

The American Federation of State, County and Municipal Employees (AFSCME) bargaining unit
began negotiations in February for a July 1 contract period. Since negotiations have not been
completed, this budget process has not anticipated any changes to compensation for AFSCME
members.

Exempt employees (mostly managers and supervisors) have taken no COLA for three years, and
agreed to a reduction in the cafeteria benefit amount effective December 2012. No compensation
changes were anticipated for this group in developing this budget.

The Corvallis Police Officers Association (CPOA) and International Association of Fire Fighters
(IAFF) labor units both have approved contracts that have included reductions in costs for
medical benefits and a COLA effective with the July payroll. The CPOA COLA is 2.5% and
equates to approximately $90,470 for FY 13-14. The IAFF COLA is 2% based on the February
2013 CPI-U and equates to approximately $99,620 for FY 13-14.

The Corvallis Regional Communications Center Association (CRCCA) declared an impasse in their
negotiations in January 2013, but then cancelled a planned late June arbitration hearing because it
appeared an agreement might be reached. However, at the time of this writing terms have not yet
been finalized. No changes in salaries or benefits are included in this budget for CRCCA members.

The Department Directors and I continue to focus on important considerations in developing this
balanced budget. Those considerations include:

>

>
>
>
>

All budget actions must serve to enhance citizen’s level of trust in City government.
Our road to financial sustainability will require reinvention.

We must keep in mind the importance of our City of Corvallis bond rating.

We will not grow local government unnecessarily.

We will plan for a financially sustainable future.

City of Corvallis 13 FY 13-14 Adopted Budget



» We will incorporate revised financial policies into the budget.

» Any increases in staffing will be associated with an adopted legislative City Council action,
reduction of staffing in another department, Council adoption of new taxes or fees to support
services, or increases in existing tax or fee resources.

» Any proposal to reduce or eliminate services or financial support to the community should be
considered very carefully with the future in mind and the potential impacts to our city.

» Any proposal to reduce our work force should be considered very carefully, recognizing these
decisions will impact employees and their families.

» Our balanced budget should keep the City of Corvallis competitive and in line with the market
place for wages and benefits for employees.

It is in this context that the FY 13-14 Adopted Budget was developed, public hearings were held, and the
Budget Commission and City Council respectively recommended and adopted a balanced budget.

THE FY 13-14 ADOPTED BUDGET

The City of Corvallis’ total Adopted Appropriated Budget for FY 13-14 is $122,755,232, based on total
anticipated revenue of $116,034,567 and a beginning fund balance of $39,849,641. Information about the
assumptions made for FY 13-14 and future financial planning years are included in the section immediately
following the Budget Message, beginning on page 25. I encourage all readers to review this information
about the City’s financial position. -

FY 13-14 Operating Revenue
All Funds

Fines Misc/Other

0, 0,
Intergov. 1% 2% Property Taxes
18% 25%

Other Taxes
1%

Licenses
9%

FY 13-14 Operating Expenditures
All Funds

Charges for Svc
44%

Non-Dept cMo cD
2% 4% Fin
6%

Public Works
36%

Library
7%
Parks & Rec
%
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FY 13-14 ADOPTED BUDGET — ALL FUNDS

% Chg from

FY 10-11 FY 11-12 FY 12-13 FY 12-13 FY 13-14 FY 12-13
Audited Audited Adopted Revised Adopted Adopted
Beg. Fund Balance $35,265,169 $36,122,345 $30,942,517 $37,856,441 $39,849,641 28.79%
Operating Revenue
Property Taxes 21,707,796 24,447,883 23,904,680 23,162,860 23,636,480 -1.12%
Other Taxes 1,190,725 1,239,155 1,270,650 1,351,600 1,372,600 8.02%
License, Fees, Permits 7,594,923 8,599,092 8,740,150 8,844,060 9,079,840 3.89%
Charges for Service 39,595,595 40,705,126 39,728,150 40,025,550 42,002,980 5.73%
Intergovernmental 11,841,933 12,351,866 16,894,030 12,003,430 16,891,240 -0.02%
Fines and Forfeitures 1,230,295 1,234,517 1,283,410 1,244,980 1,202,630 -6.29%
Miscellaneous 1,533,233 2,730,271 2,617,670 3,254,200 2,153,750 -17.72%
Total Operating Rev. 84,694,500 91,313,910 94,438,740 89,886,680 96,339,520 2.01%
Non-Operating Rev. 8,023,133 9,665,021 11,734,273 20,828,830 19,695,047 67.84%
Total Revenue 92,717,633 100,978,931 106,173,013 110,715,510 116,034,567 9.29%
Total Resources $127,982,802  $137,101,276  $137,115,530  $148,571,951 $155,884,208 13.69%
Operating Expenditures
City Manager’s Office 3,077,696 2,854,817 3,302,670 3,086,180 3,297,010 -0.17%
Community Dev. 5,776,916 5,516,417 7,626,640 5,572,880 7,919,050 3.83%
Finance Department 4,047,986 4,872,485 4,790,210 4,755,770 5,005,060 4.49%
Fire Department 10,413,153 11,015,256 10,449,720 10,311,580 10,485,960 0.35%
Library 5,907,584 5,901,472 6,054,010 6,004,870 5,878,150 -2.90%
Parks & Recreation 5,441,267 5,683,816 5,928,130 5,858,590 6,164,230 3.98%
Police 12,210,477 12,574,931 12,885,000 12,798,690 13,343,410 3.56%
Public Works 24,170,737 26,048,093 29,651,700 26,689,530 30,437,350 2.65%
Non-Departmental 1,425,391 1,260,044 1,363,450 1,485,420 1,449,420 6.31%
Total Operating Budget 73,071,207 75,727,331 82,051,530 76,563,510 83,979,640 2.35%
Non-Operating Budget
Capital Projects 4,715,906 5,718,392 9,493,868 4,448,900 10,136,785 6.77%
Debt Service 8,200,473 8,182,617 7,119,140 4,660,460 7,245,970 1.78%
Transfers 5,872,871 9,616,495 10,849,273 7,774,810 18,395,007 69.55%
Other Non-Op Uses 0 0 855,000 15,274,630 1,270,040 48.54%
Contingencies 0 0 1,611,260 0 1,727,790 7.23%
Total Non-Op. Budget 18,789,250 23,517,504 29,928,541 32,158,800 38,775,592 29.56%
Total Appropriated Budget $91,860,457 $99,244,835  $111,980,071 $108,722,310 $122,755,232 9.62%
Ending Fund Balance $36.122.345 $37.856.441 $25.135.459 $39.849.641 $33.128.976 31.80%
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FY 13-14 ADOPTED BUDGET — GENERAL FUND

The City’s General Fund continues to be the focus of considerable public, Budget Commission, and City
Council attention. Property tax revenue in FY 12-13 will be lower than the FY 11-12 revenue as some
refunds for prior year valuation appeals have been paid by Benton County. FY 13-14 property tax revenue
will be significantly lower due to payment of the HP refund identified above. The lowered values from HP
and several other appeals will also result in significantly lower projected revenue estimates for FY 13-14
and beyond from what was expected a year ago. These factors continue to exacerbate the City’s long-term
tinancial outlook.

The financial plan included below reflects staff’s best estimate for the future of the General Fund, as of the
beginning of July, 2013. The rest of the data within this adopted budget document does not include all of
the changed expectations from the revenue losses as a result of the HP and other entities’ appeals due to
the last minute receipt of the information and the time necessary to make all of the changes throughout
the budget document. This version of the financial plan has been specifically developed and updated for
this Budget Message and the upcoming discussions of a possible local option tax levy.

As the data below shows, the revenue loss in FY 13-14 due to the property tax refunds is substantial. What
is less apparent is that projected property tax revenue for FY 14-15 is now $1.7 million lower than it was
one year ago. I believe that this impact will be felt by the community for years.

Total General Fund operating revenue for FY 13-14 is projected to be lower than FY 11-12 actual
revenue. Operating expenditures are projected to decrease $143,490 (around .35 percent) below the
adopted budget for FY 12-13. FY 13-14 will mark the fourth successive year of reductions in the General
Fund services to achieve a balanced budget.

The City has cut its General Fund budget by over $6.4 million and cut 27.14 FTE citywide (including
positions funded by internal service charges that are 40 to 50 percent funded by the General Fund) in the
last three fiscal years; an additional $372,300 and a net of 2.33 FTE are to be reduced in the General Fund
for the FY 13-14 Budget.

The financial plan for the General Fund, including what has been presented in prior years in the “All
Property Tax Funds Combined” presentation for comparison purposes, follows. This presentation shows
the beginning fund balance as if the single General Fund has always been in existence. In addition,
interfund transfers, the action to move the balances from the Parks & Recreation, Fire and Rescue, and
Library Funds are shown as both non-operating revenue and non-operating expenditures. As such, these
transfers net to $0 and have no impact on the bottom line but show the cash moving between funds. The
one-time Fund Balance adjustment shown below also reflects bringing activity into the General Fund
which has not previously been included in the “All Property Tax Funds Combined” presentation. These
are balances from Open Space Reserves and Library Future Reserves activities that have not been included
in the past due to their restricted nature, but will now be restricted in the General Fund.
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GENERAL FUND FINANCIAL PLAN

AUDITED AUDITED ADOPTED REVISED ADOPTED (1)
BUDGETARY BASIS FY10-11 FY11-12 FY12-13 FY12-13 FY13-14 FY 14-15 FY 15-16
RECURRING
REVENUE
Property Taxes $19,730,852 $20,508,584 $21,002,640 $20,194,520 $18,975,500 $20,879,700 $21,624,030
Other Taxes 1,190,725 $1,239,155 $1,270,650 1,351,600 1,372,600 1,400,050 1,428,050
License, Fees & Permits 5,475,025 $5,703,675 $5,698,610 5,724,530 5,915,060 5,910,240 5,989,840
Charges for Services 5,349,585 $5,629,920 $5,832,870 5,785,430 5,770,280 5,876,580 5,985,390
Intergovernmental 3,511,790 $3,699,065 $3,708,770 3,750,990 3,634,510 3,856,300 4,063,360
Fines & Forfeitures 809,652 $805,079 $830,110 793,550 749,530 756,800 764,140
Miscellaneous 271,601 $272,814 $337,350 445,780 360,690 353,070 357,410
Non-Operating Revenue 0 $1,743,522 $1,865,350 1,843,150 1,788,640 0 0
TOTAL RECURRING REVENUE $36,339,231 $39,601,812 $40,546,350 $39,889,550 $38,566,810 $39,032,740 $40,212,220
EXPENDITURES
City Manager's Office $0 $0 $300,000 $199,270 $292,250 $301,210 $317,080
Community Development 1,449,820 1,256,557 1,311,410 1,272,230 1,277,020 1,332,610 1,443,060
Finance 576,402 659,181 629,740 602,270 626,770 639,050 667,780
Fire 10,108,279 10,433,717 10,412,910 10,165,940 10,439,070 10,536,790 11,034,300
Library 5,715,349 5,763,931 5,918,010 5,728,760 5,777,310 5,872,370 6,129,540
Parks & Recreation 5,349,049 5,518,962 5,622,180 5,587,330 5,727,160 5,802,960 5,981,670
Police 9,843,598 10,032,147 10,109,070 9,896,130 10,317,680 10,301,450 10,823,660
Public Works 828,901 867,719 843,450 802,280 848,260 805,590 826,430
Non-Departmental 1,349,829 1,211,667 1,262,100 1,241,960 1,193,350 1,122,420 1,153,420
Non-Operating Expenditures - Transfers & Debt 1,558,689 2,215,792 2,289,280 2,289,280 2,122,330 2,270,960 2,803,160
Contingencies 0 0 512,850 0 0 0 0
Contribution to Reserves 114,341 316,917 1,330,640 1,296,440 1,776,950 2,234,900 2,893,850
TOTAL RECURRING EXPENDITURES $36,894,257 $38,276,588 $40,541,640 $39,081,890 $40,398,150 $41,220,310 $44,073,950
RECURRING REVENUE EXCESS (SHORTFALL) OVER ($555,026) $1,325,224 $4,710 $807,660( ($1,831,340) ($2,187,570) ($3,861,730)
EXPENDITURES
NON-RECURRING (ONE-TIME)
REVENUE
Special Projects (Grants, Misc., etc.) $427,240 $759,930 $566,460 $619,240 $504,090 $75,540 $66,500
Use of Reserves 220,910 693,373 495,050 496,652 534,430 1,811,209 1,230,910
Non-Operating Revenue 383,405 151,556 980,000 846,750 4,965,945 1,426,450 1,103,180
TOTAL NON-RECURRING REVENUE $1,031,555 $1,604,859 $2,041,510 $1,962,642 $6,004,465 $3,313,199 $2,400,590
EXPENDITURES
City Manager's Office $0 $0 $80,000 $30,500 $34,000 $0 $0
Community Development 402 0 0 8,730 32,820 0 0
Finance 0 0 0 0 20,000 0 0
Fire 304,874 581,540 36,810 35,880 23,240 1,280,630 900,650
Library 192,088 137,541 105,500 75,950 100,500 190,620 76,500
Parks & Recreation 92,217 164,854 305,950 339,250 436,840 317,860 259,740
Police 71,198 156,826 243,150 247,630 312,600 156,260 202,450
Public Works 116,166 304,666 375,450 284,200 178,000 0 0
Non-Departmental 74,212 47,027 100,000 100,000 250,000 0 0
Non-Operating Expenditures - Transfers 118,300 97,080 960,500 836,560 5,020,565 1,596,140 1,351,230
Fund Balance Reserve Contingency 0 0 0 0 630,000
Non-recurring Contribution to Fund Balance Reserve 0 0 1,308,289 1,308,289 (630,000) 0 0
TOTAL NON-RECURRING EXPENDITURES $969,457 $1,489,534 $3,515,649 $3,266,989 $6,408,565 $3,541,510 $2,790,570
NON-RECURRING REVENUE EXCESS (SHORTFALL) $62,098 $115,325( ($1,474,139) ($1,304,347)[ ($404,100) ($228,311) ($389,980)
OVER EXPENDITURES
POTENTIAL BEGINNING BUDGETARY FUND BALANCE $1,812,388 $1,319,459 $1,469,479 $2,760,009 $2,263,321 $27,881 ($2,388,000)|
Net Recurring Revenue/Expenditure (555,026) 1,325,224 4,710 807,660 (1,831,340) (2,187,570) (3,861,730)
Net Non-Recurring Revenue/Expenditure 62,098 115,325 (1,474,139) (1,304,347)| (404,100) (228,311) (389,980)
ENDING BUDGETARY FUND BALANCE $1,319,459 $2,760,009 $50 $2,263,321 $27,881 ($2,388,000) ($6,639,710)

(1) Expenditures reflected in this Financial Plan for FY 13-14 are marginally lower than adopted appropriations based on timing of balancing the budget for Council adoption purposes. Adjustments for
additional known reductions in OPERS costs have been built in for planning purposes above. Similarly, revenues also reflect better information than was available at the time the budget was adopted
with regard to property tax refunds and projections based on changes to Assessed Value provided by Benton County.
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This balanced budget for FY 13-14 was accomplished with fewer reductions than have been made in the
last two years, but it is important to note that the reductions were made on top of reductions in prior years
that have left the organization offering services at a considerably reduced level. It is also important to note
that while the negative green line implies that the sustainable budget goal was not attained for FY 13-14, it
would have been positive except that recurring revenues are shown net of the impact from the one-time
Hewlett-Packard refund.

To develop the FY 12-13 budget, I asked each Department Director to reduce their proposed budgets by
5.07%. I did not feel I could give similar directions for developing a balanced FY 13-14 budget; the cuts
that both Police and Fire Departments implemented in FY 12-13 took both departments too significantly
below my expectations for levels of service and I do not feel further reductions in public safety are in the
community’s best interest. As a result, budget reductions for FY 13-14 were focused in Community
Development, Parks & Recreation, Library, and Public Works. The other City departments that were not
given targets to achieve budget reductions were still asked to take a look at their budgets, and to eliminate
all non-mandatory travel and training. The actions of all eight departments listed below have helped the
organization achieve a balanced budget for FY 13-14.

City Manager’s Office Total reduction = $3,300 Target reduction = $0

% Eliminated non-mandatory training.

% Fully implemented, national award winning Ambassador Program (savings of 1 FTE $62,000) to provide
customer service support at City Hall.

Community Development Department Total reduction = $35,090 Target reduction = $35,084

¢ Eliminate all contractual services budget available for planning work.
% Reduce miscellaneous equipment and supplies budget.
** Reduce overtime and casual Planning staff budget.

% Increase charges to hang banners over Harrison to cover the full cost of the banner program.

Finance Department Total reduction = $29,920 Target reduction = $0

% Reduced the department’s training budget to cover only mandatory trainings.

Fire Department Total reduction = $0 Target reduction = $0

% No further reductions or compromises in services contemplated in this yeat’s budget.

Library Total reduction = $158,840 Target reduction = $158,839

* Eliminate the balance of the Inter-Library Loan program that has been reduced in prior years.
¢ Eliminate a position in Adult Services.
% Reduce the materials budget by another $60,000 and cut other miscellaneous supplies and equipment.

¢ Eliminate all non-levy funded training.
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Parks & Recreation Total reduction = $155,260 Target reduction = $155,255

Eliminate the Management Assistant position and assign the work to other staff.

Modify the FTE allocations between two administrative positions and increase by .25 FTE the Parks
Planner position for a net reduction of 0.125 FTE.

Reduce the Seasonal Parks Workers by .58 FTE.
Reduce the Department’s training budget by $4,090.

Increase revenue projections by $56,000 along with further expansion of the Cost Recovery Program.

Police Department Total reduction = $3,470 Target reduction = $0

®
0’0

Reduce non-mandatory training.

Public Works Total reduction = $24,290 Target reduction = $23,128

Reduce travel and training for all but mandatory training.

Eliminate the appropriations for an Engineering Supervisor; the position will be retained as authorized but
unfunded as the Public Works Department staff consider alternatives.

Re-allocate staffing levels for the Geospatial Information Systems (GIS) staff resulting in a reduction in the
allocation to the General Fund.

Non-Departmental Total reduction = $0 Target reduction = $0

There were no reductions for the Non-Departmental budget. Social Services funded by the permanent
property tax rate were held flat at $237,750.

The allocation of monies to the Corvallis Arts Center increased 1% to $42,310.

A total of $125,000 has been set aside on a one-time basis for accomplishing the Council goal associated
with the housing study.

A total of $125,000 has been set aside to continue work on the Council Goal associated with City/OSU
Collaboration, as identified below.

COUNCIL GOALS

The Corvallis 2020 VVision Statement sets the overall vision for the community. Each City Council adopts goals to be
accomplished during the two-year Council term that are designed to move the organization closer to the
community’s vision. The City Council elected for the 2013-2014 term adopted six goals.

The goals, and the specific FY 13-14 budget implications of the goals, are:

1.

CITY/OSU COLLABORATION - The Collaboration Corvallis project will be completed by the end of 2014
with Council approved recommendations implemented or planned, including a collaboration framework for
the future. There have been 47 recommendations made to the Collaboration Corvallis Steering Committee
as of March 31, 2013. Of those recommendations approximately half are the City’s full or joint
responsibility. Some of the recommendations have already been implemented (i.e., Land Development
Code changes), some are in the development stage (i.e., municipal code amendments related to alcohol
fines) while some have not yet been fully sized or scoped for City Council consideration (i.e., transit center
hub near OSU). This Adopted Budget includes appropriations for the Collaboration project as follows:
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a.  $90,000 in the General Fund, Non-Departmental budget to complete the Collaboration work plan
subject to cost sharing with OSU — OSU will contribute half this cost as revenue to the City.

b. $25,000 in the General Fund, Non-Departmental for development of neighborhood design
standards.

c.  $5,000 in the General Fund, Non-Departmental for a livability survey to evaluate the effectiveness
of changes made in livability measures.

d. $5,000 in the General Fund, Non-Departmental for an existing gravel parking conditions survey.

e.  $300,000 in the Parking Fund, Public Works Special Projects for the first stage of the potential
implementation of the recommendations for expanded residential parking districts. Additional
scoping work is required before the project can be implemented, so the monies have been included
in the Public Works Department Special Projects budget where they can be expended if the City
Council chooses to pursue this recommendation.

There are two other recommendations coming out of Collaboration Corvallis project thus far with the
potential for significant costs to the City. One is the goal to achieve parity with comparable cities for Police
Officers per 1,000 population. Adding Police Officers is a significant cost without any current funding in
the City’s budget and will be the subject of further City Council discussion about the potential for an
alternative revenue source (PST — Public Safety Tax) and long-term financial strategy. The second is the
recommendation to institute a property maintenance code which will need to be considered with the
anticipation that rental housing fees would cover additional program costs.

2. SUSTAINABLE BUDGET - Council will achieve a sustainable budget where recurring revenues equal or
exceed recurring expenditures in all City funds by continuing to seek expenditure efficiencies and by
exploring and implementing a broad range of revenue sources. This Adopted Budget continues the work

begun last year to develop and implement a sustainable financial operation. The Adopted Budget is
balanced, and the City Council’s commitment to build and hold a General Fund Fund Balance Reserve is
met with the scheduled contribution. Additional work on a longer-term financial strategy and potential
revenue alternatives will begin shortly after this budget is adopted with Budget Commission work sessions.

3. ECONOMIC DEVELOPMENT - Economic Development Commission will review and possibly supplement
the current economic development strategy incorporating aspects of agriculture-related businesses, local
investment, arts and culture, as well as the City’s overarching goals. The Economic Development
Commission will provide recommendations to the Council by the end of 2013. Council takes action by mid-

2014. This work has been added to the Economic Development Commission’s work plan for the coming
year. Staff in the Economic Development Office will support this work effort without needing additional
resources in FY 13-14.

4. HOUSING - By the end of 2013, the Council will have access to comprehensive and objective information

about the demands for housing in the Corvallis urban growth boundary and the causes of the current
housing mix. By the end of 2014, the Council will create policies, regulations, and strategies to help meet

the housing needs of those who live here or wish to live here. The General Fund Non-Departmental
Budget includes $125,000 to implement and complete the study portion of this goal.

5. HOMELESS COLD WEATHER SHELTER - Participate in the development of a plan to find a permanent

solution by December 2014 for a cold weather shelter and daytime drop-in center. The Community
Development Department’s Housing Office staff has been working with Benton County staff and members
of the Corvallis Homeless Shelter Coalition (CHSC) to implement the County’s 10-year plan to end
homelessness. This work will continue through FY 13-14 as Housing staff provide technical assistance and
advice to the CHSC with regard to acquisition considerations and requirements for specific properties in
which they have interest.

6. PUBLIC PROCESS AND PARTICIPATION - By December 2014, the Council will revise its processes and

structures into a more effective and efficient citizen engagement program to develop diverse future leaders,
enhance communication between citizens and the Council, help connect citizens to each other to strengthen
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community and neighborhoods, and utilize the expertise of citizen-volunteers in solving community
problems. There are no monies budgeted for this goal in FY 13-14 pending City Council discussion and
action to further refine the goal and determine if staff or other resources will be needed.

DIFFICULT CONVERSATIONS

With no resources available or identified to add or expand services, but community demand for the City to provide
more services, staff’s attention will continue to be focused on ways to be more creative with service delivery. For
staff and the community, this begins with a series of difficult conversations about how the current work is being
done, and how other entities may perform the work Corvallis does, how to improve service delivery, and whether all
cutrent work can or should continue to be done.

These are difficult conversations because they hit close to home; staff, City Council members, and advisory board
and commission members will be asked to take a hard look at services that some may have spent an entire career
with the City building. However, our times require that we carefully and comprehensively do our due diligence into
service delivery and the intended and unintended consequences that can result in asking questions and developing
solid information about service delivery alternatives. The City is at the front end of these conversations and
questions remain that must be answered. For example, what would happen if the City just stopped providing some
services because we can’t afford it? Can private enterprises provide the same services for lower cost? Wil
contracting services compromise the quality of that service delivery? If the City offices were open for fewer hours,
would service levels suffer?

On March 4, 2013 some of the difficult conversations began with developing the FY 13-14 budget, specifically my
direction to Department Directors to begin looking at whether the private sector can provide some services at
significant savings. An example of staff-initiated conversations is reducing hours City facilities operate as a way to
see significant savings. Department Directors are about equally divided between those who believe this is one of the
best ways to reduce costs and those who see the potential for significant loss of customer service; and while no
recommendation has been made in this budget to change hours of operation, we should spend sufficient time
thoroughly investigating and vetting the idea to know whether the idea is viable or not. These types of conversations
must continue.

Even though most of the work reflected in this message focuses on difficult conversations surrounding reducing
expenditures, the City Council has also been actively pursuing difficult conversations about revenue alternatives.
During the past year Council has been asked to consider establishing a Parks & Recreation District, and has most
recently worked on a Public Safety Tax to fund restoration of Police and Fire services previously cut from the City
budget. This conversation is expected to expand to the stage of more community participation in the next two
months, and combine with conversations about renewal of the current property tax levy. Conversations about long-
term financial planning strategies will begin in earnest with the Budget Commission hopefully scheduling work
sessions after this budget is adopted.

SUMMARY

In May I wrote in a City Manager’s Monthly that it is important that as a community of people we approach every
difficult conversation with an expectation that we can make it work or make it better. I admire and appreciate the
work of the City Council, the Budget Commission and our other Board and Commission members who give of their
time to make Corvallis an outstanding city. I also appreciate and acknowledge the sacrifices that our dedicated and
professional staff and bargaining units have made over the time I have been City Manager to help the City achieve a
sustainable budget. There is still much work to be done. As our conversations move forward, staff proposals to
balance the budget may include reinventing or remaking how we provide essential City services, how we balance our
staffing levels including management and front line staff, how we negotiate labor agreements, and how the
community can assist in that decision-making process.
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Any discussion of new taxes or fees will require that we continue to look for significant reductions in the overall
budget at the same time either the City Council or voters approve additional funding. This is the consistent response
we got from the most recent Citizen Survey, where a majority of registered voters thought the bottom line to
address the General Fund deficit is “combine revenue increases and budget cuts to balance the City budget,
acknowledging this will mean reductions in service levels.”

Again this year, I could not have accomplished the work on this adopted balanced budget without the assistance of
our knowledgeable, experienced and professional Department Directors and City staff. I appreciate their support
and their commitment to this city. As professional staff, we look forward to implementation of an approved and

adopted City budget.

And our collective expectation....make it work or make it better.

Respectfully submitted,
f/_\ o
(WA A

\]\aw;r_x;:é A. Patterson

City Manager

Review & Concur:

N 1

G
/ MZIL:;:;\—-' El<jc ,W\\(//

Public W o}l;s Director C rmnumty Development Director s {‘S: Recreation Dlrecfi)r

ﬁ&mm% M TS

!\leran' D ec Police Chief Fire -Q}uef \\__/

7

Finance W

City of Corvallis 22 FY 13-14 Adopted Budget



/

BUDGET & FINANCIAL PLANNING OVERVIEW

~

The following section provides a financial overview of the City’s operations in
FY 13-14 as well as information related to long-term planning.

The City Council and the Budget Commission use three-year Financial Plans
throughout the budget process to monitor the status of the City’s current and
future year finances. Long-term financial plans are developed for each
operating fund of the organization, with revenue and expenditure estimates
updated as more information becomes available during the course of the
year. Although the plans are presented here in a three-year format, staff
uses the financial plans projected over the course of seven years for things
such as utility rate setting or modeling tax levies in order to see the longer
term impact of short term decisions. Capital project budgets are also tested
in the financial plans to ensure that adequate monies are projected to exist
both for construction of the project and for the operating costs that may be
incurred upon the project’s completion.

BUDGET COMMISSION

Sitting (left to right): Penny York, Hal Brauner, Curtis Wright, Joel Hirsch, Elizabeth French Standing (left to right):
Roen Hogg, Richard Carone, Biff Traber, Mike Beilstein, Laurie Mason, Janet Gambatese, Mark O'Brien, Bruce Sorte
Not Pictured: Dan Brown, Barbara Bull, Karyle Butcher, John Davis, Richard Hervey




City of Corvallis
Budget by Fund

Total Budget

$122,755,232

General Fund

Special Revenue

Cap Const./Debt/

Enterprise Funds

Funds Perm Funds
$45,707.945 $25,282,742 $10,003,865 $32,487,730
General Fund Street Fund Capital Construction Water Fund

Op $37,935,050
Non-Op $7,772,895

Op $4,192,560
Non-Op $1,586,730

Parks SDC Fund

Non-Op $2,974,562

9-1-1 Fund

Op $2,320,330
Non-Op $135,750
Development
Services Fund

Op $3,274,050
Non-Op $135,470
Comm. Dev.
Revolving Fund

Op $3,141,770
Non-Op $54,470

Parking Fund

Op $1,146,330
Non-Op $286,380

Transit Fund

Op $4,021,090
Non-Op $104,630

2011 Operating Levy

Fund

Non-Op $1,908,620

Fund

Non-Op $6,334,925
General Obligation
Debt Service Fund

Non-Op $1,067,250
Pension Obligation
Debt Service Fund

Op $1,350
Non-Op $2,600,340
Davidson Fund
Op $0

Op $7,732,250
Non-Op $5,431,380

Wastewater Fund

Op $8,362,840
Non-Op $6,233,490

Storm Water Fund

Op $2,319,020
Non-Op $1,530,230

Airport Fund

Op $621,050
Non-Op $257,470

Internal Service
Funds

$9,272,950

Fleet Maintenance
Fund

Op $855,450
Non-Op $16,000
Facility Maintenance
Fund

Op $809,840
Non-Op $10,000
Technology and
Communications

Fund

Op $1,608,770
Non-Op $30,000
Administrative
Services Fund

Op $4,544,060
Non-Op $30,000
Risk Management
Fund

Op $1,093,830
Non-Op $275,000

Note: Shaded funds are accounted for on the accrual basis of accounting and budgeted for on the modified accrual basis of
accounting, whereas the non-shaded funds are both accounted and budgeted for on the modified accrual basis of accounting.




BUDGET & FINANCIAL PLANNING OVERVIEW

I. INTRODUCTION

This section of the budget document provides an overview of the financial information related to the operations of the City for
FY 13-14 as well as information on longer term financial planning considerations. The annual budget focuses on one year of
activity, but the City of Corvallis has a lengthy history of long-term financial planning as is a best practice for ensuring a viable
future for municipal government services. As such, this section begins with a summary of the FY 13-14 City budget that
combines all funds by fund type, followed by a summary of revenue and expenditure assumptions which have been used to
develop the City’s budget and forecast future fund balances. The FY 13-14 operating expenditure budget is summarized by both
department and type of expenditure. Next the non-operating budget is summarized, with page references to more specific
information. Finally, three-year financial plans and summary narrative for eighteen of the City’s twenty-two funds are included to
provide information about the City’s future.

II. SUMMARY OF THE ADOPTED BUDGET FOR FY 13-14

The Adopted Budget for FY 13-14 is balanced as per State Law. The City’s projected revenue totals $116,034,567. With an
estimated beginning fund balance of $39,849,641, the City projects it will have $155,884,208 in total resources to fund services.
The expenditure budget totals $122,755,232 with $83,979,640 for operating expenditures and $38,775,592 for non-operating
expenditures. A summary of the budgeted revenues and expenditures is outlined in the chart below.

Governmental Activities Business Type Activities
Special Cap Const/
General Revenue Debt/Perm Enterprise  Internal Svc FY 13-14 % of Total
Fund (A) Funds (B) Funds (C) Funds (D) Funds (E) Total Rev/Exp
Beg. Fund Balance $6,265,564 $9,630,391 $1,018,749 $21,536,743 $1,398,194 $39,849,641
Operating Revenue
Property Taxes 20,617,620 1,870,860 1,148,000 0 0 23,636,480 20.37%
Other Taxes 1,372,600 0 0 0 0 1,372,600 1.18%
License, Fees, Permits 5,925,060 3,149,780 0 5,000 0 9,079,840 7.83%
Charges for Service 5,879,940 4,792,070 0 22,518,630 8,812,340 42,002,980 36.20%
Intergovernmental 4,207,850 9,992,080 2,241,350 449,960 0 16,891,240 14.56%
Fines and Forfeitures 749,530 453,100 0 0 0 1,202,630 1.04%
Miscellaneous 500,690 708,300 436,620 440,590 67,050 2,153,750 1.86%
Total Operating Rev. 39,253,290 20,966,690 3,825,970 23,414,180 8,879,390 96,339,520 83.03%
Non-Operating Rev. 6,874,565 2,097,932 5,846,000 4,876,550 0 19,695,047 16.97%
Total Revenue 46,127,855 23,064,622 9,671,970 28,290,730 8,879,390 116,034,567 100.00%
Total Resources $52,393419  $32,695,013  $10,690,719 $49,827,473  $10,277,584 $155,884,208
Operating Expenditures
City Manager’s Office 326,250 0 0 0 2,970,760 3,297,010 2.69%
Community Dev. 1,309,840 6,442,160 0 167,050 0 7,919,050 6.45%
Finance Department 646,770 273,220 0 0 4,085,070 5,005,060 4.08%
Fire Department 10,485,960 0 0 0 0 10,485,960 8.54%
Library 5,878,150 0 0 0 0 5,878,150 4.79%
Parks & Recreation 6,164,230 0 0 0 0 6,164,230 5.02%
Police 10,649,520 2,693,890 0 0 0 13,343,410 10.87%
Public Works 1,026,260 8,686,860 0 18,868,110 1,856,120 30,437,350 24.80%
Non-Departmental 1,448,070 0 1,350 0 0 1,449,420 1.18%
Total Operating Budget 37,935,050 18,096,130 1,350 19,035,160 8,911,950 83,979,640 68.41%
Non-Operating Budget
Capital Projects 0 0 6,334,925 3,801,860 0 10,136,785 8.26%
Debt Service 243,180 0 3,667,590 3,335,200 0 7,245,970 5.90%
Transfers 6,125,075 6,886,322 0 5,383,610 0 18,395,007 14.99%
Other Non-Op Uses 774,640 0 0 495,400 0 1,270,040 1.03%
Contingencies 630,000 300,290 0 436,500 361,000 1,727,790 1.41%
Total Non-Op. Budget 7,772,895 7,186,612 10,002,515 13,452,570 361,000 38,775,592 31.59%
Total Appropriated Budget $45,707,945  $25,282,742  $10,003,865 $32,487,730 $9,272,950 $122,755,232 100.00%
Ending Fund Balance $6,685,474 $7,412,271 $686,854 $17,339,743 $1,004,634 $33,128,976
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D.

General Fund — Property taxes are the major revenue source for Police, Land-Use Planning, Parks and Recreation, Fire,
Library, and Economic Development services, although most of these services have some fee or grant resources also
available. As of FY 13-14 the Parks and Recreation, Fire and Rescue, and Library Funds will be closed, with revenue and
expenditure activities for these programs consolidated into a single General Fund. FY 13-14 also marks the third and final
year that some Library, Parks and Recreation and Social Services are partially supported by a voter-approved property tax
levy outside of the City’s permanent tax rate.

Special Revenue Funds — The special revenue funds include the Street, Parks Systems Development Charge, 9-1-1,
Development Services, Community Development Revolving, Transit, Parking, and 2011 Operating Levy Funds. The
operations supported in these funds have specific designated revenues, and receive no property tax support. The 2011
Operating Levy Fund was established to record revenue received associated with the May 2011 local option tax levy; this
funding is transferred out to the General Fund for support of social services as well as Library, Aquatic and Senior Center
operations.

Capital Construction/Debt Service/Permanent Funds — This category includes the Capital Construction, General Obligation
Debt Setvice, Pension Obligation Bond Debt Service, and Davidson Library funds. The Capital Construction Fund receives
support from grants, bond issues or bank loans for specific projects and interfund transfers for cash funded projects that are
not utility or airport projects. The General Obligation Debt Service Fund is fully supported by voter-approved property tax
levies outside of the City’s permanent tax rate. The Pension Obligation Debt Service Fund is supported by interfund
transfers from the operating funds of the organization. The Davidson Library Fund is a permanent fund, supported by a
$5,000 non-expendable trust.

Enterprise Funds — Enterprise funds are business-like activities, where operating revenues pay for all costs of operation and
maintenance as well as capital construction and debt service. The City of Corvallis operates four enterprise funds — Water,
Wastewater, Storm Water, and Airport. The

enterprise funds carry relatively large balances Operating Budget by Fund Type

in reserves for debt service and construction
(systems development charge revenue).

R . Enterprise
Internal Service Funds — Internal service 23%
funds provide services primarily within the
City’s operations and include the Fleet, General

Facility =~ Maintenance, Technology and 47%

Communications, Administrative Services
and Risk Management Funds. The primary
support for internal service funds is payments Internal Svc.

. . 11%
from departments for the services provided. Other Sgl-ofevenue
0

III. REVENUE PROJECTIONS

The City’s budget process begins with revenue projections and includes testing assumptions made about revenues for the current

fiscal year and expanding those assumptions

Operating Revenue to FY 13-14. For the two future years in the
Financial ~Planning period, forecasting
considers additional drivers such as trends in
100 - . . .

00 the economy, inflation and population to

90 . 7 . .
% derive projections which are sufficiently
v realistic, and neither overly conservative nor

.70 A — isclomer 1stc, )

g e A aFines optimistic, to ensure services and programs
R mintergov. are maintained or enhanced at the level of
20 1 DCharges for Sve citizen demand and not cut unnecessarily.

30 - OlLicenses

. . e
20 momertanes Revenues are discussed by classification in

oProperty Taxes . ..
10 the following pages. A summary of critical
o factors for best/worst case potential for
2011 2012 2013 2014 General Fund revenues can be found on

FY Ending

page 54, and demonstrates well the

challenges in forecasting with any precision.
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PROPERTY TAXES

% Chg from
FY 10-11 FY 11-12 FY 12-13 FY 12-13 FY 13-14 FY 13-14 FY 12-13
Audited Audited Adopted Revised Adopted Projected Adopted

Operations - Permanent Tax ~ $19,808,493  $20,508,583 $21,002,640 $20,305,690 $20,617,620  $18,975,500 9.65%
2011 Operating Levy 0 1808062 1861240 1816370 1,870,860 1,788,640 -3.90%
Debt Service 1,809,303 2131238 1,040,800 1,040,800 1,148,000 1,148,000 10.30%
Total $21,707,796  $24,447,883 $23,004,680 $23,162,860 $23,636,480 $21,912,140 -8.34%

Property tax revenue represents about 20% of the City’s total projected revenue for FY 13-14, and over 40% of the projected
total revenue in the General Fund. Property taxes account for nearly all of the revenue in the 2011 Operating Levy and General
Obligation Debt Service Funds.

Original Budget FEstimates vs. the estimated Impact from the Hewlett-Packard (HP) valuation appeal decision

Estimates for property tax revenue shown in the Adopted FY 13-14 column of the table above were developed eatly in the
budget process, and were based on data from the County on actual assessed value for FY 12-13 and projections of growth for FY
13-14. Unfortunately, two weeks before the City Council was scheduled to adopt the budget, Benton County was informed that
the Oregon Tax Court had sided with HP in its appeal of values dating from 2008, 2009, and 2010. A significant amount of work
was required over the intervening two week period to ensure that the City Council adopted a balanced budget. It is important to
note that this work was all preliminary to having actual, final data on the impact of the HP appeal (i.e., Benton County did not
have final numbers setting a corrected AV for HP prior to the City Council adopting the budget). As a result, staff did not have
the time to make massive financial system changes prior to Council adopting the budget, but will modify all data at the mid-year
point with hopefully more complete information from the State and County. The following paragraphs provide background on
how the original budget estimates were made, and how staff believes the most recently available data on the HP decision will
affect FY 13-14 and beyond.

The Adopted Revenue amount shown in the table above reflects an anticipated assessed value growth of only 0.17% to
$4,147,061,088 in 2013 from the $4,139,865,134 certified in 2012. However, assessed value is now expected to grow by even less
than originally anticipated at budget adoption, due primarily to the successful appeal noted above for tax years 2008-2010 by HP,
which reduced the company’s assessed value, and therefore the AV underpinning all three of Corvallis’ levies, by over $117
million. As such, the $19.0 million reflected in the General Fund financial plan in the Budget Message, as well as the FY 13-14
Projected column above now represents a better estimate of what is likely to be collected in FY 13-14 for permanent rate-related
property taxes including delinquencies; it should be noted that this number is also net of a $1.4 million refund paid out under the
appeal, which means that total property tax revenues collected are anticipated to be more than 8% lower than Adopted FY 12-13
levels.

Property taxes are levied for operating costs and to meet debt obligations on voter approved general obligation bonds. A $0.45
per $1,000 of assessed value local option tax levy to fund specific services was authorized by City of Corvallis voters in May 2011.
The three-year levy went into effect July 1, 2011. The FY 13-14 Budget assumes that the City will levy the full amount of the
permanent tax rate of $5.1067 per $1,000 of assessed value and the full amount of the local option levy tax rate of $0.45 per
$1,000 of assessed value.

Property taxes levied for voter approved general obligation debt are exempt from both Measure 5 and Measure 47/50 limits (see
additional information below regarding these limits). For FY 13-14, property tax revenue for debt is expected to total $1,148,000.
Taxes for debt are levied as a total dollar amount, in the amount necessary to return revenue to the City to pay the principal and
interest due on the debt during the fiscal year. The City currently has only one general obligation debt issue outstanding: a
refunding of two voter-approved bond issues from 1999 and 2001. The refunding was completed in May of 2009, with the City
achieving over $755,000 in net present value savings. The underlying two issues were the 1999A Riverfront Commemorative Park
construction bonds and the 2001 Open Space bonds that were used to purchase five parcels of open space totaling over 400
actes. The financial plans do not include projections for debt service funds since the amounts levied are specific to the bond issue
and the amount due each year. In FY 13-14 an incremental amount has been levied to offset the HP refund amount paid out for
the prior years’ appeal in order to remain whole for debt service payments owed.
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Property taxes are levied by taxing district in accordance with Oregon Local Budget Law and certified to the County Assessor.
Property taxes are collected by Benton County and distributed to each taxing district. Property taxes are due in three separate
payments each year. However, counties are allowed to provide a discount if property owners pay the tax in full in November.
Historically, the City has lost around 2.5% of the total levy each year because of the discount. As a result, levy amounts, and the
related gross revenue projections are reduced by 2.5% which will never be collected; revenue projections for FY 13-14, not
including the changes noted above with respect to HP revaluation, are:

Levy Amount Discounts Gross Revenue
Operating Permanent Tax $21,177,800 ($544,380) $20,633,420
Operating 2011 Levy 1,918,830 (47,970) 1,870,860
2009 Refunding of 99/01 Bonds 1,177,440 (29,440) 1,148,000
Gross totals: $24,274,070 ($621,790) $23,652,280
Less: Current Year Est Delinquencies: (488,310)
Plus: Prior year delinquent collections: 472,510
Total Adopted Prop Tax Revenues: $23,636,480

Based on historical data, the City expects that about 2.3% of the levy each year will also not be received due to non-payment of
taxes. Property taxes that are not paid are secured by a lien on the property, and the lost revenue is recorded as a prior year
receivable in the General Fund at the end of the fiscal year. For FY 13-14, the City projects a loss of $488,310 from current year
property taxes that are unpaid at June 30, 2014; this amount will be collected in future years. Delinquent property tax revenue
totaling around 51% of the outstanding receivables is projected to be collected each year from prior year delinquents. For FY 13-
14, the City estimates it will receive $472,510 in revenue from payments made on prior year delinquent property taxes.

Property Tax Limits & Tax Rates

Property taxes for operations are levied in accordance with the Oregon constitutional limitations known as Measures 5 (1990) and
50 (1997). Measure 5 placed a maximum tax rate for non-education governments of $10 per $1,000 of real market value on each
patcel of property. Measure 50 set a permanent property tax rate for each governmental entity and developed an assessed value
for each parcel of property that is different than real market value for purposes of levying taxes. Assessed value is generally limited
to an annual increase of 3% for each parcel of property. In a situation where the property’s real market value decreases to less
than the assessed value, the assessed value will also decrease, which is known as “Measure 50 compression.” Aggregate assessed
value will also increase based on new taxable development, with all new development assigned an assessed value that is the same
ratio of assessed value to real market value as similar property.

Since Otegon voters approved Measure 50, local governments and special districts in Oregon have not been permitted to ask
voters for increases in permanent property tax rates. When a permanent rate of a local government does not provide enough
revenue to meet estimated expenditures, local governments may raise property taxes above their permanent rates only by voter
approval of a local option levy. The levy rate approved by City of Corvallis voters in May 2011 raised $1,808,062 in FY 11-12 and
is currently estimated to raise $1,816,370 in FY 12-13 and $1,870,860 in FY 13-14 or a total of $5,495,292 for all three years based
on growth in assessed value of .5% for 2012 and potential growth of 3.0% for 2013.

Both real market value (RMV) and assessed value (AV) are important features in projecting property tax revenue based on
different tax limits. In FY 12-13, in aggregate, residential property AV was 81% of RMV; commercial property AV was 64% of
RMYV; and industrial property AV was 100% of RMV. As a parcel of property’s ratio of AV to RMV gets closer to 100%, which
two of the three statistics did for the fifth consecutive year, that property approaches either the Measure 5 limit of $10 per $1,000
of RMV or Measure 50’s caveat that AV will not ever be higher than RMV.

The Financial Plans assume that the City’s maximum permanent tax rate of $5.1067 per $1,000 will be levied each year along with
$0.45 per $1,000 of assessed value for the local operating levy through FY 13-14. The FY 12-13 combined tax rate for non-
education governments, excluding levies for debt, for most Corvallis residents was $8.9679 per $1,000 of assessed value. This
translates to an aggregate rate of around $6.75 per $1,000 of real market value, well below the $10 limit. However, the rates are
applied parcel-by-parcel, so some parcels may be closer to the $10 limit than others.
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Property Values

In Corvallis, the history of assessed value (AV) growth in the post
Measure 50 era has been irregular, with five years in the last ten where
total assessed value has not increased by the full 3% that would be
“expected” based on most people’s understanding of M.50. Factors
impacting the variance from the 3% include new residential development
added to tax rolls versus industrial depreciation rates and private property
purchased by tax-exempt entities such as Oregon State University (OSU)
Health,

or Samaritan
Growth Gowth | reducing the taxable AV.
$K From $K From

Tax Year RMV Prior Yr AV Prior Yr

2003 3,717,868 0.63% 3,113,328 2.94%
2004 4,299,629 15.65% 3,292,880 5.77%
2005 4,522,703 519% 3,433,647 4.27%
2006 5,088,443 1251% 3,467,066 0.97%
2007 5,565,083 9.37% 3,613,017 4.21%
2008 5,946,532 6.85% 3,745,147 3.66%
2009 5,825,693 -2.03% 3,825,054 2.13%
2010 5,664,529 -2.77% 3,999,075 4.55%
2011 5,672,462 0.14% 4,118,580 2.99%
2012 5,496,249  -3.11% 4,139,865 0.52%
Avg Annual Growth 4.24% 3.20%

Property Value Growth

° I
j /-/'/ N L
W

Billions

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Calendar Year

—m—RMV —4—AV

During the past ten years, Corvallis has achieved a 32.01% increase in AV, an average
of 3.20% per year. RMV, on the other hand, increased neatly 60% for the six years
through 2008 then fell for two successive years back to neatly 2007 levels. This trend
generally continued with only a slight increase in 2011, then declined again in 2012.
The net ten-year increase from $3.7 billion to $5.5 billion was just under 42%. Over
the same period, the Consumers Price Index (CPI) has increased 28%, but 7% of this
inflation occurred since 2008, and is not reflected in RMV growth for the same

period, since this has actually decreased in net by over 8%. Changes in the annual RMV and AV are reflected in the table to the

left (dollars are in 000's).

For the current fiscal year, the City’s AV increased by only 0.5% from $4,118,580 in 2011 to $4,139,865 in 2012, well below the
projected 3% allowed valuation growth that was in line with the County’s forecast in this regard. The full increase did not
materialize primarily due to several large properties coming off tax rolls as they were sold to exempt property holders such as
OSU and Samaritan Health. While one portion of the HP appeal was resolved by the courts about the time the City’s budget was
adopted, the State Department of Revenue (DOR) has since made the determination to appeal that decision, which will cause a
further delay in the timing at minimum of interest owed on the appeal, or may possibly resolve in some refunded amounts
reverting to the City should the Supreme Court rule in the State’s favor after all. Additionally, there is another large taxpayer
appeal still outstanding for Comcast. The revenue impact of these appeals is expected to be substantial. Unfortunately, neither
situation is expected to be resolved by the courts until well into FY 13-14; as such, Benton County Finance staff will likely
recommend deferring tax and payments, and reserving additional monies for more potential refunds in 2013.
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Library District, Benton County,
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City Manager's
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Other, 6¢

For FY 13-14, assessed value was projected to increase
by 0.17% when the budget was taken forward to Council
for adoption, as a reflection of the assessed value growth
allowance for all properties, but no significant new
taxable development in the face of a continuing stagnant
economy, and  projected  stabilizing  industrial
depreciation. Another large property has been purchased
by a tax exempt entity in FY 12-13, and a successful
appeal by a large developer resulted in a year-end refund
of just under $100,000. The impact to the City from
these Assessed Value reductions, as well as the
aforementioned HP AV reduction, will only be partially
offset for FY 13-14 by some new multi-family housing
value being added. In FY 14-15 and FY 15-16 the AV is
currently estimated to increase by 3.0% (assuming a
slightly improved economy over the next two years will
result in residential development picking up again
offsetting somewhat any decreases in AV from the final
resolution of all outstanding appeals).
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OTHER TAXES

% Chg from
FY 10-11 FY 11-12 FY 12-13 FY 12-13 FY 13-14 FY 12-13
Audited Audited Adopted Revised Adopted Adopted

Transient Room Taxes $1,190,725  $1,239,155  $1,270,650  $1,351,600  $1,372,600 8.02%
Other Taxes are from Transient Room taxes and are 1.18% of the
City’s total projected revenue for FY 13-14. These taxes are minot Transient Room Tax Trend
revenue in the General Fund and are estimated to increase 8.02% |
for FY 13-14 over what was originally budgeted in FY 12-13. The $1:2 /
City currently levies a room tax of 9% of the room costs on all | R
transient lodging in the city limits. Revenues in this category have |£4 o el
been impacted by the poor economy for the past several years, but §$0_6 —
are showing some signs of recovery despite room stays being down | o4
by approximately 1% for calendar year 2012, since average daily rate $0.2
and revenue per available room are both up by 4.3% and 3.3% $0.0 : ,
respectively, per Visit Corvallis statistics. As such, FY 12-13 was FE IS Feds s 0@4\4‘1‘,&&
revised to higher levels, and with the hotel rate increases still o o
anticipated through the end of 2013, FY 13-14 results are projected Fiscal Year

to improve again slightly by about 1.6%. As hotel prices will
continue to rise, revenue should also continue to grow in future years, but is projected to do so at a slightly lower pace of
approximately 2.0% per year through FY 15-16.

LICENSES, FEES, PERMITS

% Chg from
FY 10-11 FY 11-12 FY 12-13 FY 12-13 FY 13-14 FY 12-13
Audited Audited Adopted Revised Adopted Adopted

Franchise Fees $5,142280  $5306,529  $5310290  $5328,540  $5,519,540 3.94%
Building Permits 1,019,674 1,068,834 1,086,350  1,143450 1,143,450 5.26%
Transp. Maint. Fee 414,222 423,237 422,180 422,180 432,740 2.50%
SIF 493488 1,269,786 1,407,900 1,407,900 1,426,690 1.33%
Other 525,250 530,706 513,430 541,990 557,420 8.57%
Total $7,594.923  $8599,092  $8,740,150  $8,844.060  $9,079,840 3.89%

Licenses, fees and permits are 7.83% of the City’s total projected revenue for FY 13-14. Licenses, fees, and permits provide more
than 25% of the operating revenue in the Development Setrvices and Transit Funds, and about 14% of total General Fund
revenues. The primary revenue for this classification in the General Fund is from franchise fees, which are the second largest
single revenue source in the General Fund; the major drivers for franchise fees are the use of the services provided by the
franchisees (utilities that use the public right-of-way) and the rates the utilities charge. These fees are estimated to increase by
3.94% in FY 13-14 over Adopted FY 12-13. This projection includes various utility rate hikes as well as a small increase in
population, and revenue reductions due to lower telecommunications franchise fee payments. As more people switch to wireless
providers for their primary telephone setrvice, the land-line based service payments are decreasing. Conservation efforts are
reducing electric and natural gas utility revenues, and in turn the franchise fees. The remaining two years of the planning period
are projected at increases of just over 1% per year, premised primatily on some level of utility rate increases continuing to be
offset by conservation efforts and decreasing use of land line telephones and increasing use of text messaging and other means of
communicating using the internet.

This classification also includes revenue from building permits taken out in conjunction with seeking inspections of construction
of new/remodeled buildings, accounted for in the Development Setvices Fund. New residential construction activity in Cotvallis,
as elsewhere in the U.S., has been stagnating over the past few years, but has begun to show slight signs of possible recovery.
Commercial activity has remained relatively robust, explaining the higher than anticipated results of the past few years. Several
large projects under discussion, including development on 1%t Street, at least two large Oregon State University projects, and
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construction activity resulting from the recent Sather Annexation, underpin the higher projection for FY 13-14 fees, which are
expected to increase another 5.26% over adopted FY 12-13 levels. The City’s population is projected to continue to grow between
0.5% and 1.2% per year. This figure is consistent with estimates included in the Comprehensive Plan. Changes in the Oregon
State University (OSU) student population will continue to have an effect on the City's overall population growth rate. Additional
economic recovery continues to be anticipated over the next twelve to eighteen months. As such, the Financial Plans show permit
revenue continuing to ramp up at a modest 2% per year in the latter two years of the planning period.

Licenses & Fees & Permits Trend The Transportation Maintenance Fee (TMF), accounted for in the
Street Fund, is calculated for each property on the average number of
$10 vehicle trips generated by that particular property’s use. The revenue
. e received is used to fund specific street infrastructure and improvement
., ¥ /\/‘/ projects. The City Services Bill is the mechanism for monthly billing
s 22 —r— and collection. City departments are also subject to this fee. Based on
2w trip rates ranging from 2.1¢ for non-residential to 14.2¢ for residential
:ﬁ properties, this fee is projected to realize approximately $432,740 in FY
o 13-14. Despite commercial construction having added several new
S S R billable areas to the system in recent years, receipts have only increased
€ & marginally each of the past several years based on economic impacts to

A other businesses.

Fiscal Year

The Sustainability Initiative Fees (SIF) for Transit Operations (TOF),
Urban Forest Management, and Sidewalk Maintenance, are also collected monthly via the City Services Bill. Primarily due to an
ordinance-allowed increase in the Transit operations billing rate in February 2012 based on gas price increases, the TOF receipts
increased by nearly 18% over budgeted FY 11-12 levels. As such, year to date collections in FY 12-13 are now on target to exceed
the FY 12-13 estimated budget for all three fees of $1,407,900, and are forecast to increase again in FY 13-14 to $1,426,690 in
total. Now that bus rides are fareless, the fees category represents a greater portion of Transit Fund revenues than charges for
setvice.

The largest component of the “Othet” category is the Public, Education, Government/Institutional Network (PEG/I-Net) fees
charged on cable television bills for local public access, estimated to bring in around $147,000. Other licenses, fees and permit
dollars are from permit work in the public right-of-way, use of park facilities, dog licensing and parking lot space rental fees.

CHARGES FOR SERVICE

% Chg from
FY 10-11 FY 11-12 FY 12-13 FY 12-13 FY 13-14 FY 12-13
Audited Audited Adopted Revised Adopted Adopted

Utility Fees $17,697,852  $18,280,058 $18,704,720 $19,069,850  $19,219,290 2.75%
Systems Dev. Chgs 3,588,437 3,556,322 1,989,780 1,949,780 3,266,130 64.15%
Parks & Rec Fees 1,360,074 1,370,920 1,531,140 1,464,000 1,562,810 2.07%
Building Plan Review 968,030 1,295,463 1,243,450 1,317,000 1,416,950 13.95%
Contracted Fire Svc. 1,136,763 1,172,652 1,201,270 1,202,740 1,232,050 2.56%
Ambulance Fees 1,812,511 1,910,309 1,950,000 1,950,000 1,969,500 1.00%
9-1-1 Cost Share 936,220 927,500 979,080 979,080 1,064,080 8.68%
Internal Service Charges 8,252,460 8,118,720 8,136,360 8,040,210 8,322,490 2.29%
Other 3,843,248 4,073,182 3,992,350 4,052,890 3,949,680 -1.07%
Total $39,595,595  $40,705,126 $39,728,150  $40,025,550  $42,002,980 5.73%

Charges for service revenues are 36.20% of the City’s total projected revenue for FY 13-14, and are the largest classification of
revenue for the City. Chatges for service provide more than 25% of the revenue in the Development Setvices, 9-1-1 Emergency,
Water, Wastewater, Storm Water, Airport, Fleet, Facility, Administrative Services, Technology and Communications, and Risk
Management Funds. Revenue in this category is from sales of City services to customers. The largest revenues are utility user fees
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for Water, Wastewater, and Storm Water services (funds which are self-supported), Systems Development Charges (Street, Parks
SDC, Water, Wastewater, and Storm Water Funds), Parks and Recreation programs (General Fund), charges for construction plan
reviews (Development Services Fund), contracted fire and ambulance services (General Fund), 911 cost share contract (911 Fund)
and internal service charges (Fleet, Facility, Technology and Communications, Administrative Services, and Risk Management

Charges for Services Revenue Trend Funds)'
$45 — The City Council’s current Financial Policies call for an annual rate
:‘;g g review each fall for the Water, Wastewater, and Storm Water Funds, with
0o f—" " a Council goal
é :zz to keep the Utility Rate Comparison - Area Communities
$15 combined rate -
$10 increase for all
$5
$0 three utilides to | %
e F P & @ e N éfb ¢°Q@6 around 3% for $80
oF 8T the average | seo
Fiscal Year single famﬂy 40
customer, with
a top rate increase limit of 7% by Council policy. Rates implemented $20
N

February 1, 2013 increased 3% on the total bill, complying with the 3% o o
5 > efb\b F & ¢ \xc@g F & & O F
A o S NS N D
target S 5\)(\(}\o N 6496\ & e PO &@6 &®

Utility Rate Comparison - Comparable Sized Communities cap. The
projected
rate increases for the three utilities will be reviewed in the fall with
any actual increases put into place in February 2014. Projected rate
increases are shown in the financial plans, and currently assume
2% for Water, 4% for Wastewater, and 7% for Storm Water,
which combined would result in a rate increase of around 3.5% on
the total utility bill for the average residential customer. Corvallis
rates remain competitive with both area communities and with
other comparable sized Oregon-based utilities (Corvallis has the
lowest rate in both cases). The combined rate increase for the
utility funds is projected to be between three and four percent for
the next several years in order to provide funding capacity for

$120

$100

needed infrastructure projects and maintenance.

Revenues for Systems Development Charges (SDC) are based on the rate and types of development, which can be difficult to
predict and tend to have substantial variability due to the rate of construction activity, as well as economic conditions and other
factors outside the City’s control that might impact the volume of this activity. By State Law, SDC revenue can be used only for
capacity-enhancing capital projects. Commercial development, particularly at OSU, has somewhat offset reductions in residential
development that occurred following the Great Recession. SDC’s are projected to increase in FY 13-14 relative to Adopted and
Revised FY 12-13 levels but still come in under FY 11-12 actuals. Since SDC revenue is typically not spent in the year it is
collected, but is reserved for future construction of large infrastructure projects, accumulated SDC revenues are not anticipated to
be fully expended in FY 13-14. Projects currently scheduled to use SDC funds should have sufficient balance available through
the three-year planning horizon at a minimum.

Parks and Recreation department (General Fund) charges for service are collected for reservation of park facilities, entrance fees
for Osborn Aquatic Center, and youth and adult participation in recreation programs and special events. Parks & Recreation
programs are projected to remain at relatively stable levels. Given dollars for travel, citizens appear to be increasing support of
programs closer to home. Rates will continue to be reviewed annually and adjusted as necessary to meet Council Financial Policy
goals, including specified levels of cost recovery per program type under the department’s new model.

Building Plan Review fees are projected to increase nearly 14% in FY 13-14 over the Adopted FY 12-13 projection based
primarily on the improving trend seen in FY 12-13 as reflected in the revised budget. This projection is largely based on the
expectation that several large projects at OSU and other new commercial development will continue to more than offset minimal
residential construction and renovation through the next fiscal year. Additionally, the increases in fees due to the continued
implementation of the Service Enhancement Package approved by City Council in 2010 are expected to bolster this Community
Development revenue source in the Development Services Fund.
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Contracted Fire Service (CRFPD) and Ambulance revenues were left flat during the budget revision period, although both may be
impacted by refund and collection issues that became apparent during the final few months of the fiscal year. Increases in both
revenues were originally anticipated for FY 13-14 compared with FY 12-13 projections. However, the contracted fire service
revenue estimate will likely decline from budgeted levels as the CRFPD sees reduced property tax revenue from the Hewlett-
Packard refund and passes the reduction along to the City. Ambulance revenue is predicated on a combination of increased calls
for service and successful collection efforts, offset in part by changes in Medicare/Medicaid and a greater number of write-offs.
Revenue in FY 13-14 is projected to increase 1% over Adopted FY 12-13, and continue this trend through the remainder of the
planning period. The City Council will consider increases in rates whenever 100% of the operating costs for the transport
ambulance are not covered.

The 9-1-1 Fund cost share is anticipated to increase by 6.61% overall in FY 13-14, but based on slightly higher proportionate calls
for service than the other user group members, Corvallis Police and Fire Departments will together experience an 8.68% increase
in their portion of the cost share. The remainder of the charge is born by the other government agency users of the 9-1-1 system,
with the latter revenue being recorded in the Intergovernmental category.

Charges for service in the internal service funds (Fleet Maintenance, Facility Maintenance, Technology and Communications,
Administrative Services, and Risk Management Funds), where the service is provided by one City department to other City
departments, are established based on covering the projected costs for each service area. These costs are then allocated out to
operating departments using a formula specific to the service area. Costs are adjusted annually via various cost allocation drivers.
Internal service charges are projected to increase nearly 2.3% based on the adopted budgets primarily driven by an approximately
12% increase in fleet maintenance fees for the Public Works department and approximately 4% increase for insurance premiums
associated with Risk Management.

Other charges for service, while being fairly large in total revenue, is relatively small as individual revenue line items, and include
items such as FireMed memberships, gasoline sales, parking meters, burglar alarm response fees, airport hangar rentals, indirect
payments from the Associated Students of Oregon State University (ASOSU) and other contracts for transit services coordinated
by the City. Corvallis Police Department (CPD) collaborative efforts with the Benton County Sheriff’s Office (BCSO) contribute
to the charges for service line item in the General Fund. BCSO pays its share of costs associated with the Records Management
System software, evidence services and records and reception services. The state of the economy is contributing to decreases in
other development-related revenues, such as public improvement/private contractors (PIPC) payments, which have setved to
partly offset increases in other categories above, for a net 5.7% projected increase in the overall charges for service receipts.

INTERGOVERNMENTAL

% Chg from
FY 10-11 FY 11-12 FY 12-13 FY 12-13 FY 13-14 FY 12-13

Audited Audited Adopted Revised Adopted Adopted
State Revenue Sharing $1,153,551  $1,247,011  $1,240,000  $1,287,000  $1,322,110 6.62%
Highway Tax 2,691,162 2,967,995 3,256,710 3,215,040 3,309,430 1.62%
Transit Grants 980,984 1,180,516 2,352,950 1,863,450 2,785,170 18.37%
Housing Grants 1,015,559 1,300,737 2,967,410 745,910 2,578,000 -13.12%
Library Sve. District 2,336,447 2,412,300 2,443,370 2,453,500 2,506,250 2.57%
Capital Projects 1,539,256 1,072,977 2,633,650 877,190 2,567,910 -2.50%
9-1-1 State Taxes 549,519 531,416 545,030 535,000 515,110 -5.49%
Other 1,575,455 1,632,914 1,454,910 1,026,340 1,307,260 -10.15%
Total $11,841,933  $12,351,866 $16,894,030 $12,003,430 $16,891,240 -0.02%

Intergovernmental revenues are 14.56% of the City’s total projected revenue for FY 13-14. Intergovernmental revenues are
projected to provide close to 50% or more of the revenue in each of the Street, 9-1-1, Community Development Revolving,
Airport and Transit Funds in the Adopted Budget. This classification of revenue includes all grant monies from the state or
federal government. The City receives relatively few dollars from these sources when compared to counties and school districts.
Monies received from other governments have decreased on a revised basis primarily due to grant carryovers in respect of
projects and bus purchases not expected to be completed this fiscal year. An overall decline is also anticipated in FY 13-14 relative
to Adopted FY 12-13 due primarily to a projected decrease in capital projects revenue as well as lower Housing grant availability.
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The General Fund receives state revenue sharing, cigarette, and
Intergovernmental Revenue Trend alcohol tax revenues from the state on the order of $1.3 million. State
revenue sharing funds are paid to the City based on statutory

:j . requirements and the City may use the monies any way the City
$12 Council directs. State revenue sharing dollars have traditionally been
gsio WM accounted for as an undesignated revenue source. Absent a possible
s e state diversion of revenue sharing, these sources appear to have
: stabilized and are no longer achieving the historic average increase of
02 approximately 8% per year. So far in FY 12-13, the budgeted increases
$0 ——————————————————— | in alcohol taxes and revenue sharing are materializing, and are now
A S S i;f boq‘“b expected to exceed adopted FY 12-13 expectations. For FY 13-14,

o T statewide receipts from state revenue sharing and alcohol tax revenue

Fiscal Year are forecast to increase by approximately 6% over Adopted FY 12-13

projections based on League of Oregon Cities (LOC) estimates
combined with changes in population, prices and projected sales information. Cigarette tax revenue has been declining, and is
expected to continue to decline as a result of a combination of a decreasing number of smokers, lost cigarette tax revenues due to
internet sales, and significant increases in Federal cigarette tax rates dampening demand. For FY 14-15 and beyond, the forecasted
non-cigarette tax revenue stream follows anticipated population growth rates of approximately 2% per year.

State Highway Fund (Gas Tax) monies are revenue in the Street Fund and are projected to increase only marginally in FY 13-14
from Adopted FY 12-13 levels. Historically higher growth rates in this revenue source have been dampened partly by continued
high prices of gasoline causing gas sales to decline. Revenues continue to be projected at a 1% growth rate through the next
several years, but factors such as more fuel-efficient cars, alternative fuels and modes of transportation ate affecting the collection
of gasoline taxes.

Grant funding for Transit Fund services anticipates receipt of neatrly $500,000 in capital grant funding for vehicle auto-
announcement/information system replacement, carried over from FY 12-13 to FY 13-14. A Transit Capital Grant is also
anticipated for the purchase of two buses in the latter half of FY 13-14. The Federal Operating Grant is expected to increase
significantly due to the Moving Ahead for Progress in the 21%t Century Act (MAP 21), a federal bill that provides additional
funding to transit agencies over the next two years for surface transportation programs. FY 13-14 marks the first year that
Business Energy Tax Credits (BETC) will no longer be available for use as local match requirements for these grants.

The Community Development Revolving Loan Fund receives federal Community Development Block Grant (CDBG) and
HOME Investment Partnerships (HOME) program funding annually from the U.S. Department of Housing and Urban
Development to support low-income housing, social services and community development programs. Funding in these programs
has become more volatile in recent years with future allocation amounts becoming more uncertain. At this time the impacts of the
“postponed sequestet” federal fund reductions for FY 13-14 are not known, although it is anticipated that it will include
significant cuts to discretionary programs, including CDGB and HOME. Housing Division staff members continue to seek grant
opportunities to supplement the Federal monies available. Major grant programs for Housing (CDBG and HOME) are
anticipated to continue, although new grant monies are declining. The projections for FY 13-14 include carry-over revenues from
FY 12-13 for major projects that are expected to be completed during the fiscal year.

The Benton County Library Service District is a county service district that contracts with the City to provide library services
throughout the district. The district’s permanent tax rate is $0.3947 per $1,000 of assessed value, and covers a substantially larger
tax base than the City since it impacts most properties in the County, and thus typically has a different growth rate in assessed
value compared with the City’s permanent rate. FY 12-13 revised projections above do not include a reduction for a refund made
to a successful development company appellant, that will likely result in total underlying property tax collections not meeting
forecast. For FY 13-14 however, these intergovernmental receipts in the General Fund are projected to increase by about 2.6%
from Adopted FY 12-13 levels based on the negative impact from the HP property tax refund mentioned in earlier pages on the
otherwise anticipated 3% restricted growth rate, and then return to an average 3.0% in the next two years. Additional revenues
come to the Library Service District from forest revenues, which are dependent on federal legislation.

The Capital Construction Fund (not included in financial plan projections) receives grant monies for street, bike and other
General Fund and special revenue fund infrastructute maintenance and/or beautification projects or other sizeable projects of a
capital nature. These monies are unpredictable, project-specific, and are typically budgeted concurrent with the grant application
or upon reasonable assurance of a grant award. Capital project grants also vary from year to year depending on opportunities and
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the applicability of specific projects to the broader federal or state priorities. A considerably lower capital project volume is
currently anticipated for the governmental Capital Construction Fund in FY 13-14 including carryovers of projects initiated in FY
12-13. The Airport Fund receives grant monies for airport improvements, primarily from the Federal Aviation Administration.
These grants are restricted for use on discrete operating or capital projects, and are not an ongoing source of revenue for the
fund.

A special tax on telephone usage funds a portion of 9-1-1 operations and is comprised of the City’s share as well as the other
government agencies that use the Corvallis 9-1-1 center. 9-1-1 state taxes in FY 13-14 are expected to come in 5.49% less than
Adopted FY 12-13, based on Oregon Emergency Management (OEM) per capita estimates provided by the LOC. OEM notes
that, based on current wireless and land line trends, revenue distribution has continued to decline slightly from prior years, but is
expected to stabilize over the next few fiscal years. Additionally, there is current legislation underway to potentially collect 9-1-1
tax on non-contract “throw-away” cell phones, which, if approved, should increase revenue streams. Ultimately, this revenue
stream remains vulnerable to diversion by the state. The interest accrued on the telephone tax continues to be transferred to the
State General Fund. This is resulting in a small loss of current and future year revenues to the 9-1-1 Fund. The revenue stream is
projected to remain relatively stable through the three-year planning period.

Other grants and intergovernmental revenues are primarily for special projects. As with capital projects, grant opportunities tend
to change from year-to-year based on how well City programs match with granting agency goals. The Fire Department, for
example, has been moderately successful over the years in secuting some grants for equipment replacement. These types of grants
are generally not programmed in future years since they are based on specific grant opportunities which may not exist each yeat.

FINES AND FORFEITURES

% Chg from
FY 10-11 FY 11-12 FY 12-13 FY 12-13 FY 13-14 FY 12-13
Audited Audited Adopted Revised Adopted Adopted

Traffic and Criminal $678,908 $672,068 $705,400 $665,400 $625,400 -11.34%
Parking 411,983 423,111 450,000 442,000 450,000 0.00%
Other 139,404 139,338 128,010 137,580 127,230 -0.61%
Total $1,230,295  $1,234,517  $1,283,410  $1,244980  $1,202,630 -6.29%

Fines and forfeitures are 1.04% of the City’s total projected revenue for FY 13-14. Fines and forfeitures provide more than 25%
of the revenue only in the Parking Fund. Revenue in this category is primarily from traffic, criminal, and parking citations that are
adjudicated through the Corvallis Municipal Court.

Traffic and criminal fine revenue is recorded in the General Fund.
The number of citations issued has decreased through this fiscal year
due to new Police Officers that were not fully trained for the entire
fiscal year. Reduced municipal court staffing levels have had a negative $1.200 A —o
impact on collection experience. Projections for both FY 12-13 revised
and FY 13-14 Adopted assume the lingering effects of these vacancies
and a continued inability to collect all fines rendered.

Fines & Forfeitures Trend
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Parking fine revenue is recorded in the Parking Fund and assumes over §200
23,000 parking citations will be issued each year. The significant e e o ¢ e e o N 0
increase in FY 12-13 receipts is primarily a reflection of considerable 'q.ﬁi\a &
collection improvement in this area. This is projected to be a stable, yet T
relatively flat revenue soutrce through the remainder of the financial Fiscal Year

planning period.

Other fines include late payments on lost and overdue books at the Library, and small amounts projected from other overdue
amounts owed to the City. The General Fund revenue for fines, lost books, and penalty fees is expected to stabilize slightly below
FY 12-13 Adopted budget levels as there are fewer late and lost books presumably because of the 50% fine rate increase
implemented over the last year. Other revenue for fines is expected to increase by over 7% in Revised FY 12-13 compared with
Adopted FY 12-13, driven by an increase in crime and asset forfeitures by Police in the General Fund. Future year projections are
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anticipated to remain relatively low, even with the slight increase expected through FY 12-13, since at this juncture no new,
sizeable asset forfeiture cases are known.

MISCELLANEOUS

% Chg from
FY 10-11 FY 11-12 FY 12-13 FY 12-13 FY 13-14 FY 12-13
Audited Audited Adopted Revised Adopted Adopted

Interest Earnings $226,090  $310305  $226,790  $265,230  $234,380 3.35%
Energy Tax Credits 13,112 622,390 589,760 1,106,420 0 -100.00%
Loan repayments 291,629 476,599 401,170 469,650 537,560 34.00%
Timber Sales 333,446 335,393 346,500 346,500 282,500 18.47%
Other 668,956 991,584  1,053450 1,066,400 1,099,310 4.35%
Total $1533,233  $2736271  $2,617,670  $3,254200  $2,153,750 17.72%

Miscellaneous revenues are 1.86% of the City’s total projected revenue for FY 13-14 and are not currently major revenue in any of
the City’s funds. As the name implies, this classification of revenue includes a variety of different receipts that, from a financial
reporting perspective, do not fit elsewhere.

One formerly significant revenue source in this classification, prior to
Miscellaneous Revenue Trend : P . . PO
the economic downturn, is investment interest earnings on the City’s
o portfolio. Allocations are generally made based on each fund’s
4 A\ proportion of the average cash balance. FY 12-13 has been revised up
RN /\\/ /A based on fiscal year to date receipts and the City’s known earnings
o §3 S . . .

£ ~,.—* ~ N frorp current portfolio investment holdings combined with the
= 4 projected State Local Government Investment Pool (LGIP) rates
51 (currently paying 0.54%). For FY 14-15 and FY 15-16, US Treasury
81 futures have been applied to projected fund balances as the best

$0 1 1 1 1
s e e ® s e s v s proxy for. where .the mar.ket thmks rates Wlll' be in those outlying
PO years. As interest income is a relatively unpredictable revenue source
O which is based on factors largely beyond the City’s control, interest

Fiscal Year earnings are not relied on to fund operations.

Other revenue sources that are classified as miscellaneous in nature are gifts, donations and contributions. The largest source of
funds received in past years which fits this description is the Business Energy Tax Credit (BETC), a state program where the City
earned tax credits for projects that reduced energy consumption. Through FY 12-13, the City budgeted BETC’s primarily in the
Transit Fund, but also received several smaller energy credits each year as a result of various sustainability initiatives in other
funds. The State has discontinued this program as of FY 13-14 so no revenue is anticipated after FY 12-13.

Loan repayments telate primatily to recycling Housing grant funds to support first-time-home buyers, home
rehabilitation/renovations and similar programs. Timber sales are a faitly steady stream of revenue obtained through judicious
watershed management. Other miscellaneous revenues are primarily from one-time donations and non-intergovernmental grants
ot recovery of bad debts and insurance claims/losses.

In addition to the $54,000 in charges for service that ASOSU pays the City for the Beaver Bus service, OSU also makes a
$130,000 payment to help assure continuation of the public transportation service recognizing the value of this service to their
faculty, staff and students. Likewise, the Corvallis School District (509]) contributes $20,000 annually toward school-season bus
service to Crescent Valley High School which is outside City limits and therefore not part of transit routes covered by the TOF.
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NON-OPERATING REVENUE

% Chg from
FY 10-11 FY 11-12 FY 12-13 FY 12-13 FY 13-14 FY 12-13
Audited Audited Adopted Revised Adopted Adopted

Transfers In - 2011 Op Levy $0  $1,743,522  $1,865,350  $1,843,150  $1,908,620 2.32%
Transfers In - POB 2,283,290 2,386,500 2,491,610 2,491,610 2,601,690 4.42%
Transfers In - Fund Balances 0 0 0 0 5,623,447 0.00%
Debt Issuance Proceeds 0 0 0 12,289,040 495,400 0.00%
Inter-Agency Pass Throughs 0 0 855,000 750,060 774,640 -9.40%
CIP & Other Transfers In 5,739,843 5,534,999 6,522,313 3,454,970 8,291,250 27.12%
Total $8,023,133  $9,665,021 $11,734,273  $20,828,830 $19,695,047 67.84%

Non-Operating revenue is 16.97% of total projected revenue and is not considered to be a major revenue source for any fund.
There are two types of non-operating revenue:

0

Other Financing Sources are typically receipts from either the sale of capital assets (such as vehicles that are sold when
replacements ate purchased) or from the issuance of bonds or other long-term financing. Revenues from the sale of
assets tend to be small and unpredictable, so they are not budgeted, but are shown in actuals. Revenue from long-term
financing is only shown when a planned financing actually occurs. FY 12-13 was revised to include $12.3 million in
proceeds from a refunding in November 2012 of three utility-backed loans with the Department of Environmental
Quality (DEQ) and the Oregon Business Development Department (OBDD), which produced a net present value
savings of approximately $1.58 million and provides future capacity in these utility funds for financing of a project that
would promote compliance with Total Maximum Daily Loan (TMDL) requirements for discharge going into the
Willamette River. No additional debt, other than intrafund loans in support of the General Fund balance impact of the
HP refund and in the CD Revolving Fund in respect of grant reimbursement timing and temporary shortfalls, is
currently anticipated in FY 13-14. However, a bank loan or bonds may be considered as eatly as FY 14-15 in support of
General Fund related capital projects and TMDL respectively.

Inter- and intra-fund transfers move monies from fund-to-fund or between component funds, with transfer revenue
matching transfer expenditures. The most common transfer occurs when operating revenues are used to fund capital
projects, and the money is transferred out as an expenditure and moved to another fund where the construction is
managed. When a transfer is shown as revenue, it means that fund is receiving monies from another fund. The transfers
in the Adopted Budget represent nearly a 69% increase from the current budget due primarily to a higher level of total
capital project expenditures (in the airport and utility funds) being planned for FY 13-14, as well as fund balance
transfers to close out the former Parks & Recreation, Fire, and Library Funds to the General Fund as part of
consolidating all property tax services into one fund.

IV. OPERATING BUDGET

The majority of the annual budget document is devoted to the operating budget since it both reflects the largest proportion of the
City’s annual expenditures and because the services represented are the most basic services the City provides. Operating

expenditures are presented by department within each fund to match
the appropriation level of the budget, but they are also presented by
classification of expenditure. This section of the Budget & Financial

Planning Overview presents the same expenditure information by a0 -

department and by classification of expenditure. L ——
s 60

Each department may have budget in one or many funds, depending ) jﬂ ] —

on the mix of operations included in the department. The bar chart 2 - e

shows the operating expenditure budget by department. The table 27 -

below shows the budget by fund and by department for all City ° il

operating costs in the Adopted FY 13-14 budget. 20u 2012 2013 2014

Operating Expenditures

Fiscal Year Ending

City of Corvallis 37 FY 13-14 Adopted Budget



FY 13-14 ADOPTED OPERATING BUDGET BY FUND AND DEPARTMENT

DEPARTMENTS
Parks & Public

Fund CMO CD Finance Fire Library Rec Police Works Non-Dept Total
General $326,250 $1,309,840 $646,770] $10,485,960] $5,878,150]  $6,164,230] $10,649,520]  $1,026,260] $1,448,070] $37,935,050
Street 22,120 4,170,440, 4,192,560
911 Emetg. 2,320,330 2,320,330
Devel. Svcs 3,274,050 3,274,050,
CD Revolving 3,141,770 3,141,770
Parking 4,220 273,220 373,560 495,330 1,146,330
Transit 4,021,090 4,021,090)
Pension Ob. 1,350 1,350
Water 56,850 7,675,400 7,732,250
Wastewater 54,640 8,308,200 8,362,840
Storm Water 55,560 2,263,460 2,319,020
Airport 621,050 621,050
Fleet Maint. 855,450 855,450
Facility Maint 809,840 809,840
Tech & Com. 1,417,940 190,830, 1,608,770
Admin Svcs. 1,876,930 2,667,130 4,544,060
Risk Mgmt 1,093,830 1,093,830

Total $3,297,010 $7,919,050 $5,005,060] $10,485,960] $5,878,150] $6,164,230] $13,343,410] $30,437,350] $1,449,420 $83,979,640]

Each department budget is also tied to classifications of expenditure. Personnel services include all salaries, wages and benefits for
the staff in the department. Supplies and services include items such as basic office supplies, contractual services, utility payments,
memberships in professional organizations, and training costs. Capital outlay is used for the acquisition of assets (such as vehicles
or equipment) where the cost is over $10,000 and the useful life is more than one year. Detailed information about each
department, including the FY 13-14 budget by classification with comparisons to prior years is in the Department section of the

Budget Document.

FY 13-14 ADOPTED OPERATING BUDGET BY DEPARTMENT BY CLASSIFICATION

% of
Personnel % of Dept | Supplies & % of Dept Capital Dept
Services Budget Services Budget Outlay Budget Total
City Manager's Office $1,414,780 42.91%]  $1,882,230 57.09% $0 0.00%|  $3,297,010
Community Development 4,085,370 51.59% 3,764,680 47.54% 69,000 0.87% 7,919,050
Finance 3,370,860 67.35% 1,579,200 31.55% 55,000 1.10% 5,005,060
Fire 8,558,690 81.62% 1,927,270 18.38% 0 0.00%| 10,485,960
Library 3,968,080 67.51% 1,910,070 32.49% 0 0.00% 5,878,150
Parks & Recreation 3,808,700 61.79% 2,293,610 37.21% 61,920 1.00% 6,164,230
Police 9,960,890 74.65% 3,154,690 23.64% 227,830 1.71%| 13,343,410
Public Works 12,182,800 40.03%| 16,472,940 54.12%] 1,781,610 5.85%| 30,437,350
Non-Depattmental 0 0.00% 1,449,420  100.00% 0 0.00% 1,449,420
Total $47,350,170 56.38%| $34,434,110 41.00%| $2,195,360 2.61%| $83,979,640
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CITY MANAGER’S OFFICE,

The City Manager’s Office is responsible for implementing the City Council’s goals, policies, and decisions through management
of the organization and also provides direct services of public information, official records, labor-management relations, City
elections, human resources, economic development, and risk management. Highlights for FY 13-14 include:

¢ Begin wotk on 2013-2014 City Council Goals.
¢ Coordinate the 2013 Oregon Mayors” Conference, to be held in Corvallis in late July 2013.

¢ Continue the Economic Development Program by fulfilling the mandate of the Economic Development Commission’s
strategic plan.

0 Negotiate a new labor contract with the American Federation of State, County, and Municipal Employees.

COMMUNITY DEVELOPMENT DEPARTMENT

The Community Development Department is responsible for both current and long-range land use planning, development
review, construction plan review and permitting, and the City’s housing programs including Community Development Block
Grant and HOME Investment Partnership grant programs. Highlights for FY 13-14 include:

¢ Finalize implementation (year three) of the three-year service enhancement package and reotrganization of Development
Services to improve customer service by facilitating construction plan review and inspection processes through a
combination of assigning project coordinators and implementing new and improved technological solutions.

¢ Implementing programs to assist lower income households with their housing needs through managing Community
Development Block Grant (CDBG) and HOME Investment Partnership program utilization and administration in the
context of diminishing federal resources for this purpose.

¢ Develop strategies to address planning wotk program priotities as current planning applications increase and dedicated long-
range planning resources have been eliminated.

¢ Continue three-year collaboration effort with Oregon State University to address the opportunities and issues associated with
the future growth of OSU and the Corvallis community.

FINANCE DEPARTMENT

The Finance Department is responsible to account for and report on the financial and capital assets of the organization, prepare

the annual budget and audit reports, analyze property risk management, implement procurement policy and practices, and provide

utility billing, municipal court and information systems management. Highlights for FY 13-14 include:

O Financial Services staff will continue promotion of organization-wide maximization of purchasing card use to optimize
efficiencies of the City’s payment processes.

¢ Petform contract review and liability risk assessment as part of property tisk management responsibilities.

¢ Rapid migration upgtade and conversion of City’s financial system from current AS-400 based platform to SunGard’s
OneSolution windows-based software scheduled to go live in February 2014.

¢ Conduct monthly meter reading and utility billing services to over 16,000 utlity service accounts, generating over $19 million
in revenue.

EIRE DEPARTMENT

The Fire Department is responsible for fire prevention, supptession, basic and advanced life support emergency medical response
and transport for the City of Corvallis and the Cotvallis Rural Fire Protection District based on a contract with that organization.
The Fire Department also provides ambulance transport services for most of Benton County and a portion of western Linn
County. Highlights for FY 13-14 include:

¢ Continue infrastructure development through partnerships with other ambulance providers and response agencies regarding
operational EMS activities.

¢ Begin construction of a new Fire training facility per the capital improvement program.
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LIBRARY,

The Library’s mission to “Bring people and information together” is reflected in services provided throughout Benton County.
Services include a full collection of books, magazines, audio books and music on CDs, DVDs, and downloadable e-books,
movies, and music; free public access to the Internet, and a wide variety of online databases; reference services; programs, story
times, and book clubs for all ages. Outreach to all of Benton County occurs via a bookmobile and branches in Alsea, Monroe and
Philomath through an agreement with the Benton County Library Service District. Highlights for FY 13-14 include:

¢ Explore new technology, processes and procedures to improve quality and efficiency to help meet the high levels of demand
for services.

¢ Implement staffing and service changes trelated to budget reductions in suppott of achieving a sustainable FY 13-14 budget.
¢ Transition services into the new Monroe Community Library building.

DARKS AND RECREATION

Parks and Recreation manages 1,734 acres of parks and natural areas; provides a full range of recreational opportunities; operates
the Osborn Aquatic Center and the Chintimini Senior Center, which provide programs for both older adults and the community
at large; and manages the urban forest. Highlights for FY 13-14 include:

¢ Finalize the Parks and Recteation Master Plan with final presentations to Council in eatly FY 13-14.

¢ Implement the new Community Gatrden Master Plan and Heritage Tree Program; complete Tunison Park rehabilitation;
construct the Willamette Park picnic shelter and boardwalk at Marys River Natural Area.

¢ Expand partnership with Benton County Health Department to prevent and reduce childhood obesity.

POLICE DEPARTMENT

The Police Department provides public safety and crime prevention services for the City through patrol, traffic enforcement,
crime analysis and investigation, evidence control, records management, and animal control services. The Department also
operates the regional 9-1-1 Emergency Communications center, and provides parking enforcement services for the City.
Highlights for FY 13-14 include:

¢ Review implementation of recommendations regarding the feasibility study for 9-1-1 Emergency Taxing District conducted
in FY 11-12, as an alternative tevenue soutce to stabilize funding for the program/setvices.

¢ Three Police Officer positions ate authotized, but unfunded for the FY 13-14 budget.

¢ Continue work with the OSU/City Collaboration Group for Neighborhood Livability, Patking and Land Development.

PUBLIC WORKS

Public Works provides for the infrastructure needs of the community by operating and maintaining: transportation systems,
including streets, sidewalks, traffic lights, signs, transit, parking lots/meters, and airport; water systems, including two treatment
facilities, pump stations, reservoirs, and distribution piping; sanitary sewer systems, including collection piping, lift stations, and
wastewater treatment plants; and storm water systems, including pipes, catch basins, water quality facilities, and urban streams.
Public Works staff also provides maintenance services for a portion of the organization’s fleet of vehicles, most of the City-owned
public buildings, and the City’s telephone system. The department manages the City’s capital improvement program which works
to systematically replace the City’s existing infrastructure assets, and enhance or expand facilities when needed. Highlights for FY
13-14 include:

¢ Identify the preferred alternative for treatment of the wastewater effluent to comply with curtent emerging regulations on the
allowable level of pollutants in the City’s discharge to the Willamette River.

Update the Wastewater Master Plan.

Complete the Utility Service Rate Study project to evaluate whether or not a change in the utility rate structure is appropriate.
Implement a new Vehicle Information System for Corvallis Transit.

Complete the Airport Industrial Park Utility Infrastructure Plan.

SO

Support OSU Collaboration parking district efforts at Council behest with up to $300,000 in one-time special projects.
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NON-DEPARTMENTAL
The Non-Departmental budget is used for managing monies that are not more appropriately managed elsewhere.

¢ Up to $343,470 is budgeted in the General Fund for Social Services grants to be allocated through the United Way: $237,750
from General Fund non-dedicated resources and up to $105,720 for the voter-approved 2011 operating levy.

¢ A total of $388,350 is budgeted in the General Fund in respect of the legally requited 30% of transient room taxes allocation
to Corvallis Tourism.

¢ Support vatious Council Goals related to OSU Collaboration and Affordable Housing with one-time, special project
appropriations totaling about $250,000.

BUDGET BY CLASSIFICATION

In addition to reviewing the operating budget by department, most people want to know how much of the budget is being spent
on certain classifications of expenditure. All departments in all funds are held to the same general guidelines for projecting
expenditures. All departments have replacement schedules or plans in place for technology, vehicles, and other major capital
outlay. For projects that rise to the level of a capital improvement, the five-year CIP is used as a financial planning document to
match resources with expenditures. In general, the expenditures in financial plans are projected as outlined in the ensuing pages.

PERSONNEL SERVICES
% Chg from

FY 10-11 FY 11-12 FY 12-13 FY 12-13 FY 13-14 FY 12-13

Audited Audited Adopted Revised Adopted Adopted
Salaries $30,745,925 $30,323,094 $30,969,580 $30,047,600 $31,2006,790 0.77%
Pension (OPERS) Benefits 2,433,799 3,767,707 3,884,960 3,854,170 4,522,130 16.40%
Health Benefits 6,884,877 7232913 7,270,890 7,364,920 7,555,130 3.91%
Other Benefits 3,765,620 3,783,012 4,099,450 4,083,080 4,066,120 0.81%
Total $43,830,221 $45,106,726 $46,224,880 $45,349,770 $47,350,170 2.43%
City FTE 447.615 441.315 428.395 428.395 426.065 -0.54%

The Personnel Services budget, which includes salaries and wages paid to full-time, part-time and casual employees, and the
benefits associated with each position, is the largest classification of expenditures in the budget. These costs are neatly 57% of the
City’s operating budget, and in some departments are nearly 82% of the budget (i.c., in the Fire Department).

Salaries and Wages — Total compensation levels are governed by the City Council’s Financial and Compensation Policies and
negotiated agreements with bargaining units. Salaries are budgeted at the cutrent pay level, and step increases of approximately
5% are projected based on each employee’s annual review dates and the existing pay tables, except for positions already at top
step (the latter currently represents nearly 70% of the City’s regular, authorized FTE). New and cutrently vacant positions are
budgeted at the lowest pay step.

FY 13-14 FTE by Bargaining Unit & Department

The City has four separate bargaining units: the American 125000 -
Federation of State, County, and Municipal Employees 100000 1
(AFSCME) which is the labor union for the majority of the 75000 1
City’s general service employees; the Corvallis Police 50,000
Officers Association (CPOA) which is the labor union for 25,000 |
sworn  Police personnel; the Corvallis Regional . Lo

: . P . . CMO CD Finance Fire Library Parks Police PW
Communications Center Association (CRCCA) which is DExempt | 10.800 | 9.000 | 8750 | 9.000 | 8000 | 5000 | 11.000 | 18.000
the labor union for 9-1-1 dispatch staff; and the OCPOA : : : - - - [40000 | -

. . . . . . GIAFF - - - 54.000 - - -

International Association of Fire Fighters (IAFF) which is mCRCCA |- - - 5 : T | -
the 1abor union fOr Fire Fighters. Non—represented OAFSCME| - 28.250 23.000 3.000 34.125 27.390 11.250 99.500

employees, primarily overtime-exempt management staff,
do not have a labor agreement.

In the past, cost-of-living adjustments (COLAs) have been budgeted in accordance with bargaining unit agreements or the
anticipated rate of inflation for wages based on the February CPI-W. For FY 13-14, a COLA has only been included in the
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personnel services budget for CPOA (2.5%) and IAFF (2.0%) per current contract requirements. A COLA, if any, for Exempt,
CRCCA, and AFSCME staff has not been budgeted, pending contract negotiations for FY 13-14. Should a contractual COLA be
negotiated and maintained by a given unit in the three year planning petiod, savings/reductions will need to be found within
existing appropriations in order to afford the incremental cost.

STAFFING LEVELS
% Chg from
1995-1996 2000-2001 2010-2011 2011-2012 2012-2013 2013-2014 12-13
Actual Actual Actual Actual Adopted Proposed Adopted
City Managet's Office 9.750 9.500 10.000 9.750 10.800 10.800 0.00%
Community Development 27.500 31.500 39.300 38.250 37.250 37.250 0.00%
Finance 29.000 37.750 36.750 34.750 31.750 31.750 0.00%
Fire 59.500 69.000 69.000 69.000 66.000 66.000 0.00%
Library ' 42.420 46.270 45.375 45.375 42.750 42125 -1.46%
Parks & Recreation' 25.240 27.130 36.315 35.815 34.095 32.390 -5.00%
Police 81.900 91.250 92.250 90.250 88.250 88.250 0.00%
Public Works ' 104.660 113.850 118.625 118.125 117.500 117.500 0.00%
Total 379.970 426.250 447.615 441.315 428.395 426.065 -0.54%
Population * 49,275 51,040 54,520 55,055 55,550 56,160 1.10%
FTE per 1,000 Population 7.711 8.351 8.210 8.016 7.712 7.587 -1.62%

* Population comes from estimates developed by Portland State University and includes OSU students. FY 13-14 is projected to grow 2% over last actual.
(1) FY 10-11 and FY 11-12 were rounded to two decimal places in previous budget documents, but for accuracy have now been restated to three decimal places.

FY 13-14 General Fund FTE vs. Other Fund FTE by Department

120.000
100.000 A
80.000 A
= —
60.000 7
40.000 A
20.000 T
1 CMO CD Finance Fire Library Parks Police PW
||:|Genera| 2.000 7.880 3.250 66.000 42.125 32.390 66.400 2.725
|lOther 8.800 29.370 28.500 - - - 21.850 | 114.775

half-time and do not receive benefits.

Budget for overtime and temporary

The FY 13-14 Adopted Budget includes a
total of 426.065 Full Time Equivalent
(FTE) positions. This is 2.33 FTE less than
the Adopted FY 12-13 staffing level. One
FTE equals 2,080 hours of work each year
for most of the City’s staff; for those Fire
Department personnel who work 24 hour
shifts however, one FTE equals 2,912 hours
per year; in the case of Police officers and
sergeants working 12-hour shifts, one FTE
equals 2,184 hours per year. Casual staff
members are also employed by the City.
These positions do not show as FTE in the
budget since they generally work less than

FY 13-14 General Fund FTE vs. Other Funds' FTE by Bargaining Unit

help has generally been held flat
through the three-year planning period 160.000 ]
per the City’s typical approach to cost 140.000 ¥
containment in these areas. 120000 ¥
100000 ¥
80.000 ¥
60000 1
40000 1,
20000 ¥
AFSCME | CRCCA IAFF CPOA Exempt
BGeneral|  82.230 - 54.000 49.000 37.540
mOther | 144.285 17.000 - - 42.010
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VOLUNTEER HOURS

In addition to paid staff members, the City makes substantial use of volunteers for a wide variety of programs and services. For
FY 13-14, the City estimates it will use neatly 42 FTE of volunteer hours in departments as follows:

2010 2011 2012 2013

Department Hours Hours Hours Projected

City Manager's Office 1,193 912 2,089 2,200
Community Development 1,127 781 909 1,200
Finance 125 199 447 162
Fire 47,602 47,929 42,458 45,600
Library 15,364 16,984 16,075 16,000
Parks and Recreation 21,742 23,098 24,322 27,500
Police 5,060 5,944 5,779 5,000
Public Works 653 2,453 1,630 2,041
TOTAL VOLUNTEER HOURS 92,866 98,300 93,709 99,703

Benefits — Benefits are budgeted according to legal requirements and include the City’s portion of Social Security, Medicare, State
Pension costs (PERS), medical, dental, life, and disability insurance. Overall, the benefits budget is 5.8% higher for FY 13-14 than
in FY 12-13. Contributing factors include:

¢ The City’s Oregon Public Employee Retitement System OPERS rates: net General Service | Public Safety

(OPERS) employer rates for the period July 1, 2013 through of UAL/OAS PERS [OPSRPIPERS |OPSRD

June 30, 2014 were originally scheduled to increase significantly,
however recent legislation and passage of senate bill 822 keeps
rates relatively aligned with rates during the previous 2-year
period. Contribution rates are set by the State for two fiscal

FY 09/10-FY 10/11 2.34%| 3.28%)|10.62%| 5.99%
FY 11/12-FY 12/13 7.90%| 6.53%|16.03%| 9.24%
FY 13/14-FY 14/15 8.10%] 6.49%]15.40%| 9.22%
FY 15/16-FY 16/17* [14.10%]12.49%]21.40%] 15.22%

years and, as depicted in the adjacent table and in the Personnel
Services numbers on page 41, represent a substantial cost to the
City (over $4.5 million or nearly 14.5% as a percentage of budgeted wages in FY 13-14). At the time of budget adoption, the
Oregon legislature passed a number of bills that would reduce employer rates, however the new rates were not finalized by
OPERS at the time of developing the FY 13-14 budget. As such, this budget only partially includes the rate reductions for
FY 13-14, as they were implemented late in the process for only the General Fund since the savings were needed to offset
anticipated Property Tax revenue reductions resulting from Hewlett-Packard’s successful appeal of assessed value.

¢ The City pays the 6% employee pick-up for CPOA, CRCCA, IAFF and non-tepresented employees. The pick-up reduces
overall costs relative to paying a comparable amount as a direct wage since FICA payroll taxes (Social Security and Medicare)
are not paid on these pension contributions.

O Medical, dental and vision benefits for FY 13-14 are budgeted to stay flat at 2013 cost levels, despite tising healthcare costs.
Non-represented staff agreed in the FY 12-13 budget process to reduce their cafeteria benefit to align with the most
affordable health plan, with family coverage, for the 2013 calendar year; this formula will remain the same for 2014.
O IAFF has eliminated its HMO plan and with the 2012 open entolment moved almost entirely to the City’s high

deductible medical plan option (CDHP);

0 CPOA moved to a lower cost Teamster’s composite plan;

* Projected rates assume full 6% oollar

O  The other bargaining units, AFSCME and CRCCA, were still working as of yearend to reach an agreement with

management on healthcare. If a lower cost option is not determined through the negotiation processes, and healthcare
costs increase in 2014 as has been the trend, impacted departments will need to find ways to absorb any overages in this
regard within existing appropriations, even if it means additional layoffs and service reductions.
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SUPPLIES AND SERVICES

% Chg from

FY 10-11 FY 11-12 FY 12-13 FY 12-13 FY 13-14 FY 12-13
Audited Audited Adopted Revised Adopted Adopted
Total $28,454,371 $28,637,904 $33,192,610 $29,557,410 $34,434,110 3.74%

The Supplies & Services budget includes costs for the purchase of:

SO

goods such as paper, office supplies, Library books and other materials, desk top computers, and tools;

chemicals for operating the water and wastewater treatment plants;

fuel and maintenance for vehicles and equipment;

contractual services such as custodial, audit, and master planning services;

ovethead charges such as electticity, telephone, internal service charges, and trash/recyclable collection setvices; and
training expenses for City employees.

Non-personnel services in each budget plan year are normally forecast to increase by approximately 1% in total, as a proxy for all
known or expected increased costs. With a commitment to a level of service, or to an addition or enhancement of programs or
services offered by the City, inflationary pressures can argue for higher individual line item increases. Ongoing contractual services
can vary significantly, as may one-time special project budget needs for vehicle and infrastructure maintenance and replacement,
and changing City plans from year-to-year for studies, master plan updates, or other consultant services. For each of FY 12-13
and FY 13-14, departments with General Fund funded setvices or those in overhead funds (such as Finance and City Manager’s
Office), generally submitted budgets well below the 1% guideline for their supplies and services spending plans, in order to attain
a balanced adopted budget in the General Fund.

In future years, and for most non-General funds, the 1% growth assumption continues to apply as a conservative mechanism for
containing costs which are generally trending much higher. Some areas which render this guideline challenging for all non-
personnel service expenditures include:

0

0

Administrative overhead charges are generally projected to increase 4.5% per year based on a combination of personnel
services and non-personnel services projections in the undetlying funds.

Utility costs are projected based on proposed or estimated rates from utility companies. Utility costs are substantial for the
water and wastewater treatment plants as well as the aquatics operations. These facilities continue to aggressively pursue and
implement energy-saving programs.

Fuel costs for the City are projected to increase based on recent experience at the pumps. Fuel is a substantial cost for Transit,
Police, Fire, and the Fleet Fund.

Asphalt prices are also expected to continue to increase significantly, affecting the amount of street improvements and street
maintenance that can be accomplished with the same expenditure dollars.

Special projects which are typically sizeable contractual service or capital outlay items, are identified by year for each
department and do not generally follow the 1% forecasting guideline. The most substantial projects are budgeted in the utility
funds (Water, Wastewater and Storm Water) to meet operations and maintenance needs of the facilities and infrastructure
systems. In other funds, special projects are based on Council Goals or specific work projects (i.e., one-time or periodic items
of significant cost related to strategic plans or replacement schedules).

CAPITAL OUTLAY
% Chg from
FY 10-11 FY 11-12 FY 12-13 FY 12-13 FY 13-14 FY 12-13
Audited Audited Adopted Revised Adopted Adopted
Vehicle Purchases $263,656 $722,298 $1,813,110 $1,391,800 $1,437,070 -20.74%
Other 522,970 1,260,430 820,930 264,530 758,290 -7.63%
Total $786,626 $1,982,728 $2,634,040 $1,656,330 $2,195,360 -16.65%

The category of Capital Outlay is used to record all purchases of equipment which exceed $10,000. Examples include vehicles,
large equipment such as pumps or generators, and major computer systems. The City has historically reserved monies in most
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operating funds for vehicle and major equipment replacement so that monies are available when the equipment needs to be
replaced. Each department maintains a list of vehicles, expected useful life, and projected replacement costs. Most of these plans
run 10 years; for some, with larger vehicles and longer period of use, the plan may run to 20-25 years. Each vehicle is evaluated
annually, and the replacement plan is modified/updated based on that assessment (i.e., a vehicle that has significant maintenance
costs may be replaced early; a vehicle that is having no maintenance issues and is low mileage may be pushed out a year or two in
otdet to optimize the life cycle and/or afford the vehicle). Whete possible, staff wotk to "smooth" replacement plans to try and
balance timing of more expensive vehicles so that, for example, two or three of the most expensive vehicles do not end up getting
replaced the same year. An effort is also made to target likely vehicles that may have had an original "intensive" use which in later
years can be used for a less intense purpose (i.e., an old pick-up from Public Works may be bought by IT to transport staff and
computer equipment to outlying offices for support issues).

Once replacement plans are known for each year, a relatively stable contribution amount necessary to put into reserves is
calculated to keep the balance as low as possible (without reaching $0) through the next 5-7 years. This has worked fairly well
historically for meeting replacement needs, allowing each department to manage its fleet for long-term operations, managing
vehicle cost-inflation; this methodology has also tended to keep reserves considerably lower (and simpler) than use of an
individual sinking fund or other methodology. In some cases, reserves are not used because the costs for the vehicle are relatively
small (when compared to other vehicles) or because the fleet replacement schedule is balanced where the annual contribution to
reserves would equal the annual purchase.

In FY 13-14, major capital purchases planned include a backhoe, two buses and two dump trucks for Public Works. In FY 12-13,
many departments made a concerted effort to defer capital purchases, and vehicles in particulat, as a cost-saving measure.

Below is a list by City department of the rolling stock or “fleet”, with average replacement timing, value and availability of funding
mechanisms other than current revenue.

Fleet Listing - Department No. of vehicles*| Avg replace value |Avg life cycle (yrs) Funding?
Community Development
Staff cars (i.e., Inspections/Housing) 13 $20,000 10 No
Finance
Utility Billing pick-up trucks 2 $17,500 10 Yes
Fire
Engines/Tenders/Rigs 17] $300,000-$950,000 15-25 Yes
Ambulances 5 $260,000 7 Yes
Fire Safety Trailer 1 $65,000 25 Yes
Speed boat 1 $35,000 15 No
Staff cars (i.e., chief/prevention) 9 $25,000 10 No
Library
Cargo-courier van 2 $50,000 10 Yes
Staff car 1 $20,000 10 Yes
Parks & Recreation
Trucks 191 $25,000-$60,000 10 Yes
Mowers/ Tractors 17 $10,000-$70,000 10-31 Yes
Passenger vehicles/Vans 2 $25,000 10 Yes
Police
Patrol vehicles 12 $38,000 5 Yes
Motorcycles 2 $26,000 5 Yes
SUV units (K9, sergeant/LT's) 4 $41,000 6 Yes
Detective vehicles 7 $20,000 8 Yes
Staff/ Admin/Evidence cars 2 $20,000 10 Yes
Parking Enforcement Scooter 3 $25,000 10 Yes
Public Works
Dump trucks/Specialty vehicles 32] $40,000-$100,000 12 Yes
Staff cars/small trucks/Vans 39 $20,000-39,000 12 Yes
Street Sweeper 2 $260,000 6 Yes
Patch Truck 1 $175,000 10 Yes
Camel 2 $275,000 10 Yes
Crane/Tractors 3| $90,000-$130,000 12 Yes
Camera Van (Wastewater) 2 $120,000 12 Yes
Transit buses/Trolley 12 $410,000 12 Yes
212

* Note that only vehicles to be replaced are listed; this vehicle list is focused on "rolling stock" with an individual value greater than
$10,000 and does not include the large equipment used on these vehicles, nor does it include any trailers used for hauling.
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V. NON-OPERATING EXPENDITURES

CAPITAL PROJECTS
% Chg from

FY 10-11 FY 11-12 FY 12-13 FY 12-13 FY 13-14 FY 12-13

Audited Audited Adopted Revised Adopted Adopted
Water $202,470 $1,385,886 $1,118,180 $588,080 $1,306,580 16.85%
Wastewater 828,414 2,407,915 905,360 610,360 1,594,930 76.17%
Storm Water 161,993 482,806 721,510 481,510 787,500 9.15%
Airport 770,606 0 50,000 2,000 112,850 125.70%
Street 368,387 708,062 1,651,470 603,470 1,703,800 3.17%
Parks 230,276 97,047 1,590,698 423,550 2,128,905 33.83%
Other Capital Projects 2,153,760 636,680 3,456,650 1,739,930 2,502,220 27.61%
Total $4,715,906 $5,718,396 $9,493,868 $4,448,900 $10,136,785 6.77%

Capital Improvement Projects (CIP) represent asset additions exceeding $25,000 in value with a life longer than one year, or
extending the useful life of existing assets. Capital projects often serve to replace, enhance, or add to existing infrastructure
systems.

For context, below is an overview of the City’s infrastructure, in the form of a facilities listing:

Facilities' Listing Location/Address Departments Square Footage Value|
City Hall 501 SW Madison CMO, CD, PW 19,479 $4,295,674
Madison Avenue Building 500 SW Madison Finance 7,423 $1,424,038
Municipal Court Building 560 SW Madison Finance 3,596 $888,399
City Hall Annex 6th & Madison Finance-MIS 1,242 $372,539
Corvallis Library 645 NW Monroe Library 77,721 $23,369,773
Philomath Community Library 1050 Applegate Library 5,000 $859,393
Alsea Community Library 19192 Alsea Highway Library 4,400 $417,666
Monroe Community Library 668 Commercial Street Library 1,250 $238,990
Fire Stations (6) - 2 community centers Various Fire 49,192 $10,572,007,
Fire Drill Tower Waterworks S/NE 2nd St Fire 1,872 $562,030
Law Enforcement Building 180 NW 5th Police & 911 40,034 $1,791,185
CPD Evidence Compound 1245 NE Third St. Police & 911 9,945 $182,560
Osborn Aquatic Center 1940 NW Highland Parks & Rec 40,347 $218,506
Chintimini Senior Center 2601 NW Tyler Parks & Rec 10,955 $1,548,777|
Avery Park Buildings 1320 SW Avery Park Dr Parks & Rec 15,348 $2,019,080)
Avery Pk Caretaker House 1330 SW Avery Park Dr Parks & Rec 1,556 $249,708
Gaylord/Cotl/Avery Houses Various Parks & Rec 6,762 $992,559
Art Center ¥ 700 SW Madison Ave Parks & Rec 6,530 $1,220,700
Majestic Theater 115 SW 2nd St Parks & Rec 14,775 $3,592,092
Park Land ¥ Various Parks & Rec 1,734 Acres $20,335,517,
Park buildings Various Parks & Rec 15,193 $3,845,291
Industrial Rental building/Berg Park 33900 SE Roche Rd Parks & Rec 16,173 $1,201,759]
Transit Mall Restrm/Driver Lounge Monroe & 5th Ave Public Works 231 $50,262
Public Works Admin Building 1245 NE Third St. Public Works 56,822 $7,164,580)
Public Works Caretakers House 1245 NE Third St. Public Works 1,561 $241,678
Rock Creek Treatment Plant/Buildings Rock Creek Public Works 5,750 $9,357,043
Wastewater Treatment Plant Cotvallis Public Works 31,792 $50,211,923,
‘Taylor Water Treatment Plant/Buildings Corvallis Public Works 22,678 $31,635,933
Utility Systems - Water/Storm/Sewer Corvallis Public Works ~ 246/214/159 Miles $115,040,579
Street Infrastructure/Bridges/ Traffic Signals "’ Corvallis Public Works 365.75 Miles $107,925,958
Muni-Airport Building/T-Hangers/Rental building Airport Rd Public Works 75,594 $5,821,279

(1) Other utilities and infrastructure considered assets, such as lift & booster stations, valve vaults, etc. The listed value is from the Asset system, not insured valuc
(2) Park Land included, with the assessed value from the asset sytem, not insured value.

(3) Buildings which are city-occupied/maintained, but not city-owned (includes Fire Station #6)

(4) City owned building operated by a non-profit.

(5) Combined buildings located on parks throughout the City; restrooms, barns, picnic shelters, etc.

(6) Park acres total above agrees with department's total maintained holdings but exceeds capital assets in financial system, since the latter number does not
include leased property.

Note: Source of building values-Barker Uetlings, 2009 Risk Assessment Building Inventory
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The CIP budget reflects a 6.77% increase from FY 12-13. Major projects planned for FY 13-14 include:
¢ Construction of a Fire Drill Tower for department training exercises;

¢ 36™ and Grant Water Pump Station improvements;

¢ Development and construction of the first section of the Cotvallis to Albany trail; and

¢ Grant funded street reconstruction projects.

For more information on the Capital Budget, see page 239 of the Adopted FY 13-14 Budget Document, or the 2014-2018 Capital
Improvement Program, available at the Corvallis-Benton County Public Library and online at http://corvallisoregon.gov/.

TRANSFERS & OTHER FINANCING USES

% Chg from

FY 10-11 FY 11-12 FY 12-13 FY 12-13 FY 13-14 FY 12-13

Audited Audited Adopted Revised Adopted Adopted
Transfers Out - POB $2,283,290 $2,386,500 $2,491,610 $2,491,610 $2,601,690 4.42%
Transfers Out - 2011 Op Levy 0 1,743,522 1,865,350 1,843,150 1,908,620 2.32%
Transfers Out - Fund Balances 0 0 0 0 5,623,447 0.00%
Debt - Financing Uses 0 0 0 14,524,570 495,400 0.00%
Inter-Agency Pass Throughs 0 0 855,000 750,060 774,640 -9.40%
CIP & Other Transfers out 3,589,581 5,486,474 5,637,313 3,440,050 8,261,250 46.55%
Total $5,872,871 $9,616,496 $10,849,273 $23,049,440 $19,665,047 81.26%

Transfers represent the movement of monies between funds within the City organization. Most of the budgeted transfers are to
move current revenues from the operating fund where the revenues are received to a capital construction fund where the monies
are accounted for as capital projects in progress. FY 13-14 includes the third and final year of transfers to move the 2011 Levy
monies from the 2011 Operating Levy Fund to the General Fund. Each operating fund also transfers monies to the Pension
Obligation Debt Setrvice Fund to make the annual debt payment. The proportion of the transfer to be budgeted for each fund is
determined using the prior year pension system payments for the fund. During FY 13-14 there are also fund balance transfers
from the former Parks & Recreation, Fire, and Library funds to the General Fund as part of consolidating all property tax
supported services into one comprehensive fund; and for the creation of a separate Parks Systems Development Charge Fund.
For an itemized list of budgeted transfers, see the Non-Operating Budect Scction of the Adopted Budget Document starting on
page 263. Other Financing uses included in non-operating expenditures above are for: inter-agency pass-through payments
required to be appropriated under Oregon Budget Law; and in FY 12-13 Revised, proceeds from a debt refunding (as discussed in
the next section) were used to pay down three outstanding loans in the utility funds; in FY 13-14 there is an interfund loan in
other financing uses that will be transferred from the Water SDC Fund for an anticipated botrowing by the General Fund as
needed to maintain fund balance after payment of the City’s portion of the property tax refund to HP as discussed on pages 9 &

27

DEBT SERVICE

% Chg from

FY 10-11 FY 11-12 FY 12-13 FY 12-13 FY 13-14 FY 12-13

Audited Audited Adopted Revised Adopted Adopted
General Fund $30,389 $244,422 $243,880 $243,880 $243,180 -0.29%
Water $1,009,218 $1,018,798 $1,021,160 $24,940 $966,500 -5.35%
Wastewater $2,300,307 $2,294,017 $2,291,550 $829,090 $2,253,650 -1.65%
Airport $33,0603 $32,582 $31,490 $31,490 $115,050 265.35%
Pension Obligations $2,281,922 $2,385,149 $2,490,260 $2,490,260 $2,600,340 4.42%
Total $8,200,473 $8,182,018 $7,119,140 $4,660,460 $7,245,970 1.78%

The Debt Service budget includes appropriations to pay the scheduled principal and interest for all existing debt service issues and
is recorded in the General Obligation and Pension Obligation Debt Service Funds as well as the General, Water, Wastewater and
Airport Funds based on the existing debt service schedules, with the exception of the Airport Fund which reflects a payoff
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amount in FY 13-14 for the small remaining balance on that loan. Three loans residing in the Water and Wastewater Funds were
refunded in FY 12-13, resulting in lower revised debt service payments since the payoff of these loans is recorded as another
Financing Use as seen in the section above. FY 13-14 includes the new debt service for the refunded full-faith obligations. No
new debt or bonds are anticipated for FY 13-14, as the City tends to utilize a pay-as-you-go approach where feasible; however
new loans or bonds may be pursued in FY 14-15 based on CIP plan needs. Refunding of existing bonds is reviewed, especially
when market rates are low, as has recently been the case, and will be considered if there are sufficient savings available. Detailed
information on debt service is included starting on page 253 of the Adopted Budget Document.

CONTINGENCIES
% Chg from
FY 10-11 FY 11-12 FY 12-13 FY 12-13 FY 13-14 FY 12-13
Audited Audited Adopted Revised Adopted Adopted
Total 50 S0 $1,611,260 S0 $1,727,790 7.23%

Contingency appropriations are budgeted to allow the City to deal with emergencies and may only be used following approval by
the City Council. If the City Council authorizes the use of contingencies, the budget is transferred, by resolution, to the
appropriate expenditure category. There will never be actual expenditures in the classification of Contingencies.

For FY 13-14, in tandem with consolidating all property tax services into one General Fund, Council Financial Policies were
revised to budget contingencies as 10% of the total target fund balance reserve amount in the General Fund. Thus, in FY 13-14,
the General Fund financial plan will carry a $630,000 contingency allowance and the contribution to the fund balance reserve will
be shown as reduced in an equal amount. If any portion of the contingency is used, this will be evaluated and recovered through
operations in the following year to ensure that the full 10% of targeted fund balance is regained to ensure timely achievement of
the desired reserve level of three months of payroll (currently $6.3 million).

ENDING FUND BALANCE
% Chg from
FY 10-11 FY 11-12 FY 12-13 FY 12-13 FY 13-14 FY 12-13
Audited Audited Adopted Revised Adopted Adopted
Total $36,122,345 $37,856,441 $25,135,459 $39,849,641 $33,128,976 31.80%

Ending fund balance includes amounts held as reserves for a variety of reasons. Once reserves are accounted for, the remainder is
available to appropriate for costs associated with the fund’s operations.

The City Council’s financial policy revisions in recent years included confirmation that the target reserve for the General Fund is
three months of payroll costs, or around $6.3 million. This policy, combined with City Council work on creating a financially
sustainable budget, led to the creation of a Fund Balance Reserve as a long-term financial planning tool to secure the desired
reserve. Financial policies also called for a gradual rebuilding of that reserve, beginning with a FY 12-13 minimum contribution of
10% of the target. Work done to balance the General Fund budget for FY 12-13 allowed for additional one-time monies to be
added to the resetve. The General Fund ended FY 11-12 better than anticipated; Council authorized that $967,911 be added as a
one-time supplement to the Fund Balance reserve to meet the target sooner. This extra contribution to reserves was then used at
fiscal year-end to pay a portion of the significant unanticipated property tax refund to HP. Thus, after the FY 13-14 contribution,
and assuming the $630,000 contingency will not be needed, the reserve is expected to total nearly $2.9 million, or 46% of the
target, compared to the 35% established to be set aside by the end of the second year of this policy action.

At the time of budget adoption, the General Fund was expected to end FY 13-14 with a $668,121 balance available for
approptiations which is incorporated in the table above and seen in the table on the following page. However, it should be noted
that the Financial Plan depicted in the Budget Message on page 17, which incorporates projections after the City received
information from the County on the HP appeal and new valuation figures, shows a more recent estimate of the probable ending
General Fund balance totaling $27,881.

City of Corvallis 48 FY 13-14 Adopted Budget



All other funds, such as the special revenue funds which do not receive property taxes, the enterprise funds for Water,
Wastewater, Storm Water and Airport operations, and the System Development Charge funds, are projected to end FY 13-14
with fund balances that are adequate to continue planned operations and services at their current levels. Some of these funds are
being monitored more closely than others, as reduced revenue streams indicate future year fund balance challenges, as described
in the Budget Message, The projected balance of monies held for reserves in all funds at the end of FY 13-14 based on the
Adopted Budget projections are:

All Funds General Fund

Ending Fund Balance $33,128,976 $6,685,473
Less:
Restricted $20,233,264 $413,704
Committed $1,225,632 $1,112,174
Assigned $3,570,352 $1,270,275
Fund Balance Reserve $3,221,200 $3,221,200
Balance Available for Appropriation $4,878,528 $668,121

On page 260, a schedule of changes by individual funds can be found that shows the anticipated beginning balance, estimated
revenues, planned expenditures, and expected ending reserve balances that net to the projected unrestricted ending status of each
fund as of June 30, 2014. In some cases, fund balances are being built to provide cash for a large capital project. In many cases,
the fund may have longer-term projections that show the fund going into a negative position if all revenue and expenditure
projections perform as currently estimated. In most cases, departments slightly under expend the appropriated budget due to
vacancies or project costs that are lower than original estimates. These savings are generally captured during the revised budget
process when departments have six months of experience in the current fiscal year and can more accurately project the beginning
fund balances for FY 13-14. Another way of estimating the impact of unknown potential savings is incorporated in the form of a
historical norming adjustment (HNA) in the long-term financial plans for many of the City’s non-property tax operating funds.
For more information on the HNA, please refer to page 51.

VI. FINANCIAL PLANNING OVERVIEW

The City has a total of twenty-two funds that are used to track and account for the City’s operations. All but four of these funds
have financial plans that are used to record historical revenues and expenditures, and project three years of future financial
performance based on a seties of assumptions. For the utility funds, the financial plans are also used as a tool for rate reviews to
ensure resources will be adequate to meet operational and capital needs, and determine when debt financing may be required.

The four funds that are not included in the financial plans are for capital construction (primarily a holding fund with resources
and uses impacted only by capital projects), one permanent fund (which accounts for the restriction of a $5,000 original
endowment from which only the earnings can be spent on specific Library-related supplies and services) and two debt service
funds where the resources are either from property taxes levied outside all tax limits, or other funds’ operating resources. More
information on the activity and projections for these funds can be found in the department summaries and pon-operating section
of this document, following this section.

All of the City’s financial plans are used by staff throughout the year as planning tools with many of the financial plans developed
further than three years into the future. This longer term information is used in several ways:

¢ The financial plans are used to make assumptions about revenues and expenditures, and then to test and refine those
assumptions as each fiscal year is completed.

¢ The financial plans are used to model new assumptions such as changing the rate for certain fees (e.g., utility rates),
examining the fiscal impact of legislative changes, or examining the long-term financial impact of budget decisions,
patticularly budget decisions that add ongoing annual costs, such as adding staff.

¢ The financial plans are used through the Capital Improvement Planning petiod to ensure that adequate funds will be
available to cash fund projects or to meet debt commitments if a bond issue is planned.

¢ The financial plans provide a long-range planning tool for vehicle replacements or major maintenance projects, and are
used to calculate and track contributions to reserves required to cash fund future purchases that are more substantial than
the annual budget allocation would otherwise allow.
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In years where a deficit is projected, the financial plans allow for modeling scenarios to balance the current year and future
year budgets.
Department revenue and expenditure budgets are checked against the financial plans to be sure everything is included, and
there is a discussion of events that have changed the budget from the financial plan to check the impact on future
assumptions.

This is the final presentation of the financial plans for the FY 13-14 through FY 15-16 planning period. The financial plans in the
ensuing pages provide information as follows:

¢ Transfers and operating costs telated to Capital Improvement Projects (CIP) as identified in the CIP-Commission-
recommended CIP program to be included as the capital budget;

¢ FY 10-11 and FY 11-12 audited revenues and expenditures;

¢ FY 12-13 adopted and revised estimates of revenues and expenditutes;

¢ FY 13-14 adopted tevenues and expenditutes, including various reductions in General Fund funded setvices as outlined
in the budget message and ensuing pages; and

¢ FY 14-15 through FY 15-16 projected revenues and expenditures, maintaining the previous three years of reductions in
the General Fund, except where noted as one-time in the budget message.

Reserves

The City maintains reserves in most funds for a variety of purposes and with varying degrees of restriction on use. The Financial
Plans generally use the same reserve terminology as required for Financial Reporting by the Government Accounting Standards
Board (GASB) pronouncement #54 Fund Balance Reporting and Governmental Fund Type Definitions with some modification
of these GASB #54 definitions. For example, beginning balances of reserves are shown in total on a line titled “RESERVED
BALANCES, Beginning of Year” in the financial plans rather than individually. Then, the ending balance of each reserve type is
treated as a reduction of the fund balance to get to the “Fund Balance available for appropriation”, which is generally shown as
the final line of the financial plans, or the “ENDING BUDGETARY FUND BALANCE.”

For purposes of Financial Planning, three types of reserves are delineated in the funds of this presentation:

e Restricted — these include a wide variety of balances, but all with specific purposes which are constrained by externally
enforceable legal restrictions, such as those provided by creditors, grantors, higher levels of government, constitutional
provisions or enabling legislation. Examples of such balances include:

(0]

Debt Reserves — from time to time the City borrows money where the terms of the agreement include a requirement to
hold the equivalent of one yeat’s average debt service payment as a cash reserve. These reserves are most often seen in
an enterprise fund as a requirement for a revenue bond or a revenue-backed loan.

SDC Reserves — these monies are held in a separate Parks SDC Fund and within the Street, Water, Wastewater, and
Storm Water Funds for future capital construction projects that are additions to the capacity of the infrastructure system
as the result of growth. The resources for SDC Reserves are Systems Development Charges.

Construction Reserves — these monies are held in the Capital Construction, Water, Wastewater, Storm Water, and
Airport Funds and are monies specifically designated for one or more capital projects. These would be cash balances
held at the end of a fiscal year for a project where the time line crosses fiscal years, or bond or grant monies are being
held for a designated project

Other examples of Restricted Balances result from a variety of entities that have given the City monies designating at time of
receipt that these dollars could only be expended on certain things, such as: Open Space Donations, Public-Education-
Government Access/Institutional Network (PEG/I-Net), and Osbotn Building conttibution from the 509] School District
for aquatic center infrastructure maintenance.

e Committed — these are amounts constrained by City Council ordinance or resolution, and identified to be saved for a future
specific purpose. For example, the Sustainability Initiative Fees (SIF) for Transit, Urban Forest and Sidewalk Maintenance
programs require tracking as Committed balances.

e Assigned — these reserves are used by management as tools to accommodate fluctuations or reduce volatility in the budget, the
authority for which resource accumulation and spend down lies with the City’s Finance Director. The most prominent
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example of assigned balances is for vehicle and equipment replacements. Monies are saved over a period of time for the
purchase or replacement of equipment, vehicles or computer technology that would cause a substantial financial hardship to
purchase if the monies had not been saved. For the City’s Comprehensive Annual Financial Report (CAFR) purposes,
assigned balances cover a much broader spectrum than the current treatment in financial plans contained herein, where the
ending fund balances in all but the General Fund would be considered to be “assigned” reserves based on the designated
revenues credited to the fund.

It should be noted that there are two different reserve presentation methods for financial planning purposes which depend on
whether the sustainable financial planning option is used for a fund or not. One notable difference in how the numbers are
presented can be seen with the relatively new Fund Balance “Assigned” reserve in the General Fund, which has been established
to rebuild fund balances to the $6.3 million required for three months of payroll coverage within a five year period.

Fund Balance and the Historic Norming Adjustment

A Fund Balance represents the difference between revenues and expenditures in each fund since the fund was first created. Fund
balances provide each fund with cash flow to cover early fiscal year expenditures when revenues are inadequate, can help fund
one-time expenditures, or can provide a buffer during an economic downturn. A positive Ending Budgetary Fund Balance in a
given year would be available for appropriation the following year.

During the budget process, staff completes financial projections for each fund, including projecting the ending budgetary fund
balance. However, the accuracy of these projections is affected by the events that occur throughout each fiscal year that render
the work never completed as planned. Factors affecting the difference between projected and actual ending budgetary fund
balances include:

e Inaccuracy of revenue estimates — each year major assumptions are made about factors beyond the City’s ability to control —
legislative changes, rates of development, external utility costs for power, weather, and volume of tourism to name a few.

e Vacancies in staffing levels — the budget generally assumes that all currently authorized positions will be filled throughout
the next fiscal year, by the current incumbents or at a step 1 hire for any vacancies. While some degree of turnover is always
expected, it is impossible to predict which positions will become vacant when. This leads to wage and benefit under-
expenditures, but not at a consistent rate for each department that would allow a specific, accurate under-budgeting
scenatio to occur. This situation is expected to contribute less to annual savings going forward, given the newer practice of
holding a number of current vacancies as unfunded to cover unbudgeted increases in wages or benefits. Also, with lower
turnover in the cutrent economy, there will be less capacity to absorb either overages in other expenditure ateas or
shortfalls in revenue estimates.

e The ability to get the work plan included in the budget completed — some projects are delayed and others are terminated
before they are started as priorities change, either based on City Council decisions, staff vacancies, other mandates, or a
shift in the organization's focus. Stll other projects proceed as planned, but cost more or less than originally estimated.

The Historic Norming Adjustment (HNA) is as an attempt to quantify the impact of the issues above. The HNA generally reflects
a three to five-year average of the net difference between budgeted and actual ending fund balances for each fund. For the budget
year under discussion (FY 13-14), the HNA is increased to reflect the budgeted contingencies which are not expected to be used.
In some years, the HNA is largely attributed to a revenue impact, in other years it is more associated with expenditures below
budget. The numbers have enough variation from yeat-to-year to make it impossible to "build in" this difference in the
appropriated budget. As a result, the HNA is shown in the financial plans in which it is used as an addition to the ending
budgetary fund balance to show the Potential Ending Budgetary Fund Balance under an “average” experience scenario.

The Budget Commission may use the Potential Ending Budgetary Fund Balance, inclusive of the HNA, to better assess the likely
ending financial position of any fund in which this tool is used, in order to have that information when making decisions about
changes in service levels. As of the FY 12-13 budget cycle, the HNA approach is no longer used in either the General Fund or the
Street Fund, since these funds have experienced negative HNA in several of the most recent years. As such, staff determined that
moving to the sustainable recurring operations format for these particular funds provided better information to decision-makers
on projected fund balances.

Internal service funds also do not incorporate an HNA because of the nature of their break-even mission. Since the allocation to
departments of each of these funds is modified to achieve that break-even level and refunds are granted when savings are
achieved, there is by definition never an HNA. In all of the other funds’ financial plan presentations, the HNA is present, and is
built into the beginning budgetary fund balance for future planning years only (i.e., beginning FY 14-15), to give a better
theoretical idea about what the financial position might be.
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GENERAL FUND SUMMARY

In previous years, the City managed and reported all property tax funded services in four separate funds, but for financial
planning combined them in a joint presentation for ease of decision-making when balancing the budget. As of FY 13-14, all
permanent rate property tax revenue, and the services supported by property taxes, will be recorded in the General Fund. As
such, all financial issues associated with the Council Goal of attaining a sustainable budget for property tax services are now
shown in the General Fund financial plan found in the Budget Message on page 17. The related reserve summary and some
explanatory narrative for this new format/approach follow in the next several pages.

SERVICE HIGHLIGHTS

Operations in the General Fund include all eight City departments:
e  City Manager’s Office (Economic Development);
e Community Development (Planning);
e  Finance Municipal Court);
e Fire (all services — suppression /rescue, prevention and emergency medical setvices);
e  Library (all services — branches in downtown, Philomath, Monroe and Alsea);
e  Parks & Recreation (all services — parks maintenance and recreation programs including aquatics and senior center);
e Police (Patrol, Traffic, Detectives, Crime Analysis, Evidence and Records); and
e Public Works (Franchise Administration, Street Lights, Engineering, Sustainability and CIP Development).

FINANCIAL PLANNING ISSUES

Services that operate in the General Fund depend on property taxes, which have significant limits placed on growth based on
voter approved initiatives included in the Oregon Constitution. In FY 13-14 the above services are projected to receive over 48%
of their recurring revenues from permanent rate and local option property taxes levied by the City. The Corvallis-Benton County
Libraty Service District and the Corvallis Rural Fire Protection District ate two separate taxing entities which contract for services
with the City of Corvallis. When monies received from these two sources are included, the total support from property taxes is
nearly 57%. Thus, services in the General Fund are highly sensitive to changes impacting assessed values in multiple jurisdictions.

The costs in the General Fund are for services which must be provided by people. Costs for wages and benefits, especially
medical insurance and PERS continue to drive annual expenditure increases faster than revenue growth. These cost increases will
mean either secuting new soutces of revenue or continuing program/service reductions to operate within existing revenues.
Revenues

Beyond property taxes, other major revenues in the General Fund are from franchise fees, State revenue sharing, recreation

program charges, ambulance fees, and grants. Many of these revenues have suffered a decline recently, and are expected to

decrease again or at best remain stable in FY 13-14. Some revenue increases in the last two years of the three-year planning period
may atise, based on economic forecasts, but the following issues highlight major areas of concern for the City:

e During each legislative session, bills are introduced to eliminate or greatly reduce local franchise fees. Since franchise fees are
the second largest single revenue source in the General Fund after property taxes, any success by utilities at limiting this
revenue stream has a major financial impact. Over time, more telecommunications services, such as phone and video, are
being provided via the internet. Federal law currently prohibits franchise fees to be charged on what it defines as “internet
services.” As a result, companies exert increasing pressure on the Federal Communications Commission to expand the
definition to include more traditional telecommunication services under this law as well. If they are successful, the City’s
franchise fee revenue will drop significantly.

e Conservation efforts for electricity, natural gas and water/wastewatet use that are promoted in the community serve to reduce
the undetlying utility revenues on which franchise fees are paid.

e Future state budget decisions may have a negative impact on intergovernmental monies such as State Revenue Sharing.

e Ambulance revenue is projected to increase approximately 1% in FY 13-14 over Adopted FY 12-13 levels. Positive efforts
(improved billing practices, enhanced collection efforts, past rate adjustments, and increases in call volume) are still expected
to be impacted by continued declines in Medicare and Medicaid coverage and increases in mandated write-off rates.

e A positive Adopted Budgetary Fund Balance was achieved in FY 13-14 via a variety of expenditure reductions. However, on-
going expenditures will continue to need to be scrutinized in order to maintain a positive fund balance in the future.

e In FY 13-14, the General Fund suppott for social service allocations has remained flat at $237,750; the May 2011 Operating
Levy should allow for allocations up to $105,720 for FY 13-14.

City of Corvallis 52 FY 13-14 Adopted Budget



e The final year of the May 2011 Operating Levy is also projected to provide operational funding of $322,160 for the Chintimini
Senior Center, $430,860 for the Aquatic Center, and $1,048,210 for Library materials and downtown Monday hours.

Expenditures

Service issues across General Fund departments that need to be addressed within the three-year planning period, within the
context of reduced financial resources, include:

Police Department

e Public safety positions have been left as authorized but unfunded over the past several years to provide one-time mechanisms
to ensure a balanced budget. Staffing levels need to be addressed.

e The 9-1-1 Emergency dispatch system is funded in large part by users; the Corvallis Police Department is the largest user
based on calls for service and therefore pays significant fees for this service.

Fire Department

e OSU pays the City for Fire Prevention Services on campus. Over the last several years, OSU has increased its payments in
return for additional staff time on campus; for FY 13-14 this agreement funds about 80% of one position. This has had an
impact on other Prevention program areas while significantly improving campus fire safety. An additional FTE would be
needed to maintain existing prevention services and programs, but is not funded in this budget due to lack of resources.

e The Drill Tower/Training Facility was originally scheduled to be built in FY 04-05. Due to budget constraints this project has
been delayed multiple years. Facility design and infrastructure improvements were funded by a bank loan received in August
2010. Infrastructure improvements are complete and design is neatly complete; further discussions of funding alternatives will
occur this fall. The current drill tower will need to be removed by the end of 2014 at the latest to make room for mandated
wastewater plant facilities.

Parks and Recreation

e Funding for developing and implementing management plans to maintain existing parks, and natural areas has not been
available. Community-driven sustainability efforts that include the Parks system also need additional resources and planning.

e Maintenance and replacement for system-wide Park facilities including playground equipment has been deferred for much of
the last decade. Staff has pursued grants to provide additional funding but Parks grants tend to have significant local matches
and are not enough to address the full deferred maintenance needs.

e Strategies are needed to identify/reach undet-represented populations in recreation services including people with disabilities.

Library

e Library staff is continuing to find efficiencies in how services are provided and identify priorities in the materials collection to
maximize the use of reduced funding while maintaining the high level of service that Corvallis and Benton County residents
expect during reduced hours of operation.

e The expected increase in demand for services related to opening of the new Monroe Community Library Building will require
a measured staff response in the context of limited resources.

Community Development

e Recent year reductions have led to a lack of dedicated long-range planning staff for support of City Council initiatives.

Finance

e Municipal Court is significantly understaffed relative to workload. While e-ticketing and other technological solutions may
abate this situation somewhat in the future, staff is challenged to remain current on billing and collection for traffic and
parking tickets.

Public Works
e Increasing utility costs for street lights remains a challenge for funding, along with determining a base level of lighting needed
for public safety.

Staff developed the table on the following page to illustrate some of the challenges with forecasting revenues and expenditures
when deriving this fiscal year’s General Fund budget. The potential for significant dollar swings with substantial impacts on
ending fund balance are always present, no matter what level of precision is attempted to be maintained. This is true for all Funds,
and so a similar process is exercised to attain the most reasonable estimates, based on a snap shot of what is known at that time.
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Financial Plan — Critical Factor Assumptions -Best (BC)/Worst (WC) Case

FY 14-15

FY 15-16

Property Taxes — 53% of total General Fund Revenue

Current - HP Refund occurs in FY 13-14; FY 13-14 & FY 14-15 absotb 50% of the
outstanding refund of interest each year. AV grows 3% for most property; HP drops
10% of Machinery & Equipment value each year. Added value from new development is
minimal ($10M AV = $51,000 in PT Revenue). OSU does not putrchase any more
property & take it off the tax rolls.

WC- Department of Revenue (DOR) appeal of HP value results in further
reductions/additional refunds. OSU continues putchases of significantly valued property
& it gets removed from the tax rolls.

BC- DOR prevails in their appeal & $40 million in HP value is added back to the rolls;
interest withholding by Benton County is returned to taxing jurisdictions. RMV
legislation reintroduced & passes, resulting in AV resets upon sale, for higher overall AV
in improving market.

$20,879,700

(150,000)

204,270

$21,624,030

(272,440)

92,460

Personnel Services -- 68% of total General Fund Operating Expenditures

Current - COLAs are projected for CPOA (2.5%) & IAFF (2%) members based on their
respective contracts. No COLA is budgeted for exempt or AFSCME members. Total
Personnel Services:

Medical/Dental benefits are budgeted based on 2013 premium costs, with no increases
in future years, based on current plan holdings.

PERS rates are projected to remain flat through FY 14-15, then are projected to increase
by 6% of payroll based on likely rate increases associated with the 2013 deferral, change
to assumed rate, & changes in methodology for setting rates.

WC- After 3 years of no COLA’s for AFSCME & unrepresented employees, all
employees get a 2% COLA in line with IAFF’s contractual 1-3% in FY 14-15.

Current insurance plans maintained & premium increase of 16%, as recently estimated by
the City’s agent of record consultant, occurs.

PERS rates increase by 10% in FY 15-16 with double rate collar going away (based on
2.2% left on table from original 13-15 rate increase, 2.4% to bring back deferral of 1.9%
in 13-15, 1.5% for assumed rate drop to 7.75%, 1.9% for changes due to GASB 67/68,
& 2% for earnings shortfall in 13-14).

BC- Continued zeto COLA’s for all units without a contract, & CPOA/IAFF forego
contractual COLAs in FY 14-15.

Contractual agreements result in new, lower cost medical plans for across the board
savings in all units of 5% of healthcare costs.

PERS rates increase by only 4%, due to better earnings in 2013 & 2014 than currently
anticipated, plus additional legislative or PERS Boatd action reduces rates

$26,338,880

3,735,270

2,627,090

397,414

597,650

(186,760)

$3,900,720

318,380

(671,290)

Non-Operating Expenditures — Capital Project/Pension Obligation Bond Transfer;
Revenue

s & Debt — 15% of Property Tax

Current - FY 14-15 anticipates repayment of 20% of amount borrowed in FY 13-14 for
the HP refund (amount to borrow TBD, but estimated at $495,400); anticipates a
borrowing of $3,831,500 in FY 14-15 to complete the Fire Drill Tower plus other CIP,
with repayment beginning in FY 15-16.

WC- Additional refunds or appeal loss results in a larger interfund loan need to avoid
draw on reserves. Interest rates on Drill Tower loan come up significantly to 5% from
2.96% currently forecast.

BC- Departments realize additional savings in FY 13-14 & a development upswing
results in no loan needed to backstop setvice provision in FY 14-15.

Fire Drill tower construction comes in under budget, allowing for eatly payoff of loan &
related interest savings.

$3,076,970

38,550

(495,400)

$3,348,450

74,260

(107,740)
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APPROPRIATE ENDING BUDGETARY FUND BALANCE

The City’s current Financial Policies state that the Finance Director shall recommend an appropriate ending budgetary fund
balance each year for each fund. The General Fund is cutrently projected to end FY 13-14 with an operating fund balance of
$27,881 which is less than 1% of forecasted FY 13-14 recurring revenues. With the projected ending Fund Balance Reserve of
$2.25 million, the ending General Fund balance is about 36% of the target. Staff and the city Council continue to work on
increasing the fund balance reserve to policy levels.

GENERAL FUND - RESERVE BALANCES SUMMARY

AUDITED AUDITED | ADOPTED REVISED | ADOPTED

BUDGETARY BASIS FY 10-11 FY 11-12 FY 12-13 FY 12-13 FY 13-14 FY 14-15 FY 15-16
RESERVED BALANCES, Beginning of Year $2,832,025 $2,728,360 | $2,153,971 $2,355,865 | $4,436,922 $5,049,442 $5,473,133
Contributions to Reserves
Revenue Received (1) $34,695 $40,739 $34,500 $0 $0 $0 $0
Other Revenues (2) (9) 103,856 144,715 155,300 155,600 153,770 160,370 161,430
Contributions (3) (24,210) 131,462 510,840 510,840 678,180 814,530 842,420
Contribution to Fund Balance Reserve (4) 0 0 630,000 630,000 945,000 1,260,000 1,890,000
Total Recurring Contribution to Reserves $114,341 $316,917 | $1,330,640 $1,296,440 | $1,776,950 $2,234,900 $2,893,850
Non-Recurring Contribution to FB Reserve (5) 0 0| 1,308,289 1,308,289 (630,000) 0 0
Former Component Fund net activity (6) (9) 2,904 3,961 (122,493) (27,020) 0 0 0
Total Increase to Reserves $117,245  $320,878 | $2,516,436 $2,577,709 | $1,146,950 $2,234,900 $2,893,850
Use of Reserves
Fire (Vehicle-Assigned) -$4,564  $468,536 $0 -$6,310 $0 $1,191,000 $645,560
Library (Vehicle-Assigned) 118,696 49,490 83,500 83,500 49,000 130,719 76,500
Parks & Rec (Vehicle-Assigned) 20,590 30,534 29,060 20,000 81,920 54,930 65,880
Police (Vehicle-Assigned) 0 55,401 194,440 191,020 116,700 140,440 186,470
Total Vehicle-Assigned $134,722 $603,962 $307,000  $288,210 $247,620 $1,517,089 $974,410
Parks & Rec (Restricted) (7) (9) $26,745 ($44,290) $42,000 $41,330 $106,020 $38,000 $0
Parks & Rec (Committed) 14,912 62,786 97,040 80,700 97,400 95,730 96,110
Library (Committed) (9) 0 0 0 0 0 0 0
Police (Restricted) 0 12,458 3,010 3,022 0 0 0
Public Works (Restricted) (8) 0 0 0 33,390 33,390 110,390 110,390
Public Works (Committed) 44,530 58,456 46,000 50,000 50,000 50,000 50,000
Total Restricted-Committed $86,188 $89,411 $188,050  $208,442 $286,810  $294,120 $256,500
Total Decrease to Reserves $220,910 $693,373 $495,050 $496,652 $534,430 $1,811,209 $1,230,910
RESERVED BALANCES, End of Year $2,728,360 $2,355,865 | $4,175,357 $4,436,922 | $5,049,442 $5,473,133 $7,136,073
Ending Reserve Balance by Type
RESTRICTED $556,358  $629,886 $407,565  $552,674 $413,703  $265,314  $154,923
COMMITTED 1,253,761 1,231,694 | 1,081,292 1,166,444 1,112,174 1,059,114 1,006,734
ASSIGNED 918,241 494,286 748,211 779,516 1,270,276 635,417 571,127
FUND BALANCE 0 0| 1,938,289 1,938,289 2,253,289 3,513,289 5,403,289

$2,728,360 $2,355,865 | $4,175,357 $4,436,922 | $5,049,442 $5,473,133 $7,136,073

(1) Generally current year recurring revenues net of current year recurring expenditures for dedicated reserves such as PEG-Inet.
(2) Other revenues are primarily interest on investments on restricted reserves and donations that are not expended in the year received, but are committed to a specific purpose.

(3) These contributions, which are typically for vehicle and equipment reserves, come from operations and show as an expenditure on the presentation page.

(4) A Council-Policy driven portion of General Fund fund balance will be set aside annually to achieve build-up of sustainable reserves level.

(5) The FY 12-13 revised additional set-aside for the fund balance reserve is from prior year ending fund balance. The FY 13-14 reduction in reserve is the mechanism to show the
temporary nature of possible use of contingencies from the reserve, under Financial Policy.

(6) Revenues from former component funds (Library Improvement and Open Space) such as donations/interest earnings are shown here, net of any expenditure activity to balance
ending reserves. Note that these reserves are not part of the presentation page activity through FY 12-13, and SDC's have also been excluded as in prior years. Commencing in FY
13-14, these components, as reserves, are now part of the General Fund activity, but are backed out in total through reserves at year-end. Also, as of FY 13/14, the General Fund
financial plan has been restated to exclude the Parks SDC fund component activity completely. The Parks SDC fund activity can be found in the Parks SDC Fund financial plan.

(7) Restricted reserves for Aquatic Center Building and Senior Center Reserve. Activity for Open Space not included here, but netted with revenue in contributions section above,
since this "use" of reserves does not pertain to P&R operations.

(8) Generally related to a net use of PEG-Inet reserves.

(9) Prior to FY 13-14 Open Space (Restricted) and Library Improvement (Committed) were their own component funds, thus formulas in above reserve table were recorded differently
prior to FY 13-14. Starting with FY 13-14 Adopted the formulas changed since there are no longer component funds. As such, do not carry formula forward from 10/11, 11/12, or
12/13 into 13/14 and out-years as the formulas change between 12/13 and 13/14. For Library Improvement (Committed) the NET activity (revenues+expenditures) was recorded in
"Former Component Fund Net Activity" for 10/11 through 12/13 Revised, which is why there is no spending recorded in “Library (Committed" in FY 12/13 - the net activity (including
the expenditures) was already captured in the former component fund net activity line.
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STREET FUND SUMMARY

SERVICE HIGHLIGHTS

The operational focus of the Street Fund is preservation of the pavement, the operation of traffic control systems, and the
maintenance of street-related signage. Preventive maintenance programs for asphalt streets (i.c., slurry seal, chip seal, crack seal,
and street overlay) extend the service life of the street at a lower cost than fully reconstructing the street. Data is gathered on the
condition of the major transportation routes in the community, added to the Pavement Management System, and used to plan
future maintenance activities.

The traffic signal system facilitates the flow of traffic through the community. Traffic engineering staff ensure the efficient
operation of this system through appropriate signal timing intervals, while the lights themselves are made more efficient through
the use of LED signal heads, which consume much less energy than traditional bulbs.

Long-range plans are developed for the transportation system to assure that new streets are constructed to sustain the expected
traffic levels and to keep pace with community desires for multi-modal transportation options. Staff works with transit users,
bicyclists and pedestrians to address alternative transportation needs in the city. The Transportation Demand Management
program focuses on relieving congestion duting commute times by providing facilities and/ot programs to encourage commutets
to use alternative ways to get to work.

Corvallis has been designated a Gold Level Bicycle Friendly Community in recognition of the excellent system of bike lanes and
bike paths in the city that provide a viable transportation alternative and further social and environmental sustainability goals.

FINANCIAL PLANNING ISSUES

The primary revenue for the Street Fund is the State Highway Fund allocation of Gas Taxes, distributed to cities based on
population. Changes in this revenue stream come from fluctuations in the use of gasoline (customer purchases) or legislation that
redirects these funds to purposes other than street maintenance. The amount of revenue received from the state dictates the level
of services that can be provided and sustained over the long term. Meeting citizen expectations about traffic concerns, alternative-
mode opportunities, and a smooth, efficient transportation system are becoming increasingly difficult within available funding.

The revenue from the state had been projected to increase over the next several years, due to passage of the 2009 Jobs and
Transportation Act. Corvallis had expected to receive up to an additional $1.1 million annually once this legislation was fully
implemented. This increase has not materialized, due to increasing gas prices which are motivating people to find ways to cut back
on their gas consumption. At the same time, costs for maintenance supplies are higher, most notably for rock and asphalt.
Projects identified in the Transportation Plan are not being implemented due to lower fund balances resulting from the above
items, and the cutrent level of street maintenance services may not be able to be sustained in the future.

The Transportation Maintenance Fee (TMF), collected on the City’s utility bills, is providing a stable revenue stream for specific
street preservation projects.

A Sustainability Initiative fee (SIF) provides funds for the repair of sidewalks, thereby supporting a safe, viable alternative-mode
transportation system for pedestrians. However, the revenue generated by the fee is insufficient to address all the tepairs in the
system city-wide. The City’s response to these issues will be prioritized and accomplished up to the level of available funds in a
fiscal year. It is anticipated that within the next four years, the revenue stream and the level of sidewalk panels needing repair will
be in balance.

APPROPRIATE ENDING BUDGETARY FUND BALANCE

The City’s current Financial Policies state that the Finance Director shall recommend an appropriate ending budgetary fund
balance each year for each fund. The Street Fund is projected to end FY 13-14 with an ending budgetary fund balance for
operations equal to approximately 6.39% of the FY 13-14 current revenues. While this is adequate for FY 13-14, FY 14-15 and
beyond are not, so staff will work with the City Council on alternatives. Additionally it should be noted that while balanced for
legal purposes, the adopted FY 13-14 budget is not considered sustainable when recurring revenues are compared to recurring
expenditures. This also will require additional focus by staff and Council to resolve in the coming years.
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STREET FUND - COMBINED

AUDITED AUDITED ADOPTED REVISED ADOPTED
BUDGETARY BASIS FY 10-11 FY 11-12 FY12-13 FY 12-13 FY 13-14 FY 14-15 FY 15-16
RECURRING
REVENUES
Licenses, Fees & Permits $52,698 $58,821 $43,440 $63,000 $55,900 $56,460 $57,020
Charges for Service 220,524 268,356 251,330 250,330 246,100 253,100 260,350
Intergovernmental 3,244,275 3,138,797 3,299,910 3,258,240 3,352,630 3,213,370 3,172,030
Fines & Forfeitures 4,718 2,488 1,000 1,000 1,000 1,000 1,000
Miscellaneous 7,765 6,114 1,800 4,020 3,420 2,370 720
TOTAL REVENUES $3,529,979 $3,474,576 $3,597,480 $3,576,590 $3,659,050 $3,526,300 $3,491,120
EXPENDITURES
Community Development $18,106 $17,195 $21,020 $21,010 $22,120 $22,420 $23,380
Public Works 3,093,469 3,177,634 3,125,780 3,006,820 3,420,230 3,506,590 3,648,400
Transfers Out 132,650 78,590 81,100 81,100 125,850 130,870 136,140
Contingencies 0 0 85,520 0 73,180 0 0
Contribution to Reserves 141,467 84,359 94,770 94,770 105,660 116,580 117,520
TOTAL EXPENDITURES $3,385,692 $3,357,778 $3,408,190 $3,203,700 $3,747,040 $3,776,460 $3,925,440
RECURRING REVENUE EXCESS (SHORTFALL)
OVER EXPENDITURES $144,287 $116,798 $189,290 $372,890 ($87,990) ($250,160) ($434,320)
NON-RECURRING (ONE-TIME)
REVENUE
Special Projects (Grants, Misc., etc.) $513,962 $577,108 $678,340 $566,180 $688,900 $583,230 $592,010
Use of Reserves (Contributions) 194,271 109,800 185,300 137,000 43,400 229,909 265,020
Non-Operating Revenue 10,368 10,855 0 0 0 0 0
TOTAL NON-RECURRING REVENUE $718,601 $697,762 $863,640 $703,180 $732,300 $813,139 $857,030
EXPENDITURES
Public Works $639,700 $589,891 $877,950 $704,650 $750,210 $869,560 $949,670
Non-Operating Expenditures - Transfers 178,989 171,851 269,360 243,740 164,290 663,610 305,710
TOTAL NON-RECURRING EXPENDITURES $818,689 $761,742 $1,147,310 $948,390 $914,500 $1,533,170 $1,255,380
NON-RECURRING REVENUE EXCESS ($100,088) ($63,980)| ($283,670) ($245,210) ($182,200) ($720,031) ($398,350)
(SHORTFALL) OVER EXPENDITURES
POTENTIAL BEGINNING BUDGETARY FUND BALANCE $323,503 $367,702 $125,302 $420,520 $548,200 $278,010 ($692,181)
Net Recurring Revenue/Expenditure 144,287 116,798 189,290 372,890 (87,990) (250,160) (434,320)
Net Non-Recurring Revenue/Expenditure (100,088) (63,980) (283,670) (245,210) (182,200) (720,031) (398,350)
ENDING BUDGETARY FUND BALANCE $367,702 $420,520 $30,922 $548,200 $278,010 ($692,181) ($1,524,851)
AUDITED  AUDITED ADOPTED REVISED ADOPTED
BUDGETARY BASIS FY 10-11 FY 11-12 FY 12-13 FY 12-13 FY 13-14 FY 14-15 FY 15-16
RESERVED BALANCES, Beginning of Year $1,666,481  $1,955,559 $2,264,689 $2,543,673 | $2,769,663 $2,182,833 $2,068,034
Contributions to Reserves
Revenue Received (1) $74,064 $13,144 $4,770 $4,770 $5,660 $6,580 $7,520
Contributions 67,403 71,215 90,000 90,000 100,000 110,000 110,000
Total Contribution to Reserves $141,467 $84,359 $94,770 $94,770 $105,660 $116,580  $117,520
SDC net activity (2) 341,881 613,555 (543,030) 268,220 (649,090) (1,470) (71,040)
Total Increase to Reserves $483,348 $697,914 ($448,260) $362,990 ($543,430) $115,110 $46,480
Use of Reserves
Public Works (Vehicle-Assigned) $126,963 $71,215 $185,300 $137,000 $43,400  $212,750  $265,020
Total Assigned $126,963 $71,215 $185,300 $137,000 $43,400 $212,750  $265,020
Transportation Maintenance Fee (TMF) 67,308 0 0 0 0 0 0
Sustainability Initiative Fee (SIF) 0 38,585 0 0 0 0 0
In Lieu of Street Improvements (SILOP) 0 0 0 0 0 17,159 0
Total Restricted-Committed (1) $67,308 $38,585 $0 $0 $0 $17,159 $0
Total Decrease to Reserves $194,271 $109,800 $185,300 $137,000 $43,400 $229,909  $265,020
RESERVED BALANCES, End of Year $1,955,559  $2,543,673 $1,631,129 $2,769,663 | $2,182,833 $2,068,034 $1,849,494
Ending Reserve Balance by Type
RESTRICTED $1,592,746  $2,206,301 $1,370,546 $2,474,521 | $1,825,431 $1,823,961 $1,752,921
COMMITTED 91,146 65,705 $84,216 70,475 76,135 65,556 73,076
ASSIGNED 271,666 271,666 $176,366 224,666 281,266 178,516 23,496
$1,955,559  $2,543,673 $1,631,129 $2,769,663 | $2,182,833 $2,068,034 $1,849,494

(1) Revenue contributions and "use of reserves" for TMF, SIF and SILOP are shown as "net" in the appropriate section above since they will typically
be close to zero unless not fully expended in a given year.
(2) SDC activity is expressed in net and not included on presentation page, which is for the operating fund component only.
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9-1-1 EMERGENCY COMMUNICATIONS FUND SUMMARY

SERVICE HIGHLIGHTS

The 9-1-1 Emergency Communication and Dispatch Service is a centralized, county-wide 9-1-1 call reception and dispatching
operation which is staffed 24 hours per day by one supervisor and 17 state-certified telecommunicators, who are members of the
Corvallis Regional Communications Center Association (CRCCA) bargaining unit and providing emergency dispatch services for
seven fire agencies (Corvallis, Philomath, Monroe, Adair Village, Alsea, Blodgett-Summit and Kings Valley-Hoskins) plus three
law enforcement agencies (Corvallis, Philomath and Benton County Sheriff). The Center also furnishes after-hours paging and
dispatch services for Oregon State Forestry, and Benton County Public Works Department. Call reception and dispatch services
are provided for each of the Fire Department's emergency medical service operations with ambulance service provided county-
wide by the Corvallis Fire Department. The goal of the 9-1-1 program is to dispatch emergency services within one minute of call
receipt. The Center operates an enhanced 9-1-1 system and 9-1-1 Cellular Mapping with costs of system maintenance
improvements all being reimbursed by the State

FINANCIAL PLANNING ISSUES

The 9-1-1 program is managed and operated by the City of Corvallis Police Department. Funding for the 9-1-1 program is
derived from state telephone tax revenues, user agency contributions, service contracts, and federal or state grants as available.
Telephone tax revenues have declined and this revenue stream is vulnerable to diversion away from local centers; past legislative
sessions have included diversion of interest and 9-1-1 taxes.

The 9-1-1 User Group charges are assessed via a cost sharing formula (payments made by agencies for the use of the system) in
order to maintain basic service levels as well as fund viability. The primary funding source for these governmental agencies,
including Corvallis Police and Fire, comes from property tax monies. In the long-term, cost sharing support from government
agencies could be affected by state-wide property tax limitation measures. In FY 11-12, the 911 User Board hired a consultant to
conduct a feasibility study for a taxing district model to potentially stabilize future funding for 9-1-1 operations. A
recommendation was made by the consultant to staff (via a report and presentation) to establish a funding district. Work is
continuing on the feasibility of a 9-1-1 service district, but no assumptions for establishment of a setvice district have been
included in the current financial plan.

The 9-1-1 Master Plan was updated over five years ago. Some recommendations have been implemented and improvements
made, however all remaining recommendations require additional funding.

Personnel services (salaries plus benefits) represent over 84% of budgeted operating costs in the 9-1-1 Fund for the Adopted
Budget in FY 13-14. The CRCCA union’s contract was not yet settled at time of Budget Adoption, therefore contractual impacts
have not been incorporated herein.

Next Generation 9-1-1 technology continues to emerge, presenting opportunities to enhance public safety response. Technologies
anticipated over the next seven years are the continuation of advancements in cellular phone mapping and location systems; video
and texting 9-1-1 which is currently being examined by National and State Committees; and large geographical interoperable radio
communications. Specific impacts to the Fund are unknown at this time, yet it is recognized that any new infrastructure will bring
maintenance and potentially significant replacement expenses

APPROPRIATE ENDING BUDGETARY FUND BALANCE

The City’s current Financial Policies state that the Finance Director shall recommend an appropriate ending budgetary fund
balance each year for each fund. The 9-1-1 Emergency Communications Fund is projected to end FY 13-14 with an operating
fund balance equal to approximately 2% of the FY 13-14 current revenues.

The 9-1-1 User’s Group meets several times each year to discuss operations and the status of the Fund. The User’s Group has
developed a strategy such that user fees will be adjusted, avoiding significant increases and spikes where possible, in combination
with funding approved projects, to attain and maintain a fund balance of not less than $75,000 in the three-year planning window,
without placing undue burden on the property-tax paying entities which comprise the User Group. However, due to flat or
declining revenues and the known increases in personnel setvice costs, unless the historical norming average is attained, the
recommended fund balance is currently not expected to be maintained throughout the planning period.
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9-1-1 EMERGENCY COMMUNICATIONS FUND

AUDITED AUDITED | ADOPTED REVISED | ADOPTED
BUDGETARY BASIS FY 10-11 FY 11-12 FY 12-13 FY 12-13 FY 13-14 FY 14-15 FY 15-16
BEGINNING BUDGETARY FUND BALANCE $408,524 $417,013 $313,043 $324,390 $220,620 $146,480 $126,510
REVENUES
Charges for Service $939,405 $927,582 $982,280 $982,280 $1,064,280 $1,168,420 $1,203,470
Intergovernmental 1,183,433 1,174,100 1,172,850 1,162,820 1,164,120 1,183,550 1,206,140
Miscellaneous 4,123 5,390 3,430 4,800 3,580 1,160 1,370
TOTAL REVENUES $2,126,961  $2,107,072 | $2,158,560  $2,149,900 $2,231,980  $2,353,130  $2,410,980
EXPENDITURES
Police $2,026,177  $2,123,625 | $2,177,200 $2,171,430 $2,320,330  $2,282,050 $2,511,260
Transfers Out 77,940 51,070 62,240 62,240 90,510 95,040 99,790
Contingencies 0 0 43,450 0 45,240 0 0
TOTAL EXPENDITURES $2,104,117  $2,174,695 | $2,282,890  $2,233,670 $2,456,080  $2,377,090  $2,611,050
REVENUE EXCESS (SHORTFALL) OVER EXPENDITURES $22,844 ($67,623)| ($124,330) ($83,770) ($224,100) ($23,960)  ($200,070)
RESERVED BALANCES, Beginning of Year $209,218 $223,574 $248,574 $248,574 $268,574 $218,574 $238,574
FUND BALANCE (Including Reserved), End of Year $640,587 $572,964 $437,287 $489,194 $265,094 $341,094 $165,014
LESS: RESERVED BALANCES
ASSIGNED $223,574 $248,574 $268,574 $268,574 $218,574 $238,574 $128,574
ENDING BUDGETARY FUND BALANCE $417,013 $324,390 $168,713 $220,620 $46,520 $102,520 $36,440
HISTORICAL NORMING ADJUSTMENT 28,060 71,900 23,990 20,390
POTENTIAL ENDING BUDGETARY FUND BALANCE $417,013 $324,390 $168,713 $248,680 $146,480 $126,510 $56,830
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DEVELOPMENT SERVICES FUND SUMMARY

SERVICE HIGHLIGHTS

The Development Services Fund provides resources for plan review and inspection of building construction projects, nuisance
abatement, and providing public information related to development activity. Revenues are from fees charged for issuance of
building permits and services performed, such as plan reviews.

FINANCIAL PLANNING ISSUES

Revenues vary with the rate of development activity. Commercial construction, driven primarily by OSU and Good Samaritan
Health Services, has increased over the past few years; residential permit activity, although not back to pre-2007 highs, had a slight
uptick in the first half of FY 12-13. The 40+ unit Alexandet/Seavey Meadows project has provided some improved activity, but
residential construction is still forecast to remain somewhat slow in comparison to pre-2007. There are a number of commercial
projects in the works that should help sustain reasonable levels of revenue-generating activity. In FY 10-11 and FY 11-12, permit
revenues and charges for setvices exceeded forecasts significantly, due to commercial construction activities. Staff anticipates that
permit and plan review receipts for FY 12-13 and FY 13-14 will come in close to FY 09-10 levels, and continue to increase as
construction activity rebounds.

Aside from activity levels in residential and commercial construction permits, the division received Council approval for a Service
Enhancement Review Fee (SERF). The SERF is being implemented incrementally over a three (3) year period which began in
January 2011. Revenue projections in the financial plan reflect best conservative estimates of the SERF, adding around $220,000
annually by the end of 2013. As part of the SERF, a reorganization of Development Services staff is also underway. As part of
this reorganization, 2.75 FTE that were previously authorized but unfunded have been added back to the FY 13-14 Personnel
Services budget; this action has resulted in a significant increase in costs for FY 13-14 and the out years.

Fees collected are required by state law to be used for the administration and enforcement of the inspection and plan review
programs. Fees are generally set to recover the cost of providing these services and are periodically reviewed and adjusted to
insure that cost recovery is being maintained. Licenses & Permits revenue is for building permits. Charges for Services revenue is
for plan reviews which are generally conducted prior to permit issuance for large remodeling projects or new construction. The
State Building Codes Division mandates that all jurisdictions use the same fee methodologies. In addition, staff conducted a
comprehensive fee analysis and raised fees in several areas in an attempt to better recover costs. This increase received
stakeholder support and was necessary to continue with existing service levels.

Accuracy of revenue and expenditure forecasting becomes difficult in the context of the issues outlined below:

e FEconomic conditions and lackluster single-family housing starts.

e Determining and managing for the appropriate staff levels to respond to service demands, with the flexibility to provide all
required services when large construction/development projects are presented.

e Funding future code enforcement mandates from the state or federal government, such as with new efforts relating to
sustainable construction practices as promoted by the Governor’s Climate Change Initiative.

e Implementing technological tools which provide enhancements to customer service and gain efficiencies in staffing (for
example, this type of impact is highlighted by the FY 13-14 increase in the Development Services Financial Plan when
compared to FY 12-13 and FY 14-15).

e Training staff in new codes and new technologies.

e Hiring and retaining qualified employees.

APPROPRIATE ENDING BUDGETARY FUND BALANCE

The City’s current Financial Policies state that the Finance Director shall recommend an appropriate ending budgetary fund
balance each year for each fund. The Development Services Fund is currently projected to end FY 13-14 with an operating fund
balance equaling approximately 8.36% of the FY 13-14 current revenues. Included in each yeat's fund balance are funds paid in
one fiscal year for services which will be provided in the following fiscal year. Strategies continue to be developed to ensure that
the fund maintains a positive balance through this continued economic downturn.
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DEVELOPMENT SERVICES FUND

AUDITED AUDITED | ADOPTED REVISED ADOPTED
BUDGETARY BASIS FY10-11 FY 11-12 FY12-13 FY 12-13 FY 13-14 FY 14-15 FY 15-16
BEGINNING BUDGETARY FUND BALANCE $1,569,257 $1,495,286 $766,426  $1,371,850 | $1,024,330 $835,350 $559,880
REVENUES
Licenses, Fees & Permits $1,019,673 $1,068,832 | $1,086,350 $1,143,450 | $1,143,450 $1,165480 $1,187,940
Charges for Services 897,620 1,141,931 1,153,370 1,234,120 1,334,070 1,340,350 1,367,150
Miscellaneous 10,230 11,768 7,670 8,240 6,790 810 240
Transfers In 218,390 118,390 118,390 118,390 118,390 118,390 118,390
TOTAL REVENUES $2,145,913 $2,340,922 | $2,365,780  $2,504,200 | $2,602,700  $2,625,030 $2,673,720
EXPENDITURES
Community Development $1,945,554 $2,416,197 | $2,822,700 $2,762,920 | $3,274,050 $3,059,740 $3,169,920
Transfers Out 274,330 48,160 88,800 88,800 85,470 89,740 94,230
Contingencies 0 0 50,000 0 50,000 0 0
TOTAL EXPENDITURES $2,219,884 $2,464,357 | $2,961,500  $2,851,720 | $3,409,520  $3,149480 $3,264,150
REVENUE EXCESS (SHORTFALL) OVER EXPENDITURES  ($73,971) ($123435)] ($595,720)  ($347,520)| ($806,820)  ($524450) ($590,430)
RESERVED BALANCES, Beginning of Year $0 $0 $0 $0 $0 $0 $0
FUND BALANCE (Including Reserved), End of Year $1,495,286 $1,371,850 $170,706  $1,024,330 $217,510 $310,900 ($30,550)
LESS: RESERVED BALANCES
ASSIGNED $0 $0 $0 $0 $0 $0 $0
ENDING BUDGETARY FUND BALANCE $1,495,286  $1,371,850 $170,706  $1,024,330 $217,510 $310,900 ($30,550)
HISTORICAL NORMING ADJUSTMENT $291,200 $326,640 $248,980 $211,630
POTENTIAL ENDING BUDGETARY FUND BALANCE $1,495,286  $1,371,850 $170,706  $1,315,530 $835,350 $559,880 $181,080
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COMMUNITY DEVELOPMENT REVOLVING FUND SUMMARY

SERVICE HIGHLIGHTS

The CD Revolving Fund supports the activities of the Community Development Department’s Housing Division, providing
housing and other community development assistance programs. The fund consists of both existing resources (monies from prior
year loans that are paid back) and resources from the U.S. Department of Housing and Urban Development (HUD) through their
Community Development Block Grant (CDBG) program and the HOME Investment Partnerships program.

The CDBG and HOME programs, in conjunction with resources from the existing CD Revolving Fund, support two housing
rehabilitation loan programs, two home ownership assistance loan programs, and other community projects and human service-
focused activities that are identified through an annual activity planning process. The Housing Division also delivers the Rental
Housing Program which is funded by a fee assessment on rental units.

FINANCIAL PLANNING ISSUES

A portion of the funding that supports the current housing loan programs was derived from past state and federal grant
programs. Funds recycle to the City through repayment of various types of housing loans. Because of the origins of this funding,
its reuse is limited to supporting activities that are CDBG eligible. Ongoing funding from HUD’s CDBG and HOME programs
carry the same or similar sets of limitations and in some cases are more restrictive.

HUD's commitment of funding to the City of Corvallis CDBG and HOME programs has declined significantly in recent years.
To help a diminishing balance in the CD Revolving Fund, and with uncertainty about future HUD resources, especially in light of
the current federal sequestration, annual budgets will attempt to target recycling uses as the predominant pattern for expenditures
of both CDBG and HOME, as well as of non-federal resources. Additionally, the non-CDBG/HOME resoutces will be used as a
secondary source of program support in coming years rather than a primary source, filling in behind CDBG and HOME
resources where needed, or where those programs are limited due to the timing or federal eligibility of proposed activities or
reductions in amounts of federal funding. This strategy should allow the City to rebuild the fund balance of the CD Revolving
Fund over time and in turn allow the City to maintain a long-term program and a hedge against continuing future declines in or
elimination of federal funding.

Increasing program delivery costs coupled with a relatively rapid decline in federal resources since FY 10-11 have brought FY 12-
13 and projected FY 13-14 revenues and expenditures much closer than in past years, such that in FY 12-13, it is anticipated that
a one-year interfund loan from the Development Services Fund will be needed to maintain a positive year-end fund balance.
Strategies to mitigate expenditures exceeding available resources going forward include placing stricter controls on expenditure
timing, seeking supplemental sources of program revenues, identifying additional cost saving measures, and redesigning loan
programs to speed up and increase loan repayment revenues.

The focus of the Housing Division and the CD Revolving Fund over the near term will be:

e Implementation of planning, program delivery, and program management aspects of the City's federally funded CDBG and
HOME programs. Federal grant allocations for these programs vary each year.

e Continuation of current home purchase assistance and rehabilitation programs.

e Continuation of the Rental Housing Program, which includes enforcement of the Rental Housing Code.

APPROPRIATE ENDING BUDGETARY FUND BALANCE

The City’s current Financial Policies state that the Finance Director shall recommend an appropriate ending budgetary fund
balance each year for each fund. While the CD Revolving Fund financial plan on the facing page reflects a small positive fund
balance for revised FY 12-13, subsequent to Adopting the Budget an interfund loan will need to be established in order to actually
achieve a positive fund balance at year-end. Despite this circumstance, the Fund is expected to recover and end FY 13-14 with a
balance equaling approximately 0.87% of the current revenues.
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COMMUNITY DEVELOPMENT REVOLVING FUND

AUDITED AUDITED | ADOPTED REVISED | ADOPTED
BUDGETARY BASIS FY 10-11 FY 11-12 FY 12-13 FY12-13 FY13-14 FY 14-15 FY 15-16
BEGINNING BUDGETARY FUND BALANCE $975,300 $51,937 ($27,343) $63,794 $13,914 $128,524  ($221,696)
REVENUES
Licenses, Fees & Permits $116,220 $129,248 | $131,670 $133,000 $156,000 $150,480 $166,725
Charges for Service $5,000 $5,000 $5,000 $5,000 $5,000 $5,000 $5,000
Intergovernmental $1,015,560 $1,306,737 | $2,967,410 $745,910 | $2,578,000 $806,510 $854,200
Fines & Forfeitures 476 536 2,300 2,300 2,100 2,100 2,100
Miscellaneous 244,918 256,613 359,420 400,400 469,100 261,900 276,950
TOTAL REVENUES $1,382,174 $1,698,134 | $3,465,800 $1,286,610 | $3,210,200 $1,225,990 $1,304,975
EXPENDITURES
Community Development $2,216,117 $1,675,207 | $3,305,250 $1,315,450 | $3,141,770 $1,641,900 $1,505,780
Transfers Out 89,420 13,600 21,040 21,040 23,710 24,900 26,150
Contingencies 0 0 31,950 0 30,760 0 0
TOTAL EXPENDITURES $2,305,537 $1,688,807 | $3.358,240 $1,336,490 | $3,196,240 $1,666,800 $1,531,930
REVENUE EXCESS (SHORTFALL) OVER EXPENDITURE! ($923,363) $9,327 | $107,560 ($49,880) $13,960 ($440,810) ($226,955)
RESERVED BALANCES, Beginning of Year $2,530 $2,530 $0 $0 $0 $0 $0
FUND BALANCE (Including Reserved), End of Year $54,467 $63,794 $80,217 $13,914 $27,874  ($312,286) ($448,651)
LESS: RESERVED BALANCES
ASSIGNED $2,530 $0 $0 $0 $0 $0 $0
ENDING BUDGETARY FUND BALANCE $51,937 $63,794 $80,217 $13,914 $27,874  ($312,286) ($448,651)
HISTORICAL NORMING ADJUSTMENT $73,570 $100,650 $90,590 $77,000
POTENTIAL ENDING BUDGETARY FUND BALANCE $51,937 $63,794 $80,217 $87,484 $128,524  ($221,696) ($371,651)
RESOURCES & REQUIREMENTS
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PARKING FUND SUMMARY

SERVICE HIGHLIGHTS

Operations in the Parking Fund support activities performed by the Police Department and Municipal Court on parking
enforcement and activities performed by Public Works, including maintenance of parking meters and Downtown parking lots,
collection of parking meter revenues and management of residential parking districts. Staff also supports the Parking Committee
of the Downtown Commission, which is charged with advising the City Council on downtown parking system management.

Digital parking meters have been installed throughout the city resulting in far fewer meter malfunctions than in the past. Pay
stations are installed where feasible to provide more efficient control of parking spaces than individual meters and to reduce the
visual clutter. The City responds quickly to replace and/ot repair damaged or stolen parking metets ot pay stations.

Residential parking districts north and east of the OSU campus were created to control the level of non-resident parking on these
streets. Commuter ‘spillover’ parking from campus can monopolize the available spaces and add unnecessary congestion to
residential neighborhoods. Working with campus representatives in recent months through the OSU Collaboration process, staff
continues to seck solutions to this issue and the likely additional parking pressure that will result from the increase in the student
population predicted in the OSU 2025 plans.

FINANCIAL PLANNING ISSUES

Downtown parking is perceived as a problem by some merchants, shoppers, and businesses located in that section of the City. As
such, requests for improvements to downtown parking have often been made. However, current funding streams do not provide
adequate revenues during the three-year planning period both to maintain the level of service presently provided and to
implement any significant improvements, particularly in view of current Council priorities related to near-campus parking issues.
In that regard, $300,000 has been appropriated in the Public Works budget to potentially implement Collaboration Corvallis
recommended strategies around the OSU campus.

Despite the noted perception that customer parking is limited in downtown, the results of a third-party study show that parking
availability is more than adequate. Even with this information, business owners remain concerned about the impact on their
businesses from the perception of inadequate parking and have requested more patking in the core. The availability of vacant land
for either surface parking or a parking structure is limited and very expensive. Developing new patking options will thus be costly.

Responding to the increased use of alternative transportation modes, the City installed bicycle lockers at the Transit Center. These
facilities proved to be quite popular, with a waiting list for future rentals. More lockers were purchased to meet this demand and
to further promote and encourage bicycles as a viable transportation mode. While the Parking Fund is currently carrying a sizeable
fund balance, future additions of this nature will need to be balanced against the demands for enhanced automobile parking which
is significantly more costly.

The Parking Plan, completed over ten years ago, is due for an update to reflect the changes in usage patterns in the last several
years with the expanded retail and restaurant development in the downtown. Based on discussions at the Parking Committee, the
cost of this project would currently outweigh the benefits and therefore it is on hold until a significant issue develops in the
downtown that would result in a greater benefit.

Due to a growing community interest in the use of electric vehicles, several of these stations are scheduled to be constructed by
year-end FY 12-13 as part of the Capital Improvement Program. Providing the means to charge these vehicles supports the City’s
sustainability goals and the City Council’s work on an Energy and Transportation Strategy. Ongoing funding for this initiative
needs to be balanced with existing programs. Grants and other funding mechanisms will be sought to help with this effort.

APPROPRIATE ENDING BUDGETARY FUND BALANCE

The City’s current Financial Policies state that the Finance Director shall recommend an appropriate ending budgetary fund
balance each year for each fund. The Parking Fund is projected to end FY 13-14 with an operating fund balance equal to
approximately 28.40% of the FY 13-14 cutrent revenues. The recommended minimum fund balance for this fund is $50,000. Any
funds over that amount would be available for capital improvements, including land acquisition for parking,.
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PARKING FUND

AUDITED AUDITED | ADOPTED REVISED | ADOPTED
BUDGETARY BASIS FY 10-11 FY11-12 FY 12-13 FY12-13 FY 13-14 FY14-15 FY 15-16
BEGINNING BUDGETARY FUND BALANCE $789,501 $835,890 $875,510 $931,083 $895,563 $277,823 $259,983
REVENUES
Licenses, Fees & Permits $17,758 $18,173 $25,000 $25,000 $25,000 $25,000 $25,000
Charges for Services $167,438 $186,850 187,170 187,170 187,310 189,190 191,090
Fines & Forfeitures $411,983 $423,111 450,000 442,000 450,000 450,000 450,000
Miscellaneous $5,012 $7,795 3910 5,810 4,790 780 840
TOTAL REVENUES $602,191 $635,929 $666,080 $659,980 $667,100 $664,970 $666,930
EXPENDITURES
Community Development $3,528 $3,925 $4,050 $4,050 $4,220 $4,230 $4,410
Finance 112,029 128,179 215,420 189,250 273,220 226,950 234,480
Police 269,505 262,333 355,580 304,300 373,560 306,060 318,790
Public Works 134,100 121,579 184,280 144,210 495,330 174,050 157,540
Transfers Out 23,230 13,720 299,060 42,490 273,040 17,290 18,150
Contingencies 0 0 13,320 0 13,340 0 0
TOTAL EXPENDITURES $542,392 $529,736 | $1,071,710 $684,300 | $1,432,710 $728,580 $733,370
REVENUE EXCESS (SHORTFALL) OVEREXPENDITURE!  $59,799  $106,193 | ($405,630) ($24,320)| ($765,610) ($63,610)  ($66,440)
RESERVED BALANCES, Beginning of Year $95,908 $109,408 $120,408 $120,408 $131,608 $72,078 $59,198
FUND BALANCE (Including Reserved), End of Year $945,298 $1,051,491 $590,288 $1,027,171 $261,561 $286,291 $252,741
LESS: RESERVED BALANCES
COMMITTED $37,323 $37,323 $37,323 $37,323 $37,323 $37,323 $37,323
ASSIGNED 72,085 83,085 43,155 94,285 34,755 21,875 32,575
ENDING BUDGETARY FUND BALANCE $835,890 $931,083 | $509,810  $895,563 $189,483  $227,093 $182,843
HISTORICAL NORMING ADJUSTMENT $38,460 $49,880 $32,890 $27,960
POTENTIAL ENDING BUDGETARY FUND BALANCE $835,890 $931,083 $509,810 $934,023 $277,823 $259,983 $210,803
RESOURCES & REQUIREMENTS
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TRANSIT FUND SUMMARY

SERVICE HIGHLIGHTS

The main operation in the Transit Fund is for the eight regular transit routes that operate Monday through Saturday, and a variety
of limited-service commuter and seasonal routes. These routes provide houtly or half-hourly service to the community. Ridership
patterns are evaluated periodically and adjustments are made to routes and schedules to meet customer needs. In keeping with the
Council’s sustainability goal, all transit buses use biodiesel, a more environmentally friendly fuel source. Paratransit service is
contracted by the City, for disabled persons who are unable to use the fixed-route system, and is mandated by the federal
government to be offered the same days, hours, and geographical area as the fixed-route service.

The Transit Center in Downtown Corvallis increases route efficiencies and facilitates transfers between routes. Adequate space is
provided for the Corvallis Transit System, the Philomath Connection, the Linn-Benton Loop and the 99 Express, which provides
service north to Adair Village. The Center also has bike lockers and racks, which encourage the use of multiple modes to reach a
transportation destination.

The Associated Students of Oregon State University (ASOSU), through a partnership with the City, contributes the majority of
the funding for a popular, well-used late-night bus service on Thursday, Friday and Saturday during the OSU academic school
yeat.

The Corvallis Transit Service (CTS) is a fareless system; customers ride the in-city buses without having to show a pass or pay a
fee. This approach provides for more efficient loading of passengers and helps buses stay on time. In the two years since
implementation of fareless transit service, CTS has recorded a total 44% increase in ridership, with more than a million rides
provided in FY 11-12, and on track to be more than a million in FY 12-13 as well. The addition of the Transportation Operations
Fee (TOF) that citizens are charged on their City Services bills which helped afford the fareless service, also made it possible,
beginning in September 2012, to introduce several route and schedule enhancements. All enhancements were designed to ease
overcrowding on busy routes, help with on-time performance, and provide direct service to parts of the City that previously did
not have service. OSU and 509] School District have also contributed funding toward further enhancements of routes which
directly benefit their students, faculty and staff.

FINANCIAL PLANNING ISSUES

Sources of funding such as state grants, Business Energy Tax Credits (BETC), and the above referenced TOF help to support the
base level transit service.

The BETC program is scheduled to sunset in FY 13-14, with no additional costs eligible to be funded. The elimination of this
funding source, which provided up to $500,000 per year in operating monies, may lead to an eventual need for reductions in
service level, and additionally could impact availability of match funds for federal grants. However, provided the TOF remains a
robust resoutce, fund balance projections suggest that no reductions should be anticipated through at least FY 15-16.

The City’s participation in the Corvallis Area Metropolitan Planning Organization (CAMPO) results in significant grant funding
for CTS. However, future regional transportation system needs may impact grant funds available to the City.

Service level is directed by users, the growth of the community and the requirements of the Americans with Disabilities Act
(ADA). As the community grows, transit, as an alternative to the single-occupancy vehicle, serves to help relieve congestion and
parking issues, supports sustainability efforts, and provides mobility for low-income, eldetly or disabled members of the
population. Providing a level and quality of service that will meet all of these demands in a climate of unstable revenue sources for
transit service may nevertheless remain a challenge.

APPROPRIATE ENDING BUDGETARY FUND BALANCE

The City's Financial Policies state that the Finance Ditrector shall recommend an appropriate ending budgetaty fund balance each
year for each fund. The Transit Fund is currently projected to end FY 13-14 with an operating fund balance equaling
approximately 42.19% of the FY 13-14 current revenues.
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TRANSIT FUND

AUDITED AUDITED ADOPTED REVISED | ADOPTED
BUDGETARY BASIS FY 10-11 FY 11-12 FY12-13 FY 12-13 FY13-14 FY 14-15 FY 15-16
BEGINNING BUDGETARY FUND BALANCE $136,087 ($140,648) $321,262 $458,747 | $1565,737  $2,043,911 $2,491,993
REVENUES
Property Taxes $77,641 $0 $0 $0 $0 $0 $0
Licenses, Fees & Permits 388,430 1,035,285 1,173,900 1,173,900 1,192,690 1,192,690 1,192,690
Charges for Services 335,536 196,337 223,610 225,960 225,960 227,670 229,400
Intergovernmental 980,984 1,180,516 2,352,950 1,863,450 2,785,170 1,618,110 1,666,650
Fines & Forfeitures 286 67 0 0 0 0 0
Miscellaneous 186,616 806,552 772,500 1,283,620 184,900 187,980 193,400
Other Financing Sources (Uses) 21,764 0 0 0 0 0 0
TOTAL REVENUES $1,991,258 $3,218,757 | $4,522,960 $4,546,930 | $4,388,720 $3,226,450 $3,282,140
EXPENDITURES
Public Works $2,449,073 $2,607,742 | $4,080,490 $3,463,980 | $4,021,090 $2,806,820 $2,930,160
Transfers Out 268,920 11,620 12,140 12,140 16,860 17,700 18,590
Contingencies 0 0 77,130 0 87,770 0 0
TOTAL EXPENDITURES $2,717,993 $2,619,362 | $4,169,760  $3,476,120 | $4,125,720  $2,824,520 $2,948,750
REVENUE EXCESS (SHORTFALL) OVER EXPENDITURE! ($726,735) $599,395 $353,200 $1,070,810 $263,000 $401,930 $333,390
RESERVED BALANCES, Beginning of Year $661,061 $211,061 $211,061 $211,061 $174,881 $152,211 $202,311
FUND BALANCE (Including Reserved), End of Year $70,413 $669,808 $885,523  $1,740,618 | $2,003,618 $2,598,052 $3,027,694
LESS: RESERVED BALANCES
ASSIGNED $211,061 $211,061 $172,001 $174,881 $152,211 $202,311 $189,031
ENDING BUDGETARY FUND BALANCE ($140,648) $458,747 $713,522  $1,565,737 | $1,851,407  $2,395741 $2,838,663
HISTORICAL NORMING ADJUSTMENT $0 192,504 96,252 48,126
POTENTIAL ENDING BUDGETARY FUND BALANCE ($140,648) $458,747 $713,522  $1,565,737 | $2,043,911  $2,491,993 $2,886,789
RESOURCES & REQUIREMENTS
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2011 OPERATING LEVY FUND

SERVICE HIGHLIGHTS

Property taxes levied by the City for operations are accounted for in the General Fund. As patt of the effort to maintain a positive
fund balance in FY 11-12 and future years, the City Council introduced a $.45 per $1,000 of assessed value local option tax levy to
City of Corvallis voters in May 2011, to fund specific services. The three-year levy passed and went into effect July 1, 2011.

The tax revenue from this levy is restricted to specific General Fund operations of: the Library, the Osborn Aquatic Center and
the Chintimini Senior Center, as well as for allocations to social service agencies. Among these uses, distribution of the revenue is
restricted in the following manner:

e 23.03% of the levy each year toward year-round operation of the Osborn Aquatic Center, including programs such as
swimming lessons, therapy classes, youth special needs classes, water safety, high school swim practice, swim meets,
fitness classes, and lap swimming;

e 17.22% of the levy each year for year-round operation of the Chintimini Senior Center, including programs such as
senior meals, health and fitness, life-long learning classes, support groups, tax aide assistance, and volunteer recruitment
and coordination;

e 11.79% of the levy each year for year-round Library open hours on Mondays;

e 42.22% of the levy each year for operation of the Corvallis-Benton County Public Library, including the acquisition of
books, periodicals, and other library materials; and programs such as preschool reading readiness services for families
and child care providers; and volunteer recruitment and coordination.; and

e 5.74% of the levy each year for funding social service programs that provide emergency or transitional assistance, such
as aid in obtaining food, water, shelter, warmth, clothing, safety, acute health care, or access to information about
obtaining this assistance.

The levy fund presentation includes financial data for the revenue received from the levy as well as how that revenue is
transferred out to various departments in the General Fund.

FINANCIAL PLANNING ISSUES

Since Oregon voters approved Measure 50 in 1997, local governments and special districts in Oregon have not been permitted to
ask voters for increases in permanent property tax rates. Increases in the assessed value of property are capped at 3 percent per
year, with some exceptions such as for new construction. When a permanent rate of a local government does not provide enough
revenue to meet estimated expenditures, local governments may raise property taxes above their permanent rates only by voter
approval of a local option levy. The levy rate approved by City of Corvallis voters in May 2011 is now estimated to raise
approximately $1,808,061 in FY 11-12, $1,816,370 in FY 12-13, and $1,870,860 in FY 13-14 or a total of $5,495,291 for all three
years assuming growth in assessed value of 3.0% in the final year. However, the nationwide recession has pushed the market value
of housing downward throughout the City of Corvallis and this overall rate of growth may not be achieved. Should actual growth
in assessed value be higher than projected, balances will be restricted on the same ratio as the levy for funding these services in
future years.

With declining revenues, the ability to meet citizen demands for new, expanded, or existing service levels will be difficult. Given
that the 2011 operating levy is limited to a three-year duration, and unless it is renewed by voters, the City’s legal requirement to
adopt a balanced budget means that the City will either need to reduce services or find an alternative revenue stream in order to
attain a positive General Fund balance once the levy expires.

APPROPRIATE ENDING BUDGETARY FUND BALANCE

The City’s Financial Policies state that the Finance Director shall recommend an appropriate ending budgetary fund balance each
year for each fund. The 2011 Operating Levy Fund is projected to end FY 13-14 with an operating fund balance equal to the
recommended fund balance for this fund of $0. Any funds over that amount would be available in future years for the restricted
uses as specified in the operating levy ballot measure.
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2011 OPERATING LEVY FUND

AUDITED AUDITED | ADOPTED REVISED | ADOPTED

BUDGETARY BASIS FY 10-11 FY 11-12 FY 12-13 FY 12-13 FY 13-14 FY 14-15 FY 15-16
BEGINNING BUDGETARY FUND BALANCE $0 $0 $0 $0 $0 $0 $0
REVENUES
Property Taxes - Levy Related $0 $1,808,061 | $1,861,240 $1,816,370 | $1,870,860 $0 $0
TOTAL REVENUES $0  $1,808,061 | $1,861,240 $1,816,370 | $1,870,860 $0 $0

EXPENDITURES
NON-OPERATING TRANSFERS
Library - Monday Hours $0 $166,018 | $223,540  $223,540 $258,330 $0 $0

Library - Other Operating Costs 0 754,234 785,820 776,000 789,880 0 0
Parks & Recreation - Senior Center 0 308,200 320,510 315,930 322,160 0 0
Parks & Recreation Aquatics 0 412,200 428,640 422,510 430,860 0 0
Non-Departmental - Social Services 0 102,870 106,840 105,170 107,390 0 0
TOTAL EXPENDITURES $0  $1,743,522 | $1,865,350 $1,843,150 | $1,908,620 $0 $0
REVENUE EXCESS (SHORTFALL) OVER EXPENDITURE! $0 $64,539 ($4,110)  ($26,780) ($37,760) $0 $0
RESERVED BALANCES, Beginning of Year $0 $0 $27,430 $64,539 $37,760 $0 $0
FUND BALANCE (Including Reserved), End of Year $0 $64,539 $23,320 $37,759 $0 $0 $0
LESS: RESERVED BALANCES
RESTRICTED $0 $64,539 $23,320 $37,759 $0 $0 $0
ENDING BUDGETARY FUND BALANCE $0 $0 $0 $0 $0 $0 $0
Projected Transfers for Operations
Millions
o 1.5
(%)
c
c 1.0
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WATER FUND SUMMARY

SERVICE HIGHLIGHTS

The primary service in the Water Fund is to provide a safe, reliable drinking water supply. Water is taken from two surface water
sources, the Willamette River and Rock Creek, and undergoes a rigorous treatment process that results in drinking water meeting
or exceeding all state and federal water quality regulations. Treatment is conducted at the Taylor Plant, located in South Corvallis,
and the Rock Creek Plant on the east side of Mary’s Peak. Over 2.5 billion gallons of drinking water are produced each year.

To carry the water from the treatment plants to homes, schools and businesses requires over 245 miles of pipe. The City uses a
variety of preventive maintenance programs to provide virtually uninterrupted water service and to ensure that the water quality
does not deteriorate as it passes through the distribution system.

The City encourages water conservation through outreach and education programs. As a result, water usage per capita has steadily
declined over the last 10 years. Given concerns about the impact of water production on the greater environment, the City has
aggressively pursued energy-saving processes and equipment changes which reduce use of harmful or toxic chemicals in the
treatment and distribution systems.

Long-term planning for the water treatment and distribution systems ensures that water production and water quality meet the
needs of the growing community and evolving state and federal regulations. The City has master plans for the two treatment
plants and the distribution system (pipes, reservoirs, and pump stations), and these are updated approximately every 10 years.

FINANCIAL PLANNING ISSUES

The primary revenue for this fund is from the sale of water to customers. Rates are reviewed annually and adjusted by the City
Council to address operation, maintenance, and capital needs. The water demands of the community and Environmental
Protection Agency (EPA) regulations dictate the procedures and practices used to operate and maintain the whole water system,
as well as the need for major capital improvements.

The City Council, sensitive to the tight economic times, has directed staff to limit the combined rate increase in the three utility
funds to 3%. While maximizing operational efficiencies, staff’s ability to meet these guidelines is challenged by the fluctuations in
fuel and chemical costs, and increasing federal regulations. Despite these factors, which affect all water systems, Corvallis utility
charges are the lowest of eight other like-sized Oregon communities and the lowest of ten other surrounding communities as
depicted by graphs found in the department summary section of this budget document.

High Willamette River levels in recent years have accelerated the accumulation of gravel in front of the Taylor Water Treatment
Plant intake, restricting the flow. Gravel removal is very expensive and requires precision timing to ensure the river environment
is disturbed at a time that causes the least disruption to aquatic life. In the past, gravel was removed every 15-20 years, but this
frequency is no longer adequate, so this project will be assessed on an annual basis. A project to remove some gravel was
completed during the summer of 2011 and will be reassessed in the summer of 2013.

In a climate of sustainable operations, reduced water use is a community-wide goal. Total water production has decreased each of
the past three years; but less water sold means less revenue to operate and maintain the water systems. The fixed costs inherent in
water production are then recovered from a smaller base, forcing an increase in water rates that results in a neutral or higher water
bill, seemingly sending a conflicting message to those committed to conservation.

The Watershed Stewardship Plan includes projects to manage the City’s watershed forest property, on the east side of Mary’s
Peak, back to a healthy state. Revenues to accomplish these items come from the sale of timber harvested from the site. A
challenge is to meet demand for environmental improvements while responding to competing pressutes to minimize harvests.

APPROPRIATE ENDING BUDGETARY FUND BALANCE

The City’s current Financial Policies state that the Finance Director shall recommend an appropriate ending budgetary fund
balance each year for each fund. The Water Fund is projected to end FY 13-14 with an operating fund balance equaling
approximately 1.29% of the FY 13-14 current revenue. The adopted ending budgetary fund balance for FY 13-14 is below the
recommended minimum amount of $500,000, so staff will continually monitor the fund’s performance throughout the year.
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WATER FUND - COMBINED

AUDITED AUDITED | ADOPTED REVISED ADOPTED

BUDGETARY BASIS FY 10-11 FY11-12 FY 12-13 FY 12-13 FY 13-14 FY 14-15 FY 15-16
RATE INCREASE 2.00% 3.70% 2.50% 2.00% 2.00% 2.00% 2.00%
BEGINNING BUDGETARY FUND BALANCE $1,169,425 $1,261,227 $962,687 $885,438 $1,616,888 $311,263 $409,673
REVENUES
Charges for Service $8,060,594 $8,552,193 $8,620,130 $8,920,440 $8,860,100 $9,036,890 $9,217,200
Intergovernmental 46,544 17,858 0 0 0 0 0
Fines & Forfeitures 3,148 2,954 0 0 0 0 0
Miscellaneous 428,246 581,172 395,350 383,900 318,290 319,640 324,700
Other Financing Sources 2,100 0 0 2,279,600 0 0 0
Transfers In 345,369 344,558 342,740 342,740 268,240 329,260 61,890
TOTAL REVENUES $8,886,002 $9,498,735 $9,358,220  $11,926,680 $9,446,630 $9,685,790 $9,603,790
EXPENDITURES
Community Development $48,327 $49,156 $55,770 $55,720 $56,850 $57,420 $59,860
Public Works 6,806,637 7,758,700 7,840,490 7,422,700 7,675,400 7,612,680 8,169,690
Debt Service 1,009,218 1,018,798 1,021,160 24,940 966,500 977,600 166,400
Other Financing Uses/Transfers Out 734,640 922,101 1,201,450 4,008,570 2,150,760 1,100,220 1,243,300
Contingencies 0 0 194,060 0 188,930 0 0
TOTAL EXPENDITURES $8,598,822 $9,748,755 | $10,312,930  $11,511,930 | $11,038,440 $9,747,920 $9,639,250
REVENUE EXCESS (SHORTFALL) OVEREXPENDITURES  $287,180 ($250,020) ($954,710) $414,750 | ($1,591,810) ($62,130) ($35,460)
RESERVED BALANCES, Beginning of Year $4,977,525 $5,676,892 $3,762,522 $5,511,840 $5,302,530 $5,502,535 $5,623,775
FUND BALANCE (Including Reserved), End of Year $6,938,119 $6,397,279 $3,755,069 $6,919,419 $5,624,869 $5,839,729 $6,969,829
LESS: RESERVED BALANCES
RESTRICTED $5,093,422 $4,802,602 $3,106,692 $4,909,992 $5,207,247 $5,295,307 $6,267,147
ASSIGNED 583,470 709,238 337,310 392,538 295,288 328,468 333,448
ENDING BUDGETARY FUND BALANCE $1,261,227 $885,438 $311,067 $1,616,888 $122,333 $215,953 $369,233
HISTORICAL NORMING ADJUSTMENT $0 $188,930 $193,720 $192,080
POTENTIAL ENDING BUDGETARY FUND BALANCE $1,261,227 $885,438 $311,067 $1,616,888 $311,263 $409,673 $561,313
OPERATING RESOURCES AND REQUIREMENTS
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WASTEWATER FUND SUMMARY

SERVICE HIGHLIGHTS

The primary service in the Wastewater Fund is the removal and treatment of wastewater generated in the community. Treatment
is accomplished through a biological process, producing effluent discharged to the Willamette River that meets all state and
federal regulations. Two treatment facilities are located on NE Third Street. One is for domestic and industrial wastewater and the
other is the Combined Sewer Overflow (CSO) facility, used to process the excess flows from heavy or sustained rain events.

Wastewater is collected via 214 miles of pipes from homes and businesses for delivery to the plant. Preventive maintenance
programs, such as sewer cleaning and sewer line root removal, reduce service interruptions and extend collection system life.

Storm water lines that are incorrectly connected to the sanitary sewers or groundwater seepage through cracks in sewer pipes add
unnecessary volume to the sanitary system. This puts water through the treatment process that wouldn’t normally need to be
treated, as well as reduces the capacity for wastewater in the pipes. Removing this flow from the system would save treatment
costs. Areas of infiltration and/or inflow are identified by introducing smoke into the pipeline and documenting whete it escapes.
This information is then used to priotitize maintenance activities.

The City endeavors to minimize the impact of wastewater processes on the environment by aggressively pursuing energy-saving
measures, reducing use of harmful or toxic chemicals in operations, and educating the public about keeping fats, oils and grease
out of the system, the leading contributors to blocked sewer lines. In addition, the City looks for beneficial uses for “waste”
products of the treatment process, applying biosolids to agricultural fields as a soil amendment and using methane gas to heat
facilities and run some treatment processes.

FINANCIAL PLANNING ISSUES

The primary revenue for this fund is wastewater user fees. Rates are reviewed annually and adjusted by the City Council to address
operation and maintenance needs such as an adequate level of piping system maintenance to ensure the health and safety of the
community, and the uninterrupted collection of wastewater. The City Council, sensitive to the tight economic times, directed staff
to limit the combined rate increases in the three utility funds to 3%. As efficiencies in processes occur, this guideline is a bigger
challenge due to expenditure increases exceeding 3% from a growing community, inflation in materials costs and more stringent
federal regulations. Despite such influences, which are affecting all wastewater systems, Corvallis utility charges ate the lowest
compared to eight other like-sized Oregon communities and the lowest compared to ten other surrounding communities as
depicted by graphs found in the department summary section of this budget document.

The City's National Pollutant Discharge Elimination System (NPDES) permit and EPA wastewater regulations require expanded
maintenance, operation, and capital expenditures. The NPDES permit is renewed every five years, and the requirements of the
permit affect operations, lab monitoring, and records. More stringent requirements have been included in the latest permit from
regulations establishing total maximum daily pollutant levels (TMDL) to the Willamette. Additional facilities and changes to
processes (i.e., wastewater reuse) will be required to achieve the pollutant limits stipulated in the permit. The City is conducting a
public information and education process about ways to address these and other regulations on toxic removal that are on the
horizon. Feedback gathered through this process will be used by the City Council to select a preferred solution. Information
gathered to date suggests that likely alternatives project costs could range from $15 to $40 million. There is not sufficient capacity
within the Fund to absorb this size of expenditure, so debt will be issued to provide the money necessary to construct the solution
in the next 1-2 years. Staff will seek other funding opportunities and partnerships, but utility rates will be impacted as well.

Wastewater charges are calculated from water consumption amounts. As discussed under the Water Fund, consumption is steadily
decreasing, which also reduces the wastewater revenue generated. Thus, recovery of fixed charges inherent in wastewater systems
is on a smaller base, forcing rate increases. While a highly beneficial refunding of a DEQ Loan was conducted in FY 12-13 to
reduce existing debt service requirements, free up a $1.5 million related debt reserve and create capacity for a future TMDL
project debt issuance, repayment of any debt serves to reduce available resources for operation and maintenance of the system.

APPROPRIATE ENDING BUDGETARY FUND BALANCE

The City’s current Financial Policies state that the Finance Director shall recommend an appropriate ending budgetary fund
balance each year for each fund. The Wastewater Fund is projected to end FY 13-14 with an operating fund balance of
approximately 5.84% of the FY 13-14 current revenue.
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WASTEWATER FUND - COMBINED

AUDITED AUDITED | ADOPTED REVISED ADOPTED
BUDGETARY BASIS FY 10-11 FY 11-12 FY12-13 FY 12-13 FY 13-14 FY 14-15 FY 15-16
RATE INCREASE 2.00% 3.20% 4.00% 3.00% 4.00% 3.50% 3.50%)
BEGINNING BUDGETARY FUND BALANCE $2,947,204 $2,331,589 $1,221,084 $1,945,458 $2,846,129 $1,134,238 ($166,165)
REVENUES
Charges for Service $8,951,264 $9,108,678 $9,351,980 $9,391,900 $9,482,370 $9,808,760  $10,121,870
Intergovernmental 8,525 0 0 38,630 0 0 0
Fines & Forfeitures 0 262 0 0 0 0 0
Miscellaneous 41210 47,853 26,870 36,140 32,090 17,030 15,000
Other Financing Sources 2,391 7,025 0 10,009,440 0 0 0
Transfers In 18,251 24,923 0 0 77,500 0 0
TOTAL REVENUES $9,021,642 $9,188,741 $9,378,850  $19,476,110 $9,591,960 $9,825,790  $10,136,870
EXPENDITURES
Community Development $47,239 $48,196 $52,770 $52,740 $54,640 $55,140 $57,510
Public Works 6,467,621 6,531,621 7,608,910 6,803,280 8,308,200 7,683,890 7,465,920
Non-Departmental 0 0 0 114,760 0 0 0
Debt Service 2,300,307 2,294,017 2,291,550 829,090 2,253,650 2,227,750 2,219,450
Transfers Out 742,090 611,038 1,023,220 925,700 1,232,570 1,428,840 1,358,320
Other Financing Uses 0 0 0 11,329,140 0 0 0
Contingencies 0 0 187,580 0 191,840 0 0
TOTAL EXPENDITURES $9,557,257 $9,484,872 | $11,164,030  $20,054,710 | $12,040,900  $11,395,620  $11,101,200
REVENUE EXCESS (SHORTFALL) OVER EXPENDITURES ($535,615) ($296,131)| ($1,785,180) ($578,600)| ($2,448,940) ($1,569,830) ($964,330)
RESERVED BALANCES, Beginning of Year $9,303471  $10,201,511 $8,835316  $10,081,494 $9,629,073  $10,016,984 $3,196,304
FUND BALANCE (Including Reserved), End of Y ear $12,533,100  $12,026,953 $9,085,920  $12,475,203 | $10577,163 $2,951,463 $3,310,950
LESS: RESERVED BALANCES
RESTRICTED (1) $10,057,707 $9,847,690 $7,836,942 $9,295,269 $9,798,280 $3,168,350 $4,413,490
ASSIGNED 143,805 233,805 232,815 333,805 218,705 27,955 (46,605)
ENDING BUDGETARY FUND BALANCE (1) $2,331,589 $1,945,458 $1,016,164 $2,846,129 $560,178 ($333,755)  ($1,055,935)
HISTORICAL NORMING ADJUSTMENT 196,010 378,050 167,590 142,450
POTENTIAL ENDING BUDGETARY FUND BALANCE $2,331,589 $1,945,458 $1,016,164 $3,042,139 $1,134,238 ($166,165) ($913,485)

(1) Higher than previously projected restricted reserves in both FY 11-12 and FY 12-13, despite a decrease from a debt reserve being freed up to operations through aloan

refunding, reflect significant increases in SDC income.
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STORM WATER FUND SUMMARY

SERVICE HIGHLIGHTS

The primary service in the Storm Water Fund is the collection of rain water to minimize urban flooding; a secondary focus is
improving the water quality in the urban streams. Preventive maintenance programs, such as pipe line and catch basin cleaning,
help to extend the life of the infrastructure and insure maximum capacity in the system for the storm water flow.

Urban streams form the backbone of the City's storm water collection system. Much work has been done in recent years to
maintain these areas in keeping with the community's desire for the stream banks to serve as wildlife habitat, while ensuring the
streams serve their primary purpose as a rain water collection system. To minimize the impact of staff activities on the
environment, work is done in accordance with the City’s Integrated Vegetation and Pest Management Program guidelines. The
City monitors the water quality in the urban streams at various locations around the community to increase the understanding of
these waterways and pinpoint improper discharges to a stream.

Long-range planning for the storm water system creates a blueprint for system policies and future modifications necessary to meet
regulatory requirements and community interests. The plans are periodically updated to reflect changes in regulations, population,
resident’s values, water quality and technology. An update to the Storm Water Master Plan, focusing primarily on the piping
system, is scheduled for FY 13-14.

FINANCIAL PLANNING ISSUES

The primary revenue for this fund is the storm water system user fee. Rates are reviewed annually and adjusted by the City
Council to address operation, maintenance and capital improvement needs. For the ten years up until FY 12-13, storm water rates
wete not increased, helping to offset the increases needed to maintain the water and wastewater systems during this time period.
However, absent future annual increases, the Storm Water Fund would be projected to have deficit fund balances within the
planning period. Increased revenues would allow for some capacity to respond to federal regulations on storm water quality, rising
material prices, and full implementation of the various planning documents related to the storm water system (Storm Water
Master Plan, Endangered Species Salmon Response Plan, and Natural Features Inventory).

Advances in the way storm water is contained and treated have resulted in new facilities that require a different, and more labor-
intensive, maintenance effort than traditional methods of handling storm water runoff. An example of these facilities is detention
ponds, which improve the water quality and control the speed with which storm water flows to the river after a rain event,
reducing erosion along stream beds. Currently thirty-four of these facilities have been constructed, but as development continues
more will be added in the upper reaches of the City’s urban stream system. Up to this point, staff has been able to keep pace with
the implication of the heightened maintenance, in terms of equipment, supplies, and labor, but additional resources will be needed
as the number of facilities grows.

Proactive maintenance programs, such as video inspection and flushing of pipelines, are critical to the service life of the
infrastructure because problems can be identified eatly and maintenance scheduled before service is distupted. A comprehensive
inspection of the storm water infrastructure, currently underway, is expected to indicate that additional resources are needed to
correct identified deficiencies and to institute a preventive maintenance program to maintain service standards and meet
community-requested program enhancements from the Master Plan. Rate increases projected for the planning period will
contribute to the capacity needed to implement these programs.

Suggested actions from the community sustainability effort could drive new projects, such as rain gardens along residential streets.
Rain gardens take water out of the piping system, reducing the chance of pipe overflows and localized street flooding during
heavy rain events. Rain gardens also improve water quality because the water goes through a natural filtration process as it’s
absorbed into the ground. These and other new projects will compete with existing programs for funding.

APPROPRIATE ENDING BUDGETARY FUND BALANCE

The City’s Financial Policies state that the Finance Director shall recommend an appropriate ending budgetary fund balance each
year for each fund. The Storm Water Fund is projected to end FY 13-14 with an operating fund balance of approximately 13.95%
of FY 13-14 cutrent revenue. Funds over a $300,000 fund balance would be available for additional capital projects.
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STORM WATER FUND - COMBINED

AUDITED AUDITED ADOPTED REVISED | ADOPTED
BUDGETARY BASIS FY 10-11 FY 11-12 FY 12-13 FY 12-13 FY 13-14 FY 14-15 FY 15-16
RATE INCREASE 0.00% 0.00% 10.00% 7.00% 7.00% 6.00% 5.00%)
BEGINNING BUDGETARY FUND BALANCE $1,769,356 $1,622,226 $943234  $1,465,227 $1,030,654 $1,275844  $1,347,144
REVENUES
Charges for Service $2,002,405 $2,080,793 | $2,098,090  $2,114,550 $2,240,880 $2,384,110  $2,513810
Intergovernmental 3,127 12,803 0 6,400 39,220 0 0
Fines and Forfeitures 0 20 0 0 0 0 0
Miscellaneous 12,514 14,430 8,740 10,820 9,090 3,110 2,580
Other Financing Sources 0 0 0 0 0 0 0
Transfers In 5,625 5,342 0 0 0 0 0
TOTAL REVENUES $2,023,671 $2,113,387 | $2,106,830  $2,131,770 $2,289,190 $2,387,220  $2,516,390
EXPENDITURES
Community Development $47,825 $49,984 $53,670 $53,640 $55,560 $56,070 $58,450
Public Works 1,706,315 1,785,906 2,216,440 1,912,510 2,263,460 2,106,980 2,458,420
Transfers Out 371,660 379,496 584,600 545,190 681,950 517,280 825,030
Contingencies 0 0 42,140 0 45,780 0 0
TOTAL EXPENDITURES $2,125,800 $2,215,386 | $2,896,850  $2,511,340 $3,046,750 $2,680,330  $3,341,900
REVENUE EXCESS (SHORTFALL) OVEREXPENDITURES  ($102,129) ($102,000) ($790,020) ($379,570) ($757,560) ($293,110) ($825,510)
RESERVED BALANCES, Beginning of Year $64,218 $193,565 $234,467 $280,626 $332,839 $308,209 $325,329
FUND BALANCE (Including Reserved), End of Year $1,815,791 $1,745,853 $408,991  $1,363,493 $627,503 $1,253,063 $809,523
LESS: RESERVED BALANCES
RESTRICTED $75,132 $107,193 $82,344 $104,406 $125,976 $88,096 $50,656
ASSIGNED 118,433 173,433 135,733 228,433 182,233 237,233 (8,267)
ENDING BUDGETARY FUND BALANCE $1,622,226 $1,465,227 $190914  $1,030,654 $319,294 $927,734 $767,134
HISTORICAL NORMING ADJUSTMENT 490,540 466,010 419,410 356,500
POTENTIAL ENDING BUDGETARY FUND BALANCE $1,622,226 $1,465,227 $190,914  $1,521,194 $1,275,844 $1,347,144  $1,123634
OPERATING RESOURCES AND REQUIREMENTS
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AIRPORT FUND SUMMARY

SERVICE HIGHLIGHTS

The City operates the highest use aitport (landings/take-offs) of any non-towered airports in Oregon, with two main runways to
serve privately-owned and corporate aircraft. The City also owns and manages five buildings for aircraft storage (T-hangers). A
private company, located at the airfield, provides training, maintenance services and fuel to planes.

Adjacent to the aitfield is a City-owned industrial park where tenants lease property for a wide variety of industrial uses. This land
] . . 5 . p . p }/ . . . .
provides sites that are close to both regional transportation routes and to downtown Corvallis. Services to develop the industrial

park include monitoring existing tenants, soliciting new tenants, and performing lease negotiations.

In an attempt to maximize the use of the property surrounding the airfield, the City works with a local farmer to have crops
planted on this land. The crop is managed by the farmer, with the City receiving a portion of the sale proceeds. This revenue
helps support operations and maintenance of the airfield and industrial park.

FINANCIAL PLANNING ISSUES

The main revenue sources for this fund are hangar rentals, land and building leases, and crop sales. Land lease rates are reviewed
and adjusted to reflect the current market. The level of effort required to maintain a viable industrial park and achieve full
occupancy is directly related to the revenue available to finance capital improvements to the infrastructure systems (streets, water,
wastewater, and storm water). Some aspects of the street and utility infrastructure need to be improved to encourage more tenants
to locate at the industrial park.

Much of the industrial park property has been designated as wetlands. When development occurs in a wetland area, the loss of the
wetlands has to be mitigated. Since the City wants to encourage continued growth at the industrial park, the challenge is to
minimize the cost of wetland mitigation to ensure that development at the site is not cost-prohibitive.

The Airport Industrial Park (AIP) Master Plan was completed in eatly 2000 and updated in FY 11-12. There is cutrently no long-
term planning document addressing how best to fund street and utility system improvements at the airport and the industrial park.
Without such a plan, it is difficult to respond to inquiries for new or expanded development at these sites and to avoid the
construction of single-user street and utility facilities. Increased interest in promoting development at the industrial park further
drives the need for an infrastructure plan. A systematic approach to infrastructure improvements is key to accommodating both
near- and long-term development activities and a planning effort was initiated in FY 11-12.

An update of current and expected long-term functions for the airport began in FY 11-12 and was completed within an Airport
Master Plan Update in FY 12-13. Included were recommendations for projects that support and enhance those airport functions.

Recommended projects resulting from these three planning efforts could present a challenge for the City to accomplish within a
finite revenue stream and to balance the rehabilitation of existing facilities against the construction of new ones.

APPROPRIATE ENDING BUDGETARY FUND BALANCE

The City’s current Financial Policies state that the Finance Director shall recommend an appropriate ending budgetary fund
balance each year for each fund. The Airport Fund is projected to end FY 13-14 with a fund balance of approximately 100.31% of
the FY 13-14 current revenue. The Airport Fund has an uneven cash flow due to seasonal revenues from crop sales and annual
lease payments. In addition, capital projects in this fund, although occurring sporadically, tend to be very large, and monies are
saved over several years to be able to complete a project.
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AIRPORT FUND COMBINED

AUDITED AUDITED | ADOPTED REVISED | ADOPTED
BUDGETARY BASIS FY 10-11 FY 11-12 FY 12-13 FY 12-13 FY 13-14 FY 14-15 FY 15-16
BEGINNING BUDGETARY FUND BALANCE $657,672 $625,500 | $604,721  $677,790 $770,080 $660,343  $675,451
REVENUES
Licenses, Fees & Permits $4,450 $4,625 $5,000 $5,000 $5,000 $5,000 $5,000
Charges for Services 394,785 458,852 398,500 493,100 398,500 405,890 413,420
Intergovernmental 0 217,363 200,000 83,560 84,180 0 0
Miscellaneous 11,848 7,623 9,570 10,050 9,570 8,330 8,680
Other Financing Sources 2,500 0 0 0 0 0 0
TOTAL REVENUES $413,582 $688,462 | $613,070  $591,710 $497,250  $419,220  $427,100
EXPENDITURES
Public Works $332,061 $616,238 | $664,940  $458,630 $621,050 $415,655  $384,040
Debt Service 33,663 32,582 31,490 31,490 115,050 0 0
Transfers Out 77,180 (15,499) 6,950 6,450 19,620 64,970 48,420
Contingencies 0 0 12,260 0 9,950 0 0
TOTAL EXPENDITURES $442,904 $633,321 | $715,640  $496,570 $765,670  $480,625  $432,460
REVENUE EXCESS (SHORTFALL) OVER EXPENDITURE! ($29,322) $55,141 | ($102,570) $95,140 ($268,420)  ($61,405) ($5,360)
RESERVED BALANCES, Beginning of Year ($62,013) $28,941 $5,700 $5,700 $8,550 $11,400 $9,105
FUND BALANCE (Including Reserved), End of Y ear $654,441 $683,490 | $507,851  $778,630 $510,210 $610,338  $679,196
LESS: RESERVED BALANCES
RESTRICTED $26,091 $0 $0 $0 $0 $0 $0
ASSIGNED 2,850 5,700 8,550 8,550 11,400 9,105 11,955
ENDING BUDGETARY FUND BALANCE $625,500 $677,790 | $499,301  $770,080 $498,810  $601,233  $667,241
HISTORICAL NORMING ADJUSTMENT $87,315 $74,218 $74,218 $74,218
POTENTIAL ENDING BUDGETARY FUND BALANCE $625,500 $677,790 | $499,301  $857,395 $660,343  $675,451  $741,459
OPERATING RESOURCES & REQUIREMENTS
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PARKS SYSTEMS DEVELOPMENT CHARGE FUND

AUDITED AUDITED | ADOPTED REVISED | ADOPTED

BUDGETARY BASIS FY 10-11 FY 11-12 FY 12-13 FY 12-13 FY 13-14 FY 14-15 FY 15-16
BEGINNING BUDGETARY FUND BALANCE $0 $0 $0 $0 $0 $0 $0
REVENUES
Charges for Services 1,209,457 792,326 300,000 260,000 1,170,000 1,170,000 1,170,000
Miscellaneous 4,020 29,022 4,880 16,690 21,250 8,180 13,950
Non-Operating Revenue 0 0 0 0 1,979,542 0 0
TOTAL REVENUES $1,213,477 $821,348 | $304,880  $276,690 | $3,170,792 $1,178,180 $1,183,950
EXPENDITURES
Transfers Out 26,449 100,056 | 1,069,450 285,700 2,974,562 80,000 60,000
TOTAL EXPENDITURES $26,449 $100,056 | $1,069,450  $285,700 | $2,974,562 $80,000 $60,000

REVENUE EXCESS (SHORTFALL) OVER EXPENDITURE! $1,187,028 $721,292 | ($764,570) ($9,010) $196,230 $1,098,180 $1,123,950

RESERVED BALANCES, Beginning of Year $80,232 $1,267,260 | $1,648,130 $1,988,552 $1,979,542 $2,175,772 $3,273,952
FUND BALANCE (Including Reserved), End of Year $1,267,260 $1,988,552 | $883,560 $1,979,542 $2,175,772 $3,273,952 $4,397,902
LESS: RESERVED BALANCES

RESTRICTED $1,267,260 $1,988,552 | $883,560 $1,979,542 $2,175,772 $3,273,952 $4,397,902
ENDING BUDGETARY FUND BALANCE $0 $0 $0 $0 $0 $0 $0

(1) This Fund will be created effective July 1, 2013 by Council Resolution 2013-02. Historical data from the closed SDC Component of the Parks & Recreation
Fund is shown in the shaded area prior to FY 13-14 to provide trend information for Financial Planning purposes only (and has been excluded from the historical
columns in the General Fund Financial Plan presentation for comparative purposes, so as not to double count).
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FINANCIAL PLANNING HIGHLIGHTS AND ISSUES

The Parks Systems Development Charge (SDC) Fund collects monies paid by developers to meet the Parks SDC goals of
expanding and improving the Parks system as the community develops in accordance with the Parks SDC Plan. Projects are
programmed through the annual Capital Improvement Program (CIP) and are implemented when enough resources have been
accumulated. When development slows, and resources are diminished, projects are limited.

APPROPRIATE ENDING BUDGETARY FUND BALANCE

Given the restricted nature of the Parks SDC Fund resources, the only requirement is that the fund end the year with a balance
which is equal to or greater than zero. For FY 13-14 the restricted ending fund balance is projected to be approximately 68.6% of
the FY 13-14 current revenue. All balances in this fund are available for identified capital projects.
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INTERNAL SERVICE FUNDS — FINANCIAL PLANNING

SERVICE OVERVIEW

The City has centralized several of its internal operations to provide efficient and cost effective support services. Three
departments (Finance, City Manager’s Office and Public Works) operate in a total of five internal service funds, and charge out
their expertise and support to the other funds/departments based on defensible, established and consistent drivers. As setrvices,
programs and level of effort change in the internal service funds, and in particular with recent budgetary cuts in General Fund
programs, adjustments to these drivers are made in discussion with all departments. Regular review of internal services is
conducted to ensure that cost effectiveness is maintained, whether relative to a more decentralized model or from external
sources. For example, outsourcing of support functions may be viable for certain standard operations.

The chart below provides some additional information about how overhead departments are working hard to minimize the
impact of these centralized services’ costs on departments’ operating expenditures, particulatly in the past several years.
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APPROPRIATE ENDING BUDGETARY FUND BALANCES

Since the five internal service funds are supported by chatges paid by other participating City departments, the ending operating
fund balances for all but the Risk Management Fund (which is dealt with separately below) are designed to be close to $0 cach
year, per Council Financial Policy. Balances in excess of $20,000 in each fund will typically be refunded to departments or
reserved for future specified needs.
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FLEET MAINTENANCE FUND

AUDITED AUDITED |ADOPTED REVISED| ADOPTED

BUDGETARY BASIS FY 10-11 FY11-12 FY12-13 FY12-13 FY 13-14 FY 14-15 FY 15-16
BEGINNING BUDGETARY FUND BALANCE $24,199 $33,338 $34,978 $39,600 $6,180  $12,230 $12,230
REVENUES
Charges for Service $740,062 $813,395 | $825,910 $791,150 $878,500 $868,100 $884,450
Fines & Forfeitures 32 0 0 0 0 0 0
Miscellaneous 1,744 2,046 1,340 1,340 1,300 1,070 1,100
TOTAL REVENUES $741,838 $815,441 | $827,250  $792,490 $879,800 $869,170  $885,550
EXPENDITURES
Public Works $731,799 $806,879 | $823,610 $823,610 $855,450 $866,870 $883,250
Contingencies 0 0 16,000 0 16,000 0 0
TOTAL EXPENDITURES $731,799 $806,879 | $839,610 $823,610 $871,450 $866,870  $883,250
REVENUE EXCESS (SHORTFALL) OVER EXPENDITURES $10,039 $8,562 ($12,360) ($31,120) $8,350 $2,300 $2,300
RESERVED BALANCES, Beginning of Year $5,624 $6,524 $8,824 $8,824 $11,124  $13,424 $15,724
FUND BALANCE (Including Reserved), End of Year $39,862 $48,424 $31442  $17,304 $25,654  $27,954  $30,254
LESS: RESERVED BALANCES
ASSIGNED $6,524 $8,824 $11,124 $11,124 $13,424  $15,724 $18,024
ENDING BUDGETARY FUND BALANCE $33,338 $39,600 $20,318 $6,180 $12,230  $12,230 $12,230
SERVICE HIGHLIGHTS

A garage facility, located at the Public Works site, provides preventive maintenance and repair services for City-owned vehicles
(for a comprehensive list of city vehicles see page 45 of this section) and equipment. The otrganization's fleet represents a
significant investment that needs to be managaquccessfully to assure efficient, uninterrupted service. Public Works staff
coordinates vehicle purchases and work with certain user departments to develop specifications, and conduct the procurement
process from competitive bid through receipt and preparation of the vehicle.

The City has agreements with other government agencies, such as Benton County, the City of Philomath, and the US Forest
Service, to provide maintenance on specialized equipment. This intergovernmental relationship maximizes service efficiencies and
reduces overall costs by ensuring only one agency needs to develop the staff expertise and purchase specialized tools.

The City wants to reduce the amount of greenhouse gas emissions from the operation of its rolling stock. Biodiesel is now used
for the diesel fleet, reducing harmful emissions and extending the life of the engine. The City is also replacing standard gasoline-
engine cars and light trucks with alternative-fuel vehicles, whenever operationally feasible. Equipment purchases for the garage,
such as a unit which uses a parts cleaning process that doesn’t rely on chemicals, adds to sustainability efforts.

FINANCIAL PLANNING ISSUES

Revenue for this fund comes from charges allocated to departments for services to their vehicles and equipment. Rates are
reviewed annually to ensure that the best service is offered for the lowest cost. Maximizing staff productivity ensures an adequate
revenue stream and contributes to cost containment on shop rates. Contracting with other government agencies to perform
maintenance on each others' vehicles is another factor in achieving this goal. However, fluctuating fuel prices impact available
appropriations in the Fleet Maintenance budget, as well as the vehicle maintenance budgets of the operating departments. Fleet
services have operated under a very tight margin for a number of years to contain costs to departments and remain competitive
with the private sector. This has not left resources for garage tool and equipment upgrades. Modern tools and equipment would
allow a broader range of services and repairs to be provided internally, reducing the cost to departments. Staff has developed a
plan and begun upgrading garage equipment, but a successful long-term strategy needs to demonstrate to the customer base that
fleet staff commitments to provide more service and lower costs can be met. Budget impacts to the City’s General Fund
supported program areas have implications to this fund, as departments defer preventative maintenance programs or seek out
alternative service providers in an effort to potentially better control annual operating costs associated with departmental vehicles.
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FACILITY MAINTENANCE FUND

AUDITED AUDITED | ADOPTED REVISED [ ADOPTED

BUDGETARY BASIS FY 10-11 FY 11-12 FY12-13 FY12-13 FY 13-14 FY 14-15 FY 15-16
BEGINNING BUDGETARY FUND BALANCE $26,674 $27,835 $28,465 $27,512 $24,902 $14,922 $14,922
REVENUES
Charges for Service $691,910 $723,890 $804,490 $804,490 $793,560 $818,840 $826,620
Miscellaneous $2,063 4,305 2,710 2,710 2,310 1,970 1910
TOTAL REVENUES $693,973 $728,196 | $807,200  $807,200 $795,870  $820,810  $828,530
EXPENDITURES
Public Works $687,262 $719,388 $799,160 $799,160 $809,840 $857,640 $821,280
Contingencies 0 0 10,000 0 10,000 0 0
TOTAL EXPENDITURES $687,262 $719,388 $809,160 $799,160 $819,840 $857,640 $821,280
REVENUE EXCESS (SHORTFALL) OVER EXPENDITURES $6,711 $8,808 ($1,960) $8,040 ($23970)  ($36,830) $7,250
RESERVED BALANCES, Beginning of Year $39,188 $44,738 $53,868 $53,868 $64,518 $50,528 $13,698
FUND BALANCE (Including Reserved), End of Year $72,573 $81,380 $80,373 $89,420 $65,450 $28,620 $35,870
LESS: RESERVED BALANCES
ASSIGNED $44,738 $53,868 $64,518 $64,518 $50,528 $13,698 $20,948
ENDING BUDGETARY FUND BALANCE $27,835 $27,512 $15,855 $24,902 $14,922 $14,922 $14,922
SERVICE HIGHLIGHTS

The primary operation in this fund is the maintenance of most of the City-owned and leased buildings and grounds (see table of
facilities listed on page 46 of this section). Staff performs preventive maintenance and scheduled repairs, and responds to
emergencies to protect the citizens' investment in this infrastructure.

In 2001, a major condition assessment was performed on all of the City buildings maintained by Public Works to identify
structural issues and other maintenance needs. This condition assessment is reviewed annually and new items are identified.
Projects from the condition assessment form the basis of the seven-year major maintenance plan and are included as a special
project or part of the Capital Improvement Program, depending on the size and scope. Facility Maintenance staff assist
departments with plan development efforts and manage the contracts on these projects for the building occupants.

Service contracts for routine maintenance include janitorial, laundry (uniforms and entry rugs), and landscaping. Public Works
staff in this Fund develops the specifications, conducts the bid process, negotiates the contracts and oversees the quality of the
service provided.

In keeping with organizational sustainability directives, staff evaluates the performance of building systems, maintenance practices,
and the materials or supplies used, and implements or recommends changes to enhance the sustainability of facility operations.
Recent examples include more efficient paper towel dispensing machines, solar panels on selected buildings, HVAC upgrades, and
enhanced energy management systems to better control the operation of heating and cooling systems.

FINANCIAL PLANNING ISSUES

The majority of building facilities are used for services that operate in the General Fund. As basic services compete for available
tax revenue, allocations for maintenance may be prioritized below those for direct services, such as Library books or park
maintenance. The risk in this prioritization strategy is the loss of the investment in the buildings and facilities, and over the long-
term, higher costs from facility repair/replacement projects versus proactive facility maintenance activities.

The City Council has directed staff to increase sustainable practices in City operations. Some progress has been made, typically in
low- or no-cost measures. Requiring compliance with LEED standards on remodel projects would be a major and costly initiative,
and would compete with existing maintenance programs for funding. Grant opportunities from public and private agencies are
sought to supplement the organization’s available resources for these projects.
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TECHNOLOGY & COMMUNICATIONS FUND

AUDITED AUDITED | ADOPTED REVISED | ADOPTED

BUDGETARY BASIS FY 10-11 FY 11-12 FY12-13 FY 12-13 FY13-14 FY 14-15 FY 15-16
BEGINNING BUDGETARY FUND BALANCE $115,426 $50,939 $50,119 $44,060 $39,730 $20,900 $20,900
REVENUES
Charges for Service $1,549,293 $1,641,656 | $1,583,240 $1,567,040 | $1,583,110 $1,583,220 $1,637,790
Miscellaneous 4,622 5,732 3,420 5,070 4,430 2,950 3,310
TOTAL REVENUES $1553,915 $1,647,388 | $1,586,660 $1,572,110 | $1,587,540 $1,586,170 $1,641,100

EXPENDITURES

Finance $1,426,463 $1531,454 | $1,443,300 $1,443,300 | $1,417,940 $1,426,120 $1,449,630
Public Works 177,629 160,128 210,750 188,890 190,830 170,990 176,470
Contingencies 0 0 30,000 0 30,000 0 0
TOTAL EXPENDITURES $1,604,092  $1,691,582 [ $1,684,050 $1,632,190 | $1,638,770 $1,597,110 $1,626,100
REVENUE EXCESS (SHORTFALL) OVER EXPENDITURE ($50,177)  ($44,194)| ($97,390) ($60,080)]  ($51,230)  ($10,940)  $15,000
RESERVED BALANCES, Beginning of Year $439,759 $454,069 $413,319  $416,754 $361,004 $328,604 $317,664
FUND BALANCE (Including Reserved), End of Year $505,008 $460,814 $366,048  $400,734 $349,504  $338,564  $353,564
LESS: RESERVED BALANCES
ASSIGNED $454,069 $416,754 $345,459  $361,004 $328,604  $317,664  $332,664
ENDING BUDGETARY FUND BALANCE $50,939 $44,060 $20,589 $39,730 $20,900 $20,900 $20,900

SERVICE HIGHLIGHTS

Operations in the Technology and Communications Fund include the Finance Department's Management Information Services
(MIS) Division’s support and maintenance of the City's centralized technology systems and the Public Works Department’s
management of the telephone system.

FINANCIAL PLANNING ISSUES

The primary source of revenue is from telephone and management information system charges assessed against operating
departments for their use of the City's phone and computer systems.

A long-range strategic plan has been developed for significant technology initiatives to be undertaken in coming years. Projects
that are recommended in the plan largely address long-term data management or communication strategies. Implementation
guidelines for these projects are developed with the assistance of a committee of departmental experts who may assist with
identifying funds and recommending priorities.

An annual technology plan is prepared to address the operational needs of the organization, including a short-term tactical plan
that stems from the MIS strategic plan. The plan addresses the network operating system, group productivity software, office
automation software, database standards, imaging, and intranet applications. Due to rapid technology changes, sometimes changes
in financial planning may also result from this tactical planning effort. Demand for information in electronic formats continues to
increase. There is also an increase in the system integration and communication of City staff with external agencies, vendors,
citizens and each other. Balancing technology needs with available funding and human resources to deploy same is crucial.

Reserves exist for replacement of network infrastructure and the telephone switch system (PBX). Technology, such as Voice-
Over-Internet Protocol (VOIP), may impact how telephone service is provided to departments in the future.

Fiber optic cable connects departments and links the City with County facilities for the transmission of data. The fiber system for
the City and the County is managed by the City. Currently, no resources are allocated to the maintenance of the fiber optics
infrastructure and this will become a larger issue over time as the system ages.

The positive fund balance in the General Fund was attained with the help of a number of expenditure reductions in the MIS
division over the past few years, as well as the elimination of Public Works’ radio maintenance program in FY 10-11.

Fund Balances in excess of $20,000 in a given year may be targeted for capital outlay or reserves for items in the strategic plans
mentioned above, if not refunded.
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ADMINISTRATIVE SERVICES FUND

AUDITED AUDITED | ADOPTED REVISED | ADOPTED
BUDGETARY BASIS FY10-11 FY11-12 FY12-13 FY 12-13 FY 13-14 FY 14-15 FY 15-16
BEGINNING BUDGETARY FUND BALANCE $56,024 $91,689 $51,344 $50,538 $33,108 $10,298 $10,298
REVENUES
Charges for Service $4,685,490 $4,422,730 [$4,407,520 $4,327,370 | $4,527,340 $4,529,870 $4,666,120

Miscellaneous
Other Financing Sources
TOTAL REVENUES

EXPENDITURES
City Manager's Office
Finance
Contingencies
TOTAL EXPENDITURES

REVENUE EXCESS (SHORTFALL) OVER EXPENDITURE! $38,766 ($54,182)| ($27,380)  ($14,330) ($19,710) $3,600 $3,100
RESERVED BALANCES, Beginning of Year $16,820 $19,919 $6,890 $6,889 $9,989 $13,089 $16,689
FUND BALANCE (Including Reserved), End of Year $111,609 $57,427 $30,854 $43,097 $23,387 $26,987 $30,087
LESS: RESERVED BALANCES
COMMITTED $0 $0 $0 $0 $0 $0 $0
ASSIGNED $19,920 $6,889 $9,990 $9,989 $13,089 $16,689 $19,789
ENDING BUDGETARY FUND BALANCE $91,689 $50,538 $20,864 $33,108 $10,298 $10,298 $10,298

8,472 8,484
0 0

17,570 23810
0 0

27,010 16,440 16,480
0 0 0

$4,693,962  $4431,214

$4,425,090 $4,351,180

$4,554,350 $4,546,310 $4,682,600

$2,122,104 $1,931,725
2,533,092 2,553,671
0 0

$1,920,720 $1,863,760
2,501,750 2,501,750
30,000 0

$1,876,930 $1,882,950 $1,939,120
2,667,130 2,659,760 2,740,380
30,000 0 0

$4,655,196  $4,485,396

$4,452,470 $4,365510

$4,574,060 $4,542,710 $4,679,500

SERVICE HIGHLIGHTS

Operations in the Administrative Services Fund include the City Manager's Office Governance and Human Resources Divisions,
and the Finance Department’s Customer Service, Budget and Financial Planning, and Financial Services Divisions. The services
provided are used by the entire organization and include: leadership and general management oversight; Council and Budget
Commission support; labor negotiations; maintaining Council directives to provide equitable salary and benefit packages for
employees; contract payments for the City Attorney; citywide memberships in the League of Oregon cities and Council of
Governments; tesponding to public requests for timely, accurate information about City activities; responsibility for the City's
financial resources through adherence to Generally Accepted Accounting Principles in financial transactions and reporting, as well
as Oregon Revised Statutes telated to purchasing and budgeting; managing collections, investments, debt setvice, the City's cash
receipts, and accounts receivable; and providing timely payments to vendors and employees through accounts payable and payroll.
Also provided are the accurate billing and collection of metered payments for water, wastewater and storm water services
generating approximately $19 million in annual revenues.

FINANCIAL PLANNING ISSUES

The primary source of revenue in the Administrative Services Fund is from Administrative Service Charges assessed against other
operating funds.

The primary challenge faced by this fund is to balance service demands from internal and external customers while maintaining
stable yet low cost allocations to operating funds. Demands for new or increased services, without increasing costs to operating
departments, have pushed the need for more technology to manage and distribute information to employees. In order to meet
current and future organizational needs, a major upgrade of the existing financial software system has been a priority in FY 12-13,
and conversion efforts will continue to utilize significant Finance Department and other City staff time in FY 13-14.

The positive fund balance in the General Fund for FY 13-14 and the prior three years was attained with the help of a number of
expenditure reductions in the City Manager’s Office and Finance Department operations in the Administrative Services Fund.
Many of the identified reductions ate related to personnel services and will carry forward into future years.
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RISK MANAGEMENT FUND

AUDITED AUDITED | ADOPTED REVISED | ADOPTED

BUDGETARY BASIS FY 10-11 FY 11-12 FY12-13 FY 12-13 FY13-14 FY 14-15 FY 15-16
BEGINNING BUDGETARY FUND BALANCE $305,477 $317,568 $349,123  $344,704 $347,639 $40,639 $40,639
REVENUES
Charges for Service $1,014,210 $980,270 $989,250  $989,250 | $1,029,830 $1,100,100 $1,124,130
Miscellaneous 53,472 28,073 36,750 43,750 32,000 28,560 29,330
TOTAL REVENUES $1,067,682 $1,008,343 | $1,026,000 $1,033,000| $1,061,830 $1,128,660 $1,153,460

EXPENDITURES

City Manager's Office $955,591 $923,092 | $1,001,950 $971,950 | $1,093,830 $1,128,660 $1,153,460
Contingencies 0 0 275,000 0 275,000 0 0
TOTAL EXPENDITURES $955,591 $923,092 | $1,276,950 $971,950 | $1,368,830 $1,128,660 $1,153,460
REVENUE EXCESS (SHORTFALL) OVER EXPENDITURE! $112,091 $85,251 | ($250,950) $61,050 ($307,000) $0 $0
RESERVED BALANCES, Beginning of Year $283,770 $383,770 $441,885  $441,885 $500,000  $500,000  $500,000
FUND BALANCE (Including Reserved), End of Y ear $701,338 $786,589 $540,058  $847,639 $540,639  $540,639  $540,639
LESS: RESERVED BALANCES
ASSIGNED $383,770 $441,885 $500,000  $500,000 $500,000  $500,000  $500,000
ENDING BUDGETARY FUND BALANCE $317,568 $344,704 $40,058  $347,639 $40,639 $40,639 $40,639

SERVICE HIGHLIGHTS

The Risk Management Fund operations include deductibles and premiums for property, auto, liability, and worket's compensation
insurance, as well as City's safety program which works with City employees to reduce the number and severity of accidents.
Revenues are primarily from City operating departments for their share of the City's insurance premiums and deductibles based
on the department's claims experience and exposure, and payback of funds used in prior years to cover uninsured expenses.
Other sources include miscellaneous loss recovery proceeds from third parties, revenues from the Employer-At-Injury Program,
and interest earnings.

FINANCIAL PLANNING ISSUES

e Managing claims to remain within budget projections is important to avoid use of catastrophic reserves.

e Deductible levels are teviewed with each yeat's insurance bids to determine the optimal balance between insurance levels and
insurance premiums. For FY 13-14, insurance premiums are projected to increase by about 4.8% compared to FY 12-13
Adopted premium levels. Factors impacting the increase include a 10% trending factor for general liability and a significant
increase in earthquake coverage. In addition to the increase in premium costs, a new methodology for allocating workers
compensation premiums among departments was implemented, causing fluctuations to departments’ risk management
overhead for FY 13-14. Actual costs may be impacted however, by any additional significant claims or deductibles that would
need to be back-stopped by self-insurance.

The City emphasizes reducing risk in the work place. Staff evaluates whether to assume more risk on behalf of the City to reduce
costs even further. Controlling risk and further reducing claims can achieve additional fiscal benefits.

APPROPRIATE ENDING BUDGETARY FUND BALANCE

Typically the Risk Management Fund requires higher cash balances than other internal service funds to ensure funds are available
for catastrophic events.

The Council’s Financial Policies recommend a $500,000 unappropriated catastrophic reserve balance and $275,000 for
appropriated catastrophic reserves (contingencies).

The operating fund balance is recommended to be $40,000. Any amount in excess of $40,000 is available to increase catastrophic
reserves should it fall below $500,000 or, alternatively, is refunded to departments as a dividend based on experience. Should the
ending operating fund balance drop below $40,000 in any fiscal year, it will be rebuilt the following year.
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[ DEPARTMENT SUMMARIES

The City of Corvallis has eight departments including City Manager’s Office, Community
Development, Finance, Fire & Rescue, Library, Parks & Recreation, Police, and Public Works.

CORVALLIS POLICE DEPARTMENT
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CORVALLIS BENTON COUNTY PUBLIC LIBRARY
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CITY MANAGER’S OFFICE SUMMARY OF SERVICES

BY DIVISION

MISSION STATEMENT

Provide leadership, coordination and management for the City organization to ensure effective community services.

GOVERNANCE

HUMAN RESOURCES I

RISK MANAGEMENT I

Implement City Council decisions
and goals.

Facilitate implementation of the
Corvallis 2020 Vision Statement.
Support Mayor and City Council
activities.

Provide organization-wide
administration, management, and
evaluation.

Pursue intergovernmental relations
and partnerships.

Promote and sustain excellent
community relations and
communications; facilitate public
outreach and communications.
Coordinate, develop strategies, and
evaluate services delivered.
Oversee the Budget and Capital
Improvement Programs.

Oversee City Attorney contract
services.

Conduct municipal elections.
Administer the City’s records
management program.

Monitor legislative activities.

Promote positive labot-
management relations.

Motivate and develop employees.

Ensure internal and external
equity in job classification and
compensation practices.

Utilize a fair and inclusive
process to recruit and select
employees.

Process accurate, cost-effective,
and timely benefits.

Ensure accuracy and appropriate
access to personnel records.
Provide administrative support
for the Commission for Martin
Luther King, Jr.

Maintain progressive Human
Resources policies and support

departments and their employees.

Maintain the City’s fiduciary
responsibility for deferred
compensation plans.

Protect the assets of the City
through risk management
activities and policies.

Purchase appropriate insurance
and provide adequate reserves for
uninsured losses.

Increase safety awareness and
experience.

Provide safety training
opportunities for employees.
Provide for urgent safety
equipment needs.

Support departments in their risk
management and safety efforts.

I ECONOMIC DEVELOPMENT

Develop and implement
programs that will achieve the
City’s Economic Development
goals of supporting innovative
and business start-ups, retention
and growth of current Benton
County companies, and leverage
local economic development
assets.

Manage Benton County-Corvallis
Enterprise Zones and market the
Airport Industrial Park.

Provide staff support to the
Economic Development
Commission.

Note: The City Manager’s Office operates in the General, Administrative Services, and Risk Management Funds. Work plan goals and accomplishments linked to
the service activities above are provided in these funds’ sections.
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CITY MANAGER’S OFFICE PERFORMANCE INDICATORS

COUNCIL | Management Goals & Performance Measures FY 11-12 FY 12-13 FY 12-13 FY 13-14
VALUES Objectives ACTUAL | TARGET | REVISED | TARGET
Reduce average worker’s # of workers
& compensation claims per compensation claims per
2 8 employee through promotion 100 FTE. (A) 123 <8.75 <8.85 <8.80
S & of a safe workplace.
U
m . . .
Maxlrm?e.workplace # of sick leave hours used 5.9 <280 <305 <280
productivity. per 1,000 hours worked.
o Maximize citizen satisfaction % of Citizen Survey
g with the quality of City respondents giving good
o services. or excellent rating to the 86% 86% 86% 88%
§ quality of overall City
K services. (B)
z Maximize citizen satisfaction % of Citizen Survey
g with City communications and | respondents who agree 0/a
£ outreach. the City does a good job 72% 75%
g . S (New Measure)
S informing citizens about
City Council decisions.
Measure City employee Benefits as a % of total
benefits to compensation ratio | compensation. !
for competitiveness, retention, 36% <35% <36% <35%
attraction and comparator
purposes.
Provide a local business Number of start-up
environment that supports a companies the City has 5
successful, diverse traded- assisted with roll-out in n/a
sector entrepreneurial partnership with OSU (New Measure)
community. and ONAMI / MBIz
Develop a program that Wlu Develop a thorough Complete
focus on increased tenancy in database of current vacant
. - S n/a database by
existing vacant buildings and properties in Benton
. . (New Measure) June 30,
& Enterprise Zone locations by County ready for 2014
= business and industry types development.
’:g that are consistent with the Develop a Marketing Plan
s Prosperity That Fits Plan. that would promote the
7 . . Complete
=] implementation of the .
n . Marketing
Economic Development n/a o
. Plan by
Strategy and increase (New Measure) June 30
tenancy in commercially 201 4;
and industrially zoned
properties. (C)
Seek out the most promising # of staff visits to Benton
Stage 23 companies in Benton County’s promising Stage
County as determined by local | 23 companies.
employment growth and capital n/a
investment and develop a (New Measure) 150

major account manager
program that will proactively
address their needs and growth
opportunities.

! Retirement and health care costs have led to benefit ratios in the range of 28% or more for several years. Based on leaving wages flat for budget purposes,
benefit increases that are not within the City’s control (such as PERS employer rates) are expected to lead to further increases in the ratio in the short term.

2 Oregon Nanoscience and Microtechnologies Institute (ONAMI) / Microproducts Breakthrough Institute (MBI)

3 Stage 2 companies are those that are beyond start-up phase and are in a growth mode.
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CITY MANAGER’S OFFICE PERFORMANCE INDICATORS (Continued)

COUNCIL Management Goals & Performance Measures FY 11-12 FY 12-13 FY 12-13 FY 13-14
VALUES Objectives ACTUAL TARGET REVISED | TARGET
& Provide a welcoming % of job applicants for
§ orgamzatl(?n that promotes and 'regul'fir positions who 15% 15% 15% 16%
£ respects diversity. identify themselves as a
minority.

Select discussion of key measures above:

(A) Reduce average worker’s compensation claims per employee through promotion of a safe workplace:

Measure definition: This measure tracks the ratio of worker’s compensation claims per 100 full-time equivalent (FTE)
employees. Fiscal year targets are calculated based upon authorized FTE, while actual and revised are based on
filled FTE which can result in improved performance.

Evaluation of results: Results are one indicator of how well employees practice workplace safety. Training employees
and their supervisors in safe work practices is an important part of the Safety Program.

Current year performance and trends: 'The five-year average of workers compensation claims per 100 FTE is 11.49,
though FY 12-13 has been revised to <8.85 due to the low number of claims filed mid-year, and FTE being under
filled. In FY 13-14, the Human Resources department is implementing a training program for management and
supervisory staff. It is anticipated that new program will translate into improved communication between
supervisors and employees and reduce workplace injuries from the average, but still exceed the anomalous low
claims results in FY 12-13. Additionally, training and stretching programs will focus on reducing sprains and strains
which are the most frequent and expensive claims.

Conclusions and challenges: There is inherent risk in some positions, especially those in public safety. Workplace injuries
will occur, but staff is committed to minimizing accidents and injuries to the greatest degree possible.

(B) Maximize citizen satisfaction with the quality of City services:

Measure definition: This measure tracks the percentage of Citizen Attitude Sutvey respondents who give a good or
excellent rating to the quality of overall City services.

Evaluation of results: The City Manager and Department Directors use the results to gauge citizen satisfaction over
time and adjust resource allocation accordingly.

Current year performance and trends: Fluctuations between years as depicted in the graph below, likely reflect the
public’s response to budget related adjustments in City services. For example, passage of the levy in 2011 to
maintain services at the Osborn Aquatic Center, Chintimini Senior Center, and Corvallis-Benton County Public
Library may have positively influenced satisfaction levels as shown in the chart below.

Conclusions and challenges: 2011 marked
the final year of Corvallis’ participation
in the National Citizen Survey. To
save money and focus more on local
issues, the 2012 survey was conducted
by staff with assistance from OSU’s
Survey Research Center. Results will
be gauged over time to compate
satisfaction ~ with  programs  and
services. Additionally, the City shares
each year’s Citizen Survey results with
its stakeholders via the City’s website
and provides a public debrief annually
at the City Council meeting(s)
following receipt of the results.

City Services Satisfaction
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CITY MANAGER’S OFFICE PERFORMANCE INDICATORS (Continued)

(C) Develop a Marketing Plan that would promote the implementation of the Economic Development Strategy
and increase tenancy in commercially and industrially zoned properties:

o Measure definition:  'This measure tracks progress toward creating a Matketing Plan to increase tenancy in
commercially and industrially zoned properties.

o Evaluation of results: Completion of the Marketing Plan is an important step toward increasing occupation of
commercially and industrially zoned properties. It will take time for the Plan to produce results, but it is envisioned
that eventually this measure will target and produce quantifiable results.

o Current year performance and trends: This is the first year of this performance measure with the inception and staffing of
the City’s new Economic Development Program in FY 12-13.

o Conclusions and challenges: The intent is that a completed Marketing Plan will ultimately increase the number of jobs

and business investment in Corvallis with more businesses occupying properties zoned for industrial and
commercial use, though it will be a long-term process.
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CITY MANAGER’S OFFICE - BUDGET SUMMARY

%CHANGE
ACTUAL ACTUAL BUDGET REVISED ADOPTED FROM 12-13
BUDGET BY CATEGORY: 2010-11 2011-12 2012-13 2012-13 2013-14 BUDGET
Personnel Services $1,408,071 $1,226,341 $1,457,620  $1,322,140 $1,414,780 -2.94%
Supplies and Services 1,669,624 1,628,476 1,845,050 1,764,040 1,882,230 2.02%
Capital Outlay 0 0 0 0 0 0.00%
TOTAL $3,077,695 $2,854,817 $3,302,670  $3,086,180 $3,297,010 -0.17%

FY 13-14 ADOPTED BUDGET

EXPENDITURES BY CATEGORY

Personnel
Services

Capital Outlay

EXPENDITURES BY DIVISION

Risk Mgmt/

Safety Special Projects

Economic
Development

Supplies and
Services

Risk Mgmt/
Insurance

Human
Resources

Goverance

%CHANGE
ACTUAL ACTUAL BUDGET REVISED ADOPTED FROM 12-13
BUDGET BY DIVISION: 2010-11 2011-12 2012-13 2012-13 2013-14 BUDGET
Economic Development $0 $0 $300,000 $214,470 $292,250 -2.58%
Governance 1,416,807 1,214,180 1,250,130 1,183,690 1,153,590 -1.72%
Human Resources 667,744 671,253 655,590 679,770 708,640 8.09%
Risk Mgmt/ Insurance 952,753 918,698 968,450 968,450 1,058,830 9.33%
Risk Mgmt/ Safety 2,838 4,394 3,500 3,500 5,000 42.86%
Special Projects ! 37,553 46,293 125,000 36,300 78,700 -37.04%
TOTAL $3,077,695 $2,854,817 $3,302,670 $3,086,180 $3,297,010 -0.17%

(1) FY 12-13 special projects includes $80K carried over from FY 11-12 for economic development start-up costs, of which a portion ($34K) were carried over again to FY 13-14 for the marketing

strategy and Willamette Innovators Network (WIN) conference.
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CITY MANAGER’S OFFICE - BUDGET SUMMARY (Continued)

%CHANGE
ACTUAL ACTUAL BUDGET REVISED ADOPTED FROM 12-13

BUDGET BY FUND: 2010-11 2011-12 2012-13 2012-13 2013-14 BUDGET

General Fund $0 $0 $380,000 $250,470 $326,250 -14.14%

Administrative Svs Fund 2,122,104 1,931,725 1,920,720 1,863,760 1,876,930 -2.28%

Risk Mgmt Fund 955,591 923,092 1,001,950 971,950 1,093,830 9.17%

TOTAL $3,077,695 $2,854,817 $3,302,670 $3,086,180 $3,297,010 -0.17%

FY 13-14 ADOPTED BUDGET
EXPENDITURES BY FUND
General Fund
Risk Mgmt Fund
Administrative
Svs Fund
%CHANGE

GENERAL FUND - CITY MGR OFF.* ACTUAL ACTUAL BUDGET REVISED ADOPTED FROM 12-13
DEDICATED REVENUE 2010-11 2011-12 2012-13 2012-13 2013-14 BUDGET
Charges for Services $0 $0 $21,000 $21,000 $21,000 0.00%
Miscellaneous 0 0 100,000 100,000 100,000 0.00%
Dedicated Revenue 0 0 121,000 121,000 121,000 0.00%
EXPENDITURES CLASS:
Personnel Services 0 0 205,000 130,390 221,250 11.40%
Supplies and Services 0 0 175,000 120,080 105,000 -53.71%
Capital Outlay 0 0 0 0 0 0.00%
Dedicated Expenditures 0 0 380,000 250,470 326,250 -18.59%
Use of (addition to) Non-Dedicated Revenue 0 0 259,000 129,470 205,250 -27.27%

* For all other funds the revenues are dedicated for the services provided so they are not presented in the table above.

4 CITY MANAGER'S OFFICE
GENERAL FUND RESOURCES AND REQUIREMENTS
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CITY MANAGER’S OFFICE ORGANIZATION CHART

City Manager
Jim Patterson

Governance Human Resources Economic
— Development
/a - N o

1.0FTE 1.0 FTE
Assistant to City Mgt /| Human Resources 1.0 FTE

City Recorder Manager Economic Dev.
\ ) ) .
Manager
)

1.0 FTE 1.0 FTE
Management Assistant Benefits Officer 1.0 FTE
— @ Economic Dev. Officer

_20FIE 1.80 FIE
Senior Admin HR Specialist
Specialist

CITY MANAGER’S OFFICE STAFF

Historical
Monthly Salary Head | FY 13-14| FY 12-13 FY 11-12

Positions Group Range (1.0 FTE) Count FTE FTE FTE

City Manager Exempt $11,667 1 1.000 1.000 1.000
Assistant City Manager1 Exempt 7,938 - 10,131 - 0.000 1.000 1.000
Economic Development Manager Exempt 6,579 - 8,396 1 1.000 1.000 0.000
Assistant to City Manager/City Recorder Exempt 5,848 - 7,463 1 1.000 1.000 1.000
Human Resources Manager1 Exempt 5848 - 7,463 1 1.000 0.000 1.000
Economic Development Officer Exempt 4335 - 5,533 1 1.000 1.000 0.000
Management Assistant Exempt 4335 - 5,533 1 1.000 1.000 1.000
Benefits Officer Exempt 4335 - 5,533 1 1.000 1.000 1.000
Senior Administrative Specialist Exempt 3319 - 4,237 2 2.000 2.000 2.000
Human Resources Specialist Exempt 3,319 - 4237 2 1.800 1.800 1.750
TOTAL 11 10.800 10.800 9.750

NOTE: Salary ranges reflect FY 12-13 Class and Compensation schedules.

1. The Human Resources Manager position was eliminated in FY 12-13 to support achieving a sustainable budget for the General Fund; however, after the
incumbent resigned from the Assistant City Manager position, a reorganization occurred that justified replacing that position with a Human Resources
Manager in FY 13-14.
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COMMUNITY DEVELOPMENT DEPARTMENT SUMMARY OF SERVICES

BY DIVISION

MISSION STATEMENT

It is the mission of the Community Development Department to facilitate the definition, interpretation and implementation of

the community’s vision for Corvallis.

ADMINISTRATION

HOUSING

PLANNING

e  Conduct strategic planning and
monitoring,

e  Coordinate non-profit agency
communications.

e Administer department contracts

and grants.

e  Provide departmental budget
preparation and management.

e  Provide supportt for City/OSU
Collaboration Project.

e Facilitate social service funding
allocation.

DEVELOPMENT SERVICES

e  Provide one-stop permit and
information center for building

construction and zoning services.

e  Review plans, issue permits, and

conduct inspections for approved

development projects.
e Interpret and apply minimum
building safety codes.

e Apply Land Development Code
standards to approved projects.

e  Administer code enforcement

program. Investigate and resolve

nuisance complaints, and code
violations.

e Administer flood plain management

regulations.
e Administer erosion prevention/
sediment control program.

e Administer City street addressing

and banner programs.

e  Provide contract inspection and
plan review services for Benton
County.

e Collect School Excise Tax.

Manage the delivery of federal
funds (Community Development
Block Grant and HOME
Investment Partnerships Program)
to support affordable housing,
social services, and other
community development activities
in Corvallis.

Design and deliver financial
assistance programs to help lower
income residents rehabilitate or
purchase homes.

Design and deliver financial
assistance programs to help rental
property owners rehabilitate
structures that will affordably house
lower-income tenants.

Design and deliver financial
assistance programs to improve the
energy efficiency of residential
properties.

Provide technical and financial
assistance to non-profit agencies.
Educate the community about fair
housing laws and regulations.
Investigate and assist in resolution
of rental housing related disputes.
Manage the City’s Community
Development revolving loan and
surplus real property portfolios.

Downtown' Riverfront Park

Assure consistency with state and
federal land use regulations and
planning.

Facilitate and manage long-range
planning efforts.

Develop and implement community
development projects and
programs.

Foster and ensure citizen
participation in land use matters.
Coordinate and manage land use
review of development proposals,
including:

Annexations

Comprehensive Plan
Amendments

Legislative Amendments to the
Land Development Code
Planned Developments and
requests for variations

Zone Changes

Subdivisions

Conditional Developments.

VVV VY Y VYV

Coordinate and manage the City’s
Historic Resources program,
including review of Historic
Preservation permits.

Provide information to the public
regarding the City’s planning
program.

Implement applicable City Council
Goals and Planning Division Work
Program, per City Council
direction.

Ensure compliance with State
mandates for land use planning
through coordination with the
Oregon Depatrtment of Land
Conservation and Development
and other agencies.

Note: The Community Development Department operates in the General, Street, Development Services, CD Revolving, Parking, Water, Wastewater and Storm
Water Funds. Work plan goals and accomplishments linked to the service activities above are provided in these funds’ sections.
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COMMUNITY DEVELOPMENT DEPARTMENT PERFORMANCE INDICATORS

COUNCIL | Management Goals & Performance Measures FY 11-12 | FY 12-13 FY 12-13 FY 13-14
VALUES Objectives ACTUAL | TARGET | REVISED | TARGET
Maintain stated objective of | Percentage of building
completing inspections inspections completed on 100% 95% 95% 95%
within same day of request. time.
Achieve plan review turn- Percentage of initial 90% 90% 90%
- around time consistent with residential plan review 98% within 14 | within 14 | within 14
3 other Oregon cities. completed within 14 calendar calendar calendar
3 calendar days. (A) days days days
E Meet or exceed State Average review time (in
= requirements for land use days) to process a public ) )
S application review time. hearing-level land use 34days | <100days | <100days | <100 days
application. (B)
Meet or exceed State Average review time (in
requitements for land use days) to process an ) i
ap?)lication review time. adininist}r)ative land use 18 days <45 days <45 days <45 days
application.
. Achieve at least the targeted | Improving level of citizen
g g % citizen rating of ‘very satisfaction with land use
3 5 valuable’ and ‘somewhat process from Citizen o o o o
g % valuable’ combined for the Attitude Survey. ! 4% 6u% 81% 5%
S & survey question on land use
- planning services. *
Conserve resources by Percentage of permits
reducing fuel and paper use. | issued online (mechanical, o o o o
electrical, and plumbing). 26% 3% 3% 3%
£ ©
7 Maintain the quality of low Units of housing
. § income housing in a cost rehabilitated per $100,000
% effective manner. in City funds invested. 2.7 3.0 3.0 3.0
w
Assure that low income Housing units occupied by
B residents’ housing needs are | low income households
4 met in a cost effective assisted per $100,000 in 8.5 10.0 10.0 10.0
5 manner. City funds invested. (D)

Select discussion of key measures above:

(A) Initial plan review completed within 14 calendar days:
o Measure definition: Residential building plan review turn-around is 14 calendar days or less. Turn-around is defined as the
time from application submittal to all disciplines having completed first review and the permit being issued, or a hold

being placed and a review letter being sent to the applicant requesting additional information.

e Evalnation of results: Residential plan review turn-around target aligns with target of 14 calendar days for initial review.

o Current year performance and trends: Goal for success rate is 90%. FY 11-12 actual rate was 98%, exceeding this target.
While residential work has been focused on remodels and additions, new home permits have increased in Corvallis, and
State economists suggest that there are signs of improvement in the new home construction market overall. In the
meantime, it is anticipated that commercial activity will remain strong based on recent discussion with stakeholders.

L In the 2012 survey, the combined result of ‘very valuable’ and ‘somewhat valuable’ was 81%, but a more conservative target has been chosen for FY 13-
14 since survey questions prior to 2012 asked to ‘rate the quality’ rather than ‘how valuable’ the services are, thus staff needs more time to evaluate the
impact the new survey wording has on this performance measure.
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COMMUNITY DEVELOPMENT DEPARTMENT - PERFORMANCE INDICATORS

(Continued)

Conclusions and challenges: Workload fluctuates based on a number of issues, many of which are beyond the Division’s
control, and can contribute significantly to the rate of success. Factors include: the economy, new codes, homeowner
projects, complex remodel projects, outside agency timelines, size and scope of projects, contract structural review,
seismic, over-the-counter reviews, phased development, number of deferred submittals, design professional competency,
and staffing levels. Commercial
work tends to be more time
consuming and challenging to
920% - - - o review. Stakeholders became
increasingly frustrated with the time
80% — — — — — it takes to complete review
processes and the complexity of the
70% codes. This was the impetus for the
FY 08-09 FYO09-10 FY10-11 FY11l-12 FY 12-13* Service Enhancement Review Fee
*FY 12-13 Target. (SERF) and the reorganization of
Development Services that was
initiated and approved in FY 10-11. A significant increase in process streamlining has been realized as a result of the
service enhancement initiative which establishes Project Coordinators that handle a project from concept to completion.
Staff is committed to streamlining and simplifying processes with stakeholder input. The goal is to increase 1-day plan
review times from 30% reviewed within 1-day, to 60% by the end of 2013.

Residential Plan Review

100%

(B) Average review time (in days) to process a public hearing-level land use application:

Measure Definition: This measure examines the amount of time elapsed between receipt of a complete land use
application and the final local decision on the application. State law requires local jurisdictions to issue final decisions at
the local level (prior to potential Land Use Board of Appeals (LUBA) appeal) on land use applications within 120 days
from receipt of a complete application.

Evalnation of Results: The Planning Division has, on average, been able to issue a final decision on a land use application
in much less time than 120 days. However, this figure is subject to a few variables that are outside the control of the
Planning Division, including the relative number of land use appeals received and the volume of land use applications
received within a given time period. If the proportion of land use appeals received increases, the average time to final
decision would increase, due to the increased need to accommodate two public hearing processes. Additionally, given
fixed staffing levels, an increase in the number of land use applications received would tend to increase the average time
to finalize a local decision.

Current year performance and trends: The FY 12-13 target was to average less than 100 days to reach a final local decision on
a public hearing-level land use application. Historically, the Planning Division has averaged a much shorter time span
between receipt of a complete application and a final
local decision. In FY 11-12, the average was 34 days.
Conclusions and  challenges: ~ Given the Planning
Division’s past performance in the area, maintaining
the FY 13-14 target at an average of 100 days or less
would be appropriate. However, given the City’s
budget situation and limited staff capacity, a
significant increase in appeals received, and/or an
increase in the number of land use applications
received, could impact the Planning Division’s
average turnaround time.

-

Commercial Construction

City of Corvallis 96 FY 13-14 Adopted Budget



COMMUNITY DEVELOPMENT DEPARTMENT - PERFORMANCE INDICATORS
(Continued)

(C) Percentage of permits issued online:

o Measure definition: This is a measure which tracks how many permits are issued online through OregonPermits.gov, as
compared with the total permits issued. This measure applies only to electrical, mechanical, and plumbing permits.

e Evalnation of results: Results have exceeded targeted expectations each year. Of the 2,714 permits issued in FY 11-12, 705
or 26% wete issued online, saving multiple trips to City Hall.

o Current year performance and trends: Current year performance is on track and may end up exceeding the FY 12-13 target
which justifies increasing this target to 35% for FY 13-14. Outreach is being conducted to promote additional use, and
results will be re-evaluated at the end of FY 12-13.

o Conclusions and challenges: Customers have embraced the system in a manner that has exceeded expectations. Additional
outreach to customers has increased awareness of the system and the savings for contractors. With this State run web
portal, one major challenge for the division is keeping the State up-to-date with current address data to ensure it is
published in a timely manner. Additionally, each time a new permit type is added for online issuance, there is some
department overhead incutred to educate users on the process; however, no other permits are scheduled to be added at
this time since the City has achieved the same availability of online permit issuance that the State has.

(D) Assure that low income residents’ housing needs are met in a cost effective manner:

o Measure definition: 'This measure examines how effectively the City utilizes its financial assistance resources to help low
income households move into affordable housing opportunities. The higher the number of units assisted per $100,000
expended, the more cost effective the program’s operation. Cost effectiveness, in turn, translates into an efficiency
measure for the creation and expansion of income diversity in Corvallis’ neighborhoods.

®  Evalnation of results: Results averaged just over 8.5 units per $100,000 invested in FY 11-12, slightly lower than the
average of the prior three years, indicating actual performance is close to target.

o Current year performance and trends. Current performance is below last year at this time. The Seavey Meadows 43-unit
affordable housing development was completed in 2012, increasing the number of units available to low income
residents. However, being a new construction project compared to one consisting solely of down payment assistance,
the City’s investment per unit was necessarily much higher than average.

o Conclusions and challenges: There was a slight decrease in the number of units assisted per $100,000 invested during FY 11-
12 relative to ptior yeats. Based on matket statistics, home prices have flattened and/or fallen in Cotvallis, and it was
anticipated that unit assistance would trend back toward the City’s 10 units per $100,000 target. Existing economic
impacts on lending and construction continue to slow the City’s progress in the First Time Homebuyer Assistance
Program as well as other entities’ ability to acquite and/or construct affordable housing units.
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COMMUNITY DEVELOPMENT DEPARTMENT - BUDGET SUMMARY

%CHANGE
ACTUAL ACTUAL BUDGET REVISED ADOPTED FROM 12-13

BUDGET BY CATEGORY: 2010-11 2011-12 2012-13 2012-13 2013-14 BUDGET
Personnel Services $3,309,493  $3,495,092  $3,746,400  $3,709,870 $4,085,370 9.05%
Supplies and Services 2,467,421 1,978,538 3,822,280 1,805,050 3,764,680 -1.51%
Capital Outlay 0 42,786 57,960 57,960 69,000 19.05%
TOTAL $5,776,915 $5,516,416  $7,626,640  $5,572,880 $7,919,050 3.83%

1) For FY 13-14, the Development Services Fund has added back 2.75 FTE that were authorized but unfunded for the past

several years, due to the economic downturn.

FY 13-14 ADOPTED BUDGET

EXPENDITURESBY CATEGORY

Capital

Supplies Outlay

and

Services

Housin

EXPENDITURES BY DIVISION

Special
Projects

pppp

Personnel Development
Servicesl Services
%CHANGE
ACTUAL ACTUAL BUDGET REVISED ADOPTED FROM 12-13
BUDGET BY DIVISION: 2010-11 2011-12 2012-13 2012-13 2013-14 BUDGET
Administrative $979,121 $990,565 $1,021,350 $1,017,660 $1,008,480 -1.26%
Dewvelopment Services 1,933,598 2,071,925 2,347,150 2,347,150 2,766,090 17.85%
Planning 789,053 748,304 769,620 759,620 750,250 -2.52%
Housing 2,064,649 1,535,087 3,187,260 1,198,310 3,025,860 -5.06%
Special Projects 10,493 170,535 301,260 250,140 368,370 22.28%
TOTAL $5,776,915 $5,516,416 $7,626,640 $5,572,880 $7,919,050 3.83%

1) For FY 13-14, the Development Services Fund has added back 2.75 FTE that were authorized but unfunded for the past

several years, due to the economic downturn.
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COMMUNITY DEVELOPMENT DEPARTMENT - BUDGET SUMMARY (Continued)

%CHANGE
ACTUAL ACTUAL BUDGET REVISED  ADOPTED FROM 12-13

BUDGET BY FUND: 2010-11 2011-12 2012-13 2012-13 2013-14 BUDGET
General Fund $1,450,222  $1,256,557  $1,311,410  $1,307,350  $1,309,840 -0.12%
Street Fund 18,106 17,195 21,020 21,010 22,120 5.23%
Dev Service Fund' 1,945,554 2,416,197 2,822,700 2,762,920 3,274,050 15.99%
Comm Dev Rewolving 2,216,117 1,675,207 3,305,250 1,315,450 3,141,770 -4.95%
Parking Fund 3,527 3,925 4,050 4,050 4,220 4.20%
Water Fund 48,327 49,156 55,770 55,720 56,850 1.94%
Wastewater Fund 47,237 48,196 52,770 52,740 54,640 3.54%
Storm Water Fund 47,825 49,984 53,670 53,640 55,560 3.52%
TOTAL $5,776,915  $5,516,416  $7,626,640  $5,572,880  $7,919,050 3.83%

1) For FY 13-14, the Development Services Fund has added back 2.75 FTE that were authorized but unfunded for the past
several years, due to the economic downturn.

Comm Dev
Revolving

EXPENDITURESBY FUND

et

Other Funds

T

FY 13-14 ADOPTED BUDGET

General Fund

Dev Service Fund
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COMMUNITY DEVELOPMENT DEPARTMENT - BUDGET SUMMARY (Continued)

%CHANGE
GENERAL FUND - CD* ACTUAL ACTUAL BUDGET REVISED ADOPTED FROM 12-13
DEDICATED REVENUE 2010-11 2011-12 2012-13 2012-13 2013-14 BUDGET
Charges for Services $88,979  $177,080 $103,020 $103,020  $103,020 0.00%
Intergovernmental 8,546 5,954 10,000 5,000 8,000 -20.00%
Miscellaneous 6,120 29,620 35,500 32,500 39,860 12.28%
Dedicated Revenue 105,645 212,654 148,520 140,520 150,880 1.59%
EXPENDITURES CLASS:
Personnel Services 1,168,319 977,526 967,320 967,320 964,150 2.58%
Supplies and Services 281,906 279,034 344,090 340,030 345,690 -5.38%
Capital Outlay 0 0 0 0 0 0.00%
Dedicated Expenditures 1,450,225 1,256,560 1,311,410 1,307,350 1,309,840 0.49%
Use of (addition to) Non-Dedicated 1,344,580 1,043,906 1,162,890 1,166,830 1,158,960 0.35%

Revenue
* For all other funds the revenues are dedicated for the services provided so they are not presented in the table above.
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COMMUNITY DEVELOPMENT DEPARTMENT ORGANIZATION CHART
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COMMUNITY DEVELOPMENT DEPARTMENT STAFF

Historical
Monthly Salary Head |FY 13-14| FY 12-13 FY 11-12

Positions Group Range (1.0 FTE) Count| FTE FTE FTE

Community Development Director Exempt  $8,325 - 10,625 1 1.000 1.000 1.000
Development Services Manager Exempt 6,579 - 8,396 1 1.000 1.000 1.000
Planning Division Manager Exempt 6,579 - 8,396 1 1.000 1.000 1.000
Project Manager Exempt 5848 - 7,463 1 1.000 1.000 1.000
Housing Division Manager Exempt 5,848 - 7,463 1 1.000 1.000 1.000
Inspection Services Manager Exempt 5,848 - 7,463 1 1.000 1.000 1.000
Project Leadwotker 2 AFSCME 5,387 - 6,875 - 0.000 1.000 0.000
Senior Planner AFSCME 5387 - 6,875 - 0.000 0.000 1.000
Land Use Supetvisor Exempt 5198 - 6,634 1 1.000 1.000 1.000
Civil Engineer I AFSCME 4988 - 6,366 1 1.000 1.000 1.000
Project Coordinator I1 > AFSCME 4988 - 6,366 4 4.000 3.000 4.000
Assodate/ Assistant Planner AFSCME 4988 - 6,366 5 5.000 5.000 5.000
Code Enforecement Supervisor Exempt 4,747 - 6,058 1 1.000 1.000 1.000
Building Inspector IT AFSCME 4,620 - 5,897 6 6.000 6.000 6.000
Management Assistant Exempt 4335 - 5533 1 1.000 1.000 1.000
Land Use Inspector AFSCME 4,277 - 5458 1 1.000 1.000 1.000
Housing Program Spedalist AFSCME 4277 - 5458 2 2.000 2.000 2.000
Project Coordinator z AFSCME 4277 - 5458 2 1.750 0.750 1.000
Engineeting Technidan I1T 2 AFSCME 3,963 - 5,058 1 1.000 1.500 1.500
Grant Program Specizdist1 AFSCME 3,963 - 5,058 - 0.500 1.000 1.000
Permit Coordinator AFSCME 3963 - 5,058 1 0.500 0.500 0.500
Permit Technidan 11 AFSCME 3,676 - 4,691 2 2.000 2.000 1.000
Permit Technidan AFSCME 3,416 - 4,360 - 0.000 0.000 0.750
Senior Administrative Spedalist AFSCME 3,416 - 4,360 3 3.000 3.000 3.000
Administrative Spedalist AFSCME 2,784 - 3554 1 0.500 0.500 0.500
TOTAL 38| 37.250 37.250 38.250

NOTE: Salary ranges reflect FY 12-13 Class and Compensation schedules.

1. This position is authorized but unfilled and unbudgeted in FY 13-14 due to reductions in federal funding. As a result, actual anticipated head count and
associated salary are lower than the authorized FTE would indicate.
2. As part of a Service Enhancement Review Fee, initiated and approved by Council in FY 10-11, the department has undergone a reorganization to optimize
service provisions, and is not expected to be complete until after FY 13-14.
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FINANCE DEPARTMENT SUMMARY OF SERVICES

BY DIVISION

MISSION STATEMENT

CUSTOMER SERVICES &
PROPERTY RISK
MANAGEMENT

Provide oversight, reporting, and
administrative assistance for the
Finance Department.

Process tobacco, liquor, social
gaming and used merchandise
license requests including the
annual renewal programs.
Support departmental operations
through timely processing of
interoffice mail.

Conduct monthly meter reading
and utility billing services to over
16,000 utility services accounts.
Provide electronic bills and
convenient payment options for
customers.

Ensure monthly City Services
statements are accurate and
delivered on time.

Sell transit passes for the
Philomath Connection and 99
Express

Maintain the Finance Department
website with timely, accurate
information.

Perform contract review and
liability risk assessment as part of
property risk management
responsibilities.

Process timely payments to
vendors for providing goods and
services to the City.

Process bills for services provided
by the City, including ambulance
services and special assessments.
Assist and guide departments in
grant management compliance
and accounting,

Secure financing for capital
projects.

Ensure fiscal integrity in debt
management.

Manage and pursue collection of
delinquent accounts.

BUDGET & FINANCIAL
PLANNING

Ensuring excellence in customer service, as well as system integtity, for financial, judicial and information management.

e Process payroll and benefit
payments to ensure employees
are compensated accurately.

e  Provide performance
management support to
organization through trending
of actual results and comparison
with like entities.

e  Manage investment advisory
contracted service to ensure the
City’s cash is invested within the
guidelines of the City's
investment policy and Oregon
Revised Statutes (ORS) and
facilitate quarterly Investment
Council meetings.

FINANCIAL SERVICES

Prepare for the annual audit and
issue the Comprehensive Annual
Financial Report.

Develop and update policies and
procedures for the organization
on all financial matters.

Develop and maintain superior
banking and financial services
relationships.

Provide for safe and efficient cash
management of City funds.

Present information to the City
Council, Budget Commission,
staff and citizens on the financial
aspects of issues under
consideration by the City and on
the status of the City’s finances.
Evaluate the fiscal impact of ballot
initiatives and proposed legislation
which may impact City operations.
Maintain Budget Commission
records, including agendas and
minutes.

Update the City Council’s
Financial Policies annually.

Ensure fiscal stability through
sound long-term financial
planning, including capital asset
management and reporting.
Provide support to departments to
develop and monitor annual
budgets and prepare the annual
budget publication and legal
notices.

Prepare Quarterly Operating
Reportts on the financial status of
the City to the City Council and
Budget Commission.

MANAGEMENT
INFORMATION SERVICES

e  Tacilitate accurate and timely
data retrieval and exchange by
using automated information
systems.

e Provide support for operating
departments by implementing
and maintaining data
management systems.

e  Configure, install, and maintain
the City’s desktop PCs, servers,
and network infrastructure.

JUDICIAL SERVICES

e  Respond to inquiries for
Municipal Court information.

e  Process payments for parking,
criminal and traffic citations.

e  Provide Court Clerk services for
the Municipal Court Judge.

e  Prepare court documents
including dockets, warrants,
suspension notices and late
notices.

Note: The Finance Department operates in the General, Parking, Technology and Communication, and Administrative Services Funds. Work plan goals and
accomplishments linked to the service activities above are provided in these funds’ sections.
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FINANCE DEPARTMENT PERFORMANCE INDICATORS

COUNCIL | Management Goals & Performance Measures FY11-12 | FY12-13 | FY12-13 FY13-14
VALUES Objectives ACTUAL | TARGET | REVISED | TARGET
Receive sufficient per Maintain operating revenue
capita revenue levels to greater than or equal to
enable the City to $1,550 per capita. $1,643 >$1,550 >$1,600 >$1,550
maintain existing service
levels.
Ensure City resources are | Maintain general overhead
primarily spent on costs (City Manager’s Office
operations that provide and Finance) at less than 7% 5.9% <7.0% <6.0% <7.0%
5 services directly to of total operating budget. (A)
§ citizens.
é) Provide necessary Achieve 100% server uptime
f-; information technology rela.tlve to scheduled server 99.96 % 100% 99.73% 100%
3 resources for departments | uptime. (B)
© to operate efficiently.
Manage MIS resources Resolve service calls to repair
effectively and provide calls at a2 maximum ratio of
cost-efficient, high- two-to-one and document
quality, pro-active service | repair calls more accurately
to the organization to while recording multiple L3711 31 31 21
support system changes repair calls into a single
to adapt to ongoing repair call if a single incident
departmental needs. is involved.®
Increase organizational Maintain operating
efficiency in providing expenditures less than or $1,395 <$1,490 <$1,350 <$1,490
service output. equal to §$1,490 per capita.
Reduce department wide | Reduce paper purchases by
paper consumption 10% in FY 12/13 over actual
through increased use of | FY 11/12 consumption with
electronic file sharing and | an additional 3% reduction 630 548 567 550
iy software upgrades in FY 13/14 (as measured in
i reams on a quarterly basis).
<
5 ©
b Reduce paper and Increase number of E-Bill
& postage costs by participants to about 13% of
increasing proportion of | Utility Billing customers in
Utility Billing customers FY 13/14 through increased 1,761 1,500 1,500 2,000
participating in E-Bill advertisement.
program.
® Prior to FY 13-14, maximum ratio of service calls to repair calls was targeted at three-to-one.
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FINANCE DEPARTMENT PERFORMANCE INDICATORS (Continued)

Select discussion of key measures:

(A) Maintain general overhead costs at less than 7% of total operating budget:

Measure definition: Maintain administrative overhead for the City’s operations (i.e. operating costs in the City
Manager’s Office and Finance Department) at less than 7% of the City’s total operating budget. Both numerator
and denominator of the percentage are expressed as total expenditures less capital projects, debt service, transfers
and other non-operating costs.

Evalunation of results: Keeping overhead costs as low as possible helps ensure that City resources are primarily spent on
operations that provide services directly to citizens. The U.S. Government allowance for overhead on a federal
HOME grant is 10% and is considered a reasonable benchmark for comparative purposes.

Current year performance and trends: The City has consistently managed general overhead costs below the federal
begchmark . standard with general overhead costs Quarterly Overhead Costs % City Operating Budget
typically falling below a 7% threshold. In the last five FY 12-13 as of 3rd Quarter

years, total overhead costs rose slightly in FY 08/09
and again in FY 10/11. Costs declined in FY 09/10 7.00%
and in FY 11/12, and are trending lowet throughout | ** m
FY 12/13. With continued efforts to increase jZZZ ] ]
efficiencies and reduce staff, overhead costs in the last 2.00% || |

two fiscal years are less than the previous four years. 200% — —
1.00% —  E—

Conclusions and challenges: ~ As the City continues to | = . . . ,
identify efficiencies and additional savings, most FY08.09 FY09-10 Frioil FYiL12 FY1213
general overhead costs are manageable. Due to
inflation and variables outside the control of the City,
some overhead costs such as pension and health insurance benefits are difficult to control and will most likely
increase in the future. The organization must continue to gain efficiencies to ensure resources are primarily spent
on operations that provide services directly to citizens.

O1stQtr @2nd Qtr O3rd Qtr O4th Qtr

(B) Achieve 100% server uptime relative to scheduled uptime:

Measure definition: MIS aspires to have a 100% server uptime. When maintenance requires an outage, best effort is
given to have this outage occur in the off-hours for the majority of the organization. The risk of an emergency
outage is mitigated through the intelligent use of redundancy, clustering and backup systems.

Evalnation of results: As departments further integrate computerized technology into their core business competency,
MIS ensures it is done correctly. Server uptime improves performance within departments and enables the
departments to achieve internal efficiencies.

Current year performance and frends: Server uptime petformance has been measured since FY 05/06, when MIS
achieved just over a 96% server uptime average for the year. Average server uptime results continued to improve to
nearly 100% since initial reporting. With the additional resource of virtual servers, server uptime was near perfect in
the 10 quarters preceding Q3 FY 12/13 when a catastrophic hardware failure occutred that resulted in a weekend
outage spanning 64 hours. Although staff has taken measures to prevent, as well as reduce, the impact to the
organization if similar incidents were to re-occur in the future, with equipment getting older and cost cutting
measures across the City, there is expected to be an impact to overhead costs for server replacement in the near
future.

Conclusions and challenges: Budgets must balance the Server Uptime

need for 100% server uptime relative to economic FY12/1325 of 3rd Quarter
feasibility. In recognition of this situation, MIS takes
into consideration the schedules of each department

S —

A A . . 99.00% = |
when scheduling server downtime relative to their o700 -
operational hours. To address specific problems such 05.00% -
as electrical power interruptions that may impact 9300% —
server performance and uptime, MIS has an on-site 01.00% —
generator that provides automatic electrical backup for 89.00% m
these systems. MIS has continued to improve its 87.00% 4 —
server uptime to consistently achieve close to 100% 85.00% = — —

FY07/08 FY08/09 FY09/10 FY10/11 FY11/12 FY12/13
performance.

B1stQtr 02ndQtr  O3rdQtr  W4thQtr
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FINANCE DEPARTMENT PERFORMANCE INDICATORS (Continued)

©

Reduce department paper consumption through increased use of electronic file sharing and software upgrades:

Measure definition: City Council adopted a sustainability policy directing the organization to identify opportunities to
adopt sustainable practices. The finance department has determined an annual 10% reduction in paper
consumption a sustainable practice consistent with Council policy and established FY 05/06 as the baseline year for
comparative purposes.

Evalnation of results: Finance department paper purchases are recorded each quarter based on the number of reams
purchased from suppliers. The Finance
department  began tracking paper Finance Department Paper Purchases
consumption in FY 04/05, with 2,341 FY12/13 as of 3rd Quarter
reams of paper putchased. In FY 05/06
(base  year), paper  consumption
decreased 35% (1,790 reams) due to 2,500
employee  efforts to  implement

sustainable practices. Many of these g‘ 2001
practices focused on changes in | S 1500 A
standard operating procedures that were g o0 -
readily adopted by staff. As the effort | = ~

increased, paper consumption decreased 500 E E E E
t0 650 reams in FY 08/09, a 64% ) | | | | =N

reduction over the base year. Staff FY04/05  FY08/09  FY09/10  FY10/11  FY11/12  FY12/13
continued to implement new
technologies, such as online archiving, B1stQr  020dQu  O3rdQu  M4th Qur

and more efficient procedures. As a
result, papet consumption decteased to 568 reams in FY 09/10. However, in FY 10/11 and FY 11/12 papet
consumption increased unexpectedly to a high of 630 reams due to in-house printing of documents that were
formertly outsourced. Staff is determined to reduce current FY 12/13 consumption to 567 teams, a 10% reduction
over FY 11/12. Staffs goal for FY 13/14 is 550 reams, as a teasonable, stable level untl the next wave of
technology or other efficiencies can be derived.

Current year performance and trends: Reductions in paper consumption from previous years continues to be significant
with current year consumption running well under 600 reams. It appears the decrease in paper use is stabilizing and
further reductions may be more difficult, if not impossible to achieve based on archival needs alone.

Conclusions and Challenges: The Finance department typically uses more paper than many other departments due to
the nature of the financial work and the necessary documentation required for audit putposes. Occasionally
archival needs may also cause a spike in use of paper if a budget-related election requites offline documenting or
reporting. The Finance department has had among the greatest opportunity of any department to reduce paper
consumption and thereby contribute to a more sustainable environment. Staff will continue to implement new
processes that enable use of less paper. This may include the purchases of additional software and use of new
technologies, where fiscally prudent, to meet the goal. Future reductions will continue to be proposed but likely at
smaller increments, given the eventual attainment of a minimum threshold of paper use from a practical standpoint.

e ]

Municipal Court Treasury CAFR & Adopted Budget Documents
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FINANCE DEPARTMENT - BUDGET SUMMARY

%CHANGE
ACTUAL ACTUAL BUDGET REVISED ADOPTED FROM 12-13
BUDGET BY CATEGORY: 2010-11 2011-12 2012-13 2012-13 2013-14 BUDGET
Personnel Services $3,325,766 $3,380,350 $3,225,780 $3,243,740 $3,370,860 4.50%
Supplies and Services 1,267,250 1,395,598 1,449,430 1,457,030 1,579,200 8.95%
Capital Outlay 54,970 96,539 115,000 55,000 55,000 -52.17%
TOTAL $4,647,986 $4,872,487 $4,790,210 $4,755,770 $5,005,060 4.49%
FY 13-14 ADOPTED BUDGET
EXPENDITURES BY CATEGORY EXPENDITURES BY DIVISION
Suppli d : . .
ugsr\l/eizein Capital Outlay Special Projects Customer Service
Mgmt Info Services
- . Financial Services
Judicial Services
Personnel Budget and Financial
Services Planning
%CHANGE
ACTUAL ACTUAL BUDGET REVISED ADOPTED FROM 12-13
BUDGET BY DIVISION: 2010-11 2011-12 2012-13 2012-13 2013-14 BUDGET
Customer Service $1,023,829 $1,015,319 $1,062,500 $1,074,510 $1,101,960 3.71%
Financial Services 970,940 978,430 883,720 878,130 945,830 7.03%
Budget and Financial Planning 517,356 536,167 540,530 534,110 569,340 5.33%
Judicial Services 688,430 787,361 845,160 810,720 854,290 1.08%
Mgmt Info Services 1,398,968 1,394,167 1,338,300 1,336,210 1,347,940 0.72%
Special Projects 48,462 161,043 120,000 122,090 185,700 54.75%
TOTAL $4,647,986 $4,872,487 $4,790,210 $4,755,770 $5,005,060 4.49%

Finance Divisions MIS Team Customer Services - Utility Billing and
Administration
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FINANCE DEPARTMENT - BUDGET SUMMARY (Continued)

%CHANGE
ACTUAL ACTUAL BUDGET REVISED ADOPTED FROM 12-13
BUDGET BY FUND: 2010-11 2011-12 2012-13 2012-13 2013-14 BUDGET
General Fund $576,401 $659,182 $629,740 $621,470 $646,770 2.70%
Parking Fund 112,029 128,179 215,420 189,250 273,220 26.83%
Tech & Commun. Fund 1,426,463 1,531,455 1,443,300 1,443,300 1,417,940 -1.76%
Admin Services Fund 2,533,092 2,553,671 2,501,750 2,501,750 2,667,130 6.61%
TOTAL $4,647,986 $4,872,487 $4,790,210 $4,755,770 $5,005,060 4.49%
FINANCE
GENERAL FUND RESOURCES AND REQUIREMENTS
700
FY 13-14 ADOPTED BUDGET e I
EXPENDITURES BY FUND
General Fund 500 A
— __l__ Parking Fund »
) e = ) "E 400 |
- '——L\T‘ F 20 J
Admin Services o Tech & Commun. 200 1
Fund Fund
100
0
FY 10-11 FY 11-12 Adopted Revised Adopted
12-13 12-13 13-14
C—Dedicated Expenditures —e—Dedicated Revenue
W,
%CHANGE
GENERAL FUND - FINANCE* ACTUAL ACTUAL BUDGET REVISED ADOPTED FROM 12-13
DEDICATED REVENUE 2010-11 2011-12 2012-13 2012-13 2013-14 BUDGET
Charges for Services $136 $105 $200 $200 $200 0.00%
Dedicated Revenue 136 105 200 200 200 0.00%
EXPENDITURES CLASS:
Personnel Services 352,761 403,584 329,880 334,230 329,330 2.09%
Supplies and Services 223,640 255,597 299,860 287,240 317,440 5.86%
Capital Outlay 0 0 0 0 0 0.00%
Dedicated Expenditures 576,401 659,181 629,740 621,470 646,770 3.89%
Use of (addition to) Non-Dedicated Revenue 576,265 659,076 629,540 621,270 646,570 3.89%
* For all other funds the revenues are dedicated for the services provided so they are not presented in the table above.
* Although Fine & Forfeiture revenue is recorded in Finance, this revenue has been shown in the Police Department table
since the revenue is generated by Police department personnel.
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FINANCE DEPARTMENT ORGANIZATION CHART

Finance Director
Nancy Brewer

Municipal Court Judge

\N _,
I
[ [ [ I ]
( LOFTE ) ( LOFTE ( LOFTE LOFTE ( worE )
. i . e . i Jus Services, Municipal C
MIS Manager Financial Services Manager B&FP Manager P(‘\'folfi;-kcizllcm/ ‘ ) h:“cq.ﬂ,l ourt
\ ) \ \ roperty Risk Manager \___ Supervisor )
\ [ \
Management Information . . . . 3
Services it iz Eudectss F:manclal Customer Services Municipal Court
Planning
1.0 FTE 175 FTE 35FIE
Financial Info System Budget Analyst Court Clerk
Admin \ J
1.0 FTE ( \
Network 10 FTE
Administrator Payroll Coordinator
N
20FTE
Systems Analyst 1.0 FTE
Financial
1O FTE Analyst
System
Administrator/
Leadworker
3.0 FTE
Systems
Administrators

FINANCE DEPARTMENT STAFF

Historical
Monthly Salary Head | FY 13-14| FY 12-13 FY 11-12

Positions Group Range (1.0 FTE) Count| FTE FTE FTE

Finance Ditrector Exempt $8,325 - $10,625 1 1.000 1.000 1.000
MIS Manager Exempt 6,579 - 8,396 1 1.000 1.000 1.000
Financial Services Manager Exempt 5198 - 6,634 1 1.000 1.000 1.000
Budget and Financial Planning Manager Exempt 5,198 - 6,634 1 1.000 1.000 1.000
FIS Administrator/Analyst AFSCME 4988 - 6,366 1 1.000 1.000 1.000
Network Administrator AFSCME 4988 - 6,366 1 1.000 1.000 1.000
System Administrator II/Leadworker AFSCME 4,988 - 6,366 1 1.000 1.000 1.000
Customer Service Manager Exempt 4,747 - 6,058 1 1.000 1.000 1.000
Webmaster/Information System Analyst AFSCME 4,620 - 5,897 1 1.000 1.000 1.000
Senior Accountant AFSCME 4,620 - 5,897 1 1.000 1.000 1.000
Information Systems Analyst AFSCME 4,620 - 5897 1 1.000 1.000 1.000
System Administrator I AFSCME 4,620 - 5,897 3 3.000 3.000 4.000
Accountant ' AFSCME 3,963 - 5,058 2 1.750 2.000 2.000
Court Supervisor Exempt 3959 - 5,053 1 1.000 1.000 1.000
Budget Analyst Exempt 3959 - 5,053 2 1.750 1.750 2.000
Treasury Analyst AFSCME 3,676 - 4,691 - 0.000 0.000 1.000
Financial Analyst AFSCME 3,676 - 4,691 1 1.000 1.000 1.000
Utility Billing Field Spec AFSCME 3,676 - 4,691 2 2.000 2.000 2.000
Utility Billing Leadworker AFSCME 3,676 - 4,691 1 1.000 1.000 1.000
Payroll Coordinator Exempt 3,302 - 4,214 1 1.000 1.000 1.000
Court Clerk AFSCME 3,048 - 3,890 4 3.500 3.500 4.000
Accounting Specialist ! AFSCME 2,784 - 3,554 4 3.750 3.500 3.750
Administrative Specialist 2 AFSCME 2,784 - 3,554 1 1.000 1.000 1.000
TOTAL 33] 31.750 31.750 34.750

NOTE: Salary ranges reflect FY 12-13 Class and Compensation schedules.

1. For cost savings and to improve on efficiencies of reduced staffing levels, a reorganization during FY 12-13 resulted in 0.25 FTE being re-classed from an
Accountant to an Accounting Specialist position.
2. The 1.0 FTE Administrative Specialist is being under-filled at 0.75 FTE.
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FIRE DEPARTMENT SUMMARY OF SERVICES
BY DIVISION

MISSION STATEMENT

To protect the lives, safety, property, and environment of all persons in the community and surrounding areas we serve; to
educate, inform, and enforce life safety with knowledge and fairness; to give the fullest measure of service for the cost.

MANAGEMENT SERVICES

HAZARD REDUCTION SERVICES

Train department personnel.

Develop plans and procedures aimed at meeting goals
and objectives within financial and regulatory
limitations.

Coordinate disaster preparedness and response.
Provide administrative services for the department.

Develop and implement strategic planning for the Fire
Department.

FIRE & RESCUE OPERATIONS

Respond to all emergency and non-emergency calls for
fire protection, rescue, pre-hospital emergency medical
treatment, and general environmental protection for
the community and surrounding areas.

Fire Prevention activities
at the Benton County Fair

Provide inspection services to limit the occurrence and
spread of unwanted fires, the losses they cause to the
community, and to ensure life safety.

Participate in pre-construction plan reviews in
cooperation with Development Services to ensure fire
safety requirements are met.

Implement education programs to assist the public and
area agencies to respond to fire and medical
emergencies.

EMERGENCY MEDICAL SERVICES

Provide paramedic care for all emergency medical
service calls in Corvallis and the Corvallis Rural Fire
Protection District.

Provide transport ambulance services to the entire
Benton County Ambulance Service area.

Note: Historically, the Fire Department operated in the Fire and Rescue Fund. As of FY 13-14, Fire operates in the General Fund. Work plan goals and accomplishments linked to the
service activities above are provided in this funds’ section.

-ireﬁghters in full personal
protective clothing
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FIRE DEPARTMENT PERFORMANCE INDICATORS

COUNCIL | Management Goals & Performance Measures FY 11-12 FY 12-13 FY 12-13 FY 13-14
VALUES Objectives ACTUAL | TARGET | REVISED | TARGET
Achieve a response time of 5 | Percentage of total fire
minutes or less from calls with a response time
dispatch to arrival on Code 3 | of 5 minutes or less from
fire calls within the city dispatch to arrival within 63.0% 70.0 % 70.0 % >70.0%
limits, greater than our city limits. (A)
comparatot’s average of
B 70%.
b5 Achieve a response time of 5 | Percentage of EMS calls
é’ minutes or less from requiring ALS with
sa) dispatch to arrival of ALS response time of 5 minutes
z equipment of Code 3 EMS or less from dispatch to 57.0% 60.0 % 60.0 % 60.0%
© calls within the city limits, arrival within city limits.
greater than the 45% ASA
contract target.
Maintain false alarm rate due | False alarms due to system
to system malfunction at or malfunction as a
belgw the 34% level reported | percentage of total non- 11.68% <38% 3% <34%
by NFPA. EMS incidents.
N Interact with at least 10% of | Percentage of citizens
g‘ g residents (city and rural attending public education
g 5 district) in public education events. 11.5% 10% 10% >10%
g5 events annually.
S
Maintain average loss per Maintain average loss per
c.ap.ita within city & district c.ap.ita within city & district $8.39 < $32.50 $32.50 <§35.50
N limits less than regional limits less than national
g average of $35.50. average. (B)
’cgs Maintain the number of Residential structure fires
= reported residential structure | within city limits. (C)
2 fires within the city limits at 30 <89 70 <70
less than the national average
of 70 for similar-sized
communities.

Select discussion of key measures above:

(A) Achieve a response time of five minutes or less from dispatch to arrival on more than 70% of Code 3 fire calls
within the city limits:

o Measure definition: This is one of the standard measures of a fire department’s effectiveness across the industry. A

common industry goal was to achieve a 4-minute response time on 90% of emergency calls. Increasing costs and
population figures have resulted in the need for a majority of departments nationwide to reassess that target. A 4-minute
response time was found to be unrealistic and very expensive in terms of infrastructure and personnel. Irrespective of
the increased difficulty in meeting the tar