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Office of the City Manager  
 

April 16, 2012 

 

 

The Honorable Mayor Neeley and Members of the City Commission and Budget Committee, 

 

 

Introduction 

It is my honor to present the fiscal year (FY) Budget for 2012-13.  The budget is balanced and in 

accordance with Oregon State Statues and budget law.  The budget for FY 2012-13 totals $81.4m.  This is 

a slight decrease ($6.6m or 7.54%) from last year’s FY budget of $88.0m. The 2010-11 and 2011-12 

budget had a large increase due to the anticipated receipt and expenditure of state transportation funds 

($22m) for the Jughandle Project (Hwy 213/205 Interchange Improvements).  The FY 2012-13 decrease 

is primarily attributable to the near sixty percent completion of the Jughandle Project, with attendant 

decreases in both project revenues and expenses.    The project has been proceeding  in earnest in 2011-

12 with only $8.6m in revenues and expenditures remaining throughout this year and in 2012-13.  This 

budget was prepared following the annual Goals update by the City Commission and is specifically 

designed to achieve each of the Goals and action items established by the Commission.  The following 

paragraphs will highlight changes from the FY 2011-12 Budget and provide an overview of the City’s 

major funds. 

 

The FY 2012-13 budget’s major program additions and changes are: 

• Capital Expenditures --- The major expenditure anticipated is the Jughandle project, which is 

budgeted at $8.6m.  This budget reflects the receipt of state transportation funds and the 

expenditure of those funds for this project. 

• Ermatinger House Restoration --- The City has created a new fund to finance the Ermatinger House 

Restoration.  A transfer from the General Fund of $250k in 2011-12 and another $100k in 2012-13 

along with various grants of $140k will provide nearly $500k towards the restoration of this historic 

house that has deep historical significance to the region.  

• Community Development --- The Community Development Department has continued to 

experience reduced revenues and demand for services, particularly in its Building Division.  Two full 

time positions have been eliminated from the budget over the two year period.  The General Fund 

continues to heavily subsidize the operations of the two funds. 

• Library --- Funds are budgeted in the amount of $750k for transfer to the Library Building Reserve 

Fund.  This amount was also transferred in 2011-12.  An additional $200k for Contract Services and 

$150k for Capital Outlay are allocated to help with site selection, design and some capital for a new 
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library.  The City is well underway in pursuing alternatives for a new library.  Several potential sites 

have been eliminated and others are under review at this time. 

• Personnel --- The net number of FTEs (full time equivalent/employees) reflected in this budget 

increased from 175.54 to 179.54 due to the culmination of factors that will primarily allow the City 

to operate more efficiently or in greater compliance with laws and regulations affecting human 

resources.  These include two new full time positions, an Assistant Finance Director and Code 

Enforcement Officer (split between the Parking Fund and Code Enforcement Fund).  Elimination of 

Building Inspector and Plans Examiner positions in the Building Division of the Community 

Development Department and the conversion of a part-time Senior Program Assistant to full time in 

the Pioneer Community Center will help align resources with service demands.  The addition of 

several part-time personnel across several funds added 3.36 FTE’s.  The net of these personnel 

changes adds 4.00 total FTE’s to the 2012-13 budget over the 2011-12 adopted budget.  Overall, 

personnel expenses for FY 2012-13 are lower than anticipated because, for the first time in years, 

there are no significant increases in health or dental insurance costs this year.  

• General Fund sustainability --- The General Fund faces new challenges as a result of the “perfect 

storm” that has affected state and local governments across the country over the past three years.  

The result is that, after five years of growth in the balance of the General Fund, from a low of $745k 

at FYE 6/30/06 to a high of $4.4m at FYE 6/30/10, the Fund is projected to conclude FYE 2011-12 

with a balance of $2.5m. The increases from 2006 to 2010 were due to cuts in various General Fund 

departments and the very fortuitous Fire Annexation Levy in 2007.  The effect of the levy was to 

reduce expenditures by $3.0m while only reducing tax revenue by $1.8m beginning in FY 2008-9. 

The successful County Library Levy in 2008 further aided the Library, but did not change the 

expenditures to the General Fund since it was already at about $200k.  The General Fund continues 

to transfer these funds to the Library Building Reserve Fund for the eventual construction of a new 

library. The amount is increased 3.0% annually.  The 2011-12 transfer amount is $208,090.   

 

While the General Fund remains healthy within this budget, its robust balance has been diminished 

due to reduced growth in assessed values, reduced interest earnings, and decreasing franchise and 

state shared revenues.  Other factors include increases in personnel costs, primarily driven by the 

addition of more adequate staffing levels in the Police Department.  Another significant demand on 

the General Fund has been the need to transfer money to Community Development and Building 

Operations to sustain their operations during the downtown in construction activity over the past 

three years.  Prior to 2006-07 these funds contributed to the General Fund to help fund costs such 

as administration and insurance.  Since then, the City has transferred the following amounts to 

subsidize Community Development and Building Operations:  2008-09 $472k, 2009-10 $675k, 2010-

11 $685k, and 2011-12 $724k, and 2012-13 $611k. The cumulative effect of these activities is that 

the General Fund will end the fiscal year with an estimated fund balance (Contingency) of $946k, 
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leaving a total General Fund balance of $1.8m when the $803k SFWB loan is paid and credited to the 

fund balance. 

 

Transfers of $350k to the Ermatinger House Restoration Fund and subsidies of $86k for 2011-12 and 

2012-13 to the Engineering Group Fund are contributing to reduce balance in General Fund.  There 

is also a $225k proposed expenditure for the Blue Heron bankruptcy property.  Once these transfers 

end, the General Fund should increase by more than $1.2m per year.    

 

Naturally, if the General Fund balance were to continue on a downward trend it would not be 

sustainable.  Accordingly, I intend to recommend revenue measures in subsequent budget proposals 

that will ensure that Oregon City does not return to the near fiscal meltdown that it faced some 

years ago, prior to the fire district annexation.  Among these will be a parks and open spaces utility 

fee, recognized in the City Commission’s recent Goals discussion that would require equitable 

contributions among the hundreds of tax exempt properties in Oregon City, largely owned by State, 

County, or other agencies situated throughout our community as the seat of Clackamas County 

government.  The effects of these facilities impose a “double whammy” effect on Oregon City by 

increasing costs for everything from transportation to police services, while at the same time 

reducing taxable inventory within the City.  The net effect is that ordinary citizen taxpayers in 

Oregon City are required to pay more than their fair share for services to cover the costs that are 

not being charged to tax exempt entities.  Implementing utility fees, from which these entities are 

not exempt, is among the most efficient and effective methods by which to ensure that an equitable 

share of costs are distributed to all of the users of these important City services. 

 

Major Funds Overview 

• General Fund --- This year we anticipate the receipt of $9.4m in property taxes for the General Fund, 

a 3.4% increase over last year.   General Fund property tax revenues will comprise 11.6% of total 

budget revenues and 53% of the General Fund. The remaining major sources of revenue for the 

General Fund are: 1) Franchise Fees in the amount of $2.0m (17.5% increase), Intergovernmental 

Revenues of $1.5m (15.5% decrease), License and Permit revenues of $122k (4.3% increase), 

Charges for Services in the amount of $1.0m (6.9% increase), Transfers of $427k (6.7% decrease), 

Fines and Penalties 485k (9.3% decrease), and Miscellaneous/Other Income of $311k (3.0% 

decrease). 

General Fund 

 

The General Fund’s largest expenditure is Police services, which are budgeted at $7.3m, 

representing 41% of the total General Fund budget. Community Services  are the second largest 

expenditure in the General Fund and are budgeted at $3.2m, representing 18% of General Fund 

expenditures. Parks maintenance is the largest appropriation in Community Services and is 
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budgeted at $790k.  This includes a new line item for Tree Replacement in the amount of $50k to aid 

the City in enhancing its urban forest canopy. 

 

The other General Fund expenditures are General Administration ($2.9m), Municipal Court ($579k), 

and Non-Departmental Expenses ($3.9m).  Major Non-Departmental expenditures consist of 

Transfers ($1.2m), of which $611k is allocated to Community Development and Building Funds and 

$209k to the Library Building Fund.  Blue Heron related expenditures in the amount of $225k are 

budgeted for 2012-13 budget.  This amount reflects the City Commission’s ongoing minimum annual 

commitment of $100k in partnership with Metro, the State, and Clackamas County toward the 

redevelopment of the site.  The $100k budgeted last year has not yet been expended and is 

reflected in the total $225k for this Budget.  A transfer to the Fleet Replacement Fund for 

replacement of vehicles (such as a new track-hoe and trailer, police car replacement, and park 

maintenance vehicle replacement) is budgeted at $324k for 2012-13.  The General Fund contingency 

is conservatively budgeted at $946k (5.3% of expenditures) for FY 2012-13. 

 

• Water --- The Water Fund is budgeted at $7.1m.  Water charges for services are anticipated to be 

$5.4m, of which water sales are $5.1m.  Water sales include a 3.0% annual increase in retail rates, 

amounting to $149k more for 2012-13.  The Water Fund beginning fund balance (BFB) is budgeted 

at $1.7m. The purchase of water from South Fork (SFWB) is budgeted at $1.4m, which includes the 

anticipated increase in wholesale rates of 2.0%.  However, the amount budgeted is the same as in 

2010-11 because it is anticipated that the cool, wet year of 2011-12 will result in significantly lower 

actual expenditures than were budgeted. Debt Service for the Water Fund is estimated at $201k 

while the Fund is budgeting another $400k to be transferred to the Public Works Building Reserve 

Fund. 

Utility Funds 

 

The Water SDC (System Development Charge) Fund is budgeted at $1.6m with new water SDCs 

anticipated to provide $300k for 2012-13.  The Water SDC Fund BFB is estimated at $1.3.  Water 

projects funded in FY 2012-13 include:  1) Annual pipe line replacements ($500k); 2) SDC Credits 

($200k); and 3) a number of smaller projects of $50k or less. 

 

• Sewer --- The Sewer Fund budget is $6.1m.  Sewer charges for services are estimated to generate 

$2.9m and the Sewer Fund is expected to have a BFB of $413k.  The City will collect another $2.7m 

in charges for Tri-City services which is passed through to Tri-City.  $531k is allocated for debt 

service.  The Sewer Fund is budgeting another $300k to be transferred to the Public Works Building 

Reserve Fund. The Sewer SDC Fund is budgeted at $1.8m and the City anticipates new sewer SDCs to 

generate $200k for FY 2012-13.  The Sewer SDC Fund BFB is budgeted at $1.6m. Major sewer 
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projects in FY 2011-12 include numerous maintenance and construction projects as outlined in the 

City’s Capital Improvement Plan (CIP). 

 

• Storm Drain --- The Storm Drain Fund is budgeted at $2.3m.  Charges for services are $2.0m and the 

BFB appropriation is $272k.  The Storm Drain SDCs Fund is estimated at $248k, anticipating $100k in 

new SDCs and a beginning fund balance of $274k.  An amount of $300k is budgeted for transfer 

from the Storm Drain Fund to the Public Works Building Reserve Fund. 

 

Storm drain projects in FY 2012-13 include several maintenance and small construction works 

projects as well as $80,000 for compliance with the City’s new National Pollution Discharge 

Elimination System (NPDES) MS-4 (Municipal Separate Storm Sewer System) permit issued by the 

State Department of Environmental Quality in February, 2011. 

 

• Streets --- Street Construction and Maintenance is budgeted in three funds. The Pavement 

Maintenance Utility Fund (PMUF), Street Operations Fund, and Street SDCs.  The PMUF budget is 

$2.3m, which includes $1.8m of revenue from PMUF and the fund’s BFB of $550k.  The PMUF is 

budgeted to spend $1.8m in road maintenance for the fiscal year.  These projects include: 1) surface 

treatment contracts ($200k); 2) overlays and full or partial reconstruction ($1.8m); 3) gravel and 

asphalt for in-house paving program ($120k); and 4) pavement management system ($20k). 

 

The Street Operations Fund is budgeted at $2.4m.  State gas tax is the largest revenue source in this 

fund and is estimated at $1.8m.  The Street Operations Fund BFB is expected to be $434k. The major 

expenditures in this fund are for various operations and maintenance functions.  Some of these 

budgeted projects include: 1) street sign maintenance ($25k); 2) traffic signal maintenance ($20k); 3) 

legends and markings maintenance ($65k); 4) streetlights, walks, and rails maintenance ($20k); 5) 

elevator maintenance and operations ($130k); Main Street ped/bike grant improvements ($40k); 6) 

Gaffney Lane sidewalks preliminary engineering for possible landslide mitigation(50k); and 7) special 

event assistance.  The Street Fund also includes a transfer of $150k to the Public Works Building 

Reserve Fund. 

 

The Street SDC Fund budget is $11.4m, $8.6m of which reflects funding for the Jughandle Project 

through intergovernmental revenues.  SDC receipts are estimated at $400k with a BFB of $2.3m. 

 

Other Funds of Note 

Library --- The Library Fund is budgeted at $2.8m with a BFB of $979k.   The Library Fund is expecting 

District funding in the amount of $1.7m (3.1% decrease resulting from census data showing reduced 

population in rural areas of the District). More details about the library can be found at the beginning of 

this Budget Message.  The Library Building Reserve Fund is expected to have a balance of $2.3m, which 
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is designated for site acquisition and development of a new library facility.  Pursuant to the City Charter, 

debt required to complete the construction of a new library will be subject to the approval of voters in a 

subsequent election.  However, the goal for this year is to complete site selection and acquisition for the 

future facility.  The Library Fund also includes another transfer of $750k to the Library Reserve Fund.   

Parking and Shuttle Operations --- While parking revenues are projected to increase due to the 

implementation of the City’s Parking Study, the effects have been delayed due to heavy construction on 

Main Street throughout the year.   The Parking Fund is budgeted at $536k with a BFB of $4k.  We 

anticipate greater efficiencies and convenience for parking patrons due to the installation of state of the 

art electronic meters similar to those used in downtown Portland.   Parking and Code Enforcement 

Funds are sharing the expense for an additional Code Enforcement position in the 2012-13 budget. 

Community Development --- The Community Development Department is comprised of two funds, 

Community Development and Building Operations.  The Community Development budget totals $1.4m 

with a BFB of $80k. Revenue projects for development review are expected to remain at historically low 

levels due to the national economic downturn.  Revenues from grants, licenses & permits, and charges 

for services are estimated at $708k for Community Development.  In addition, the Department will 

receive a General Fund transfer of $389k, $206k of support received from intergovernmental revenues 

and other funds such as SDCs, and the Pavement Management Utility Fee.  The Building Fund is 

budgeted at $1.2m with anticipated revenues of $915k.  The remainder of the Building Fund budget 

includes a General Fund transfer of $222k. I will be working with the Community Development Director 

throughout the year to closely monitor Building Division activities to ensure there is sufficient work to 

justify ongoing staffing levels. 

 

 

Tax and Rate Increases 

Property tax revenues for the General Fund are expected to increase a total of 3.4%, which includes a 

2.5% increase in assessed value and no increase in estimated year-end property tax receipts.  Beyond 

these increases, there are several planned rate increases that are provided as the financing mechanisms 

aimed at sustainable program objectives approved by the City Commission.  The rate increases included 

in this budget are: 

Water Fund --- A 3.0% increase in water rates is included as part of a multi-year rate program previously 

approved by the City Commission.  For the average single family home that uses 10ccf (7,480 gallons) of 

water per month, this is a $1.10 monthly increase.  The water utility still faces a significant issue in the 

Charter rollback approaching in 2014 and the City Commission and staff will be working further with the 

City Attorney to address this important issue so that the Water Fund remains solvent and the City can 

continue to provide quality water services without interruption. 

Sewer Fund --- A 9.7% rate increase is included in the FY 2012-13 budget, which will increase average 

residential sewer costs by $1.70 per month.  Unfortunately, the City Commission was compelled to 

adopt scheduled increases beyond inflation, in large part, because the City did not impose any increases 

from 1994-2009 to keep pace with inflation and other expenses. 
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Storm Drain --- A 3.0% increase is proposed in the Storm Drain Fund.  This will increase average 

residential storm drain costs by $0.25 per month.  I will be directing staff to advance an updated rate 

study and for a Commission resolution authorizing annual inflationary increases in these rates to avoid 

the scenario that occurred with the Sewer Fund described above. 

Pavement Maintenance Utility Fund --- The residential rate will increase by $2.22 per month for the 

fourth year of a five-year ramp-up of these rates, after which rate increases will be much lower and 

targeted at inflation in order to maintain the fiscal health of the fund. 

 

The combined impact of the foregoing rate increases to the average residential customer is 

approximately $5.27 per month for a total annual increase of $63.24. 

 

Budget Summary 

The budget breakdown for FY 2012-13 is: 

Category      2011-12  2012-13       Change         % Change

Personnel Services               $17,844,502               $18,618,644      $774,142     4.34% 

 

           

Materials & Services    14,512,110  16,008,939     1,496,829    10.31% 

Capital Outlay     28,518,287  22,530,022   (5,988,265)            (21.00)% 

Debt Service       2,223,241    2,281,352          58,111      2.61%  

Transfers       5,328,755    5,571,457        242,702      4.55% 

Other        1,934,821    1,934,821                                   0            0% 

Contingency     17,648,956  14,430,442   (3,218,514)  ( 18.24)% 

Total Budget             $88,010,672               $81,375,677          $(6,634,995)   (7.54)% 
 

Two items contributing to the increase in Material and Services are $415k for Ermatinger House 

Restoration costs, and $278k additional pass through collections for the Tri City Sewer District.  The 

major reduction is in Capital Outlay, resulting from substantial completion of the Jug Handle Project.  

The remaining significant change in the summary above is a decrease of 18.24% in “Contingency” which 

is a result of fund transfers for building reserves for both the Library and Public Works Department and 

additional transfers from the General Fund to support the Ermatinger House Restoration project as well 

as subsidies to other funds that are down in revenues due to the lack of development activity. 

 

Conclusion 

 

The City of Oregon City is an innovative organization focused on value and exceptional customer service.  

Our employees demonstrate a commitment to the community, and to one another, which has allowed 

Oregon City to accomplish a great deal more than anyone could reasonably expect from an organization 

that is understaffed or underfunded in many areas.  The teamwork among our Executive Staff has been 

focused on doing the most with what we have, always keeping in mind the goals of the City Commission.  
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This budget was developed with in-depth analysis, discussion, cooperation, and many days of hard work 

between and among supervisory staff, Executive Team members, and my office.  Every expenditure and 

revenue source has been reviewed, evaluated, and estimated as carefully as possible as part of an 

intense internal budgeting process resulting in a budget that is balanced, meets the Commission’s goals, 

and that provides for vital municipal services for the benefit of every citizen and visitor. 

 

In closing, I want to give special recognition to retiring Finance Director, David Wimmer, for his nineteen 

years of service to the City of Oregon City.  Mr. Wimmer’s experience and institutional knowledge of our 

budget has allowed him to do the job of three positions (Assistant Finance Director, Budget Analyst, and 

Accountant) that nearly every municipality in Oregon employs to obtain similar results.  Throughout his 

career with Oregon City, Mr. Wimmer has maintained an exceptional work ethic, a flair for candor, a 

charming sense of humor, and compassion for those around him.  We thank David and wish him a well-

earned, enjoyable, and productive retirement. 

 

As always, I want to thank the Budget Committee for assuming this important task on behalf of our 

community.  The time you take to receive and review the budget, attend meetings, and stay informed 

about community issues is very much appreciated.  Please feel free, now, or at any time throughout 

your service, to contact me if you have any comments or questions about Oregon City or its annual 

budget. 

 

Sincerely, 

 

 

 

David W. Frasher 

City Manager 

    

 

   

 

 

 
 


