Budget Committee Members: Mayor Dominick Jacobeilis and Councilors Kim Sieckmann, Tom Mersereau,
Steve Johnson, Neal Reisner, Fat McMahon and Len Nelson, and Citizen Members, David Kruse,
Malachi de AElfweald, John Wohlwend, Jerry Herrmann, Doreen Utz

CITY OF GLADSTONE BUDGET COMMITTEE MEETING

AGENDA
Monday — May 11, 2015
6:30 p.m. City Hall 525 Portland Avenue
Council Chambers

1. Call to Order - Mayor

2. Self Introductions

3. Complete Discussion of Proposed 2015-16 Budget including Line ltem Budget and Tax Rate

4. Long Range Planning Tool

5. Public Testimony

6. Recommendation of Tax Rate and Line ltem Budget to City Council for Public Hearing and Adoption

ADJOURN
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City of Gladstone
- Budget Message
Fiscal Year 2015-16

The purpose of the budget message is to summarize proposed city budgets as required by Oregon budget
law. Budgets, when adopted, should represent consensus on the best method to allocate limited
resources to help attain goals and fund services including capital improvements. A budget shows past
revenues and expenses including inter-fund loans and debt from previous decisions, indicates
appropriations for the current fiscal year, and serves as a future financial plan including proposed
appropriations in capital reserve funds for next year and beyond. Probably the most important policy
issues for the Budget Committee are summarized as follows:

New Library

Following the November 2012 election in which a ballot measure to authorize the construction of a new
library failed the Library Capital Fund was closed. Since that time Clackamas County proposed a new
timeline to the City regarding a library that could serve both the Gladstone library service area and the
Oak Lodge service area. City Council formed a Library Advisory Group who considered different aspects
of the proposed project. City Council submitted a ballot measure for voter considegation regarding a new
library project at the November 2014 election. Voters passed the ballot measure.{ The capital fund fo.
design and construct the new library has been included. Line item transfers may be needed once
"expenses related to property acquisition are known. |

City Hall — Police Depariment

City Council has appointed an advisory committee to consider replacement of the current police station
and city hall. The committee will advise City Council regarding the project and a potential ballot measure
for the November 2015 election. The $894,356 capital expenditure appropriation in the State Revenue
Sharing fund could be used for this project. Urban Renewal funds could also be used for such a project.
Currently the Urban Renewal cash balance is $4,844,703. City Charter amendments would require voter
approval if the City were to construct or remodel a new facility that exceeds $1 miltion.

Parks Appropriation '

City Council ordered that funds obtained from the l.ake Oswego/Tigard water project (LOTWP) for
temporary construction easements be used to supplement the Parks budget. The City received $161,129
from LOTWP. The increased appropriation shows up twice in the Parks budget. $50,000 is allocated for
a park master plan and the remaining $111,129 is allocated for park improvements.

Personnel

Expenditure appropriations for three new positions are included in this budget. First, City Council has
determined that the pari-time Fire Chief position should be full-time to meet the needs of the department.
The salary rage for a full-time Fire Chief is proposed to be equal to the Police Chief with a low of
$86,441.98 to a high of $105,070.94. The budget appropriation represents the midpoint at $95,302.
Salary will depend on the candidates work history. Second, a Public Works Director appropriation has
been included. The position is to meet the growing management and technical needs of the department.
The range for this position would be $78,854.67 to $95,629.17. The appropriation is equatl to the mid-
point at $86,998. Third, in order to keep up with City Council goals, project reguesis and audit comments
a second Assistant City Administrator position appropriation is included. This position will take on financial
duties and assist with numerous other administrative tasks.
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The Fire Chief and Assistant City Administrator position both impact the General Fund. The expense is
being absorbed partiaily by using some of the 3% increase in property tax revenue, diverting building
maintenance expense to the State Revenue Sharing Fund and transferring new State Revenue Sharing
funds to the General Fund and the increase in revenues derived from the business license increase.

The Public Works Director appropriation is split between the General Fund Parks budget (10%),
Stormwater/Sewer Fund (35%), Water Fund (30%) and the Street Fund (25%). Generally the expense is
covered by a reduction in funds available for capital projects.

The Portland-Salem CPI-U has been used for determining cosi-of-fiving adjustments (COLA’s) after it was
first proposed by the Police Association and AFSCME, The average (CPI-U) for 2014 (15 and 2™ half/2)
equals 2.450%. Wages for employees represented by AFSCME have been adjusted per contract
(approximately 0.6%) and the Gladstone Police Association {(GPA) have been adjusted by 0.5%. Wages
for non-represented employees have been adjusted by a 0.5% (COLA). Union contracts will be open this
fiscal year for renegotiation.

Line Item Budget

The total amount of proposed city budget for fiscal year (FY) 2015-16 is $21,756,408 with unappropriated
fund batances of $1,888,793 totaling $23,645,201-compared to FY 2014-15 appropriations of $15,270,355
with unappropriated fund balances.of $1,547,818 for fotaling $16,818,173 resulting in a $6,881,028
difference. In essence, the major changes to the proposedTine item budget are the Library Capital Fund,
additional staifing'and a large appropriation to the parks budget.” Also of nete the Water Fund has settled all
interfund loan payments.

Respectfully submitted,

Peter .~ Boyce, Budgét Officer




reading, civil engineering, land use planning, construction of public improvements, palice and fire

and emergency medical dispatch, public information on water conservation and storm water

- guality, maintenance of street lights and sewer pump stations, janitorial services, municipal audit, -
legal assistance, street repair, water treatment and sewage treatment services. To maintain

effective and efficient service delivery, the City remains open to further service provision by

intergovernmental agreement and by contracting with the private sector for services fraditionaily

considered public functicns, when these alternatives are deemed cost-effective.

More important than contracting for services, the City began decades ago i{o achieve effective and
efficient service delivery in part by “downsizing” the number of employees. The number of
personnel was reduced 26% over the eighteen years prior io 1998-29. The number of employees
in the Senior Center and the Public Works Department has been reduced about 50%. During this
same period, management staff in general administration has been reduced about 70% to
presently two management employees. Personnel reduction allowed re-allocation of funds from
personnel io capital improvements including improvement of streets, storm sewers, water
distribution and replacement of public works department equipment. In addition, downsizing saved
city taxpayers about $7 to $9 million prior to 1998-99, while ma[ntamlng and in some cases,
improving the level of services.

ASSESSMENT OF PRESENT STAFFING LEVEL

Further staff reduction in General Administration, Senior Center-and the Public Works Department
would be difficult without reducing services. Police and Library departments are personnel
intensive relative to their other budget requirements, and it should be noted that these departments
deliver public services more than the normal forty (40) hours per week. Unlike other departments,
staffing in the Police Department is primarily based on the need for officer safety. «ccording 1o the

US Census. Depar‘tment the City's’ poputatlon has increased by1, 488 people from 1990 throu ugh .
2013:or 13%, increasing demand for many Tty services.) The number of employees for most
depéff—'ents may now be “right- -sized,” pa ecause of the hiring of additional employees with
funds from the local optlion levies. Other departments such as Administration and Public Works
may be understaffed due to new City Council projects and unfunded mandates from staie and
federal agencies. :

Effective management requires city officials to identify and maintain the optimum number of
employees and combination of skills needed to maximize city services while minimizing related
expenditures. Too few or too many employees within a department can result in inefficiency.
Increases in the level of personnel can be accomplished with relative ease. However, termination
of employees is difficult. Personnel reductions should be done by sttrition, when possible, to
minimize the personal impact on employees and their families. Minor re-organization and re-
assignment of work tasks may be necessary when elimination of a vacant position is deemed
necessary to maintain positive cash flow and fo save money for equipment and infrastructure
replacement. Any proposal to increase taxes and/or fees to pay for more employees should not be
simply based on a‘comparison of tax rates or employees per capita, i.e. the “quota system”. As
mentioned previously, carefully assessing “needs” and determining funding methods should be
done each time before hiring more employees,
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adverse audit comments. [f cash reserve is depleted, then the City would need to incur cost to
borrow money untit sufficient property tax revenue is received each December, and most likely
employees indirectly funded by interest from investments of the cash reserve would need to be
laid off. However, during periods of negative cash flow, availability of reserve funds provides

“ime for employeéé Teductions through attrition, if necessary, rather than layoffs or transfers. ™ = 7~

[n the past virtually all of the cash reserve is appropriated as potential expenditures. However,
expending all budgeted funds within one year would be similar to deficit spending with potential
expenditures exceeding revenues. Starting in FY 2011-12 the City began implementation of
unappropriated ending fund balances for the General Fund. That policy change will continue in
FY 2015-16. Cash reserve is virtually identical to personal savings; it is a finite amount and
cannot serve as a long term revenue source for funding long term expense including the hiring
of more employees. Most of the cash reserve was created by employee reductions in General
Administration and the Public Works Department and much of the cash reserve is earmarked for
long iterm capital improvements as shown in the next table. In future vears, the extent of
positive cash flow will determine how fast cash reserve is replenished to fund future capiial
projects. The water and sewer funds do not have sufficient cash reserve nor cash flow {o
eventually replace water distribution and sewage collection systems at a multi-million dollar
expense, as noted in previous City goals. New water and storm water master plans bave
identified substantial capital projects for these funds. Completion of master plans for other
departments including capital project priority lists will be considered by City Council in the future.

INTER-FUND LOANS

In 2001, the City Council authorized inter-fund loans from the Sanitary and Stormwater Fund
and from the State Revenue Sharing Fund to the Water Fund to pay for a new water reservoir
on Kirkwood Road. The Water Fund owed $150,000 to the Sanitary and Stormwater Fund and
35406,984 to the State Revenue Sharing Fund. City Council forgave the debt to the State
Revenue Sharing Fynd and ordered the Water Fund to repay the Sanitary and Stormwater Fund
by June 30, 20 4.8?h}e ‘Water Fund has made final payment and there are currently noother
inter-fund-loans.\ ~

CAPITAL FUNDING OPTIONS

Instead of spending cash reserve, some projects could be funded through a local option levy for
capital projects, revenue and/or general obligation bonded debt even though the cost for debt
issuance and interest on debt decrease efficiency. M-50 allows local option capital levies if their
duration is limited to the useful life of the project or ten years, whichever is less. M-5 and M-50
did not affect potential revenue bonds for water and sewer projects and generally did not affect
voter approved general obligation bonds that are usually repaid with property tax revenue.

VALUES REFLECTED IN BUDGET DOCUMENT

In summary, the intent of this budget document is to reflect an "open book" financial policy and
to help formulate organizational values, which are important since they influence behavior
including expenditure decisions. The effectiveness of organizational values depends on the
degree that they are known and generally accepied, especially by those who make or influence
expenditure decisions.
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