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CITY OF LAKE OSWEGO 
BUDGET COMMITTEE MINUTES 
May 10, 2012 
Proposed FY 2012-13 Budget         
 

 

   
 
Members present: Jack Hoffman, Mayor  

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: Sally Moncrieff 
  
Staff present: 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 
Guy Graham, Public Works Director/City Engineer 
Erica Rooney, Assistant Public Works Director 
John Harris, Public Works Operations Manager 
Kari Duncan, Water Treatment Plant Manager 
Anthony Hooper, Management Analyst  
Joel Komarek, LO-Tigard Water Partnership Project Director 
Dave Prock, LOTWP Deputy Project Director 
Phil Sample, Fire Marshall 
Bob Gilmore, Building Official 
Jane Blackstone, Economic Development Manager 
Sidaro Sin, Development Program Manager  
Christine Kirk, Public Affairs Manager 

 
Call to Order/Roll Call 
 
Chair Studebaker called the meeting to order in the Council Chambers of City Hall at 6:00 p.m. 
 
Approval of budget committee meeting prior minutes (4-26-12 and 5-3-12) 
 
The 5-3-12 minutes draft was corrected for names spelling; WEB interest payment total of 
$180,000; and Council to review issues related to the high school fields at a future meeting.  
Gudman moved to accept the Minutes with the corrections noted for the May 3, 2012 minutes.  
Berg seconded the motion and it passed by unanimous vote.   
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Public Comment 
 
Marianne Conroy, 12400 Schalit Way (97035), submitted and read aloud written comments.  
She supported the City building a new and larger tennis center.  It would be self-funded and 
would not compete for funding with either social services or the schools.  The existing facility 
had been profitable since the 1980s.  It had been operating at full capacity for years.  In the 
2009 Golf and Tennis feasibility study the reserve fund had been $462,000.  Now it was 
$600,000. It would not compete with General Funds.  The plan was to totally fund the center 
using tennis fees and Parks System Development Charges (SDCs).  A larger tennis center was 
an identified project with an established and documented need per the 2009 Golf and Tennis 
Feasibility Study and the 2010 Indoor Tennis Center Site Study.  It was appropriate to use a 
portion of Parks SDCs for this purpose because more people used the tennis center than any of 
the other Parks facilities.  It operated from 6:00 a.m. to 10:00 p.m., 365 days a year.  The goal 
of the parks system was to provide a variety of facilities for all ages and abilities.  Tennis fit that 
description.  It offered programs for four-year-olds and there were people playing tennis in their 
70s and 80s.  She advised the City should not overlook this opportunity to expand Parks and 
Recreation facilities without any taxpayer money.   
 
Chair Studebaker asked Conroy to clarify if she was asking the City to use money from Parks 
SDCs.  She clarified she wanted to see the Tennis Center be a project that the City Council 
agreed to.  She noted a study laid out several pieces of funding.  Some of it was Parks SDCs.  
Olson recalled when tennis advocates came before Council testifying in favor the talking points 
were that it would pay for itself – that it was revenue neutral. She asked why they were now 
advocating using SDCs.  Conroy suggested that was best answered by Kim Gilmer.  Ramey 
asked if there was a need for a new tennis center mainly because it was currently at capacity or 
because the current facility was in need of repair or replacement.  Conroy responded that the 
big issue was that it was at capacity.  The only way someone could get a tennis court was to put 
their name into an annual lottery.   Kehoe asked if the lottery set fixed weekly times or offered 
random time.  He recalled that he had stopped by to ask for a court and been told there were 
fixed times and he could book one.  Conroy clarified the lottery allowed her to play from 8:30 to 
10:00 for the year.  They tried to leave court time open for walk-ins, but there was not that much 
because a lot of it was booked with leagues and lessons and the quarterly courts.  There were 
lessons for kids; Special Olympics were on Saturdays; there was USTA; and there was City 
League play.  Basically the tennis center was at capacity.     
 
Diana Boom, PO Box 328, Lake Oswego, 97034, recalled the budget had about $30,000 in it for 
a City manager search.  From everything she had heard the City had a really good acting City 
manager and perhaps it could just keep working with David Donaldson.  She said she was 
concerned about the amount of debt the City was taking on.  She addressed ‘No money for 
schools.’  She explained she supported public education because it was vital to our democracy, 
but this was a problem that had been going on a long time and had to be fixed in Salem.  She 
indicated it was bad to be developing rich districts and poor districts.   
 
Darryl Boom, 557 Evergreen Rd., PO Box 328 (97034), discussed the Golf Course.  It was 
great.  It was a City asset that should be protected.  It was rare for a City to have such a facility 
and the City was lucky to have that facility.  He noted it had been totally booked on Sunday 
when he went to play.  Part of the situation was that they had two or three classes from PCC.  
People who did not live in Lake Oswego were experiencing golf in Lake Oswego and getting 
introduced to what a great facility it was.  He did not want to see that changed in a drastic way.   
 
Charles B. Ormsby, 170 SW Birdshill Rd., Portland, OR 97219-8502, stated he was there to 
speak both for himself and as Chair of the Birdshill CPO, which was a joint Clackamas County 
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Neighborhood Organization/City of Lake Oswego Neighborhood Association.  He referred to 
mailings he had received and suggested the City conduct an audit to see how effective its 
citizen involvement was. They were getting notifications essentially after the fact.  They needed 
to get them before the event.  That issue dovetailed with the issue of coordination of projects 
along the borders of Lake Oswego, most notably three upcoming projects and others in the CIP 
that were dovetailing with other plans of the Portland Bureau of Environmental Services:  two 
projects involving the trunk line of Tryon Creek sewer in the Tryon Creek ravine essentially 
along the fall line of Tryon Creek; and the Terwilliger Boulevard gravity sewer.  Those projects 
needed to be coordinated with the ones in the City’s CIP.   The problem was that projects were 
not geographically positioned so the information could be shared between people and entities.  
He had asked for that many times.  Another problem was related to how public comments were 
processed and what the City did with them.  He said there was a problem related to surface 
water management along Highway 43 at A Avenue.  He recalled  they had spent about 10 years 
trying to get Stampher Road repaired and now surface water continued to drain off Highway 43 
at the east side at Terwilliger Boulevard to Stampher Road.  He stressed that it needed to be 
addressed immediately.  He would be filing complaints with the Oregon Transportation 
Commission to try and get proactive action because the nice paving job was going to be 
reduced to a gravel pit shortly.  He concurred with previous comments regarding the City’s debt 
load.  He related he was going to draft a resolution before his neighborhood association annual 
meeting on Wednesday evening.  It would ask for a vote prior to the issuance of bond debt for 
the Lake Oswego-Tigard Partnership.      
 
Mayor Hoffman questioned allowing people who don’t live in Lake Oswego to comment on the 
Lake Oswego budget.  He noted Ormsby had said he was there as an individual and also as a 
representative of a neighborhood association.  Smith commented that if something we do 
affects that community I think we should hear from that community.  Mayor Hoffman explained 
he had asked that question because Clackamas County had some issues with outside people.     
 
John Surrett, 1685 Edgecliff Terr, (97034), explained that he was making personal remarks 
even though he chaired the LONAC Budget Committee.  He spoke to the Tennis Courts issue.  
He was opposed to any taxpayer money directly or indirectly (including SDCs) going for that 
purpose.  He stressed it was not a high priority purpose and use of the City’s limited resources.  
He cited the results of a citizen attitude survey done within the last three years:  When 200 men 
and 200 women were asked what their recreational preferences were 4% to 6% said it was 
playing tennis.  He questioned why Lake Oswego should cater to such a small percentage of 
people and build grandiose new covered tennis courts.  He related a presentation had been 
made at the LONAC meeting on Saturday which was bone-chilling in terms of the cumulative 
debt the City would be faced with within the next two years.  It had grown by ten-fold since 
2006.  He remarked that the LO-Tigard water agreement was horrific in terms of debt. The City 
did not yet know what it was up against in regards to the project.  He observed the only way to 
unwind it was by unanimous votes of either council.  He concluded by predicting that there 
would be a lot more said on this.   
 
Overview of Public Works and Utilities 
 
 Brant Williams and Anthony Hooper   
 
Williams advised that four funds funded most public works infrastructure:  Water, Wastewater, 
Surface Water and Street.  Of those the only one that was in fairly good shape funding-wise was 
the Wastewater Fund.  The Street Fund was challenged to keep up with maintaining the City’s 
transportation system, which included 178 miles of streets.  The Bike Path Fund and the SDC 
Fund were special revenue funds.  Three other funds were more like internal services funds 
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because they were funded by the other utility funds to do the necessary work on infrastructure: 
LO-Tigard Water Partnership Project Fund (funded by the Water Fund); Engineering Fund 
(funded by all the utility funds); and Operations Services & Motor Pool Fund (funded by all the 
utility funds and the General Fund).   
 
Williams recalled that utility rates were included the Master Fees and Charges Schedule that 
was set by the City Council each year.  He presented a slide showing how the utility-related 
components of the Schedule had increased.  The Water fee had increased by 25.5% on March 
1 according to a strategic plan for increasing water rates to pay for the LO-Tigard Water 
Partnership Project.    Next year it was to increase by 12.9%.  The Wastewater fee was to 
increase by 3% on July 1 and would likely increase the following year.  The Surface Water fee 
was to increase by 7% on July 1 and was expected to increase similarly the following year as 
well.  The Street Maintenance Fee had been gradually increased over the past three years.  The 
City Council had raised it by 25% in 2010 and by 17.5% in 2011.  This year it was scheduled to 
increase by 40%.  The following year it would most likely go back to being based on the 
construction cost index, which would likely be in the range of 2% - 6%.  Williams then 
discussed individual funds.   
 
 Water Fund 
The City was in the process of implementing the recommendations of a water audit that had 
been done a few years ago: replace meters, do leak detection and add .7 FTE to work on online 
billings, review water consumption with the tier rates and support the existing utility billing 
position.  The City was preparing for when several people at the Water Treatment Plant retire in 
the next few years.  It wanted to add an intern position to learn how the plant worked and be 
ready to fill in.  That would maintain the technical expertise there, especially as the LO-Tigard 
water project moved forward.  He pointed out Water Fund resources ($77,413,975) were 
significant.  That was the total of a $2 million beginning fund balance, revenue of almost $10 
million (almost all from water fees); and an anticipated $65.5 million bond sale.  Besides the 
amount that would be directed to the LO-Tigard Water Partnership Project Fund, the budget 
proposed to use $1 million for other capital projects and $5.9 million for ongoing operations.    
 
 Wastewater Fund 
The Wastewater Master Plan planning process was underway.  It would address significant 
issues related to system infiltration and inflow and the Tryon Creek Wastewater Treatment Plant 
Facilities Plan update. A .3 FTE accountant/utility billing position was proposed to be added to 
this fund.  The fund had Resources of $28,216,585.  The significant beginning fund balance of 
$16,383,535 was due to the LOIS project coming in under budget.  That left plenty of capital 
available for future projects called for by the master plan.  The budget proposed capital 
spending of $600,000 and $5.2 million for ongoing operations.   
 
Kehoe referred to the high beginning fund balance of around $16 million and asked why the 
City was carrying such a high balance and if there were plans for it.  Williams clarified the plan 
was to hold on to that balance until the Wastewater Master Plan was finished.  The funds would 
be needed to accomplish significant needed capital projects that would address problems with 
the system, such as aging pipes and water infiltration.  Kehoe commented that it seemed like a 
pretty high number against what the total project was.  He wanted to know if the money was not 
needed could it be used to pay the bonds down faster or returned so that citizen’s rates were 
lowered.  Euler advised the bonds were fairly new so they could not be retired, but they could 
be de-feased, which would have a similar effect.  The utility had made a concerted effort to 
avoid future rate spikes due to capital projects.  The utility was in the position of hopefully being 
able to cash fund and not have to raise future rates for upcoming capital projects.  If that was 
something the Committee was interested in the staff would have look into it.  Williams 
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confirmed for Kehoe that the City Council would hear the master plan in the future and have the 
opportunity to address Wastewater Fund funding at that time.   
 
Olson asked if Lake Oswego’s share of improvements to the Tryon Creek Wastewater 
Treatment Plant were anticipated in the master plan or the budget.  Williams clarified the 
master plan was just for the collection system that fed the LOIS project and the treatment plant.  
The Wastewater Fund paid for the City’s portion of the costs for the treatment plant per an 
intergovernmental agreement.  Lake Oswego would be responsible for the City’s portion of the 
plant’s facilities plan and any projects that come out of that facilities plan.   
 
Berg asked Williams to clarify that the budget was essentially carrying $16.4 million over in 
anticipation that the Water Fund would have additional needs due to the master plan.  Williams 
indicated that was correct.   
 
 Surface Water Fund 
This fund was underfunded.  There was only about additional funds $193,000 available for 
capital this year.  The City had just received its MS4 Permit from the DEQ.  In the future both 
private and public development would be required to address water quality issues.    This Fund 
needed to replace a sweeper and a vacuum truck.   Those items were not funded in the 
proposed budget.  A future budget would have to include the funding.  Of the total resources of 
$3,671,833 about $464,000 was proposed to go towards capital next year and $1.8 million was 
budgeted for operations.   
 
Hooper clarified $193,000 the City would actually be able to spend $464,000 by taking the 
money from fund balance.   
 
 Street Fund 
The Street Fund budgeted three non-capital projects: the Transportation System Plan update 
($180,000); Lake Grove engineering ($200,000); and a citywide bridge analysis ($100,000).  
Hooper would talk about the capital projects later.  Street Fund resources were graphed as a 
pie chart.  Revenue of almost $5 million was generated mainly by gas taxes and the vehicle 
license fees ($2.253 million); the Street Maintenance Fee (about $2 million) and the PGE 
franchise fee ($500,000).  That was not enough to keep up with addressing the problems the 
City had with its streets.   A larger investment in the transportation system was needed.   
 
Gudman recalled last year the bridge analysis project had been estimated at $17,000.  He 
asked why it was now budgeted at $100,000. Williams planned to research that.   
 
Smith recalled last year $200,000 had been taken out of franchise fees that go to the Street 
Fund to give to schools.  Then the City had ended up being over $300,000 in the green.  He 
asked if that $200,000 been returned to the Street Fund.  Williams said the proposed budget for 
next year raised the amount back up to where it had been previously.  Smith asked why it was 
not returned to the Street Fund.  Williams explained those dollars had been used to go to the 
School District.  Smith recalled the City had returned dollars to the Library.  Olson recalled that 
last fall when the City Council had discussed the surplus she had suggested that some of it be 
used to accomplish the street projects that had not been done because the money went to the 
School District.  But that did not occur.  She recalled the Committee had learned last week that 
the surplus just went into the General Fund.  Smith indicated he would like to see those dollars 
returned to the street fund and add that to the list of items for discussion.     
 
 Bike Path Fund 
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This fund was small ($40,719) and money would continue to be accumulated in it until there was 
enough to do a significant project.   
 
 SDC Fund 
A slide listed the sources of Systems Development Charges: Parks, Street, Water, Wastewater 
and Surface Water SDCs.  Parks was the healthiest in terms of both the amount of total 
resource that would be available during the budget year ($1,852,808) and the amount of SDCs 
projected to come in from development during the budget year ($454,000).  Surface water 
SDCs was much smaller than any of the others (Total Resource $150,915). Williams clarified 
for Olson that there would not be $1,852,808 in Parks SDCs at the end of the budget year 
because the City was planning to spend money on the Rosemont project during the year.    
 
 Engineering Fund 
Williams reported the Engineering Fund was trying to staff back up to its 2009 level of about 22 
FTEs.  It would add a .5 FTE to bring the half time principal engineer position back to a full time 
position.  It would add back the .5 FTE construction inspector position that had been transferred 
to the LOIS project.  It was likely a good time to do that because the City was starting to see a 
ramp up in private projects that required related public infrastructure improvements.  It would 
allow engineers to spend more time designing projects than doing inspections.  An engineering 
Tech III position was currently filled on a temporary basis.  The fund wanted to make it a 
permanent position.  Williams related that his sense was the Engineering Division was pretty 
lean overall.  City Engineer Erica Rooney had 13 direct reports.  The Division was looking at 
restructuring and having the principal engineer position so it would be in a better position to 
focus on engineering projects.  A pie chart graphed the multiple funds that provided revenue to 
the Engineering Fund to deliver services including GIS.   
 
Berg recalled Williams mentioned Rooney’s span of control was 13 to 1.  He related that his 
experience was that 13 to 1 was not a lean organization from an engineering standpoint.  He 
asked for more information on the ratio of managers/supervisors to technical employees in each 
of the sub-departments of Public Works.  Williams indicated the staff would provide that 
information.   
 
 Operations Services & Motor Pool Fund 
Williams clarified that this fund only funded a portion of the Operations Division.  It funded three 
motor pool workers to service the fleet.  The rest of the fund was for Operations Division 
management and administration.  That was why Total Revenue was only around $1.5 million 
when overall Operations employees spent a lot more than that and did a lot more work.   
 
 Trolley Fund 
This fund maintained the Willamette Shoreline right-of-way.  The City managed the fund for the 
Willamette Shoreline Consortium.  It contained total resources of about $389,000.  The Elk Rock 
tunnel repair project needed to be done for about $200,000.  Another $46,000 was budgeted for 
all the other necessary ongoing maintenance.  Williams clarified for Mayor Hoffman that the 
fund’s resources had been collected from the consortium, so the $200,000 to be spent on the 
tunnel project would be consortium money.  Each year the City paid $20,000 into the fund.   
 
 Assessment Fund 
This was a small fund of about $139,000 that could only be used for wastewater purposes.   
 
Taylor observed utility rates were rather high.  She asked if the City had considered billing 
monthly instead of bimonthly.  Euler confirmed consultants had recommended that and it had 
been considered in the past.  A decision had been made then not to change it because it would 
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double the cost of billing.  Taylor asked what percentage of users was using auto pay or making 
online payments.  Euler recalled there was a fair amount of credit card payers and automatic 
deduction payments. She did not have that information with her.  She related the staff would like 
to find a way to increase the percentage of payers who made online payments (currently 3%).   
 
Berg noticed the amount of drinking water produced had dropped by 5.1% in 2009-10 and 
10.3% in 2011.  He asked what that was due to.  Hooper advised it was due to a combination of 
conservation and a rainy season.  Berg acknowledged there might be some variation.  Yet it 
seemed water production was dropping while the fees were going up.  He referred to a chart 
that had been distributed with the fee schedule.  He had used it to calculate that since 2008 
annual increases in water rates had been 6.1%; 16.5%; 21.9%; 19.1% and 11.9%.  He 
observed that pattern of large rate increases was not sustainable.  He asked how the chart 
generators defined the ‘typical’ utility bill for Lake Oswego.  Hooper referred to the master 
schedule and advised it was a single-family user using 20 CCFs per two-month period.  (1 CCF 
equals 748 gallons.)  Vricella asked how the City accounted for its own use of water.  Hooper 
related there were meters at the parks that were read every two months.     
 
Jordan pointed out that the utility rate history chart on page 118 showed that utility rates had 
been kept flat for a long time (2003 to 2007) even though the City knew it was going to have to 
replace both the sewer and water systems.  That was why the more recent big jumps had been 
necessary.  She recalled that the City of Tigard had a process of identifying what projects were 
going to be done and setting a dollar figure for them.  That was how it determined what its street 
maintenance fees were going to be for five years.  She explained she was concerned that going 
forward the City would experience decreasing revenues from the state gas tax and increasing 
need for maintaining streets.  She wanted to know if the Street Fund could be further subdivided 
so street maintenance was more transparent to the people who were paying the fee and they 
could actually see what the fee was used to pay for.  That indicated the City should think about 
how to make it more transparent when it charged that fee on utility bills.  She asked if the City 
could do that and if street maintenance should be a separate fund.  Williams indicated that the 
administration would look at that.   
 
Chair Studebaker said his understanding was the typical utility rate for FY2011-12 was $216 
and for FY2012-2013 it would be slightly over $243.  He asked if that was correct and if 
continued increases were planned to be phased in in order to have it up around the amount it 
would need to be to pay for the bonds.  He asked if it would then be $100, $200, or $50 more 
than it was now.  Euler advised that the water portion was slated for an average fee increase of 
12.9%.  Wastewater would be 3% and Surface Water 7%.  Street Maintenance would be 40%.  
She offered to calculate and provide estimates in dollars.  She cautioned it was dangerous to do 
that because those increases had not yet been approved.  They were simply estimates.  She 
did not want to lead people to think those were the exact dollar increases.  Chair Studebaker 
asked staff to provide the Committee with an idea of what those rates might be three or four 
years in the future.  It would give them an idea of what kind of extra amounts the citizens would 
have to pay and the Committee could then look at the rest of the budget in that light.   
 
Gudman request the staff to define ‘typical’ when referring to the ‘typical monthly billing’ in the 
final budget document so it was readily available and people did not have to look it up.    
 
Gudman added the following items to the list of deliberations topics: 
 The $30,000 for the City manager search (per the citizen’s request) 
 The bridge safety dollars ($17,000 or $100,000, depending on what the staff reported back).    
 In the future changes to utility rates should be a part of the Budget Committee process 

rather than separately done in January.   
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Overview of Capital Improvement Plan (CIP) 
 
 Anthony Hooper  
 
Hooper reported that the CIP had been presented to City Council on April 24.  It contained 
some projects to be funded in the proposed budget year.  The information regarding projects 
that might be funded in the out years of FY2013-2014 to FY2016-2017 was intended to offer 
context and illustrate what projects were priorities and could plausibly be funded based on 
anticipated revenues and expenditures.  He then discussed what was proposed in the FY2012-
2013 proposed budget.   
 
Parks Projects: $475,000  
The Rosemont Trail – Phase 2 would be funded with $475,000 of Parks SDCs.  That was the 
only Parks project in the Five Year CIP.  No Parks projects were shown in the out years.   
 
Pavement Projects $1,995,000 
$   290,000  Annual Pavement Preservation Program for local streets (slurry seals etc.)   
$1,363,000  A Avenue Rehabilitation project to be begun in July.   
$   342,000 Kerr Parkway Rehabilitation (the design phase of a $2.5 million project) 
 
Berg asked how the staff arrived at $290,000 for resurfacing.  Hooper related that was how 
much money was available after the other two projects were funded.  The large Kerr Parkway 
project, which needed to be done.    
 
Add to deliberation topics: 
 Find a way to increase the $290,000 for pavement preservation projects (Berg) 
 
Smith referred to the criteria for projects on page 6 of the CIP.  It appeared to him that if the 
Pavement Preservation Index was greater than 30 the project would not be done because it was 
too expensive and resource demanding.  He thought it should be done first.  He asked staff to 
explain how they set the priorities for projects and what the City’s PCI was.  Hooper advised the 
PCI was currently 66.  It was difficult to balance the criteria.  For example, Blue Heron had a 
very low PCI, but unfortunately, other criteria had to be considered, such as how much that 
street was being used.  He advised that when the PCI dropped the cost rose dramatically.  It 
was more cost effective to maintain the streets with a higher PCI than those that were too low.  
However, at some point the City needed to do something about those streets as well.  Smith 
observed there were people and businesses on the street that was 30 or below.  He said 66 
sounded good compared to 30, but in years past the City set a threshold of 70 as acceptable.  
Hooper advised the ideal, optimal, PCI was 80, but 70 had always been a target.  He advised 
that it would cost $20 million in today’s dollars to put a massive project together today to move 
the City’s PCI from 66 to 70.     
 
Taylor asked him to clarify that there was nothing in the CIP for annual pavement preservation 
in out years.  Hooper confirmed that some paving of arterial streets would be done, but there 
was nothing for local roads until 2016-17.  Taylor asked what effect that would have on the 
condition of the system.  Hooper advised that targeting big roads did move the system forward, 
but work would not be done on local roads.  Chair Studebaker asked what it would cost to 
bring both local streets and arterials up to standard over a period of ten years.  Hooper planned 
to research that and report back.  Chair Studebaker suggested that if bringing roads up to snuff 
was a priority perhaps the City could regularly budget for it.     
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Other Street Projects $1,003,000 
Hooper showed a slide that listed seven other projects.  It included three pathway projects, 
which would just maintain existing pathways.  The Pilkington/McEwan Pathway was a Safe 
Routes to School grant project.  Chow Corner was going to be done with outside funding.  The 
retaining wall on Stafford Road and the Carman-Boones Ferry Stairway Replacement projects 
would address safety issues.  The City was not planning on doing any other pathway projects in 
out years.  There was not enough funding to do so.  It was focusing available funding on 
arterials.  It had to make ADA-required ramp retrofits in order to meet the federal requirements.  
Taylor asked and Hooper agreed that the staff would add a column to identify funding sources 
and amounts, such as grants.  He noted the information was also available on the project 
sheets in the CIP.     
 
Water Projects $30.6 million 
Most of this money would be spent for the LO-Tigard Water Partnership Project.  $1 million was 
available for Annual Water Rehabilitation.  Part of it would be spent to replace a water pipe 
during the A Avenue project.  The money would be used for this project in the next year, but the 
expenditures would span two fiscal years.   
 
Surface Water Projects: $464,000 
Surface Water had over $10 million worth of unfunded projects.  There was not enough in the 
Fund to accomplish them.    The budget was so tight that the City had decided to focus on 
capital in out years at the expense of replacing a vehicle.  If it found it had to replace a vehicle in 
out years a capital project could not happen.   
 
Wastewater Projects: $750,000 
$ 100,000  Annual Wastewater Rehabilitation (small projects around the City) 
$ 200,000  Iron Mountain Sanitary Sewer & Pedestrian Bridge 
$ 300,000 Wastewater Pump Station Upgrades (the design phase of the project) 
$ 150,000 Close out the LOIS project 
 
Facilities: $60,000 
This would fund the Iron Worker’s Cottage. Olson related that $20,000 or $30,000 was coming 
from a state historic preservation grant.  The rest was coming from the City’s Hotel/Motel tax 
revenue.  None of it was from the General Fund.   
 
Hooper reported there was a lot more information about the CIP online.  It was linked to the 
April 24 City Council meeting.  The finalized version would be put on the Engineering Division 
web page as well.   
 
Jordan recalled the Kerr Parkway Rehabilitation project was shoring up and resurfacing the 
road, which was such bad condition it needed total rehabilitation.  The funding did not pay for 
any bike/pedestrian paths.  Vricella asked if the Kerr Parkway project would include any of the 
roads that fed into Kerr Parkway.  Hooper clarified it was just Kerr Parkway.   
 
Chair Studebaker observed that annual rehabilitation projects were planned in Wastewater and 
other funds.  He asked if the Committee should expect to see the same or similar amounts each 
year.  Hooper answered that it should not expect that.  The Water Fund showed $1 million for 
FY 2012-13 but only $200,000 in the out years.  Part of the reason for that was to minimize the 
amount of utility rate increases for the water fund and focus on LO-Tigard major upgrades to the 
main distribution system.     
 



 

City of Lake Oswego Budget Committee 
Minutes of May 10, 2012 

Page 10 of 14

 

Smith commented that the CIP showed the Country Club Rehab project as funded and gave a 
date of 2015, but it was not funded (see page 43). Hooper clarified ‘funded’ meant it was either 
actually funded in FY2012-13 or it was projected to be funded in one of the out years.  This was 
earmarked for funding in 2015, but that did not necessarily mean it was locked in then.   
 
Smith asked if there were dollars in the proposed budget to clean and paint City Hall.  Williams 
acknowledged the City had a problem with the type of siding on the facade.  Builders did not 
use it any more.  It absorbed water and was difficult to maintain.  The moss could not be power 
washed off because the siding was so weak.  Paint would not adhere to it.  It was one of the 
major problems with City Hall.  Smith asked about the entrance canopy.  Smith requested to let 
the Committee know how much it would cost so it could try to find money for it.  Tierney and 
Jordan recalled that staff had provided the information to a citizen who had inquired about 
cleaning of the building exterior.  Williams agreed to look into that.     
 
Overview of LO‐Tigard Water Supply Partnership 
 
 Joel Komarek, Director of the LO-Tigard Water Partnership Project 
 
Komarek briefed the Committee on the project and its budget.  The project would make water 
system improvements.  The system consisted of six elements in four different cities: Gladstone, 
West Linn, Lake Oswego and Tigard.  The intake facility was on the Clackamas River at 
Gladstone.  From there the water was piped under the Willamette River to the water treatment 
plant in West Linn.  The plant had been built in unincorporated Clackamas County.  Then West 
Linn had annexed it and grown up around it.  After the water was treated to drinking water 
standards it was pumped to a reservoir at Waluga Park.  Since the early 1970s some of the 
water had been shared with the City of Tigard under various types of agreements between the 
two cities.  He advised that if all the pumps were operating around the clock the system would 
produce 16 million gallons per day (referred to as ‘nominal capacity’).  If one of the pumps was 
out for maintenance or there was a malfunction capacity would be reduced to 12 million gallons 
per day (referred to as ‘firm capacity’).  In 2006 Tigard and Lake Oswego decided to research 
the benefits and costs of partnering for water supply.  The study showed that could have 
significant benefits for the next 50 to 75 years in terms of cost and providing reliable water.   In 
2008 the cities entered into an intergovernmental agreement to jointly plan, construct and fund 
the new facilities.  Lake Oswego owned the water rights and the system to be upgraded and 
replaced, so it became the managing agency.  The design phase had begun in early 2011 and 
was now at the 30% mark.  The design process had already determined that for little additional 
cost the system could be expanded to its maximum of 38 million gallons per day without 
phasing.  A supplemental terminal reservoir would be built to work in tandem with the existing 
facility.  2 million gallons were to be dedicated to Lake Oswego in the largest service zone to 
meet storage needs and the remaining 1.5 million gallons would be dedicated to the City of 
Tigard.   
 
The project had found some economical ways to bypass some of the old aging pipeline.  The 
project had encountered some challenges.  It found the plant site was over a zone of liquefiable 
soils.  Unique methods were going to be used to support the structure and staff has been 
working closely with federal, state, and local permitting agencies and they have been in support 
of the approach taken.  ODOT required it to do work at night because of daytime traffic.  It had 
been a challenge to find a route across the Willamette River and to protect fish.   It found the 
existing intake facility had deteriorated so much it could not be used.  The project had to adopt a 
new schedule in order to work with communities and environmental regulators but the schedule 
remained on track and the deadline was July 1 2016.  Komarek presented a graph that showed 
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that program expenditures were within budget so far.  Rates were increasing to have the 
necessary funds when the construction phase began in 2014.   
 
During the questioning period, Komarek confirmed that the 16 million gallon per day ‘nominal’ 
capacity was maximum capacity.  Vricella asked how many gallons per day the City currently 
needed.  Komarek advised it depended on the temperature; how much water was needed for 
fire suppression on a peak day; and the peak hourly flow rate (typically in the morning when 
residents took showers and irrigations systems turned on).  During peak hour demand was 
generally twice what it was the rest of the day.  That water was drawn out of storage.  The 
system tried to fill it up again during the rest of the day.  When there were several warm days in 
a row the plant ran on a 24/7 basis with all pumps going all the time to try to fill the reservoirs 
and prepare for the next day.  He advised that a lot of the decrease in demand during the past 
couple of years had been due to weather; the tiered pricing structure and the general economy.  
Last year the peak (the max) was around 12 million gallons a day.  Historically the average 
demand was about half of peak day demand, or about 6.5 million gallons a day.  The last couple 
of years had been an anomaly both in terms of the average and the peak days.   
 
Berg observed the project had encountered some substantial scope changes with the site 
facility and understands that happens when break ground.  Komarek agreed those included 
finding a route across the Willamette River, finding liquefiable soils, and the challenge of the 
land use process in West Linn.  He related the project could benefit from the current favorable 
bond interest rates.  Tigard had just issued about $102 million of revenue bonds and got a 
favorable rate slightly over 4%.  If Lake Oswego used full faith and credit financing for the water 
project it might realize even lower bond interest rates.  The construction marketplace was still 
very competitive.  As the design developed it hoped the project contingencies would decrease 
relative to the risk.  Berg asked when design would be finished and when there would be a 
better estimate of the total project cost.  Komarek related the project would be talking about 
costs with the oversight committee in the next two weeks.  It would be at 60% design in August 
or early September.  At that point it would talk with the City Council about costs.  The design 
work was anticipated to be completed the end of 2012 or in the first quarter of 2013.  He 
confirmed for Berg that the project would have a much better idea of the cost during January 
2013.   He related the project was hearing about some big Pacific Northwest projects coming in 
at 10% to 15% below engineer estimates.   
 
Chair Studebaker asked if the amount of resistance by residents of West Linn had been a 
surprise and if it would delay things and add much to the cost.   Komarek recalled there had 
also been opposition to 1996 plant upgrades.  The project was more organized this time.  It was 
working hard with the neighborhood to address their concerns through the design process.  It 
had participated in over 180 meetings in West Linn, Lake Oswego and Gladstone to understand 
and address concerns.  It was going to be a challenge to go through the land use process.  
They received a very favorable staff report on their application that recommended approval of 
the plant land use application with conditions.     
 
Committee Questions and/or deliberations 
 
Gudman asked if the Committee would receive the recommendation it asked for from 
Donaldson regarding what he would do with the money if there was a surplus for 2012.  Euler 
offered to communicate that to him.  She recalled he had previously answered in a general way, 
indicating he would favor investment in equipment for the General Fund.  Gudman clarified that 
he was asking for more a more specific recommendation with amounts.   Olson asked the staff 
to provide the April actual financials before the next meeting.  She asked for a summary sheet 
showing the General Fund Personnel Services and Materials & Services line items for each 
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section of the budget so she could determine whether line items she thought should be looked 
at were more than $10,000 value.   She clarified that Materials & Services was the most 
important and she wanted that first.  Gudman offered to send her the Personnel Services 
spreadsheet he had created.    Tierney asked for the most current information possible.  He 
wanted to know if there were any current estimates that would vary by $10,000 or more from 
what had already been presented to the Committee.     
 
Jordan reported the Natural Resources Advisory Board (NRAB) had met the previous night.  
They appreciated the fact there was money in the budget to continue with invasive species 
removal.  They had a goal to have a volunteer coordinator to facilitate bringing groups of 
volunteers in and training them how to do pull invasive species.  The volunteer labor would be 
free. They believed the number of free hours of work the City would get would more than pay for 
the volunteer coordinator position.   She asked for an estimate of the cost of adding a part time 
FTE volunteer coordinator for invasive species removal. She suggested Tryon Creek might be 
able to help with the estimate.  Mayor Hoffman thought that could be a position like Parks and 
Recreation’s the volunteer coordinator for Parks and Recreation programs.  Euler anticipated 
Director Gilmer would be able to provide some input on that.   
 
Berg added to the list of discussion topics: 
 Cost of a volunteer coordinator to organize volunteers who will be removing invasive 

species (Jordan) 
 
Tierney complemented Donaldson, Williams and the staff for providing a higher level of 
budgeting information.  It helped the Committee see where there were significant gaps and 
where there were challenges.  He had a suggestion for how the Committee deliberated trying to 
maintain the momentum.  He suggested the members voice what the major issues, were and if 
there was something missing.  He had voiced his own concern that they needed to be looking at 
capital.  Chair Studebaker indicated he planned to ask the members at the end of this meeting 
to list significant things they would like to add to the budget and things they wanted to see cut 
from the budget.  The Committee would talk about those in deliberations.  Tierney suggested 
looking at the expenditure side to see if there were any gaps and determining if there was a 
consensus that there was a capital gap.  He would want to discuss whether there was a capital 
gap this year and if there was going to be one next year. He wanted to discuss whether there 
was a gap in PERS funding and whether there was a gap in using one-time funding to get the 
budget almost balanced.  He wanted to know if there was concern that current revenues were 
less than current expenses.  After the members aired their concerns the Committee could talk 
about what it might do to fix them. Chair Studebaker observed that if the City did not increase 
taxes that could mean cutting programs.  Williams related the staff would try to categorize them 
so the Committee could work through them as efficiently as possible next week.   
 
Kehoe recalled the issue raised this evening of people testifying who lived outside the City 
limits.  Chair Studebaker asked City Attorney Powell to research how state law treated 
comment periods.  Mayor Hoffman clarified that he had just raised the question in terms of 
where do you have people who live outside the City comment about taxes we pay, not that it 
was not allowed by statute.  Tierney moved to allow any citizen in attendance from any 
community to testify before the Budget Committee.  Olson seconded the motion.  Chair 
Studebaker postponed the vote until after the Committee heard Powell’s opinion on it.  City 
Attorney Powell advised that state budget law said the Budget Committee was required to hold 
at least one meeting where the public can comment or ask questions although multiple 
opportunities were allowed. But for each of them state law said that any person may testify.  
The vote was held on the motion and it passed by unanimous agreement.   
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Public Comment 
 
Dan Williams, 17226 Tualatin St., recalled that last year the Council majority voted to take 
money from bridge inspections and give it to bike paths.  Tonight he had been alarmed to hear 
that the Street Fund was significantly underfunded.  Even $5 million was not enough.  He 
believed the deficit that ran in last year’s budget was $372,000.  The budgeted funding of the 
Street Fund dropped for the year.  That was alarming.  There had been increases in other 
things, such as increases in the tennis balance and the golf fund balance.  The Arts Council had 
gotten bumped up a little bit.  Those were all good things, noble things, but the City needed to 
set its priorities.  Streets and public safety were huge priorities.  The City could not just keep 
deferring that maintenance.  It had to be done.  It was important to the community.  It had to be 
a priority.  The decisions of the Committee reflected the priorities of the community.  They could 
all agree it had to be addressed – it was not getting any better. The estimate for bridges went 
from $17,000 last year to $100,000 this year.  Then they found out that the money that was set 
aside for the bike fund was not used.   Williams said once in a while the City got a gift like the 
savings on LOIS.  The recession had been terrible on a lot of people, especially in his industry.  
But the City did get lower labor costs and had been were able to derive some savings on LOIS.  
The staff had done a great job.  There was a light at the end of the tunnel on the LOIS thing.  It 
looked like it was going to come in under budget save some money.  He said, “Government is 
the only entity I know of that when they see the light at the end of the tunnel they go out and buy 
more tunnel.”  He said the City had to capitalize on those savings because it did not see them 
very often.  He noted the Committee had learned the City would not legally transfer the funds.  
He urged the City to return those savings to the taxpayers and ratepayers.  They needed it.  It 
would send a good message, a responsible message.  It might be tempting, but they should not 
use those savings for something else.   
 
Olson asked staff if the bike project did not get done.  Hooper clarified the City had used Bike 
Fund money for the Kruse Pathway project.  There was not enough money in it so they also 
used Street Fund money to finish the project.  D Williams did not support dipping into the Street 
Fund to pay for the project.  He indicated that the community all loved bikes, but there was a 
priority order and streets were more important than bike paths.  He observed that repaired 
streets were important to bicyclists as well as drivers.  He recalled seeing a lot more bikes on 
the streets than on paths.   
 
John Surrett, 1685 Edgecliff Terr., indicated he would like to see the City seriously consider a 
revised revenue analysis for the LO-Tigard Water Partnership agreement.  He had attended 
many of the meetings before the agreement was signed and heard the consultants.  He said he 
believed the City needed to revisit the rate design as it related to water bill revenues versus 
what the SDC revenues were estimated to be before the agreement was signed.  He questioned 
whether there were going to be over 6,000 new water connections in Stafford; a couple 
thousand new in Foothills, and other hookups around town.  He said there was an urgent need 
to look at those estimates because if the revenues from SDCs did not materialize then even 
higher water rates would be necessary to cover the SDC revenue shortfall.  A new revenue 
requirement analysis needed to consider that the original analysis estimated a 1.5% population 
growth rate but that was definitely not happening.  .38% was what the growth rate was for 2009-
2010 and in 2011 the City grew by perhaps 55 new people.  Some fundamental assumptions 
had been made with regard to the revenues that were going to be generated to amortize the 
bonds.  It did not appear that the revenues were going to materialize.  He urged the Committee 
to give careful consideration to bringing the consultant back or engaging another consultant to 
look at the revenue requirement analysis.  Surrett then commented on the tennis facility.  He 
wondered aloud if tennis players and advocates would consider forming a tennis nonprofit 
organization similar to the LO School foundation and raise money to help build the facility.  He 
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recalled LO Citizens had taken action when the Safeco purchase was made.  That had resulted 
in the round-filing of a $100 million dollar community center proposal that would have had all 
kinds of athletic and recreational facilities.  Around that time the City conducted a survey 
through Hello L.O. which asked how many residents belonged to a private gym.  70% of the 
respondents said they belonged to private gyms.  He noted there was going to be a privately 
owned tennis court near Meridian Park Hospital.  He suggested perhaps the 4% to 6% of the 
population who were tennis players should buy a membership at that private facility just as the 
majority of Lake Oswego citizens bought private memberships at private gyms.   
 
Adjournment – City Budget Committee Meeting 
 
Tierney moved to close the Lake Oswego Budget Committee meeting so the Committee could 
open the LORA Budget Committee meeting.  Gudman seconded the motion and it passed by 
unanimous vote.   
 
Chair Studebaker adjourned the meeting at approximately 8:15 p.m. 
 
Reconvene – City Budget Committee Meeting at 8:53 
 
The Budget Committee reconvened to discuss the deliberation process for the next budget 
meeting.   
 
Chair Studebaker asked for any other items to be added to the list for deliberations.  He 
clarified that they can have specifics, but they will not be drilling down to the detail.  Berg 
requested that department directors attend if needed for questions.  Taylor requested the list be 
provided to the Committee prior to the next meeting.  Gudman requested to add to the list what 
the amount/impact would be for each1% applied for a vacancy rate, separating the General 
Fund from the other funds. 
 
Adjournment – City Budget Committee Meeting 
 
Tierney moved to close the Lake Oswego Budget Committee meeting so the Committee could 
open the LORA Budget Committee meeting.  Gudman seconded the motion and it passed by 
unanimous vote.   
 
Chair Studebaker adjourned the meeting at approximately 9:02 p.m.   The next meeting was 
scheduled on May 17, 2012.   
 
Respectfully submitted, 
 
 
Kam Frederickson /s/ 
Kam Frederickson 
Budget & Financial Analyst 
 
APPROVED BY THE BUDGET COMMITTEE:  May 17, 2012 
 


