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ADMINISTRATIVE SERVICES COMMITTEE

o Agenda

Wednesday, June 3, 2015

CORVALLIS 1:00 pm

ENHANCING COMMUNITY LIVABILITY

Madison Avenue Meeting Room
500 SW Madison Avenue

Discussion/Possible Action  I. Follow-up on Fossil Fuels Divestment Initiative
(Attachment)

Discussion/Possible Action Il. Third Quarter Operating Report (Attachment)
Discussion/Possible Action Ill. Majestic Theatre Third Quarter Financial Report
(Attachment)

Information IV. Other Business

THE JUNE 17 MEETING IS CANCELED

Next Scheduled Meeting
Wednesday, July 8, 2015 at 1:00 pm
Madison Avenue Meeting Room, 500 SW Madison Avenue

Agenda
Republic Services Annual Report
Livability Code/Neighborhood Outreach Program
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MEMORANDUM
TO: Administrative Seryices Committee for June 3, 2015 meeting
FROM: Janet Chenard; :/ et & Financial Planning Manager
DATE: May 26, 20?:”

SUBJECT:  City Investment Policy on Fossil Fuel Companies

I. Issue

To provide further information to ASC in order for them to make a recommendation regarding the City’s
investment policy and other potential actions with regard to fossil fuel companies.

IL. Background

At the April §, 2015 meeting of ASC, staff brought forward a potential change to Council policy on
corporate investments. Community members also expressed interest in having Council pass a resolution
regarding the City’s stance on fossil fuel investment, and having a letter(s) sent to those State entities
holding investments with which the City is associated, but over which the City has no direct control.

ASC members stated that they wished to have more information prior to making a final recommendation
to Council on this topic.

I11. Discussion

Information on the City Council’s fiduciary responsibility for City government investments and the
current status of fossil fuel company investments was provided in the staff memo dated March 30, 2015
in ASC packets for the April 8, 2015 meeting, and is not restated here.

Included with the minutes to the April 8™ meeting were resolutions from two other Oregon
municipalities: Eugene and Ashland, which outlined a process similar to that recommended by City of
Corvallis staff. They resolved to use the Fossil Free Index Carbon Underground (FFICU) 200 report to
eliminate direct investment by their City staff in the companies listed thereon. Both Ashland and Eugene
also urged the State and other local communities/agencies through their resolutions to consider
divestment of any fossil fuel holdings. The City’s investment advisory consultant, Government Portfolio
Advisors (GPA) advised that the work it has been doing with the City of Portland has not progressed to
a point that it provides better/different direction than what Eugene and Ashland have accomplished.

In addition to the information on what other local communities have done, staff was asked to work with
GPA and look further at the robustness of the FFICU listing (see Attachment A). This report appears to

be a reasonable one to use, given its availability and that it is kept relatively current. Public testimony to
this effect is also attached (see Attachment B).

Page 1 of 2
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1V. Alternatives

In lieu of the separate alternatives presented in the previous memo, the following options are proposed
for ASC consideration, based on ASC’s stated desire to do something in respect of fossil fuel
divestment:
1. Modify Investment Policy 10.08 to include language that the City will not directly invest in the
200 fossil fuel companies as they are identified by the FFICU in a report found on the Fossil Free
Index website. Draft language has been included in Attachment C;
2. Pass aresolution in a form similar to the recent Carbon Pricing initiative resolution, as per
Attachment D;
3. Send a letter and/or the resolution to any agencies specified by the City Council.

V. Action Requested

Members of ASC are asked to review the information provided herein, and provide direction to staff.

Review & Concur:
Nancy Brewer, Finance Director Mark Shepard, City Manager

Page 2 of 2
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Public Testimony Submission — Bob Ozretich — Fossil Free Index Information

Carbon Tracker Initiative (CTI) and the Fossil Free Index (FFI) don't come up with
similar enough reserves for top companies for me to conclude that they are using the
same source of data and conversion formulas. The methodology used by CTl is more
transparent (the full FFl methodology is a paid-for product) and each uses proprietary
products from different companies that track reserves of fossil fuels while using
conversion factors used by the Intergovernmental Panel on Climate Change in its

emissions modeling.

That one finds differences between the carbon dioxide equivalent reserves of different
reports was actually anticipated by the CTl folks. "The term ‘reserves’is applied in
many different ways and has different definitions for coal than it does for oil. This is
exemplified by the number of different regional standards for reporting reserves which
would produce different numbers when applied to the same geological location. We
have always expressed our numbers as estimates, and do not claim to know more
about the reserves than the companies themselves. One challenge has been trying to
extrapolate oil reserves and resources data to get an idea of exposure out to 2050. This
has led to CTI numbers being higher than the strictest reserves numbers reported to the
SEC, for example. However the companies that are identified are likely to be very
similar, in terms of who has the largest interests going forward, no matter what definition
of reserves you use. For example some organizations have used SEC disclosures to
identify companies to be excluded from fossil free indices/portfolios, or to try and

establish potential liabilities for future emissions. The largest players in extracting fossil

fuels do not vary hugely, with most differences due to merqer and acquisition activity

over time. The most important thing is to use numbers that suit the purpose.”

To me, the use of the (FFI) Carbon Underground 200™ list in the draft resolution and
ordinance revisions rather than Carbon Tracker Initiative's list from their publication
‘Unburnable Carbon' is justified because it appears that FFl intends to update the
Underground 200 list annually, whereas CTI has not published an updated version of
the list of 200 corporations from 'Unburnable Carbon' that was published in 2011.

Using the same FFI list from year to year makes sense from a consistency perspective.

May 2015 Page 1 of 2
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Public Testimony Submission — Bob Ozretich — Fossil Free Index Information

It is likely that the fossil fuel companies with the largest reserves are also the
companies with the lowest investment risk ratings and would be among those from
which the City could (as we've already seen) choose. Because of their large reserves
they are going to remain on the list from year to year. Which is to say, there is little
chance that they'd drop off and inadvertently be invested in at a future date.

May 2015 Page 2 of 2



ASC 06-03-2015 Pac

ket

CORVALLIS

ENHANGING COMMUNITY LIVABILITY

City of Corvallis

Financial Policies - Council Policy

Policy # 10-8

Financial Policies — Investments

CORVALLIS

ENHANCING COMMUNITY LIVABILITY

B. Suitable Investments (Specific Types)

Sponsored Enterprise
or US Agency
Obligations

Type Definition

U. S. Treasury Direct Obligations of the United States Treasury whose

Obligation payment is guaranteed by the United States. (ORS
294.035(3)(a))

Government US Government Agencies, Government Sponsored

Enterprises (GSE’s) Corporations or Instrumentalities
of the US Government — Federal Instrumentality
Securities include, but are not limited, to Federal
National Mortgage Association (FNMA), the Federal
Home Loan Mortgage Corporation (FHLMC), Federal
Home Loan Banks (FHLB), and the Federal Farm
Credit Banks (FFCB). (ORS 294.035(3)(a))

Commercial Paper

Commercial Paper that is rated A1/P1 and has long-
term bonds which have a minimum rating of AA- by
Standard and Poors or Aa3 by Moody's or AA- by
Fitch_znd the entity is not listed on tiwe Fossil Free
Index Carbon Underground 200 (FFICU) rapoit'. In the
case of a split rating, (more than one rating provider),
the lowest rating will be used as the criteria for
investing.

Corporate Obligations

Corporate domestic bonds issued by a commercial,
industrial, or financial institution registered with the
Securities and Exchange Commission_znd ne: lisizd on
{he FFICU report’. Authorized corporate bonds shall be
limited to obligations of the United States dollar-
denominated corporations organized and operating
within the United States. The debt must be rated at
least AA- by Standard and Poors or Aa3 by Moody's or
AA- by Fitch at the time of purchase. In the case of a
split rating, (more than one rating provider), the lowest
rating will be used as the criteria for investing. A list of
approved corporate issuers for purchases will be
maintained and updated under the same mechanism
as the Broker/Dealer list herein.

Municipal Obligations

Lawfully issued debt obligations of the State of Oregon
and its agencies or instrumentalities of the State of
Oregon and its political subdivisions that have a AA- by
Standard and Poors or Aa3 by Moody's or AA- by
Fitch. In the case of a split rating, (more than one
rating provider), the lowest rating will be used as the
criteria for investing. (ORS 294.035(3)(b))

' Or similar, bonafide listing of companies with significant fossil fuel holdings should the FFICU cease to be

maintained/available. The current FFICU is obtained at; http://fossilfreeindexes.com/research/the-carbon-underground/

Page 50of 9
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RESOLUTION 2015-___
A RESOLUTION CONCERNING DIVESTMENT OF FOSSIL FUEL INVESTMENTS
Minutes of the meeting of June 15, 2015, continued.

A resolution submitted by Councilor

WHEREAS, the Corvallis City Council has adopted a goal to develop and implement a
local climate action plan because the City Council recognizes that people and governments need
to act to mitigate climate change; and

WHEREAS, the City of Corvallis investment policy has been updated to prohibit the
direct investment in fossil fuel corporate stocks of companies on the Fossil Free Index Carbon
Underground 200 report; and

WHEREAS, most of the City’s investments reside in the Local Government Investment
Pool (LGIP) and all of the retirement funds of its employees reside in the Oregon Public
Employee Retirement System (PERS), which both have holdings in fossil fuel companies; and

NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF CORVALLIS
RESOLVES that it will send this resolution to the State Treasurer, who is responsible for PERS
and the LGIP investments, in order to urge the State to:

1. Cease any new investments in fossil fuel companies or in commingled assets that
include holdings in fossil fuel companies.

2. ldentify any investments in commingled funds that include fossil fuel companies and
contact the fund managers to request that the fossil fuel companies be removed from the funds.

3. Work to achieve that none of the State’s directly held or commingled assets include
stocks or bonds of corporations listed in the 200 companies with the largest fossil fuel reserves
within five years.

4. Provide public quarterly updates detailing progress made towards full divestment from
fossil fuels.

AND, BE IT FURTHER RESOLVED that the City of Corvallis will encourage other
communities and agencies throughout the State of Oregon and the United States to participate in
similar actions to recognize and help address the global problems of climate change.

Councilor

Upon motion duly made and seconded, the foregoing resolution was adopted and the
Mayor thereupon declared said resolution to be adopted.
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MEMORANDUM
May 20, 2015
TO: Administrative Services Committee for June 3, 2015
FROM: Nancy Brewer, Finance Director &B
SUBJECT Third Quarterly Operating Report

I Issue
To review and accept the Third Quarterly Operating Report for FY 14-15.
IL. Discussion

The full Third Quarterly Operating Report (QOR) is available for review on the City’s website, with the first five pages
provided as Attachment A to this memo. The report was published by the 45-day deadline established in Council Policy.
Ovetall, third quarter results were generally in line with expectations.

Total revenues were about 77% of budget year-to-date in FY 14-15, which is marginally higher than FY 13-14’s 75% at
third quarter end. The lower percentage last year was partly due to the $1.4 million refund in respect of the Hewlett-
Packard appeal made in July 2013 as well as about $2.6 million less in system development charges received in the same
period. Operating revenue categories were roughly $6.9 million higher year-over-year in total, despite much lower
intergovernmental receipts (with federal operating and capital grants in the Transit Fund and Community Development
Revolving Fund Home grants running about $350,000 and $730,000 lower than last year).

Operating expenditures across departments are generally below target at about 68% of the amended budget, but over
3% higher than the same time the prior year. On a combined funds basis, all eight departments appear to be within a
reasonable range of both a 75% target and last year’s spending rate; however a closer look at individual funds is merited
to understand some areas that need continued monitoring through fiscal year end:

» The Community Development Revolving Fund has continued in a negative cash position through the entire
fiscal year to date. Based on the timing of grant receipts and associated project spending, plus a shortfall of
funding from all sources needed to cover program administration costs, the fund manager is currently
projecting ending FY 14-15 with a negative cash/fund balance of nearly $300,000. As per the recommendation
in the Proposed FY 15-16 budget message, Budget Commission has supported an infusion of one-time
General Fund resources to balance this fund through year-end and allow time for work to be done on Council
Goals related to both the Sustainable Budget and Housing Development which might produce more robust
tevenue soutces to maintain this fund’s activities and services. Subject to Council supporting this grant by the
General Fund, this fund is expected to remain viable at least through year end.

» Risk Management — As of the end of the third quarter, despite a $96,000 draw on contingencies to cover
increased cyber insurance as well as other self-insurance payments from prior year deductibles, the Finance
budget in the Risk Management Fund was over 94% expended. A payment in the fourth quarter for an
ambulance chassis replacement will exceed remaining appropriations; however City/County Insurance Services
(CIS) will reimburse the City in that regard. As such, a supplemental budget resolution will be going to Council
at its May 18% meeting, which if passed will alleviate this issue. It should also be noted that based on a fourth
quarter estimate for workers’ compensation payments, the City Manager’s Office is expected to have sufficient
appropriations available to cover costs. While the payout may exceed revised budget expenditures, currently
projected loss recovery revenues should fully offset the higher costs and thus not affect the final fund balance.

>  9-1-1 Emergency Fund — Police expenditures in this fund are nearly 77% as of the end of the third quarter.
Overtime spending to backfill for vacancies and compensated absences is at 114% of budget. Management has
been closely monitoring scheduling to maintain minimum safety standards, but it is expected that Council will
be approached for contingency appropriations in order to not exceed budget by fiscal year end.

Third Quarterly Operating Report Page 1
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> Cash balances remain relatively high due to the infusion of property tax and operating levy revenues with the
4.5% valuation growth, as well as SDC revenues and other charges for service. The City’s portfolio is ranging
higher than recent history, as can be seen in the monthly Treasury Report. Government Portfolio Advisors
(GPA), the City’s investment consultant, has recommended that with the higher balances, and the value of
long-term reserves, the City would improve returns without undue risk by increasing its core non-liquid
investments to a maximum balance of $30 million, with appropriate laddering of maturities. Based on
projections over the next several years, staff does not expect that the City’s liquidity position in the LGIP
would fall below $15 million, as monitored by both GPA and City staff. As such, staff plans to reinvest
maturities and purchase approximately $6.75 million in new agencies, permissible corporates and/or treasuries
over the next few months as GPA presents opportunities. And on a related matter, GPA has also provided a
further update to its Approved Broker/Dealer list for ASC’s information. That list, as well as a memo detailing
the additions/deletions, is appended in Attachment B.

Please note that an income statement for each fund and the Council Goals update as of March 31, 2015 are linked to the
full 15-page online quarterly operating report, to provide ASC with more detail on the City’s current financial position.

The Capital Project budget is just under 27% expended at the end of the third quarter. It is typical for capital project
spending to be this low compared to budget prior to summer construction spending, as well as due to delays based on
design time or projects coming in under budget. The following projects had substantial progress or were completed as of
the end of the third quarter: the modeling required by Benton County to demonstrate “no net rise”, as well as final
design and grading plans for the reconstruction of Marys River Boardwalk was completed; construction on the Fire Drill
Tower facility is approximately 85% completed, with fence work continuing and final concrete in progress; and the final
design of the wastewater reclamation plant (WWRP) secondary clarifier is well underway, but the construction bid is
now unlikely to proceed before the winter of 2016.

IIL. Requested Actions

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

Review & Concur:

A,

City Manager

Third Quarterly Operating Report Page 2
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3rd Quarter Financial Summary

FY 2014-15

This report provides summary information on the City’s financial status as of the end of March, 2015; more detailed
comparative income statement format data is available on-line at this link.

PERFORMANCE AT A GLANCE (YEAR TO DATE)

COMMENTS

GENERAL FUND

General Fund Expenditure vs. Revenue

WATCH

Revenue totals year-to-date (YTD) exceed target since most property taxes are received
in Q2; receipts are also higher due to no Hewleti-Packard refund. Department spending is
generally at YTD fargets; long term fiscal health of the fund remains a concern.

Property Tax Revenue

PoSTIVE

The majority of property tax receipts were received during Q2. Based on the 2014 tax

| certification of 4.3% AV growih, an improvement over Adopted projections is occurring.

Transient Room Tax

POSITIVE

Receipts YTD are 13% higher than prior year, and should exceed budget. The increase
stems from good summer weather and higher OSU enroliment. Also, a Special Olympics
event in March resulted in greater revenues compared to the same period last year.

Franchise Fees

POSITIVE

Franchise fees through Q3 of FY14-15 are nearly aligned with last year, though staff still
expects it to exceed budget by 1% despite no anticipated utility rate increases in 2015.

State Shared Revenue

POSITIVE

FY13-14 receipts were about 5% above budget, and YTD FY14-15 revenues are aligned
with revenues received at this time last year, yet still only 71% of budget due to a lag in
State distributions; however, forecasted amounts are expected to be met by year end.

Fines & Forfeitures

WATCH

The first half of the fiscal year saw lower traffic fine revenue due to significant CPD
vacancies/absences, as well as the learning curve due to e-citation and e-ticketing
implementation, Although Q3 saw an increase, there are still lower receipts YTD vs. same
time last year. Parking enforcement officers should be fully staffed by Q4.

General Fund Expendilures vs. Budget

WATCH

General Fund expenditures are generally on target and in line with prior year spending.
Departments with personnel service savings from vacancies are making plans to do some
spending on deferred maintenance andfor other delayed projects.

SPECIAL REVENUE FUNDS

9-1-1 Emergency Services

Community Development Revolving

WATCH

Declining fund balance; although prior year revenues met expectations, and budget was
underexpended, YTD spending is a bit ahead of target and much higher than prior year.

FY13-14 ended with a positive fund balance, but negative cash balances are expected to
confinue and calculations YTD anticipate a $300K negative ending fund balance in FY14-
15, due fo reduced federal grant revenue availability and ineligible administrative costs.

Permit revenues and charges for service are ahead of last fiscal year and budget YTD;

Development Services POSITIVE improved results in this fund relative to a few years ago are from increased development.
Revenues are higher than prior year, but lagging budget and fund balance has declined.
Parking WATCH The November ballot on Residential Parking Districts (RPD) did not pass so all related
activity has been revised out of the FY 14-15 budget. Parking citation revenue is expected
to be on a downward trend through at least May due to Parking Enforcement vacancies.
Street WATCH Declining fund balance; future revenues may not be adequale to maintain service levels.
Transit POSITIVE. Current revenues are lower than last fiscal year and FY14-15 budget, yet expenditures
R L remain stable; FY13-14 net revenues contributed to a higher ending fund balance.
ENTERPRISE FUNDS
Airport POSITIVE Revenues typically lag against budget at this point in the year, but are expected fo be
R achieved by yearend; operating expenditures are low and are not likely to reach budget.
Storm Water POSITIVE Metered revenues are up some from prior year; expenditures are low as a % of budget.
Wastewater POSITIVE Metered revenues are up some from prior year; expenditures are low as a % of budget.
Waler POSITIVE | Metered water usage has increased and the application of the new rate structure has
Y bolstered YTD revenues; expenditures are low as a percentage of budget.
INTERNAL SERVICE FUNDS
Council approved use of contingencies due to over target spending on self-insurance.
Risk Management WATCH Loss recovery revenue from the Timberhill fire and an ambulance chassis replacement,

as well as workers compensation reimbursements have resulted in higher revenues.

No significant negafive /ssues are idenlified.

What the ratings mean: Positiva - Current revenues and Clty Council-adopted use of reserves are sufficient to support the current level of service. Fund balances appear stable over a thrae-year forecast.

Walch - Various stressors may cause current revenues to be flat or decling and impact the fund’s capacity fo suppert the current level of service. Faclors exist that may conlribule lo higher then anticipated
axpenditure levels n more than one calegory aver the next 6-12 months.
Negative — Current expenditures excead or revenues are significantly behind forecast assumplions. Fund balance is unstable. Immediate action to balance fund Is likely required.

City of Corvallis - FY2014-15 3" Quarterly Operating Report 1
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GENERAL FUND COMBINED*

AMENDED  3rd Quarter Y-T-D FY13-14% AMENDED 3rd Quarter YTD FY 1416 %
REVENUE BUDGET FY 13-14 FY13-14 REC/EXPEND BUDGET FY 14-16 FY14-16 REC/EXPEND
Budgeted Beg. Fund Balance (incl reserves) 6,265,564 $6,451,158
Property Taxes $20,617,620 $773,541 $18,422,498 89.35% $24,447,050 §934,505 $24,023,110 98.27%
Other Tax 1,372,600 243,235 897,651 65.40% 1,427,600 282,168 1,018,651 71.36%
Licenses/Permits 5,925,080 1,780,299 4,075,256 B68.78% 5,741,280 1,678,970 4,035,900 70.30%
Charges for Service 5,889,850 1,106,698 4,832,219 82.04% 5,892,810 1,305,608 5,025,538 85.28%
Inlergovernmental 4,227,760 840,891 3,435,041 81.25% 3,907,120 322,688 3,324,365 85.08%
Fines/Forfeltures 771,380 191,419 534,748 69.32% 759,660 180,856 547,485 72.07%
Miscellaneous 1,307,680 112,472 908,920 76.30% 617,440 166,127 477 417 77.32%
Other Financing Sourcas 7,075,308 3,561,943 6,089,325 B86.06% 1,223,330 92,758 907,285 74.17%
TOTAL CURRENT REVENUE $47,187,268 $8,610,458 $39,285,658 83.25% $44,016,280 $4,973,802 $39,359,750 89.42%
EXPENDITURE BY DEPARTMENT
City Manager's Office §326,250 $81,989 $227,342 60.68% $203,300 §75,384 §222,820 75.97%
Community Development 1,309,840 300,756 881,636 67.31% $1,498,870 $345,338 $846,430 63.14%
Finance 646,770 149,566 461,993 71.43% $647,260 $143,908 $436,604 67.45%
Fire 10,485,860 2,410,691 7,668,856 72.18% $11,397,000 $2,384,673 $8,247,806 72.37T%
Library 6,524,140 2,063,131 4,892,636 74.99% $6,161,640 $1,464,602  $4,354,068 70.78%
Parks & Recrealion 6,295,130 1,338,503 4,413,945 70.12%  $6,332,410 $1,340,584 $4,482,250 70.78%
Police 10,688,290 2,687,964 7,628,546 71.37% $11,203,220 §$2,760,556  $8,094,331 71.67%
Public Works 1,026,260 204,061 646,502 53.25% $991,940 §173,698 597,576 60.24%
Non-Departmantal 1,480,870 202 140 917,841 61,98% 094,420 196,506 629,783 63,33%
TOTAL OPERATING EXPENDITURES 38,457,260 9,428,801 27,539,206 71.61% $39,600,150 $8,885,239 §28,011,758 70.74%
Debt Service $243,180 $22,644 $243,174 100.00% $837,160 556,409 §279,053 33.33%
Transfers / Other Financing Uses 7,085,818 3,470, 837 5,660,896 78.89% 3,365,640 331,604 2,483,078 73.78%
Contingencies/Reserves 597,200 0 0.00% 630,000 0 0 0.00%
TOTAL ALL EXPENDITURES $46,383 458 $12,922, 232 $33,443,367 72.10% $44,432,950 $8,273,262 $30,773,880 69,26%
CURRENT REVENUE LESS
TOTAL EXPENDITURES ($4,311,785) $5,842,201 ($416,660) ($4,299,450) $8,585,860

* General Fund Combined includes component reserve funds effective FY 14/15

The General Fund Income Statement format above illustrates that the Fund is doing better overall than it was this time last
year, including being on track with budget.

The adjacent graph illustrates improvements being
noted in Transient Room Taxes year-to-date (YTD),
while Franchise Fees and State Shared Revenues
are aligned with previous year receipts in the General
Fund. State Shared Revenue should be higher than
currently reported due to a lag in turnovers from the
State. Although YTD operating expenditures offset
these improvements somewhat, as they are nearly
$500K higher than last fiscal year as of the end of
March, the budget did anticipate a net increase in
costs, and operational spending YTD is under 71%,
which is below the 75% that would normally be

expected by the end of Q3.

$1,400,000
$1,200,000 GEil |
$1,000000 —  ——u
$800,000 | —

$600,000

liguor Tax
mCigarette Tax

m Revenue Sharing

£400,000 —~
$200,000 —
[
5 ‘ _
FY10-11 FY11-12 FY12-13 FY13-14 YTD 14-15

General Fund Revenues
Top Three Sources After Property Tax
Through Third Quarter
5,000,000 FY 12-13
$4,000,000 . mFY 13-14
§3,000/000 - - MFY 14-15
$2,000,000 +——
$1,000,000 A I p—
$0 s ; ‘ ‘
Translent Room Taxes  Franchise Fees  State Shared Revenues

State Shared Revenues - Using State projections, the
League of Oregon Cities (LOC) produces per capita
estimates of State Shared Revenues annually. These
estimates are available to assist cities in the development
of their budgets. Per capita distribution for appropriate
revenue sources are calculated based on certified statistics
from Portland State University's Center for Population
Research. While the City utilizes the population reports to
determine growth patterns, it also utilizes historical state
shared revenue receipts to estimate current and future year
receipts. Even as distributions to the City of Corvallis have
remained relatively stable, staff recognizes the volatile
nature of these resources and keeps that in mind when

developlng budget prOJectlons for thls revenue source. Clgarette taxes continue their decline of recent years, and may not
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achieve budget — however, these dollars are only about 6% of the total state revenue sharing budget, and the shortfall
estimated at $15,000 will be more than made up by other revenue sharing distributions. While liquor tax receipts in Q3
were lower than previous years, due to a lag in State processing, the City expects to achieve budgeted levels by year end.

Transient Room Tax — While Transient Room

Taxes are considered a minor revenue in the Transient Room Tax Revenue Recejved
General Fund, at only about 3% of total revenue,

these receipts are still one of the larger non- geiomett 40— ——————————————
dedicated revenue sources behind property $1,400,000

taxes, bringing in over $1 million annually. This $1,200,000

revenue stream appears to be on a steady rise

again after experiencing a significant slump back RA00.000 9

in FY 08-09 and FY 09-10 due to the poor $800,000 T—i—

economy at the time (i.e., higher fuel costs and $600,000 || ﬂ -

tight credit markets were impacting leisure travel $400,000 !

| = B N BN O N EQ;L - =
plans). This source of revenue is extremely | L B E EEEBE '7' . B
dependent upon economic factors, making it 5200'0? B I] I I _l j i i_J
dlfﬁCUlt to fOl"eCESt, as seen in FY 08-09 and 09- 2005 2006 2007 2008 200;2010 2011 2012 2013 2014 2015
10 in the adjacent graph, where the trend was
heavily impacted by the economy. As such, Fiscal Year Ending
budgeting has typically erred on the conservative
side. Local businesses may determine the
number of special events or conferences held in Corvallis, enrollment at Oregon State University may influence the
number of family members coming to visit students, hotels have control over raising or lowering room rates, and gas
prices may dictate travel plans; all of these elements impact the amount of transient room tax collected and paid to the
City. Since the economy has shown some improvement, revenues have begun steadily increasing again, and are
currently about 13% higher than this time last year, and on track to exceed the conservatively established budget.

Q4 Q3 1Q2 Q1 ~wBudget

Property Tax — The majority of property taxes in any given year are received during the second quarter as a result of
property tax statements being distributed to tax payers in October and then typically paid in full by the November 15" first
deadline. Tax payers are incented to pay early due to a 3% discount that represents a good “return” relative to what that
money would get if left in the bank at current interest rates. The graph on the right hand side below shows total annual
property taxes received in the fiscal year (red bars), with the blue line depicting the amount of property taxes received
through the third quarter of the fiscal year, and the green line showing property tax receipts through the third quarter as a
percentage of total annual property tax receipts received. The chart on the left shows the permanent rate property taxes
received over the past three years through the third quarter of each fiscal year and illustrates how an increase in
assessed value has positively impacted receipts in FY 14-15, and also how the Hewlett-Packard refund in FY 13-14
resulted in a significant hit to revenues in that year.

Historical Permanent Rate Iiroperty Taxes |
Q3 receipts vs, Total FY receipts !
|

i .
PermanentRate Property Tax Received ; L = = 1000 |
Through Third Quarter !
831,000,000 —m0——— s20 | |
; afY1213 || o ,
| [
20,000,000 —— - mFY13-14 || i e
! 50.00% ‘
nFY 14-15 ‘ B |
$19,000,000 ‘
25.00% ‘
95 - =
$18,000,000
§ . . - ’ - ook
FY03-10 FY10.11 FY11-12 FY12:13 FY13-14 FY 1415
$17,000,000 | mmAnnusl Prax § Recelved ——Plax s ugh O3 =% of Ptaxes recelved through Q3
FENOTES FY 14419 recnived are based ofected AV g Cownty,
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GENERAL FUND
AUDITED AMENDED Year-To-Date | % of Budget
BUDGETARY BASIS FY 13-14 FY 14-15 FY 14-15 Year-to-Date
RECURRING
NON DEDICATED REVENUE
Property Taxes - Permanent Rate $18,632,793 | $20,808,660 $20,358,580 97.84%
Local Op Levy 2013 - HP Replacement/Social Services Fur 0 706,340 719,750 101.90%
Prior Year Delinquent Tax Revenue 451,986 438,280 403,317 92.02%
Transient Room Tax 1,424 997 1,427,600 1,018,651 71.35%
Franchise Fees 5,486,499 5,374,000 3,785,043 70.43%
State Revenue Sharing 537,106 531,160 437,108 82.29%
Alcohol/Cigarette Tax 847,782 826,580 530,212 64.15%
Pass-Throughs 618,750 1,215,130 907,284 74.67%
Miscellaneous Other Revenues 1,194,000 103,690 98,276 94.78%
TOTAL NON-DEDICATED RECURRING REVENUE $29,193,914 | $31,431,440 $28,258,221 89.90%
DEDICATED REVENUE
Property Tax - Local Option Levy $1,910,761 $2,493,770 $2,541,463 101.91%
City Manager's Office 121,176 $121,000 120,065 99.23%
Community Development 140,902 $117,590 143,946 122.41%
Finance 133 $625,200 420,818 67.31%
Fire 3,602,373 $3,618,080 3,327,409 91.97%
Library 2,523,642 $2,785,260 2,575,817 92.48%
Parks & Recreation 1,830,571 $1,730,190 1,159,512 67.02%
Police 378,095 $378,730 360,064 95.07%
Public Works 145,282 0 5,934 0.00%
TOTAL DEDICATED RECURRING REVENUE $10,752,934 | $11,869,820 $10,655,028 89.77%
TOTAL RECURRING REVENUE 39,946,848| $43,301,260 $38,913,249 89.87%
EXPENDITURES
City Manager's Office $320,760 $293,300 $222,820 75.97%
Community Development 1,304,740 | $1,498,870 946,430 63.14%
Finance 629,758 $647,260 436,604 67.45%
Fire 10,896,499 | $10,697,090 7,627,876 71.31%
Library 5,990,215 $6,068,140 4,316,083 71.13%
Parks & Recreation 6,202,251 $5,817,320 4,210,372 72.38%
Police 10,638,622 | $11,123,210 7,980,894 71.75%
Public Works 860,955 $703,940 462,293 65.67%
Non-Departmental 1,296,680 $822,420 571,440 69.48%
Debt Service 243,174 $837,160 279,053 33.33%
Pension Obligation Bond Debt - Transfers 1,870,950 $1,931,790 1,621,980 83.96%
Pass-Throughs 597,869 $1,215,130 861,099 70.86%
Contribution to Fund Balance Reserve/Contingencies 945,000 $1,645,630 1,969,720 119.69%
Contributions/Adjustments to Other Reserves 128,856 0 226,380 100.00%
TOTAL RECURRING EXPENDITURES $41,926,330 | $43,301,260 $31,733,043 73.28%
RECURRING REVENUE EXCESS (SHORTFALL) OVER
EXPENDITURES ($1,979,482) $0 $7,180,206
POTENTIAL BEGINNING BUDGETARY FUND BALANCE 915,434 269,750 269,750
Net Recurring Revenue/Expenditure . (1,979,482) - 7,180,208
Net Non-Recurring Revenue/Expenditure 1,333,799 (269,750) (263,630)
ENDING BUDGETARY FUND BALANCE $269,750 $0 7,186,326
Ending Reserve Balance by Type
RESTRICTED $761,935 $377,160 $866,455
COMMITTED $1,172,107 $1,018,258 $1,124,507
ASSIGNED $1,474,498 $448,875 $676,518
FUND BALANCE $2,850,489 $4,190,204 $4,820,209
$6,259,030 $6,034,498 $7,487,690
City of Corvallis — FY2014-15 3™ Quarterly Operating Report 4




ASC 06-03-2015 Packet Electronic Packet Page 15

The General Fund Financial Plan update provided on the previous page shows the unaudited, estimated status of the
‘green line" at the end of Q3. The majority of FY 14-15 property taxes were received in the second quarter, thus the
sustainable green line and the ending budgetary fund balance YTD are shown with a large positive balance. However,
these amounts will continue to decrease, as planned department expenditures occur during Q4. Certified assessed
property values for the City grew by 4.28% versus the 3% increase built into projections, thus yearend property tax
revenue is expected to exceed adopted levels. As such, current estimates are for the General Fund to end FY 14-15 with
a higher positive bottom line than projected at time of Budget Adoption, as has been communicated to the Budget
Commission. These one-time monies would be available for allocation in the FY 15-16 Budget Cycle. Additionally, the Q3
ending budgetary fund balance above is currently reflective of several revisions subsequent to adoption, such as removal
of an interfund loan no longer needed to balance the Fund; a reduction in the 2014 FFC obligation interest payment as a
result of final issuance value; and identifying additional reserve balances based on finalization of the FY 13-14 CAFR.

The resources pie chart, to the right, graphically illustrates the
YTD proportions of all resources supporting General Fund

services. Approximately 98% of budgeted Property Taxes have General Fund Resources by Type
been received through Q3 which accounts for approximately FY 14-15 Through Third Quarter YTD
56% of the total resources received YTD. P

Miseellaneous, 1% Soufeed, 10%
The expenditures pie chart shows the distribution of General Fines/Forteitures \
Fund expenditures by department through the third quarter. " \\
The public safety departments (Fire and Police) account for Intergevernmenta), N

58% of fund operating expenditures; while other operations w T

such as library, parks, recreation, economic development,
planning, code enforcement, and municipal court make up the
remaining 42% of expenditures. Chargasfar Servies,
12%
Comparing year-to-year expenditures in this Fund (table on
page 2) demonstrates that FY14-15 operational spending is
higher than in FY13-14, but lower as a percentage of budget in
FY14-15. Some notable highlights by department include:

Licanses/Fermits 9%

Property Tanes, S6%

« The Economic Development division in the City Manager's
Office is a little over the 75% target for spending as of the
end of the third quarter. The division's spending for its 2.0
FTE is almost 80% of its FY 14-15 budget, which in turn is
about $30,000 lower than last fiscal year, so non-personnel
service expenditures are being closely monitored:; General Fund Expenditures by Department

‘ FY 14-15 Through Third Quarter YTD

¢ Community Development's personnel services are trending | [

Mon-Departmental, ity Manager's

higher than last year due to vacancies from last year now | m aen. 1% et

Develapmant, 1%
filled, as well as hiring of positions funded by the 2013 LOL; T Ny 1 /;'_—____m...«,au

s Fire's purchase of a new aerial equipped engine, along with
increased personnel service costs due to retirement |
cashouts and use of over-time for conflagrations; | Polie 29K i

e Library's personnel services are trending higher due to
restoration of Sunday hours, funded by the 2013 LOL,
however spending is lower overall and as a percent of
budget compared to FY 13-14 because of several vacant
positions that were replaced with lower pay step hires; and

s Police's total expenditures are up 6% from last year due to ‘
implementation of a contractual 2% COLA, hiring of new | ™™™ :
levy supported positions, plus overtime running higher than : —a — o - s
it has in recent years to back-fill for vacancies.

City of Corvallis - FY2014-15 an Quarterly Operating Report 5
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ATTACHMENT B

MEMO: APPROVED BROKER/DEALER LIST
DATE: REVISED MAY 13,2015

GPA is actively monitoring our broker/dealer approved list. The broker/dealer community is in transition
and we are finding that individuals at the firms we work with are leaving the business or changing
companies. We are also constantly assessing new firms to add to the list to ensure that we have the best
coverage possible for our clients.

We are making the following changes to our list effective 5/8/2015:

e Change coverage at Wells Fargo - New individual
Add Castle Oak Securities

1. Good agency underwriting

2. Local Oregon coverage -

3. Minority owned firm
Add D.A. Davidson

1. Source for Oregon Municipal Bonds

2. Local Oregon coverage
Add First Tennessee

1. Good source for Corporate and Municipal Bonds

2. Good source for bidding securities

Removal of Mesirow - Coverage left the firm, the replacement did not add value to
broker/dealer coverage.

There were no issues found with any of the broker/dealers on our approved list. Our process includes
reviewing the FINRA “BrokerCheck” for each individual and firm that Government Portfolio Advisors
transacts security purchases or sales through. Individual FINRA Reports are available upon request.

Attached you will find the most recent approved broker/dealer list. Please contact me with any
questions.

)
¥ i Al
Deanne Woodring, CFA

President
Government Portfolio Advisors, LLC

2188 SW Park Place = Suite 100 = Portland OR 97205 » www.gpafixedincome.com = 503-248-9973
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ATTACHMENT B

Bank of America Merrill
Bank of Oklahoma
Castle Oak Securities
Citigroup Global Markets Inc.
D.A. Davidson
Deutsche Bank Securities Inc.
Daiwa Capital Markets
First Tennessee
Goldman Sachs & Co.

Intl FCStone Partners LP, Formerly GX Clarke

JP Morgan Securities Inc.
Key Bank
Morgan Stanley
Multi Bank Securities
Nomura
Piper Jaffray
Raymond James
RBC Capital Markets
R.W. Baird
UBS Securities LLC
Wells Fargo Securities

Last Update: May 2015
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MEMORANDUM ____..__‘%AL“S

PARKS & RECREATION

To: Administrative Services Committee

From: Karen Emery, Director Parks and Recreation@ AK_
Jimbo Ivy, Majestic Theatre Supervisor

Date: May 20, 2015

Subject: Majestic Theatre Quarterly Review — 3" Quarter FY 14-15

Issue

City Council requested a quarterly financial update under the new model of the Parks and Recreation
Department operating the Majestic Theatre.

Background

At the November 17, 2014 meeting, City Council directed Parks and Recreation Department staff to
operate the Majestic Theatre for two years commencing January 1, 2015. It was stated that any
shortfall between revenues and expenditures must be less than $10,000 annually, as far as potential
General Fund subsidy. Additionally, Parks and Recreation staff is required to provide quarterly reports
to Council on Majestic Theatre’s operational performance and new model findings.

Discussion
The table below provides revenue and expenditures for Majestic Theatre’s first quarter of operations:

Income Statement - Parks & Recreation Department - Majestic Theatre Division
FY 14-16 FY 13-14*
% of
Amended March QTD Amended March QTD
Budget
Budget
Revenue
Licenses, Fees & Permits $0 $12 $12 0.00% $0 $0
Charges for Services 106,230 36,828 87,654 63.69% 15,558 46,675
Intergovernmental - - N 0.00% - -
Fines & Forfeitures - - - 0.00% - -
Miscellaneous Revenue 81,360 364 3,520 4.33% 12,656 37,967
Total Revenue $187,5690 $37,204 $71,186 37.96% $28,214 $84,643
Operating Expenditures
Personnel Senvices $99,190 $15876 $30,428 30.68% $10,955 $32,865
Non-Personnel Services 88,400 16,136 27,825 31.48% 14,963 44,889
Materials & Supplies - 4,648 7,622 - 4757 14,271
Senvices 88,400 6,176 11,911 - 7,872 23,615
Utility & Overhead - 5,312 8,217 - 2,216 6,647
Training & Conference - - 75 - 119 357
Capital Outiay - - - 0.00% - -
Total Operating $187,690 $31,812 $68,253 31.06% $26,918 $77,754
Total Expenditures $187,690 $31,812 $58,263 31.05% $25,918 $77,764
Net Income (L.os$) $0 $12,933 $6,889

*Data from Majestic Theatre Management, Inc. FY 13-14 financial statements; provided here for comparison puposes only.

Parks and Recreation Majestic Theatre Quarterly Report — 3 Quarter FY 14-15 Page 1 of 3
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Revenue Highlights

Revenues are at 37.95% of budget as of the end of March with significant events and programs
scheduled to take place in the 4™ quarter. These include the large musical production Les Miserables,
which has a gross potential of $94,500, and additional events added by the new Theatre Supervisor.
Additionally, the fourth quarter will see at least two large donations: $10,409 from balances remaining
from the transition of MTM, and $17,909 from the Nancy B. Lyford Trust. Charges for Service primarily
accounts for ticket sales and rental revenue in third quarter, while Miscellaneous Revenue is
attributable to contributions/donations and sales from concessions.

Expenditure Highlights

Expenditures are 31.05% of budget as of the end of March, which is also lower than anticipated, due to
delays in the hiring process for the Theatre Supervisor and Administrative Specialist positions.
Personnel Service costs for casual staffing have also been low during this quarter due to fewer events
scheduled at the Majestic; however, both personnel and non-personnel services are expected to
increase with next quarter’'s obligations and increase again when the 2015-2016 season begins in
August.

Balance Sheet Highlights
At the end of the 3™ quarter, the largest customer receivable on the

Balance Sheet - Parks & Recreation Department
Majestic Theatre Division (7436)

books is the Majestic Theatre Management, Inc. loan with $17,000 of
principal outstanding. MTM repaid this amount in full on April 17,
2015, as part of a transition agreement that is anticipated to be
finalized by the time this report is formally presented to Council. The
endowment balance, which has been held by the City for many
years, is $425,239 with interest earnings year-to-date totaling
$1,230. The only expenditures pending payment are $11,290 in
Purchasing Card activity, and while $67,654 in charges for services
revenue has been collected year-to-date, it is important to note that
$37,493 is associated with ticket sales for productions that have not

As of March
31,2015

Assets
$ 425239
19,336

Investments - Endowment
Receivables

Total Assets $444 575

Liabilities
Accounts Payable §
Deferred Revenue
Other Liabilities

11,280
37,493

yet taken place (seen as Deferred Revenue in the adjacent table).
Total Liabilities T 848,783
Update on New Model for Operations B————
With one quarter past, it is too early to determine a recommendation
for operations of Majestic Theatre once Parks and Recreation’s two year tenure expires. The new
Theatre Supervisor, Jimbo Ivy, began work on February 9, with non-casual administrative support
personnel following in March. Classes for the theatre education program will be starting in the 4"
quarter, along with some highly-anticipated productions. Staff are working diligently to align theatre
operations with City policies and procedures, and are still addressing various software, accounting and
cash handling needs in order to optimize accuracy, accountability, risk management and internal
controls. ActiveNet, the operations management system used department-wide by Parks and
Recreation, will be used to track concessions inventory, theatre education class registration, and all

facility rental receivables.

$395,792

Net Position (Equity)

Staff held four public forums in March on various aspects of the theatre’s uses and received input from
231 residents on subjects ranging from events they would like to see to how large scale community
productions will be selected. The attitude at these forums towards City operation of the Majestic was
very positive and the community appeared to accept Theatre Supervisor Ivy’s plans and projections.

The business model at the Majestic over the past decade has been primarily a rental-based model.
This model was flawed in both theory and operation and resulted in area organizations and individuals
renting the Majestic for below market and operational costs and then profiting from that rental, in

Parks and Recreation Majestic Theatre Quarterly Report — 3" Quarter FY 14-15 Page 2 of 3
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essence subsidizing those groups’ incomes. Theatre Supervisor lvy has moved the Majestic to a
production-based model with a focus on community talent, allowing the Majestic to be first point for
profit. This is a balanced approach to risk and the production budget should allow Majestic operations
to be budget neutral or profitable. This model is proving to be far more cost-effective and risk-averse
and has the added benefit that money paid to talent generally stays in the community. The addition of
twelve previously unplanned community productions in the fourth quarter is projected to continue the
trend in third quarter of events being cost neutral or profitable. Additional revenue streams such as
advertising for area businesses in programs, merchandise for community theatre productions, and a
membership program adapted from the MTM membership program are being tested as to their viability
and pricing. Staff projects that at year end Majestic operations will come in under budget by $30-35,000
but with revenues exceeding expenses by 15-20%.

Recommendation
This memo is for informational purposes only; no formal action is requested of City Council.

Review and Concur:

A

L - R
IR - i e
‘ N o % \_71 o AT -

Mark W. Shepard, City Manager Nancy BréWgr,' Finance Director

|
o4

Parks and Recreation Majestic Theatre Quarterly Report — 3 Quarter FY 14-15 Page 30f 3



	Agenda
	Fossil Fuel Divestment
	3rd Quarter Operating Report
	Majestic Theatre 3rd Quarter Financial Report



