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CITY OF LAKE OSWEGO 
BUDGET COMMITTEE MINUTES 
May 17, 2012 
Proposed FY 2012-13 Budget 
 

 

 
Members present: Jack Hoffman, Mayor  

Sally Moncrieff 
Jeff Gudman 
Donna Jordan 
Mike Kehoe 
Mary Olson 
Bill Tierney 

Kent Studebaker, Chair 
Dave Berg, Vice Chair 
Craig Prosser 
Chris Ramey 
Ron Smith 
Kathleen Taylor 
Joe Vricella 

  
Members excused: None 
  
Staff present: David Donaldson, City Manager 

Brant Williams, Assistant City Manager 
Ursula Euler, Finance Director 
Shawn Cross, Assistant Finance Director 
Jordan Wheeler, Assistant to the City Manager 
Kam Frederickson, Budget Analyst 
David Powell, City Attorney 
Don Johnson, Police Chief 
Kim Gilmer, Parks & Recreation Director 
Ivan Anderholm, Assistant Parks Director 
Jeff Munro, Parks Maintenance Superintendent 
Guy Graham, Public Works Director/City Engineer  
Erica Rooney, Assistant Public Works Director 
John Harris, Public Works Operations Manager 
Anthony Hooper, Management Analyst  
Bill Baars, Library Director 
Megan Phelan, Human Resources Director 
Phil Sample, Fire Marshall 
Denny Egner, Assistant Planning Director 
Hamid Pishvaie, Assistant Planning Director 
Bob Gilmore, Building Official 
Chip Larouche, Chief Technology Officer 
Christine Kirk, Public Affairs Manager 
Sidaro Sin, Development Program Manager   
Cate Schneider, City Recorder 

 
 
Call to Order / Roll Call 
 
Chair Studebaker called the meeting to order at 6:05 p.m. in the Council Chambers. 
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Approval of budget committee meeting prior minutes 
 
Gudman moved to approve the Minutes of May 10, 2012.  Kehoe seconded the motion 
and it passed 10:0:4.  Moncrieff, Tierney, Jordan and Hoffman abstained.    
 
Public Comment 
 
Nancy Nye, 19798 S. Hazlehurst Lane, West Linn (97068), Executive Director of the Arts 
Council of Lake Oswego; board member Liane Cabot, 13311 Leslie Ct., Lake Oswego, and 
Chair Shari Newman (in the audience) submitted “Arts Council Programs & Accomplishments, 
FY 2011-12.”  Nye thanked the City for ongoing support for the arts.  She described the positive 
impact it had on the community.  The arts were an economic and aesthetic asset to Lake 
Oswego.  Realtors reported that potential home buyers cited the character of Lake Oswego as 
one of the reasons for locating there.  She also heard that merchants chose to locate in Lake 
Oswego because of the unique downtown shopping area filled with sculpture and the nationally 
recognized Gallery without Walls program.  Art generated civic pride and ensured livability.  
There was a tremendous unseen economic impact that was not talked about enough.  Cultural 
tourism was one of the fastest growing travel trends in the nation.  Lake Oswego’s commitment 
to the arts had paid off by earning it a reputation as a center for cultural and artistic excellence 
both regionally and nationally.  That translated into real dollars for the City.  In 2007 Washington 
D.C.’s Americans for the Arts, Portland’s Regional Arts and Culture, and Northwest Business for 
Culture and the Arts had measured the economic impact of nonprofit arts and cultural 
organizations in the Portland metropolitan area, including Clackamas County.  They found that 
local arts and cultural organizations generated $318.26 million in local economic activity every 
year.  That included $166.73 million in direct spending and an additional $151.53 million in 
event-related spending by their audiences.  Nye said now was a very exciting time for the Arts 
Council.  It was perched on the crest of a wave of new activity and growth.  It had brand new 
leadership and a staff with lots of fresh energy and ideas and a strong board that was 
committed to furthering its mission.  It had a brand new office space and a stunning new 
museum gallery at 520 1st Street.  She encouraged all to stop by.  Nye reported in February 
Lake Oswego became the only suburban satellite of the Portland International Film Festival 
thanks to the sponsorship of the City and the Arts Council.  Its future success depended on the 
Arts Council continuing to receive the kind of endorsement and partnership from the City it had 
experienced in the past.  As it increased its capacity it had to rely on a solid funding base so it 
could forge new alliances and leverage additional sources of revenue.  The Arts Council and the 
City had to move forward with the understanding that they did not merely complement one 
another, but that their mutual success was interdependent.  She quoted Ray Davis, CEO of 
Umpqua Holdings Corporation, “Culture and the arts make a community come alive, drawing 
people and businesses together to create commerce and give back locally in countless ways.  
The economic, social and educational impact of a strong arts community creates vibrant, livable 
cities and is a critical part of sustaining long term growth.”   
 
Chair Studebaker asked the representatives to confirm that the Arts Council was asking the 
Committee to make sure that what was in the proposed budget for arts and culture stayed in it.  
Nye confirmed that.     
 
Roger Hennagin, 1131 Devon Lane (97034), a member of the Natural Resources Advisory 
Board, explained that NRAB was concerned about invasive species in the City’s parks and open 
spaces - primarily English ivy and Himalayan blackberries.  He conveyed the NRAB’s request to 
fund a volunteer coordinator position in the Parks and Recreation department to coordinate 
volunteer activities in a program to control invasive species.  He recalled a couple of years ago 
when he served on the Budget Committee he had made a similar request.  At that time staff had 
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said it was not be workable because there would not be enough volunteers and the City could 
not afford the staff position.  Since then he had heard that Friends of Tryon Creek State Park 
had proven it could be done with volunteers.  He related that the NRAB believed using 
volunteers in place of the amount of money being budgeted for doing the work through 
contactors would be more efficient and save money in the long run.  They believed it would 
prove to be effective as long as the City followed the example established by Friends of Tryon 
Creek State Park.   
 
Chair Studebaker observed there was about $170,000 in the proposed budget for invasive 
species removal (later clarified as $70,000).  He understood a part-time coordinator would cost 
about $52,000.  He asked where the money should come from and if the $52,000 should come 
out of the amount budgeted for invasive species removal.  Hennagin suggested that the City 
might not need all the contractors once the volunteer program was up and running.  He 
suggested the Committee would have to rely on staff regarding what they planned and how they 
planned to use the money.  NRAB was not familiar with those details.  The NRAB’s idea was 
that a portion of the money could be used for the volunteer coordinator.  That would necessarily 
reduce staff’s plans for how much work they would be able to accomplish.  It was a balancing 
act.   
 
Carole Ockert, 910 Cumberland Rd. (97034), Chair of the FAN/Forest Hills Neighborhood 
Association, submitted “The FAN/FH Survey – April 2012.”  The Association’s Neighborhood 
Coordinating Committee had received an NEP grant to survey its residents, rental owners and 
business owners so it could connect with them and better represent the neighborhood.  In April 
it mailed out 1,285 surveys.  It had a 26% return rate.  The survey goals were to proactively 
gage the neighborhood’s choices for the library site; poll its neighbors about housing density 
and neighborhood character; and find out what issues people were concerned with on their 
block, in their neighborhood, and within their City.  The survey asked the open-ended question, 
‘What is the most important issue for you in the City of Lake Oswego?’  She pointed out the 
handout featured a graph showing categories which had each received more than five 
responses.  What caught the surveyors’ attention was that there were two top categories: 
Preserving City Character and Fiscal Restraint.  They had been cited more than three times 
more often than the next two categories of Improved City Government and Support Schools; 
and five times more than any of the remaining other categories.  She suggested the survey 
results could be helpful to the Committee as it considered the budget.   
 
Ramey asked if there was any more information on what they wanted under ‘Preserving City 
Character.’ Ockert read aloud some examples of the responses the neighborhood committee 
had grouped into that category: ‘maintain livability’; ‘be respectful of citizens’; ‘maintain 
community sense – do not become South Waterfront’; ‘density – we don’t need to grow’.  Fiscal 
Restraint-related responses included: ‘stop spending taxpayer dollars’; ‘spending money we 
don’t have’; ‘trying to make us into a city we will never be’; ‘who are we trying to impress?’; ‘city 
government committing to long-term debt without taxpayer approval’.  Ramey observed that 
Preserving City Character was very broad.  It could be a catch-all for many things, such as 
schools or streets.  Ockert clarified the neighborhood committee had not predetermined the 
categories.  They did not want to constrain or direct what the responses were going to be.  
Residents had responded in their own words to open questions in a variety of ways and the 
Association had categorized the responses into topics after the surveys were returned.  They 
considered the intent and found echoes - people were telling them some of the same things 
again and again.  They distilled them into categories.  The difference between the top 
categories and the others seemed great enough to warrant bringing that to Budget Committee 
attention.  Olson asked if City Council or the Budget Committee could have a copy of the entire 
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survey.  Ms. Ockert said they would love to present their PowerPoint presentation and answer 
questions.   
 
Jim Bolland, 804 Fifth Street (97034), Co-chair of the Lake Oswego Neighborhood Action 
Coalition, submitted a copy of the “Lake Oswego Neighborhood Action Coalition (LONAC) 2012-
13 Budget Recommendations” and read the document aloud.  LONAC members were alarmed 
by the city’s rapidly increasing debt ($6 million in 2003 to $251.461 million in 2012); rising labor 
costs; and under-funded infrastructure maintenance.   They were concerned that there was no 
funding for local street maintenance or pathway construction in the CIP after the current budget 
year.  Residents were shocked by the severity of the recent water rate increases.  They 
recommended funding a new revenue requirement and rate design analysis for future bond 
issuances.  The new analysis should validate the original baseline assumptions including 
serving 6,000+ dwelling units in Stafford.  To help mitigate escalating labor costs in the General 
Fund LONAC recommended a reduction of 10 FTE’s from the 362 FTE’s proposed in this year’s 
budget.  They noted the table at the top of page 177 of the budget proposed 24 more FTE’s 
than the city had in 2000-2001.  During that period the population had increased by 1,310 
people.  Applying the FTE to 1,000 population ratio of 9.6 that was in effect in 2000-2001 to the 
current population resulted in a 10 FTE reduction in the current budget proposal.  LONAC 
recommended that the staffing level reductions be targeted in Economic Development; 
Planning; Public Affairs; and Parks and Recreation.  It did not believe economic development 
was a core city function.  The metric provided on page 17 of the budget book did not 
demonstrate that the Economic Development Department was adding value to the City.  
LONAC recommended that the Budget Committee review the city’s use of outside consultants.  
It was impossible to determine the total expenditures on outside consultants from the budget 
book.  They asked if expenditures on outside consultants were increasing at the same time 
FTEs were increasing.  LONAC had questions about overhead costs being charged to certain 
Public Works funds (see page i-52 of the budget message).  It wanted to know what percentage 
of the ‘transfers’ were overhead costs and how overhead costs were calculated and distributed.  
The Coalition supported funding Phase Two of the Community Development Code rewrite.  It 
opposed further expenditures on Foothills or Williams/Dame & White.   
 
John Wyngarden, 1265 Hallinan St. 97034), read aloud a letter from Steve Mauritz, Principal of 
Hallinan Elementary School.  Mauritz wrote that he had recently become aware that a significant 
portion of the natural area behind Hallinan was for sale.  He said if the possibility to keep that 
green space existed the school would be in full support of that.  That was because of the 
amount of environmental instruction they did in the area.  Over the years they had regularly 
visited and used the woods to teach plant identification, bird and invertebrate studies; removal 
of invasive species and planting of native species.  The small stream running through the area 
allowed water studies.  These things were done at all grade levels during each season.  It had 
been a significant part of science education.  The opening up of the additional area would be a 
benefit and a definite enhancement.  He asked the City to carefully consider this aspect of the 
green space as it made a decision on ultimate land use.  Wyngarden then spoke for himself.  He 
was a parent of a Hallinan student.  He knew what the forest meant to the kids as they grew up.  
It was a tremendous opportunity for them to have a forest.  If the City purchased the additional 
two acres it would maintain the integrity of the area; the kids would enjoy it for years to come; 
and it prevented development of another subdivision on that land, which would ruin it.   
 
Berg asked how the Principal proposed to pay for the purchase.  Wyngarden observed his letter 
did not talk about that.  Wyngarden acknowledged it was a lot of money.  He suggested finding 
some way to put it in the budget, or perhaps using a bond.  Smith recalled someone had 
reported that it was for sale for about $750,000.  Olson wanted to know where the stream was 
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on the property and if there was anything on the property.  Wyngarden believed the stream was 
in the rear of the property, which was fenced off.  He related there was one house on it.   
 
Carolyn Heymann, 1156 Cherry Lane (97034), related she was the parent of current and former 
Hallinan students.  She supported City purchase of the two acres of natural area adjacent to the 
school.  She advised that natural areas were cost effective classrooms.  Hallinan had recently 
built a community garden and had proven to be good stewards of open spaces.  The area in 
question had a creek running through it and featured native plants, invertebrates, birds and 
many of the components of outdoor school.  Teachers took classes out there.  They used the 
science lab to examine water samples.  For the youngest students below the fifth grade this was 
‘outdoor school.’  That area also provided some safe walking paths.  Students used them to 
walk to school.  She strongly encouraged the City to purchase the space on behalf of current 
and future Hallinan students.   
 
Prosser wanted to know the size of Hallinan Woods which the City owned.  Becky (from the 
audience) clarified that the City had purchased a portion of the land with 1990s open space 
bond funding.  The land that was for sale was the last two remaining acres of forest.  She did 
not know how large the City-owned land was.  Donald Mattersdorff (from the audience) related 
the two-acre parcel for sale was 36% of the whole, which could be six or seven acres.   
 
Donald Mattersdorff, 930 Bullock St. (97034), circulated a map of the Hallinan property.  He 
clarified the two-acre parcel citizens wanted the City to purchase was encircled by a cyclone 
fence that had been put up many years ago.  He related the creek flowed into the private space 
from the public space, crossed a corner of the private space and returned to the public space.  
He said if the private space were developed that would diminish the beauty of the woods.  He 
said one path currently went through the public portion of the woods.  If the City purchased the 
additional property and took the cyclone fence down there would be an opportunity for an 
additional path to school from 8th Street.  He said there was a house and a small garage on the 
property.  It was occupied by the owner, who had been living there for 40 years.  It was an old 
house, but a very nice house.  The owner had told him her dream was to sell the property to the 
City so the land could become part of the larger open space.  She suggested her little house 
might become a community center.  Mattersdorff had looked through the proposed budget for 
opportunities to pay for the purchase.  He noted the Parks and Recreation budget showed the 
amount of proposed budget for acquisition of open space was zero.  He hoped that was a 
mistake.  As Lake Oswego continued to grow it should continue to acquire open space.  He 
observed the $1.8 million coming back from Tri-Met might be a source of funding, but knows 
there are demands on those funds.  He said he would suggest a bond measure.   
 
Dianne Cassidy, 18280 Indian Creek Dr. (97035), related that the Department of Housing and 
Urban Development considered housing ‘affordable’ when the cost of housing (including the 
house payment or rent, utilities, taxes and insurance) was less than 30% of annual household 
income.  She observed the City had the power to create affordable housing without building a 
single home.  As the cost of utilities and taxes went up in Lake Oswego it affected the ability of 
some residents to live there.  Taxes were set to go up at a steady 3% per year, even though 3% 
had been established by Measure 50 as a maximum cap, not a standard entitlement rate.  
Water rates had gone up 25.5% just this year while the Consumer Price Index only increased 
2.3%.  Sewer costs had gone up 230% in just four years.  That was unsustainable.  She 
commented that the Committee knew that the affordability problem could not be solved by 
building affordable housing.  The City could only build subsidized housing, taking tax dollars 
from Lake Oswego citizens to fund subsidized housing that would house residents who would 
be culled from waiting lists at the county level.  She explained the decision makers assumed 
noble intentions when they broached the subject of how people at the lower end of the financial 
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spectrum lived, but hand outs were not the answer.  Fiscal management was the answer.  With 
every utility rate and property tax increase, and unnecessary expense they made the town less 
affordable for all residents.  She related she had compared the Major Capital Facilities Funding 
Plan (of March 20) with past options for the same services, mainly the 2009 West End Building 
Scenario Cost Analysis.  The cost differences were considerable.  The City had a choice to 
engage any, all, or none of the capital projects it wanted.  It was all about how much debt it 
wanted to pile on the citizens.  She asked, “What about affordability?”  Lake Oswego officials 
had created parks and big visions for citizens who did not necessarily share the dream, but did 
want to live a comfortable, affordable, life in the City and not be driven out by rising costs.  The 
City needed to fund core services before engaging in secondary niceties.  She urged the 
Committee to prioritize expenditures and keep debt limits to an absolute minimum.  She asked 
the Committee members to please separate their wants from residents’ needs and live within 
the resources the City had.   
 
Carolyne Jones, 2818 Poplar Way (97034), asked the City not to fund the $25,000 proposed for 
a design analysis for a new tennis center this year.  The site was unacceptable.  It appeared 
that the middle third of the site was Sensitive Lands, including a stream which was lined on both 
sides with a tree grove.  The site had been purchased as a low-impact park.  At the time it was 
purchased a prior City manager had noted that increased traffic could be problematic due to its 
proximity to the roundabout on Stafford.  The county had not signed off on bringing that area 
into the Urban Growth Boundary and she felt that may be a problem.  Based on her attendance 
at the Comprehensive Plan CAC she did not believe there was a consensus on developing 
Stafford, or at least there was little public support for it.  Thus the expenditure was unwarranted 
and premature at this time. 
 
Information from staff 
 
Donaldson stated that a slide had been prepared to help explain what had occurred with 
relation to the 2010-2011 Ending Fund Balance.  The General Fund Summary on page 2 
showed the Unappropriated Ending Fund Balance had grown between 2009-2010 and 2010-
2011.     
 
Euler reported that FY2010-2011 had ended with a positive result: an addition to fund balance 
of about $3.1 million.  She cautioned that not all of it was spendable for all uses.  It had been 
rolled forward to the current year FY2011-2012, which would end on June 30.  She observed it 
would be helpful to know now what it would look like after this year’s books were closed 
because that would affect the year being budgeted for.  She presented a slide to show what 
might happen to the $3.1 million that had been rolled into the current year’s budget.  When the 
books were closed on the current fiscal year there could be about $1.3 million available over 
and above any restrictions, commitments, assignments and policy requirements   
 
Fund Balance (Surplus) 

$3.1 million The FY2010-11 Surplus contributed to an unassigned fund balance from 
previous years  

0.5 million Unassigned fund balance from previous years 
(0.6 million) Use of fund balance:  FY2011-12 was originally budgeted at $1.6 million 

(mostly due to the $2.0 million contribution to the LOSD).  The most recent 
financial review indicated only about $0.6 million of fund balance would be 
needed in addition to revenues to help cover operational expenditures and 
capital outlays.  

($1.0 million) The amount of unassigned fund balance it would be necessary to set aside 
to comply with the 30% set aside financial policy requirement due to 
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increased operating budget.  The FY2011-12 Operating Budget grew by 
about $2 million due to increases in PERS; Health Care Benefits; and, by 
$0.25 million in Materials & Services.  Debt Service increased $1.1 million 
which included the WEB principal payment.  A total operating budget 
increase of over $3 million results in the additional $1 million required by 
policy as a set aside.   

($0.4 million) Reassignment of $414,000 to the Library fund 
($0.1 million) Estimated increase in endowment investment value which is not available 

for general spending but only for specific expenditures   
($0.2 million) Other increases of smaller assignments (fire truck, small capital reserve)   

    $1.3 million The amount left over and above restrictions, commitments, assignments and 
policy requirements   

 
During the discussion Euler clarified that this was a more recent estimate for year end 2011-
2012 than what was reflected on page 2 of the budget binder.  She cautioned that the $1.3 
million amount was an estimate based on the best information available.  This had been 
presented because the City Manager had been asked how to spend any extra fund balance the 
City might have.  Donaldson related the 2011-12 Beginning Fund Balance of $25.574 million 
was an audited number.  He anticipated the $1.3 million would increase the estimated 2011-12 
Unappropriated Ending Fund Balance of $23.6 million.  Olson was concerned that the staff was 
spending some the surplus without Council direction.  For example, the Council had not directed 
staff to use some of the $0.6 million for rolling stock.  Euler confirmed that any amounts spent 
had been authorized and that the staff was proposing an amount for rolling stock in the 
proposed budget (see page 169).  It would be funded by some of the ending fund balance from 
the current year.  Taylor asked if the 2011-2012 increase from budgeted to estimated was due 
to approval of a supplemental budget last January.  Euler clarified that a supplement adjusted 
the budgeted number but did not necessarily change the estimate.  She offered to discuss the 
details with each committee member on an individual basis.     
 
Staff presentation of the list of deliberations topics 
 
 New Information 
 

$173,000 Decrease in the Health Insurance Premium Rate (from 10% to 5.3%)  
(General Fund) 

($117,000) Reduction in estimated Fire District revenue.  Net change: $56,000 
 
The administration now had a better number for health insurance.  Fire District contracted 
service negotiations with another area had not yet been concluded so the revenue estimate was 
being lowered.     
 
GENERAL FUND 
 
 Additions to Revenues 
 

$ 643,000 Maintain property tax rate (at 2.5% growth) 
$ 420,000 Maintain franchise fees rate increase.  (Currently scheduled to expire in July 

and August 2012) 
 
 

 



 

 
 

City of Lake Oswego Budget Committee 
Minutes of May 17, 2012 

 

Page 8 of 17

 

 Reductions to Revenues 
 

(200,000) Increase PGE franchise fees to Street Fund 
(6,000) Adjust reduced property tax rate to $4.8503 based on assessed growth of 

2.5% 
 
The proposed budget put the normal amount of PGE franchise fees ($500,000) in the Street 
Fund.   Last year the normal amount had been reduced in order to provide $200,000 to the 
School District.  This additional $200,000 would come from the General Fund.  The property tax 
rate adjustment was related to rounding.   
 
 Additions to Expenditures 
 

$1,000,000 Vehicle Replacement Fund  
$   775,000 Hallinan property purchase 
$   500,000 LOSD Turf Replacement 
$   562,000 Future PERS cost set-aside (another 4% would be set aside next year) 
$     95,000 Volunteer Coordinator (the cost of a full-time position – a part-time position 

was noted as $52,000) 
 
Donaldson clarified the Vehicle Replacement Fund and the PERS set-aside were reserves, not 
expenditures.       
 
  Reductions to Expenditures 
 

$  188,000 Cut Golf Course Transfer 
$  135,000 Reduce Risk Management Budget 
$  219,000 1% Vacancy Rate 
$  119,000 Reduce Development & Training 
$  314,450 Reduce Additional WEB Debt Service 

 
o Risk Management reduction ($135,000) 

 
Donaldson discussed the Risk Management budget, which was around $620,000.  It paid for 
property and liability insurance premiums and unemployment claims (the City was self-insured).  
Unemployment claims ranged from $80,000 to $120,000 per year.  The amount of the insurance 
premiums had fluctuated down by about $180,000 during the past two years because the 
insurance pool the City belonged to had rebated that amount in each of the past two years.  
After that the sweep had gathered up that additional money and reduced the amount in the 
fund.  This fund was also used to pay deductibles and for uninsured liabilities in the $50,000 to 
$100,000 range.  He recalled the General Fund reserve requirements called for 14% for 
contingency; 16% for reserves, plus an unspecified ‘amount for risk management.’  He said that 
amount was $560,000.  That was the money that was used as the first line of defense when 
there was a large, unanticipated expense during the year.  He was not sure the risk 
management fund had enough money in it to reduce it by $135,000.  It would be very tight.  
Olson asked how the amount of $560,000 had been arrived at.  Donaldson related that was 
the historic level.  Olson suggested that given the high 14% and 16% and 30% requirements 
the risk management reserve could be lower.   
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o 1% Vacancy rate ($219,000) 
 
Donaldson related they had gone through all of the budgets to try to determine how much 
savings might be in there.  He noted this year Personnel Services was running very close to 
budget (99%).  He talked about other costs associated with vacancies.  When employees left 
the City cashed out their accrued and unused vacation time.  Some departments that knew they 
were going to lose employees actually budgeted for that under Special Pay.  That ran around 
$150,000 to $160,000 per year.  The City might have to pay another employee overtime to do 
the work of a vacant position or have to pay a temporary worker to fill the position.  The City 
might have to pay unemployment insurance.  He asked if the committee decided to cut across 
the board how it would treat a small department.  The staff had made their calculation after 
taking out two or three small departments, including HR.  About half of the $219,000 came from 
Fire ($65,000) and Police ($40,000).  Fire staffed 24/7 all shifts.  Those were some of the 
tightest budgets.  He suggested the committee consider the $219,000 money it could count on 
to fall into ending fund balance every year that could be used later to fund capital needs.   
Donaldson stated that Materials & Services and Personnel Services were totaled together by 
department in the General Fund.  That meant that if a fund overspent on Materials & Services it 
could deal with the overrun in Personnel Services.  (The budget did not do that for the utility 
funds.)  Tierney explained he believed the vacancy rate was used as a catchall.  By looking at 
this year’s budget through March and estimating what would be spent if the trends in Personnel 
Services expenditures stayed fairly constant month to month he estimated it would end the year 
at about $38.2 million.  He compared that amount to the budget which was about $38.8 million.  
He saw $600,000 in savings there.  He agreed it was a tight budget.  His estimate was currently 
close to 98.3% of the budgeted amount.  He observed if tightness did not occur with the 
projected vacancy rate there could be a supplemental budget.       
 

o Reduce Development & Training 
 

($  119,000) Reduce Development & Training 
 
Olson had suggested this topic.  She clarified she had seen a 40% ($119,000) increase 
between 2010-11 actual amount and the proposed budget for 2012-13.  Donaldson related that 
part of that was due to a re-categorization of about $35,000 from a miscellaneous category in 
the City Manager’s budget to the City Council Development & Training budget.  The other 
increases were a series of very small amounts spread over a lot of different departments. He 
related that training budgets were often underspent.   Olson recalled seeing increases of as 
much as $5,000 and $10,000 in some departments.  She was aware of the City Council 
memberships re-categorization item mentioned that had been moved in 2011-12 and included 
the National League of Cities. 
 

o Reduce additional WEB principal 
 

($ 314,450) Reduce additional WEB debt service 
 
Donaldson confirmed for Gudman that $314,450 was the staff’s best estimate of what would 
be left over after the required principal payment of $850,000; and interest of approximately 
$200,000 was paid in each of the years 2011-2012 and 2012-2013; and after around $650,000 
was spent for the chiller and HVAC equipment.   
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City Manager’s Recommendations regarding how to spend a $1.3 million General Fund 
Unassigned Fund Balance  
 
$1,000,000 Vehicle Replacement Fund (Fire trucks, Police Vehicles) 
$   300,000 o Next Year’s 30% Operations Requirement 

o Purchase Capital Equipment (High Pressure Cleaner, Street Sweeper) 
o Additional Funds to Pavement Preservation 

 
 
Donaldson related the City had old vehicles and no money set aside to replace them.  It would 
need about $3.8 million in the next 4-5 years to replace some very important pieces of 
apparatus and equipment that were vital to providing services:  fire trucks, police cars, street 
sweeper, vactor and other vehicles.  The good news was the City had already set aside about 
$600,000 for a fire truck that grew to $650,000 this year.  But there was still a sizeable gap.  He 
related the City kept a fire trucks for 15 years, then in reserve for 5 years and knew when it 
would need to be replaced.  The most expensive fire truck purchases were coming up the year 
after next.  He recommended putting $1,000,000 into a vehicle replacement fund and then 
putting in $500,000 a year into the future so the City could replace them when they needed to 
be replaced.  That would take the pressure off of the General Fund and have a designated 
resource. 
 
He suggested places to spend $300,000.  It could be used to make the required increase in 
reserves related to operations expenditures.  It could be used to purchase a street sweeper 
($225,000 purchase) or a vactor truck (a $380,000 purchase) now.  The street sweeper was 8-9 
years old and constantly in need of repair and the vactor truck was a very important piece of 
equipment used to clean sewers and catch basins.  The Street Fund and the Surface Water 
Fund would never have enough money to replace it.  He had heard loudly and clearly that the 
public was interested in maintaining the streets.  He suggested the money could be used for 
additional pavement preservation.  Gudman indicated he appreciated the recommendations 
because it gave the Committee a starting point for making decisions.     
 
OTHER FUNDS AND UTILITIES 
 
Additions to Revenues 
$ 200,000 Franchise fees to be put into the Street Fund 
 
Reductions to Revenues 
$ 188,000 Golf Course Transfer 
 
Additions to Expenditures 
$ 200,000 Street Fund Projects 
 
Reduction’s to Expenditures 
$   65,000 Vacancy Rate (prorate savings) 
$   44,000 Health Insurance Premium (prorate savings) 
 
Gudman observed the budgeting process was starting with a $561,000 deficit in the General 
Fund.  Donaldson pointed out pages i-52 and i-53 showed the General Fund Revenue Budget 
at $45,175,000 and the General Fund Expense Budget at $45,736,000.  Tierney asked if a 
budget should anticipate more revenues than expenditures. Euler related the staff anticipated 
that in reality by the time the budget year ended there would be some budget savings.     
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Committee members’ additions to the discussion topics list.   
 
 Reduce FTEs by 5% (18 positions) 
 
Berg indicated the Committee needed to consider this rather than just kick the can down the 
road.  It would save about $1.90 to $2.03 million, depending on the average rate ($106,500 or 
$113,000).  He would also institute a Citywide hiring freeze.  He would use the savings as 
follows: 
 
$ 1.0 million  Surface repaving 
$ 0.9 million Add this to the equipment reserve or to the PERS set-aside (estimated to be 

about $700,000)  
 
Berg had department-specific recommendations.  He would reduce Planning (not Building 
Services) by 6 FTE; Parks and Recreation by 5 FTE; Economic and Capital Development by 2 
FTE; and Public Works by 5 FTE.  He clarified Public Works was not a General Fund.  He would 
put those savings into PERS reserves or into the Street Fund for pavement projects.  He 
clarified for Gudman he believed that was the maximum number of FTEs the Committee could 
ask for at this stage.   
 
 Factor a .75% vacancy rate in Personnel Services  
 
Tierney suggested this for the General Fund.     
 
 Recommendations made by the public during Public Comment:  
 
Smith suggested putting recommendations from citizens on the list.  Chair Studebaker recalled 
the policy was that only Committee members could add to the list.   
 

($   25,000) Eliminate the tennis center design analysis (Recommended by Carolyne 
Jones/sponsored by Kehoe) 

$    TBD Reduce the budget by 10 FTEs (Recommended by LONAC/sponsored by 
Smith) 

 
 30% reserve related to a future new urban renewal-related loan 
 
Olson suggested thinking about adding this after Euler confirmed that if the Council decided to 
take out a new loan next year for urban renewal the loan amount would be subject to the 30% 
reserves requirement.  Euler related that she understood the City would actually obtain the loan 
in 2014, not 2013.  Principal payments would likely not start until a year later.  Prosser strongly 
encouraged the Council to reconsider the way the City defined its reserve requirement to really 
focus on the operating budget.  How it was defined now included debt service and transfers 
which were not part of the operating budget.  He related he had discussed that with Euler and 
heard that the rating agencies used a different method of calculating reserves.  It would make 
sense for the City Council to look at their methodology.  That would simplify things.  
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DELIBERATIONS 
 
 General Fund and various other funds 
 
The staff displayed the list of deliberations topics and amounts and the committee considered 
each of them.   They kept a running total of the results of the changes the committee made 
during deliberations.     
 
Maintain the current property tax levy ($643,000 in additional revenue) 
 
Moncrieff supported this because it would fill the deficit in the proposed budget and because 
the money was needed for things like urban renewal, Boones Ferry Road and vehicle 
replacement.  Jordan supported it because reducing the current rate resulted in a budget deficit 
when the City had many needs, including PERS and vehicle replacement; and because carrying 
a lower tax rate into the future could create future budgeting problems if there was more 
compression of home values.   Gudman observed this would not reduce the amount of property 
taxes coming to the City but keep it flat year to year.  The FY2012-13 budget would take more 
revenue from the citizens for property tax, the needed sewer and water projects, together than 
the City took in FY2011-12.  He also noted that at this point it was a just a one-year change in 
the property tax rate.   Tierney related his goal was to have a balanced budget.  The proposed 
budget was starting out with a deficit of more than $500,000.  He suggested the committee talk 
about how to get it in the black and fund things like PERS first and talk about the tax rate later.   
Smith and Moncrieff agreed it was premature to talk about the tax rate.  Chair Studebaker 
postponed this discussion to later in deliberations.   
 
Maintain current franchise fees rates 
 
Prosser, who had put this item on the list, suggested this should also be discussed later in 
deliberations.  He explained he was concerned that the financial forecast showed the General 
Fund dropping below required levels in two years.  The City needed to maintain this revenue.   
 
Vehicle replacement fund ($1 million) 
 
Donaldson had proposed this.  He asked the group to look at the schedule he had given them 
that showed the timetable for purchasing the two fire trucks and other major vehicles the City 
needed to replace.   Prosser encouraged the City to start setting the money aside now and not 
wait two years when the budget might be even tighter.  It should spread the impact over a 
number of years.  When asked if he was suggesting taking $1 million from unassigned fund 
balance, Prosser explained he was willing to look at all options.  Maintaining current franchise 
fees might be one way to do it.  The City should find a way to start building up the reserve.  
Smith observed the City had expiring equipment and infrastructure and had to start paying 
attention to that.  If it needed to redirect funds from other areas to do that it should.  Taylor 
agreed money should be set aside. But she did not want to make current citizens prepay 100% 
of the equipment in two years that would be used for the benefit of citizens five years from now.  
There had to be a balance.  She suggested having a stated goal or policy that a certain portion 
– perhaps one-third of the value – was to be set aside.  Chair Studebaker asked Donaldson to 
clarify what the administration proposed.  Donaldson explained the $1 million would ‘kick start’ 
the fund initially to get it going.  Then about $500,000 would be set aside each year to 
accumulate the necessary funds.  Euler confirmed that the General Fund deficit the Committee 
was working on would not be affected by agreeing to this request because the $1 million would 
come out of this year’s $1.3 million surplus.  Vricella observed that whether the $1 million 
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increased operating expenses or was earmarked as a reserve for equipment replacement it had 
the same affect at the end of the day.  Moncrieff supported putting $1 million into a vehicle 
replacement fund.  The vactor truck and street sweeper were needed now.  Donaldson 
confirmed that the $1 million would be added to a vehicle replacement fund that already had 
funds in it -  there was already $650,000 for a fire truck and $144,000 for a small capital reserve.   
Gudman moved to set aside $1 million for vehicle replacement.  Berg seconded the 
motion.  A roll call vote was conducted and it passed 11:3.  Olson explained she would 
have supported setting aside a half million dollars.   
 
 
Purchase Hallinan property ($775,000) 
 
Gudman had asked for this to be put on the list.  He described it as “A nice, but not a need.”   
Prosser agreed.  He encouraged the neighbors to talk to the Columbia River Land Trust.  
Gudman moved to approve $775,000 to purchase the Hallinan property.  Moncrieff 
seconded the motion.  A roll call vote was conducted and the motion failed 14:0.   
 
 
Contribute $500,000 dollars to the School District for turf replacement  
 
Hoffman related that PRAB was sending an email to the School District stating the Board did 
not support this expenditure of funds.  Jordan related she thought there had been a request 
that Parks and Recreation and the School Board meet to talk about shared use.  Kehoe moved 
to budget to contribute $500,000 to the School District for turf replacement.  Ramey 
seconded the motion.  A roll call vote was conducted and the motion failed 13:1.   
 
Kehoe moved to contribute $200,000 to the School District for turf.  Ramey seconded the 
motion.  Kehoe explained that the City used some percentage of those fields and had an 
obligation to pay for some portion of re-turfing for the sake of citizens’ safety.  Olson explained 
she could not support the motion because the City had given the School District $2 million last 
year and they had put it in their reserves.  She suggested they could take the turf money out of 
the reserves.  Berg reported he had heard from a lot of citizens who were almost irate that the 
money had been put into reserves when they thought it would be needed for current year 
funding.  Tierney related he had attended a PRAB meeting the previous night.  They had 
discussed joint use of fields and the percentage of use of high school fields.  It was the School 
District that scheduled citizens’ use of those fields, not the Parks and Recreation Department. 
Programs sponsored by the City had very little use of the fields.  It was 10% to 15% at best he 
recalled.  Gudman suggested until the discussions the Committee had heard would occur 
between Parks and the schools had occurred the Committee should not be the first one to step 
up.  Prosser related that he had been on the City Council when the City participated in installing 
those fields.  He thought he recalled the City had asked taxpayers to support the bond with the 
idea that the School District would be responsible for maintenance and replacement.  He knew 
the School District was in severe financial difficulty, but this was something that could have 
been foreseen that they should have been planning for.  Tierney remarked that many there 
would love to be able to fund this but the City could not afford it.  A roll call vote was 
conducted and the motion failed 12:2.   
 
 
Set aside $562,000 for future PERS increases  
 
Tierney moved to add $562,000 to the General Fund as a set-aside for anticipated PERS 
second fiscal year increases.  Jordan seconded the motion.  Euler clarified that $562,000 was 
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one-half of the total amount of the anticipated increase in the year that began July 1, 2013.  She 
also clarified that the Five-Year Forecast showed a healthy fund balance for a couple of years 
before it dipped down, so 2013 would have sufficient fund balance to do this.  A roll call vote 
was conducted and the motion passed 12:2.   
 
 
Return the $200,000 to the Street Fund that was taken from franchise fees and given to 
the School District in 2011-12 instead of being put in the Street Fund 
 
Smith moved to put the $200,000 back into the Street Fund.  Kehoe seconded the motion.  
Tierney observed the impact would be a $200,000 deduction in the General Fund.  Donaldson 
clarified that historically $500,000 was the normal amount of franchise fees that was put into the 
Street Fund.  Last year only $300,000 of franchise fees had been put into the Street Fund 
because $200,000 went to the School District.  This year the administration proposed funding 
the Street Fund at the normal level of $500,000.  Approval of the motion would mean that a total 
of $700,000 from franchise fees would be put into the Street Fund for 2012-13.  A roll call vote 
was conducted and the motion passed 8:6.     
 
 
Fund a volunteer coordinator for volunteers removing invasives species 
 
Jordan explained there was money in the proposed budget to do the spraying, but after 
spraying was done volunteers had to see what was dead and hand pull the rest.  She estimated 
that type of work would start in January.  The half-time volunteer coordinator position could be 
filled mid-year and funded with $25,000.  Jordan moved to fund $25,000 for a half-year of a 
half-time volunteer coordinator position.  When Gudman asked she confirmed that the net 
effect on the budget was zero because the funding would come out of the amount currently 
budgeted for spraying.  Tierney observed that was $70,000.  Jordan then revised her motion 
to call for adding a .5 FTE volunteer coordinator after the first of the year in addition to 
the spraying. Parks and Recreation could determine what it needed.  Moncrieff seconded.  
She recalled .5 FTE was $52,000.  Prosser observed this would be a half of a half-time 
position.  When asked, Donaldson clarified the proposed budget had $70,000 in it for spraying 
and some mechanical removal.  Tierney related that PRAB had discussed this suggestion and 
advised that expanding the spraying program would be more effective in removing ivy, than 
having a volunteer coordinator.  The first year the spraying program had eradicated 130 acres. 
Volunteers would probably be able to remove invasives from about four or five acres.  Olson 
supported the idea of a volunteer coordinator, but was hesitant to increase the number of FTEs 
in the budget.  She suggested finding out what the best approach was and what the Tryon 
Creek program was doing before adding an FTE.  It could be that using contractors in 
conjunction with the spraying program could be explored.  She would support putting a small 
amount in the budget for that.  Smith related that he worked for a nonprofit organization that 
used volunteers and it was amazing what they could do when asked.  His experience led him to 
believe there were volunteers in the community who were capable of giving their time and 
coordinating ivy removal service.  Before the City spent any money on this it should find out 
about the volunteer pool and utilize it.   Jordan related the NRAB was concerned that although 
spraying was effective and would probably accomplish the greatest number of acres to begin 
with, people still needed to go back and hand pull and cut invasives from the trees.   She 
recalled Master Gardeners required its members to give a certain number of hours of volunteer 
time to their community.  She said there were a lot of ways to get volunteer energy, but it had to 
be coordinated to be effective.  Jordan then amended her motion to add $25,000 to 
research and explore the idea of getting either a contractor or somehow getting a 
volunteer program aspect to the City’s natural resources invasive species removal.  
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Moncrieff accepted the change.  Mayor Hoffman indicated he supported that.  He explained 
he had concerns about adding a half-time or full-time FTE for the same reasons as Olson.  He 
agreed the community had a lot of volunteers.  PRAB and the Library had hundreds of 
volunteers and felt this was a good opportunity to move forward.  A roll call vote was 
conducted and the motion passed 8:6.     
 
 
Approve technical adjustments to the budget 
 
The staff asked for approval to make certain technical adjustments in the budget.  
 
Prosser moved to approve the following technical adjustments.  Gudman seconded.     
o Property tax increase $6,000 - due to rounding the rate to four decimal points  
o Reduce Fire District revenue by $117,000 
o Decrease the expenditure for health insurance by $173,000 
A voice vote was conducted and the motion passed by unanimous agreement.   
 
 
Reduce paying additional principal on WEB loan 2012-13 
 
Gudman moved to add $314,450 to the budget by reducing WEB principal payments by 
$314,450.  Kehoe seconded the motion.  Donaldson asked for confirmation that approval of 
the motion would reduce the $1.55 million under Nondepartmental – Debt Service, Proposed 
2012-13 (page 34) by $314,000.  Gudman clarified the budget should include the capital 
expenditure for the chiller and HVAC work (the bills for it might come in spread over the two 
years of FY2011-12 and FY2012-13); the minimum principal payments of $850,000 per year, 
and the associated interest payments.  If that gets us there by changing to the number that 
Donaldson stated, then his answer was yes.  Euler related that she was talking to financial 
advisors about future financing of projects the City hoped to do, such a Foothills and Lake 
Grove.  The conversations were awkward because the WEB was underwater.  The fair market 
value was less than the outstanding loan amount.  Whether the City kept or sold the property it 
would still have to repay the difference, which was not backed by an asset.   The facts that the 
WEB was underwater and the City Council may consider selling it would have to be disclosed to 
potential bond buyers.  There was also the risk of higher future interest rates.  It was an Achilles 
heel.  The solution was to start paying the loan off as fast as possible.  A hierarchy of payments 
had been set up:  Budget $1.55 million; pay interest first, then the minimum principal payment; 
then maintain the livability of the building; then add to principal payments.  Gudman commented 
that the fact that the City had been making progress in reducing the debt was a good thing to tell 
people.  Euler’s advice was to continue to budget a healthy amount of principal payments as 
risk abatement. Olson observed that between the two years $1 million was budgeted for capital 
outlay for maintenance but the City only needed about $650,000 for it.  Donaldson clarified that 
the hope had been to get the boiler and chillers done in the current year, but it would not be 
done.  The low bid was about $650,000.  The administration was trying to get the equipment in 
this fiscal year and that would cost around $300,000 to $350,000.  That would leave another 
$300,000 to $350,000 for next fiscal year.  It did not plan any other major capital expenditures 
for the WEB building right now.   
 
Smith indicated that at this time he could not in good conscience support using the $314,000 to 
pay down WEB principal at the expense of other City programs and services.  Tierney indicated 
the City had a good plan and should fulfill it.  The City was looking at $100 million for the water 
project.  The bond market would look at $314,000 as a small number.  Kehoe observed the City 
was already paying a large amount when it paid the minimum payments of $850,000 it had 
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agreed to.  He remarked that he would love to pay $314,000 extra principal, but he would not 
support doing that because the Committee was looking at cutting FTEs and a lot of other things.  
Donaldson clarified that a yes vote would reduce the $1.55 million under Nondepartmental – 
Debt Service, Proposed 2012-13 by $314,000 (see page 34).  A roll call vote was conducted 
and the motion passed 8:6.     
 
 
Incorporate a 1% vacancy rate into the budget ($219,000) 
 
Tierney began the discussion by suggesting a lower vacancy rate (.75%).  Gudman originally 
had added this to the list of deliberation topics.  Tierney explained that to get the budget in 
balance some cuts had to be found.  This created a little bit of risk, but he believed it was a risk 
the City could take based on what was happening this year.  Prosser asked how to deal with 
the small departments.  Tierney suggested the related appropriation resolution could apply to 
the entire General Fund and not specify funding of the individual departments within it.   The 
staff could figure out how to implement it.  Euler pointed out the handout the staff had 
distributed worked out the dollar amounts by appropriation level in case the motion passed.    
Gudman confirmed for Donaldson that the net impact of approval would be to reduce 
Personnel Services by $219,000.  He attributed the related motion to Tierney and said he 
seconded it.  A roll call vote was conducted on Tierney’s motion and Gudman’s second to 
incorporate a 1% vacancy rate into the budget.  The motion passed 12:2.     
 
Cut the General Fund transfer to the Golf Course ($188,000) 
 
No action was taken because there was no motion to cut the transfer.   
 
Reduce the Risk Management contingency by $135,000 
 
Tierney moved to reduce the Risk Management budget by $135,000.  Olson seconded the 
motion.  Tierney explained that he had put this on the list but he had found Donaldson’s 
argument persuasive.  The motion was intended to promote discussion.  Olson observed there 
was a large amount of reserves and contingency in the budget already and there was no basis 
for the additional risk management amount.  Donaldson explained that in addition to amounts 
for insurance premiums this budget had contingency funds in it so it could serve as the first 
source of funds when something unexpected happened that was not budgeted for.  Having it 
would help take care of something that was necessary right away, when it was needed.  They 
were now proposed at the normal level, after a prior year rebate and an associated budget 
sweep.  Property, liability and auto insurance premiums cost around $300,000. Unemployment 
claims came out of this fund.  So far this year $25,000 of claims had been paid out.  The rest of 
the funds were a kind of risk management reserve.  Prosser indicated he was comfortable with 
the proposed amount.  It would be used to pay for things that had not been predicted and if it did 
not get spent it would drop into ending fund balance.  Olson observed the General Fund 
already had enough contingency and the additional amount for Risk Management did not have 
to be that high.  Taylor pointed out the Risk Management budget footnotes detailed $130,000 
for unemployment insurance and $390,000 for the other insurance premium payments as 
expenses to be paid from this fund.  The committee members observed that if they were talking 
about contingency, then reducing this would not have an impact on the operating budget.  
Tierney then withdrew his motion and Olson withdrew her second.   
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Reduce the Development & Training budget by $119,000 
 
Olson clarified she had never suggested it be reduced by $119,000.  She had asked why the 
proposed budget for 2012-13 was that much higher than the amount actually spent the previous 
year (2010-11).  The response only referred to the change in categorization of some of the 
memberships.  The change had been much larger in some departments than others.  Olson 
moved to reduce the Development & Training budget by $50,000.  Kehoe seconded the 
motion.  Moncrieff explained she did not support the motion because development and training 
were essential for the City’s professional staff to be able to provide the most efficient and 
effective services to citizens.  Olson stated that based on past spending patterns she did not 
think some departments were going to spend the $5,000 and $8,000 of unexplained increases 
she saw.  Donaldson advised a lot of the staff had to maintain professional certification. For 
example staff in Water, Wastewater, Fire and Police.  It was a relatively small amount of money.  
If they did not need the training and did not spend the money it would fall to ending fund 
balance.  He had looked at all of those items and many of them were in the $1,000 or $2,000 
range.  Olson pointed out that Planning went from spending $23,000 last year to budgeting 
$41,000 this year.  She suggested this was a place to find money to balance the budget.  
Prosser referred to the schedule of General Fund Materials & Services Euler had handed out.  
He did not see big changes, except for a $10,000 increase in Fire Operations.  He advised it 
was important to have a good training budget to ensure staff was up to date on the latest 
developments, requirements and standards.  He suggested if the Committee wanted to reduce 
the budget by some additional amount it should specify the amount and direct the Donaldson to 
find it instead of picking on one particular line item without the information about how it got 
there.  Olson clarified she believed in development and training and did not believe this cut 
would impact anyone’s certification.  As a percentage of the budget it was almost nothing.  
Donaldson pointed out $407,000 was budgeted in 2011-2012 for Development & Training and 
this year it was $413,000.  But only $293,000 had actually been spent the year before.    A roll 
call vote was taken and the motion failed 10:4.     
 
Gudman suggested that the staff consider providing a General Fund-wide summary of 
Materials & Services line items to the Budget Committee next year.   
 
Adjournment 
 
There was a general consensus to adjourn the meeting and continue the discussions on May 
24, 2012 for the City and LORA.  Chair Studebaker adjourned the meeting at 9:32 p.m. 
 
Respectfully submitted, 
 
 
Kam Frederickson /s/ 
Kam Frederickson 
Budget & Financial Analyst 
 
APPROVED BY THE BUDGET COMMITTEE:    May 24, 2012 


