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BUDGET MESSAGE

Fiscal Year 2019/20

More than 30 years into my career as a public servant, | continue to be humbled and awed by this
fundamental truth of representative democracy: more than 110,000 individuals here in Gresham of all
ages, races, backgrounds and political leanings place their trust in local government to achieve together
what we cannot do alone. For as Abraham Lincoln once said, "The legitimate object of government is to
do for a community of people whatever they need to have done but cannot do for themselves.”

Together we make decisions that shape this community into one we are proud to call home.

We've focused on creating a vibrant community for children and families, safe neighborhoods,
opportunity and livability, and sustainable services. The progress we have made so far is remarkable.

Gresham leads the state through inventive achievements like our rental housing inspection program,
our 66-days or less industrial review process, and one of the first energy net zero wastewater treatment
plants in the world. Thanks to strategic partnerships, strong leadership from our Mayor and Council and
a focus on lean and effective operations, we’ve met increasing demands for enhanced services without
any significant new revenue sources in the past seven years.

Today, like many other jurisdictions locally, regionally and nationally, we find ourselves at a crossroads.
Through the years, I've sounded a note of caution about looming long-term funding challenges.
Gresham is significantly constrained—and disproportionately affected—by a property tax system that
limits revenues to an arbitrary and inequitable permanent rate, as well as the artificial assessed value of
our properties. Consider in 1990, property tax revenue funded 100% of our police and fire departments.
Today, not even half of the costs are covered.

We are not alone. In 1977, property tax accounted for 50% of local government revenue nationwide.
This dropped to 39% in 2015. Cities across the country are now focusing on diversified revenue streams
wherein property tax is just one tool in the toolbox.

Thanks to sound fiscal management, efficient and effective services and temporary one-time revenue
sources, for many years we’ve been able to keep our revenues and expenses relatively aligned. It has
not been an ideal way to fund and provide critical public services, but in Oregon, unfortunately, ideal is
too often a dream deferred.

All the while, demand for services continues to grow. Complex challenges around mental health,
homelessness and neighborhood livability, as well as aging streets, parks and infrastructure require
resources. As we redesign our service delivery systems, additional investments are needed up front to
ensure we can meet the changing needs of our community. The cost of providing retirement benefits
continues to increase, and a strong economy and job market have resulted in additional personnel costs.
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BUDGET MESSAGE

Positions that in years past have been 100% grant funded—including several police officer positions—
have clearly demonstrated their value and enhanced our service delivery but are now transitioning to
fully-funded by the City.

We have held the line as long as possible, but the cost of providing services has outpaced our revenue
collection. This budget for Fiscal Year 2019/20 maintains current service offerings and holds staffing
steady, despite greater pressures and demands for services. This proposal serves as a starting point for
a larger effort focusing on sustainable service delivery. Staff will be expediently creating a plan to find
new revenue sources or to undertake budget reductions that will have noticeable impacts on our
community’s safety and livability.

The work immediately ahead of us will not be easy, but Gresham’s history with lean revenue and the
deployment of excellent, efficient services is proof that we can collectively and successfully chart a path

forward. While we undertake this work, this budget continues to build a vibrant community for children

and families through three priority areas identified by our City Council in their 2019 Council Work Plan.

A SAFE COMMUNITY
Law Enforcement in a Changing World

In 2018, Gresham saw zero homicides. It’s just one example of how our 135 police officers do a
tremendous job on the front lines of our community every day, keeping residents safe while answering
more than 73,700 calls a year—calls that on average take more than 30 minutes each to resolve. It's
also compelling evidence that our investments in youth engagement, recreation, gang prevention and
community partnerships are paying a strong dividend.

At the same time that our police staff are juggling a heavy caseload day-to-day to keep our residents
safe, the work of law enforcement is changing at a rapid pace. Officers are increasingly answering calls
that stem from a mental health issue. This year we were able to implement a grant to create a Mental
Health Team that pairs officers with behavioral health clinicians to work with individuals experiencing a
mental health crisis.

It’s important to note that we’ve made these innovations by proactively seeking grant funds, which
allows us to pilot programs and develop short-term solutions that will work for our community.

Adapting to Medical Emergency Calls

Our Fire and Emergency Services department serves 150,000 residents in four cities and responded to
more than 23,700 calls in 2018. Most calls are either life threatening or urgent, and most—88%—are
medical emergencies. Our firefighters are doing exemplary work:

e Avictim of cardiac arrest in Gresham has a better chance of surviving than almost any place in
the country, thanks to efficient and effective training.
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BUDGET MESSAGE

e Our Quick Response Vehicle (QRV) started as a 40-hour a week pilot program a few years ago to
test if this smaller vehicle could better address medical calls where a large fire engine isn’t
needed. It’s been so successful that it has now been expanded into a 24/7 program, addressing
nearly 20% of all calls here in Gresham.

e QOur partnership with the OHSU nursing students connects high-risk community members to
resources. Through that program, OHSU nurses made 280 home visits in 2018 —and as you can
imagine, the program has been life changing for many of our residents with chronic health
conditions.

However, while we are adapting to meet the needs of our community, five out of our seven fire stations
were built in the 1970s, increasingly requiring more maintenance and retrofitting to meet the basic
needs of today’s evolving workforce—while this budget does not address these needs, a long-term
solution will need to be developed.

OPPORTUNITY AND LIVABILITY
Leading with Compassion

Thanks to our partners at Multnomah County, who fund this program, the City connects homeless
individuals with services through our Homeless Services Specialist. This approach has garnered such
success that a second staff person now works with those chronically homeless individuals with complex
mental health needs. In just six months, we’ve been able to house more than 70 formerly homeless
individuals, many of whom had been living on Gresham streets for years.

This approach is not only compassionate but also fiscally sound. According to studies, a chronically
homeless person costs taxpayers an average of $35,578 per year in publicly funded services such as
shelters and emergency services. However, an individual in supportive housing yields a cost reduction
of nearly 50% at $12,800 a year.

Holding the Line on Livability

We’ve also been able to hold the line to protect Gresham’s livability, despite overwhelming regional and
national challenges, and despite the pressures resulting from our proximity to Oregon’s largest city.
Gresham’s approach is different from other cities in the region—and as people drive across the city
limits into Gresham, that difference is noticeable. In the past year, our Clean Start program cleaned 361
homeless camps, removed 6,402 bags of trash, and disposed of 1,048 needles from public spaces. How
do we do this? Our crews are out, five days a week, all over the city, addressing issues as they occur.

Our upfront investment into community livability by monitoring and policing the Springwater Trail,
cleaning up camps and repairing serious environmental damage, yields savings down the road—and as is
evidenced by issues arising in cities throughout the region, it is exponentially easier and less expensive
to address these issues as they occur rather than letting them grow until the problems become
overwhelming.
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Seizing Opportunities for Parks and Recreation

Over the past several years, we’ve collaborated with partners to meet community desires for new
parks—from the stunning mountain vistas atop Hogan Butte Nature Park to the planning of 150-acres of
trails and natural areas at the future Gabbert Butte Nature Park. And thanks to our determined pursuit
of opportunities for children and families, we’ve formed valuable partnerships that allow 9,000 of
Gresham'’s children to attend Summer in the Park recreation programs as well as weekend basketball
and futsal games at no cost. With just 5% of the Police, Parks and Fire fee set aside for our park system,
our partners have been key to our ability to offer parks and recreation opportunities to our residents.

Tackling Housing Needs

This year our Task Force on Housing will develop recommendations to City Council for additional actions
the City might take to support housing needs in our community. This budget continues the programs
already in place that support Gresham residents. Gresham’s mandatory rental housing program was the
first in the state and now serves as a model for other cities. Offering a high level of protection for
renters reporting violations, the program is in its 12th year and ensures rental properties are safe and
habitable through mandatory inspections. Through our community revitalization program, the City
invests more than $1.2 million in federal grants and loans annually in local non-profit organizations to
provide affordable housing, tenant advocacy support and other services for low and moderate-income
residents and neighborhoods.

Reinventing Our Approach to Code Complaints

Neighborhood nuisances like an overgrown lawn or persistent odor aren’t just frustrating—research
indicates they can decrease the value of adjacent homes by five to 10 percent. Last year we
implemented a new approach to nuisance code issues by realigning existing resources and creating a
Community Livability department to house our Office of Neighborhoods and Livability Team.

By streamlining our processes, focusing on practical solutions to resolve issues and capitalizing on
Gresham’s amazing volunteer network to lend a helping hand to neighbors in need, we’ve not only
delivered exceptional service to our residents, but we’ve also held staffing steady, despite seeing a
record number of 4,700 cases in 2018.

To address this increased caseload, we’ve taken the inventive approach of providing opportunity to a
young Gresham resident through our new Public Service Apprentice program. This talented college
student works part time in our Livability office and helps address My Gresham cases. The cost to the
City is minimal, we’re providing this apprentice with invaluable real-world experience for her resume,
and she’s offered fresh insights into our processes.

Blazing Trails to Attract New Investments

Over the past few years, we’ve laid the groundwork to position Gresham as a highly desirable place for
development. Thanks to support and leadership from our Mayor and Council, Gresham can offer
industrial developers a guarantee that they’ll speed through our review process in 66 days or less—a
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trailblazing program that set a new standard within the state. Our Garage to Storefront program
encourages businesses already here to grow and thrive with incentives for expansion.

This work is now paying off, and our staff are meeting with nationally and regionally known developers
who are interested in continuing to grow Oregon’s fourth largest city. While this growth brings many
positive things—jobs and investment—it also requires the City to offer competitive incentives and
provide additional services as our population grows.

SUSTAINABLE SERVICES
Hitting the Streets

Our Hitting the Streets five-year project is rebuilding all local failed streets in Gresham, an investment
that will pay dividends far into the future. Our creative staff took a holistic view of our rate structure to
find a way to fund a stable program with minimal impact on ratepayers. In addition, our pilot program
of hiring our own concrete crew to construct ADA ramps has resulted in cost savings over hiring a
contractor. This program is in addition to the essential annual preventative maintenance to avoid
streets from falling into disrepair. Research demonstrates a well-maintained and paved street can have
a positive impact on property values.

Adapting to New Technology

The rapid pace of technology has transformed the way we work and provide services in what seems like
the blink of an eye. New tools allow us to provide efficient and effective services—from allowing our
inspectors in the field to log reports on a phone to offering residents the convenience of online payment
and permit services. While we are eliminating outdated business practices and streamlining processes
with the advent of this new technology, investments to keep pace with these innovations are essential.
For instance, while this budget keeps services essentially static, one of the few additions made was to
increase our focus on security. We are doing all that we can to keep our data—as well as sensitive
resident information—protected from increasingly sophisticated cyber criminals. This budget also
continues the multiyear implementation of our enterprise resource system, a core project that will
support our essential business systems like permits planning, human resources, accounts payable and
more.

Commitment to Green

This year is the fourth year that our award-winning Wastewater Treatment Plant will produce more
energy that it consumes, making it one of the few to have achieved energy net zero. In this budget,
we’ll realize significant cost savings that continue over the next several years due to City staff’s diligent
and thorough negotiations for a new plant operations contract. This is in addition to the more than
$500,000 a year we are already saving in electricity costs.

In the past few years we have focused on sustainable and stable funding sources for our infrastructure
and assets—installing LED streetlights that now save us $500,000 a year in operation costs, constructing
the Wastewater Treatment Plant, and rebuilding our streets. Now we’ll turn our attention to our
general fund, where an investment in a police officer or firefighter may not result in quantifiable
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outcomes like kilowatts saved or pavement condition index preserved—but rather is demonstrated in
lives saved and livable neighborhoods.

What's at stake? This chart illustrates the Real market value of
responsibility the City faces—and the Gresham assets

S14.7

Going forward, we will continue to b|”|0n
safeguard this community to the best of

efficiency at which we operate to protect
these assets for this community.

Value of City/public
owned assets

City’s budget to

“lle operate and protect
S 1 b | | | 10N these collective

investments

S173 million

our ability as effectively and efficiently as
possible. While the road ahead may be
challenging, I’'m confident we will continue
to build a vibrant community for

Gresham'’s children and families.

Respectfully submitted,

CO—

Erik Kvarsten
Gresham City Manager
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BUDGET HIGHLIGHTS & COMPARISON

Operating Budget — Adjusted Comparison — FY 2019/20 vs FY 2018/19

The City’s budget includes 20 different operating funds. These funds are primarily used to separately track
and account for revenues and expenditures that are dedicated to a specific service, function or program.
The highlights described below are based on the total of all operating funds combined in order to provide a
summary level view, however, it is important to remember that most revenues cannot be used for other
purposes or comingled with other programs.

The net change in the City’s combined operating budget for fiscal year 2019/20 — after adjusting for all of
the duplications that result from the overlap of fund accounting requirements and state budget law —is an
increase of 7.1%, or approximately $9.96 million citywide.

The drivers described below continue to influence the City’s operating budget, and factor into many of the
changes shown in fiscal year 2019/20:

Local Street Reconstruction Program

This program, which started in calendar year 2017, focuses on rebuilding streets that have deteriorated to a
condition where they are no longer eligible for pavement preservation treatments. Appropriations related
to the program are included in several categories within the budget. While most expenses are reflected in
various capital budgets, the debt section also reflects actions needed to allow benefits of the program to be
realized before the funding phase-in is complete. The operating budget for fiscal year 2019/20 continues to
reflect the use of a city concrete crew to complete required curb ramp work and also includes additional
seasonal and other staffing to facilitate contracted pavement restoration work.

Public Safety Staffing & Grant Funded Projects

Gresham Police and Fire continue to provide exceptional service in an ever-changing environment. In
recent years, the City has been successful in securing grants and other outside funding to increase staffing
and to begin implementation of projects such as body worn cameras and a mental health team.
Continuation of these programs is reflected in the fiscal year 2019/20 budget, although in many cases, the
available grant funding has decreased, consistent with the terms of the grants. Responding to changing
service demands, maintaining minimum shift levels and preparing for transitions and retirements is
challenging, especially in light of the long lead time for recruitment and training in both of these fields.

Development Activity

Recent and expected economic activity in the area, combined with school bond funded projects in the
Gresham-Barlow and Reynolds School Districts, continues to require a high use of staff resources in several
program areas. The Building Fund is particularly influenced by the level of activity in the east county area.
Demand for public works construction inspection services have also increased based on development
activity and other infrastructure projects. Expenses related to installation of new water meters continue to
increase in order to meet the demand for service. Many of these functions are largely supported by
development fees and charges.
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BUDGET HIGHLIGHTS & COMPARISON

Internal Business Process Improvements and Technology Implementation

Evaluating and updating business processes is a fundamental aspect of the City’s service delivery. Key
efforts reflected in the fiscal year 2019/20 budget include the continued implementation of the City’s
Strategic Technology Plan, which requires staff support from all City departments. Project management
support is critical to successful completion of these efforts. Diverse projects, including asset management,
phone system replacement, and cybersecurity strategies require coordination throughout the City.
Significant work in the current and upcoming year will be dedicated to the Enterprise Resource Planning
(ERP) system replacement project. While most of the expenditures related to this project are reflected in
the capital budget for the Enterprise Systems Replacement Fund, existing staff from multiple program areas
are, and will continue to be, extensively engaged in this project.

The drivers described above impact all expenditure categories to some extent, with the personnel services
and employee benefits categories being most effected. Key changes by expenditure category are described
below:

Personnel Services

e The fiscal year 2019/20 budget includes a total of 9 additional full-time equivalent positions. A specific
listing can be found in the Additional Information section in the back of this document. Many of these
positions support development activity and increased infrastructure maintenance needs.

e Changes across all salary related line items, including the added positions, represent an increase of $3.2
million, or 5.5% citywide.

Employee Benefits

e Benefit related expenses are expected to increase by approximately $2.2 million. Many expenses
related to benefits are based on payroll costs and employee demographics, so many budgeted changes
are the result of the staffing levels identified above as well as changes in demographics and rates.

e The budget reflects a decrease of approximately $450,000 for the health insurance line-item. Costs
are based primarily on actuarial analysis that accounts for usage trends and market costs as well as
reserve requirements. A transition of employees toward a lower-cost core plan has reduced overall
costs. In addition, the initial level of required reserve accumulation has been achieved, so there is
no longer a need to collect additional reserves. Changes in recent years to establish self-funded
health and dental plans continue to show lower costs than what would likely have been
experienced without the change to the current self-funded structure.

e The budget reflects the Public Employee Retirement System (PERS) rates that are in place for fiscal
years 2019/20 and 2020/21. The employee demographic continues to transition to the OPSRP
program, which utilizes a lower rate than the Tier I/Il program. The cost of PERS for fiscal year
2019/20 is approximately $2.3 million higher than for fiscal year 2018/19. Approximately half of
this increase occurs directly in the General Fund.
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Professional and Technical Services

e This category of the fiscal year 2019/20 budget shows an increase of approximately $1,790,000 on a
citywide basis. These increases are from several sources and are described below.

The Designated Purpose Fund shows an increased appropriation of Community Service Fees from
the Enterprise Zone program of $1,217,000 in Economic Development. This reflects the balance
anticipated to be on hand during fiscal year 2019/20. Actual usage of the Community Service Fees,
if any, is dependent upon Council direction.

The budgeted amount for public safety dispatch services from Portland’s Bureau of Emergency
Communications is shown to increase by $126,000 based on anticipated charges. This expense is
shared by Police and Fire.

Community Development Block Grants and HOME expenditures included in this category are
$529,000 higher in fiscal year 2019/20 and Urban Renewal grants are $60,000 lower. Both
amounts are based on anticipated usage and funding levels.

The Wastewater Fund shows an increase of approximately $205,000 in Outsourced Services for
operation of the Wastewater Treatment Plant, including additional maintenance on the
cogeneration facilities.

Budgets for contracted services fluctuate depending on the status of grants and other special
funding received. For fiscal year 2019/20, several areas show reduced appropriations in the
Designated Purpose Fund, including Fire, Urban Design and Planning, and Environmental Services.

Property Services

e The Property Services category shows a change for fiscal year 2019/20 of $256,000.

Utility services overall show an increase of $69,900. Increases in Parks, Water, and Facilities and
Fleet are partially offset by a reduction in Urban Renewal.

Water meter installs are budgeted to increase by $75,000 due to increased development activity.

Communication System R&M shows an increase of $50,000 in the Administrative Services Fund for
Information & Technology to support the project to replace the phone system. This is partially
offset by a reduction in Police.

Equipment R&M shows an increase of $46,500 in Police due to a change in line item used for the
replacement of automated license plate readers as well as the need to purchase warranty and
maintenance services for specialized equipment. This is partially offset by reductions in Parks and
Facilities and Fleet.

Other changes in property services include an increase of $75,000 in Transportation R&M to
support the Local Street Reconstruction Program and of $46,500 in Telephone/Cellphones primarily
for Information & Technology and Police. The fiscal year 2018/19 budget also included one-time
expenditures for Building R&M. Some expenses related to Park R&M have been reallocated to
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other line-items, mostly to Outsourced Services. Reductions in Equipment Rent/Lease and Building
Rent/Lease also are shown and better reflect current cost estimates.

Other Services

e This category is expected to decrease by approximately $221,000 for fiscal year 2019/20.

e Insurance/Fees and Premiums for Workers’ Compensation and Liability Management are budgeted
to increase by $62,000. All changes are based on anticipated fees and premiums expected in fiscal
year 2019/20.

e Training and associated costs are budgeted to increase approximately $93,000 on a citywide basis.

e The Solid Waste and Recycling rate stabilization program shows a reduced appropriation of
$186,100 in fiscal year 2019/20, based on the current program balance and the status of the
recyclables market.

e The fiscal year 2018/19 budget included several one-time Contributions expenses, most notably in
the Stormwater Fund which shows a decrease of $197,000 for fiscal year 2019/20. Citywide
Services in the Administrative Services Fund also shows a decrease of $37,600 because the
expenditure now shows as an Interfund Transfer. Additional changes to the Contributions line item
include Urban Renewal support for Rock the Block, Parks support for the Friends of Nadaka, and
Community Livability’s appropriation for the Metro Community Grant program.

e Other changes in this category include modest increases related to dues and memberships,
community outreach and advertising, and reductions in printing.

Supplies
e The netincrease in this category is approximately $1,273,000 for fiscal year 2019/20.

e AsPhase 1 of the ERP Replacement project moves to post-implementation, the Software as a
Service Fees for Phase 1 shift to the Information & Technology budget, resulting in an increase of
approximately $260,000 in fiscal year 2019/20. As other technology services continue to move to a
subscription model and as security measures continue to be a priority, an additional $160,000 is
included to cover maintenance costs and other software subscription and license costs. A Learning
Management System is also included for $18,000. The fiscal year 2019/20 budget includes an
additional $400,000 in the Equipment Replacement Fund to allow for replacement of computers as
needed. Wastewater shows an increase of approximately $14,000 for Asset management and
monitoring software.

o  While the Water Fund continues to benefit significantly from utilizing the groundwater system to
manage peak water demands, it is anticipated that the cost of the water purchase from the City of
Portland will increase by $290,000.

e With fuel costs expected to rise in the future, the fuel appropriation for fiscal year 2019/20 has
been increased by $24,500. Supplies related to vehicle maintenance are also shown to increase by
$17,200 based on actual activity levels.
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e The line item for Minor Equipment and Tools shows an increase of $61,000 in the General Fund
primarily to allow for replacement of aging fingerprinting and other field equipment, and a
reduction of $87,000 in the Designated Purpose Fund. Additional increases of $18,000 related to
Facilities and Fleet are also included in the budget. A minor reduction for Utility Billing is also
shown in the Administrative Services Fund.

e Other changes in this category include increases to Animal Supplies in the Designated Purpose Fund
for Police and increases in First Aid/Safety Supplies for Police and Fire. In addition, changes to line
items including office supplies, postage, signs and operating/technical supplies are also included
with minimal net change resulting.

Other Operating/ISCs

e Workers’ compensation and liability claims are budgeted based on actuarial analysis which indicates an
increase of $135,300 for workers’ compensation and an increase of $16,200 for liability.

e The utility license fees paid by the City’s water, wastewater and stormwater utilities are projected to
increase by approximately $647,000 in fiscal year 2019/20.

Capital Outlay (Non-CIP)

e The budget for capital outlay varies greatly from year to year depending on vehicle and equipment
replacements planned, as well as the availability of grant funding that may be used for new vehicle or
equipment purchases.

e This category shows an increase overall of approximately $700,000 relative to fiscal year 2018/19,
primarily due to scheduled vehicle and equipment replacements in the Equipment Replacement Fund.
The Wastewater Fund also includes appropriations for the purchase of specialized equipment.

Operating Budget — Non-Adjusted Comparison — FY 2019/20 vs. FY 2018/19

Because of the interactions between fund accounting requirements and state budget laws, certain
expenditures are reflected twice in the City’s operating budget. On one hand this duplication of budgeted
expenditures adds transparency from an auditing and internal control standpoint — money cannot move
between funds without being budgeted, tracked and clearly tied to its intended purpose. On the other
hand, it serves to make the City’s budget appear larger than it really is, and may be, misleading when
looking from an outside perspective.

Two key areas are double counted in the City’s Operating Budget.

e Internal service charges are used to allocate the costs of shared support functions such as human
resources, accounting, fleet maintenance, payroll, and information technology services. These costs are
reflected twice — once in the fund providing the service such as the Facilities and Fleet Fund, and again
when costs are allocated to the fund receiving the service such as the Water or Building Fund. More
information on internal service charge allocations can be found in the City’s Internal Service Charge
Manual.
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Shared costs that are collected through payroll rather than through internal service charges also may be
reflected twice. This includes costs for health and dental insurance for the City’s self-insured plans as
well as the costs for workers’ compensation. These costs are included when each operating fund pays
their share to the insurance funds, and again when the insurance funds pay claims and associated
expenses to the outside providers. The budgets for the funds are based on an actuarial analysis of
anticipated claims, demographics and reserve requirements. Similarly, the costs of pension bonds are
also reflected twice as each operating fund pays their proportionate share to the debt service fund,
which then makes the debt service payment.

Non-Operating Budget Comparison — FY 2019/20 vs. FY 2018/19

The non-operating portion of the budget can show wide variations from year to year, depending on the

timing of one-time actions such as capital improvement projects, availability of grant funding, issuance
and/or repayment of debt, and interactions between the City and the Gresham Redevelopment
Commission. Key items of note for fiscal year 2019/20 are described below:

Capital Improvement Projects

The Transportation Construction Fund includes an increased appropriation consistent with the schedule
for several projects including Street Surfacing Improvements, NE Cleveland — Stark to Burnside, Hogan —
Powell to Burnside, and Palmquist/Highway 26.

The Footpaths and Bike Routes Subfund shows a related appropriation increase for work needed to
comply with the Americans with Disabilities Act in conjunction with the Local Street Reconstruction
Program and an increase for grant funded work under the Pedestrian Enhancements project.

The Stormwater Construction Fund shows an increased appropriation, partly due to increased pipe
repair and replacement work in coordination with the Local Street Reconstruction Program.
Appropriation is also included to allow the Fairview Creek Wetland Mitigation project to move forward
should outside funding be obtained.

The Water Construction Fund shows an increased appropriation for fiscal year 2019/20. Key projects
include expanding the City’s groundwater well system, improving seismic resiliency of reservoirs, and
completing waterline repair and replacement in coordination with the street work.

The Wastewater Construction Fund shows an increased appropriation for infrastructure refurbishment
and process improvements at the Wastewater Treatment Plant and for continued pipe maintenance
and replacement for the collection system.

The Parks Capital Fund reflects an appropriation for additional improvements at the Gradin Sports Park,
contingent upon possible grant approval or other outside funding. A project to complete pre-design
work on one or more existing undeveloped park properties within the city is also included.

The General Development Fund allows for system development charge credits to be issued for
developer funded qualifying infrastructure improvements in Pleasant Valley and Springwater. Fiscal
year 2019/20 also includes appropriation related to the first Pleasant Valley Neighborhood Park.
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e The Urban Renewal Capital budget is approximately $19.5 million in fiscal year 2019/20. The primary
appropriation is for the Catalyst Site project.

e The Enterprise Systems Replacement Fund includes $3.18 million to address the second and third
phases of the ERP replacement project. This multi-year project will replace the financial, human
resources/payroll, land/parcel and permitting systems used throughout the City.

e More information on capital project budgets can be found in the Capital Funds section of this
document, or in the City’s 5-Year Capital Improvement Program document.

Interfund Transfers

e This category varies widely from year to year depending on the amount of capital construction, system
development charge expenditure, debt issuance or repayment, and other actions that require sending
money from one fund to another. Many changes in Interfund Transfers for fiscal year 2019/20 are
driven by changes in various capital programs described in the Capital section above. Additional
changes in Interfund Transfers are associated with debt actions referenced in the Debt Service
paragraph below. For more information regarding interfund transfers, see the Additional Information
section of this document.

e The new Chart of Accounts will decrease certain transfers while temporarily increasing others. With the
elimination of the grants fund, there will be an on-going reduction in transfers since grant related
revenue will be received directly into the fund where the work is being performed. Other fund
structure changes will require one-time transfers in order to move any fund balances currently
associated with funds that are being closed.

Contingency

e A separate contingency is appropriated in individual funds based on that fund’s operating budget. For
infrastructure related funds this is typically set at 15% of the operating budget. For other funds the
contingency is typically set at or near 5% of the operating budget. The General Fund typically includes a

contingency set at 1.5% of the operating budget. This is not reflected in the fiscal year 2019/20 budget
due to funding levels.

Debt Service

e The debt service category continues to allow for a potential conversion of the current line of credit to a
longer-term debt instrument during the upcoming fiscal year. The City’s routine debt service payments

are also included. More information may be found in the Additional Information section of this
document.

Unappropriated

e Funds shown as unappropriated represent an ending fund balance, or future reserve, and cannot be
accessed or utilized during the fiscal year. The amount includes funds identified for future uses such as
equipment or infrastructure replacement.
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RESOURCES AND REQUIREMENTS ALL FUNDS

Resources

Taxes

Licenses and Permits
Intergovernmental Revenue
Charges for Services
Utility License Fees
Interest Income
Miscellaneous Income
Contributions and Donatio
Interfund Transfers
Internal Service Charges
Other Resources
Beginning Balance

Total Resources

Requirements
Office Governance & Mgmt
City Attorney's Office
Finance and Mgmt Svcs
Information & Technology
City-wide Services
Police
Fire and Emergency Svcs
Urban Renewal
Urban Design & Planning
Community Development
Economic Development Srve
Community Livability
Parks
Environmental Services
Total Operations

Capital Improvement Proje
Interfund Transfers
Contingency
Debt Service
Unappropriated

Total Non-operating

Total Requirements

2016/17 2017/18 2018/19 2019/20 2019/20 2019/20
Actual Actual Revised City Budget City

Budget Manager Committee  Council

Proposed  Approved  Adopted
34,334,328 36,316,588 36,702,100 37,663,200 37,663,200 37,663,200
2,767,970 3,355,692 4,510,300 4,026,100 4,026,100 4,026,100
31,219,497 31,743,676 60,833,351 65,797,245 65,797,245 65,797,245
51,341,956 55,554,760 53,255,000 56,286,600 56,286,600 56,286,600
20,309,912 11,889,588 12,724,400 13,318,500 13,318,500 13,318,500
2,561,875 3,405,538 2,469,398 2,933,484 2933484 2,933,484
4,127,038 3,960,388 3,323,579 3,647,995 3,647,995 3,647,995
5,000 0 0 0 0 0
34,158,256 38,589,579 101,124,559 91,965,978 91,965,978 91,965,978
36,217,301 39,749,058 45,342,178 406,239,682 46,239,682 46,239,682
2,049,753 6,909,321 106,663,055 102,989,427 102,989,427 102,989,427
174.652.953 191.724.990 197.874.160 202.138.373 202.138.373 202.138.373
393,745,839 423,199,178 624,822,080 627,006,584 627,006,584 627,006,584
2,098,071 2,251,189 2,384,046 2,544,538 2,544,538 2,544,538
3,276,111 4,015,863 5,368,760 5,835,763 5,835,763 5,835,763
11,039,140 11,462,525 15,849,387 17,827,881 17,827,881 17,827,881
3,832,521 4,386,703 5,255,128 6,106,058 6,106,058 6,106,058
11,303,563 10,075,208 15,653,381 17,183,978 17,183,978 17,183,978
31,970,052 34,349,743 40,328,270 41,684,130 41,684,130 41,684,130
21,005,706 24,410,993 26,961,634 27,533,262 27,533,262 27,533,262
1,234,921 1,258,026 1,787,827 1,820,034 1,820,034 1,820,034
3,096,561 3,752,808 5,336,076 4,984,483 4,984,483 4,984,483
5,796,832 6,619,542 8,605,235 9,381,437 9,381,437 9,381,437
1,250,341 753,474 3,179,041 4,446,977 4,446,977 4,446,977
0 0 1,994,915 2,306,371 2,306,371 2,306,371
2,560,131 2,768,004 3,483,053 3,463,351 3,463,351 3,463,351
38257808 _ 40.931.721 _ 47.124.224 _ 49.996.101 _ 49.996.101 _ 49.996.101
136,721,758 147,036,399 183,310,977 195,114,364 195,114,364 195,114,364
18,113,803 17,658,329 136,853,800 155,665,700 155,665,700 155,665,700
34,158,256 38,589,579 101,124,559 91,965,978 91,965,978 91,965,978
0 0 12,943,200 12,247,417 12,247,417 12,247,417
13,027,032 9,776,401 59,129,436 44,783,900 44,783,900 44,783,900
191.724.990 _210.138.470 _131.460.108 _127.229.225 _127.229.225 _127.229.225
257,024,081 276,162,779 441,511,103 431,892,220 431,892,220 431,892,220
393,745,839 _ 423,199,178 _ 624,822,080 _627,006,584 627,006,584 _627,006,584

The "All Funds" display shows a combined view of all budget revenues and expenses. It should be noted however,
that most proceeds are dedicated to a specific service, function or project and cannot be used for other purposes.
In addition, because of fund accounting requirements, certain revenues and expenses such as interfund transfers
are duplicated or triplicated in this summary. The magnitude of that double counting combined with other one-
time events limits the usefulness of year-to-year comparisons. Please refer to pages 7-13 of this document for

further explanation of this report.

GENERAL NOTE: Reports in this section are displayed for explanatory purposes only. Please refer to the document
section labelled Legal Budget Reports (New Structure) for the reports displayed as required by Oregon Budget Law.
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GENERAL FUND & POLICE, FIRE AND PARKS FUND

General Fund

Collectively, on-going General Fund revenues typically increase around 3% per year, with some areas
performing above trend, and other areas lagging, depending on specific economic conditions,
intergovernmental agreements and state shared revenues. Several larger one-time payments have been
received in recent years that have temporarily bolstered revenue collections and provided for an increased
fund balance. No additional payments of this type are currently anticipated.

General Fund expenses reflect increases in staffing cost as well as the phasing out of grant funding. In
addition, new rates to fund retirement obligations, which are set every two years, go into effect for fiscal
year 2019/20. Other expenses related to public safety dispatch, technology, vehicles and specialized
equipment necessary to respond and provide public safety services continue to increase faster than the
associated revenue. In addition, as the City’s population grows, the service demand increases as well.

This disparity between revenue growth and the increasing cost of service delivery has been offset by
existing fund balance and other one-time revenues. The cost of service delivery has outpaced ongoing
revenues and maintaining current services is requiring a drawdown of existing fund balance.

The Adopted Budget shows that the cost of providing the current service level for public safety, parks and
other General Fund functions does not allow for financial policies regarding ending fund balance, cash
reserves and contingency to be met, and does not reflect a sustainable level of service into the future.

Continued work to determine the desired approach to balancing on-going revenues and service level
expectations is needed.
Police, Fire and Parks Subfund

This fund has been collecting revenue since February 2013 for the Police, Fire and Parks fee that was
implemented December 2012. While revenues increase slightly as new housing and other units are added
within the City, fee revenue is forecasted to grow at a rate well below one percent in the upcoming year.

The specific services budgeted within the Police, Fire and Parks Fund have remained consistent since the
inception of the fund. Because the expenses rise as the cost of personnel increases, a larger amount of
General Fund revenue is needed to fully fund these services.

BUSINESS FUNDS

Rental Inspection

Revenues for rental inspections are projected to remain roughly the same as has been seen for the past few
years. Gresham is expected to continue to experience an evolving rental market. New multi-family housing
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is expected to continue to be built. The trend of single-family rental housing dropping off the rolls appears
to be ongoing. Collection of civil penalty and abatement related revenues continue to be strong.

Actual results for fiscal year 2017/18 showed ongoing resources slightly exceeding expense. Projections for
fiscal year 2018/19 are expected to be the same. The fiscal year 2019/20 budget reflects a service level
expense that exceeds annual resources. If operational costs are ramped up to this level an increase in
resources or a reduction of service delivery is expected to be necessary within the next two years, since this
will not be sustainable for the long term. A change to the inspection fees is not anticipated in this adopted
budget.

Urban Design and Planning

Service revenues for Urban Design and Planning are projected to remain strong. Development related
activity continues to occur, and several large projects are on the horizon.

The budget for fiscal year 2019/20 allows for staffing levels based on the anticipated planning workload,
however, services at this level may not be sustainable into the future. Changes in economic conditions
and/or the type and timing of development activity can have a significant impact on this fund. In addition,
the Urban Design and Planning Fund receives a large percentage of its operating resources from the General
Fund.

In fiscal year 2016/17 the Transportation Planning function was moved to this fund from the Transportation
Fund, funded by a combination of grants, General Fund support, and Urban Design and Planning revenues.

Building

The Building program is designed to be self-supporting with development related fees and charges.
Revenues are projected to continue to be strong for fiscal year 2019/20. Workload demands in the
development arena are anticipated to remain high in part due to the activity related to the Reynolds and
Gresham-Barlow School District bond approvals as well as intergovernmental agreements with Fairview,
Troutdale, and Wood Village to provide building services. Increased staffing levels were authorized in fiscal
year 2017/18 and are also adopted for fiscal year 2019/20 to meet this anticipated workload.

The forecast assumes an increased level of development activity is underway. The budget includes funding
to address any specialized or peak work load demands that may occur. Services at this level are sustainable
over a three to five-year horizon but will require monitoring to ensure expense levels remain within
resources on an ongoing sustainable level. Changes in economic conditions and/or the type and timing of
development activity can have a significant impact on this fund.

Urban Renewal

Urban Renewal resources are derived from the incremental increase in property taxes within the Urban
Renewal area. Significant increases to these resources are, primarily, the result of industrial and
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commercial property redevelopment which brings assessed value escalation. Specific sources of growth
include new construction, reinvestments in plant and equipment, and market increases.

The development market in Gresham’s urban renewal area has shown a mixed growth pattern in recent
years. Following the great recession economic growth reflected by assessed value advances in the area has
been sluggish compared to original expectations.

Assessed value of the area is only expected to grow approximately 1.5 — 2.25% in fiscal year 2019/20. This
lowering curve of growth in assessed value reflects the current regional trend. This restrained growth
pattern may persist into the future, perhaps becoming a normal pattern of growth for the area.

Sharing the region’s economic growth, the urban renewal area has collected significant new resources over
the last six years. The capital program reflects these additional resources. The adopted capital program
demonstrates the full utilization of these resources.

Resource levels for operations and the grant program reflected in the fiscal year 2019/20 budget are not
currently expected to remain sustainable through the life of the Urban Renewal Area. Prioritization of
projects and programs will need to be monitored in the future, especially as less time remains for the urban
renewal area’s revenues to be positively impacted by the programs and projects.

INFRASTRUCTURE FUNDS

Transportation

Transportation services are budgeted in two funds - one for operating activity and one for capital
improvement projects that combines street and footpath projects. Transportation debt repayment is
addressed in the General Government Debt Fund. Funding decisions are guided by long-term financial
plans, and the annually adopted Five-Year Capital Improvement Program.

The primary resources of the Transportation Program consist of vehicle related gas taxes and registration
fees and charges. These revenues come either directly from the State of Oregon or through Multnomah
County as pass-through funding.

Left unchanged, transportation related tax and fee resources tend to increase sluggishly or stagnate over
time as increases in population and economic growth are counterbalanced by a general reduction in
multiple vehicle ownership, changing driving habits and gains in fuel efficiency. State wide changes in
economic conditions generally have a noticeable effect on Transportation resources.

In the spring of 2017, the state legislature raised state gas taxes and vehicle title and registration fees to
increase transportation funding throughout the state. Their previous action of this kind was in 2009. The
increased funding will be phased in, incrementally, between 2018 and 2024, and will help support future
operational and capital expenses.
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Another increase in state funding to cities and counties is not expected to happen until sometime after
2024 when the recent legislative action has been fully phased in. Operational services at the level
anticipated in the budget are expected to be sustainable for this time horizon. Projected inflationary and
increasing population pressures are likely to cause predicted operating expenses to outpace expected
resources sometime in the first half of next decade. When that occurs, reserves set aside for this purpose
are expected to be drawn down to maintain service levels, awaiting another legislative action to increase
state, city and county resources. Consequently, an increase in new services or projects above what is
currently adopted has the possibility of causing operational financial issues in the near future without
additional resources to support them.

The Local Street Reconstruction Program is well underway. The Local Street Reconstruction Program has
thus far been funded by a mix of cash and short-term debt. This practice allows the full reconstruction
program to hit the ground running rather than waiting until the new resources become available.

Funding for the Local Street Reconstruction Program is being phased in over several years, beginning in
fiscal year 2017/18. Utility license fees on water, wastewater and stormwater are being increased one
percent a year over a three-year period. These license fees are dedicated to fund the street maintenance
and reconstruction program.

Also beginning in fiscal year 2017/18 and phasing over a five-year period, the cost of vegetation
management and street sweeping will be transferred to the Stormwater Utility. In addition, Stormwater
impervious service fees charged to the Transportation Program are being eliminated. These resources have
also been dedicated to fund the residential street maintenance and reconstruction program.

It is projected that the short-term debt mentioned above will be rolled into long-term financing and repaid
with the approved transportation resources in the future. This long-term debt issue is budgeted in fiscal
year 2019/20.

Increased System Development Charge (SDC) revenues reflect the positive change in development activity
since the recovery from the great recession. Transportation SDC revenues have increased in the all three of
Transportation’s SDC districts (Current City, Pleasant Valley, Springwater). Although resources are up for
the Current City SDC District, numerous capital project demands are putting pressure on available SDC
resources.

In addition to funding a portion of the reconstruction capital projects, the continued use of financing for
growth related capital improvements within the current city limits is anticipated. The alternative is to defer
capacity expansion types of construction until resources, primarily SDCs, have been collected. Use of short-
term financing through the City’s line of credit brings greater predictability to project timing. The line is also
expected to ease cash flow volatility and allow more capacity increasing projects to be built in advance of
development. Due in part to a slowing economy there is a potential that system development charge
resources will be insufficient to fully repay capacity related debt. It is possible that a mix of operating and
SDC resources will be required to repay the debt to be taken out for the growth-related projects adopted

in the five-year CIP plan. This possibility has been factored into the financial plan.
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The majority of Transportation’s identified capacity-increasing public improvement construction projects
are chiefly located in the Pleasant Valley and Springwater areas of the City. Details of these projects can be
found in the General Development section of the Five-Year Capital Improvement Program. Projects outside
the current city limits enable development within the plan areas. Most of these public improvements are
expected to be developer-built, for which the developers are reimbursed with SDC credits. Due to payment
by SDC credits cash receipt of Pleasant Valley and Springwater SDC revenues are relatively low and
therefore unavailable to support additional projects or growth-related debt. The ability to provide
additional support for growth related activities in these areas will continue to be quite limited.

Streetlight

The replacement of streetlight fixtures, which was completed in early summer 2016 has provided long-term
sustainability to the financial condition of the Streetlight program. Previously, the program was under
pressure due to rising costs. The project stabilized the program’s financial status through significant savings
in electricity costs. The positive results of this project continue to show every year in the fund’s financial
status.

Revenues are expected to be sufficient to fund operating expenses in fiscal year 2019/20 and into the
future.

Infrastructure Development

The Infrastructure Development program supplies engineering, survey, and inspection services of public
infrastructure related to private and City construction projects. It is partially self-supporting with
development related fees and charges. The remaining costs of these services are supported by
Transportation and Utilities.

Development related activity and the related service revenues for this fund are expected to continue in
fiscal year 2019/20, barring any unforeseen economic event. The regional economy is slowing, and it
should be expected this trend will show up as declining resources sometime in the future.

As development activity levels have increased over the last several years, workloads necessitated the need
for increased staffing levels. Development activity generates resources to support these services; therefore,
staffing levels reflect current demand for service. The present level of development activity will be closely
monitored to ensure inspection services and staffing is appropriate for the level of construction activity in
Gresham.

A cost of service adjustment to development fees is not anticipated in the budget. Increasing development
fees to more closely reflect the cost of these services would reduce the need for subsidies from the
Transportation and Utility funds.
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Water

Drinking water services are budgeted in three funds; an operating, a construction, and a debt fund. Funding
decisions are guided by long-term rate and financial plans and the annually adopted Five-Year Capital
Improvement Program.

The primary resource of the Water related funds are utility rates paid by water customers. Current
customer service levels for the water utility are sustainable into the future. During fiscal year 2019/20 cost
of services are expected to increase in line with the utility rate structure adopted and in place. In fiscal year
2019/20 the water fund will be in the third year of an adopted five-year rate package. The package consists
of a series of moderate annual rate increases.

Resources are expected to continue the pattern developed since the recovery from the great recession.
Structural factors such as the trend of declining water use on a per-capita basis, deliberate consumer
conservation, and a moderate economic climate are expected to limit revenue growth. The escalation of
operating revenue should be expected to be close to the percentage of the rate increase adopted for the
year.

Interest, and development related resources such as system development charge revenues, now reflect a
healthy economy and are expected to continue to bring in greater resources than what has been
experienced during the years of, and the aftermath of the Great Recession. These resources are expected
to moderate and reflect the slowing of the regional economy. Interest earnings fund an important portion
of asset replacement capital. System development charges are used to pay for capacity increasing capital
improvements or debt for this type of improvements.

As mentioned, the adopted operating expenditures for fiscal year 2019/20 demonstrate an increase from
fiscal year 2018/19. This increase reflects a combination of normal population and inflationary pressures, as
well as the aforementioned increase, in the utility license fee, in support of the local street reconstruction
program.

Details concerning Water capital plans can be found in the Five-Year Capital Improvement Program. The
Water capital program consists of a standard mix of maintenance and capacity increasing projects. The
program is likewise traditionally funded by a mix of cash, primarily from repair and replacement reserves,
and bonded debt. The use of short-term debt will continue to fund a number of growth and operating
capital projects into the next decade. This line of credit will be periodically rolled into standard utility long-
term bonds. A bond sale is proposed during fiscal year 2019/20.

A significant recently enacted project for the Water Fund is the Local Street Reconstruction Coordination
project. This project allows for the repair and replacement of water infrastructure as needed prior to street
resurfacing. Additional projects related to the groundwater system and the seismic resiliency of water
infrastructure are also included.

A limited number of growth-related system capacity increasing projects are planned. These projects
support the continued development of our own water sources and, also are intended to open the door so
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private development can occur. Capacity increasing public improvement construction occurs chiefly in the
Pleasant Valley and Springwater areas of the City.

Details of Water projects in the Pleasant Valley and Springwater areas can be found in the General
Development section of the Five-Year Capital Improvement Program. Most of these public improvements
are expected to be developer-built, for which the developers are reimbursed with system development
charge credits. The ability to provide additional support for growth related activities will continue to be
quite limited. Cash receipt of Pleasant Valley and Springwater system development charge revenues are
relatively low and therefore are unable to support additional growth-related projects or debt.

Stormwater

Stormwater services are budgeted in three funds — an operating, a construction, and a debt fund. Funding
decisions are guided by long-term rate and financial plans and the annually adopted Five-Year Capital
Improvement Program.

The primary resource of the Stormwater related funds are utility rates paid by customers. Current customer
service levels for the utility are sustainable. During fiscal year 2019/20 cost of services are expected to be in
line with the utility rate structure adopted and in place. In fiscal year 2019/20 Stormwater services will be in
the third year of an adopted five-year rate package. The package consists of a series of moderate annual
rate increases.

Resources are expected to continue the pattern of limited escalation since the recovery from the great
recession. Increases in operating resources in any given year come effectively from adopted rate increases,
not system growth. Revenues are expected to be stable and within normal parameters for fiscal year
2019/20.

Operational service levels for the Stormwater utility are sustainable into the near future. Services are
expected to be sustainable though the long-term planning horizon, assuming a continued pattern of routine
rate packages continues to be enacted in the future.

The adopted operating expenditures show a moderate increase from fiscal year 2018/19. This increase
reflects a combination of normal population and inflationary pressures, as well as the aforementioned
increase in license fees, in support of the street maintenance and reconstruction program.

Between 2018 and 2022 the cost of right of way catch basins, vegetation management, and street sweeping
previously paid from Transportation resources will be transferred to the Stormwater Utility. During the
same time period the impervious service charges that the transportation program pays to the Stormwater
Utility will be incrementally eliminated. These adjustments will be evident in changing interfund transfers.
These changes were incorporated into Stormwater’s financial plan and are reflected in the adopted five-
year rate package.

Increasing interest and system development charge revenues are continuing to show the effects of
Gresham'’s healthy economic activity. These resources are expected to moderate and reflect the slowing of
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the regional economy. Demand for new Stormwater infrastructure is expected to be correspondently less.
Interest earnings fund an important portion of the replacement of capital assets.

Details concerning Stormwater capital plans can be found in the Five-Year Capital Improvement Program.
The capital program consists of a mix of maintenance, repair and replacement, and minor capacity
increasing projects. The program is likewise funded by a mix of cash, primarily from rates and repair and
replacement reserves.

A number of routine maintenance and replacement capital improvements are adopted in fiscal year
2019/20. A substantial increase to the Rehab and Repair of Pipe System Project reflects the coordination
with Transportation’s Local Street Reconstruction project and allows for the repair and replacement of
Stormwater infrastructure prior to street resurfacing.

The growth-related system capacity increasing projects are primarily related to private development.
Capacity increasing public improvement construction occurs chiefly in the Pleasant Valley and Springwater
areas of the City. Details of these projects can be found in the General Development section of the Five-
Year Capital Improvement Program. Most of these public improvements are expected to be developer-
built, for which the developers are reimbursed with system development charge credits. The ability to
provide additional support for growth related activities will continue to be quite limited. Cash receipt of
Pleasant Valley and Springwater system development charge revenues are relatively low and therefore
unable to support additional growth-related debt.

Wastewater

Wastewater services are budgeted in three funds — an operating, a construction, and a debt fund. Funding
decisions are guided by long-term rate and financial plans, and the annually adopted Five-Year Capital
Improvement Program.

The primary resource of the Wastewater related funds are utility rates paid by customers. Current
customer service levels for the utility are sustainable. During fiscal year 2019/20 cost of services are
expected to be in line with the utility rate structure adopted and in place. In fiscal year 2019/20
Wastewater services will be in the third year of an adopted five-year rate package. The package consists of
a series of moderate annual rate increases.

Ongoing resources are expected to continue the pattern of limited escalation since the recovery from the
great recession. Increases in ongoing operating resources in any given year come effectively from adopted
rate increases, not system growth. Wastewater revenues are more apt to vary than Gresham’s other
utilities, since wastewater has a closer tie to changes in the economy that impact commercial and industrial
customers. Resources are expected to be within normal parameters for fiscal year 2019/20.

Operational service levels for the Wastewater utility are sustainable into the near future. Services are
expected to be sustainable though the long-term planning horizon, assuming a continued pattern of routine
rate packages continues to be enacted in the future.
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The adopted operating expenditures show an anticipated increase from fiscal year 2018/19. This increase
reflects a combination of normal population and inflationary pressures, as well as the aforementioned
increase in license fees, in support of the street maintenance and reconstruction program.

Details concerning Wastewater capital plans can be found in the Five-Year Capital Improvement Program.
Capital expenses related to maintenance and replacement of aging infrastructure are again the primary
construction projects for fiscal year 2019/20. The cost of maintaining aging plant, equipment, and the
collection system is beginning to stress ongoing resources. At the present capital funding is marginally
adequate. However, it is likely that additional resources will be necessary as we begin to move through the
upcoming decade. The program is predominately funded by cash, primarily from operating revenues and
repair and replacement reserves.

Growth related system capacity increasing projects are a minor part of the Wastewater regular capital plan.
These projects are intended to open the door so private development can occur. Capacity increasing public
improvement construction occurs chiefly in the Pleasant Valley and Springwater areas of the City. Details of
these projects can be found in the General Development section of the Five-Year Capital Improvement
Program. Most of these public improvements are expected to be developer-built, for which the developers
are reimbursed with system development charge credits. The ability to provide additional support for
growth related activities will continue to be quite limited. Cash receipt of Pleasant Valley and Springwater
system development charge revenues are relatively low and therefore unable to support additional growth-
related debt.

SUPPORT FUNDS

The budget for Support Funds for fiscal year 2019/20 reflects the continuing trend of focused strategies for
business process improvements including the strategic implementation of technology resources to contain
costs and enhance service delivery. Further details regarding internal service funds can be found in the
Internal Services Charge Manual.

SPECIAL REVENUE AND NON-OPERATING FUNDS

System Development Charges

System Development Charge fees for five types of city infrastructure (Transportation, Parks, Water,
Stormwater, Wastewater) are charged to new development. The fees, which are based on an adopted
methodology, are based on the city’s infrastructure requirements for growth, and includes who and how
much to charge for the use of the infrastructure. Certain fees are established citywide, while others are
specific to one of Gresham’s three SDC districts (Current City, Pleasant Valley, and Springwater). The fee
amounts and the list on projects that the fees pay for are updated regularly to match infrastructure funding
requirements in the future.

There is budgetary authority included in the System Development Charge Fund to allow for potential SDC
credits associated with developer-built infrastructure in Pleasant Valley and Springwater. It is expected that
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FUND STATUS OVERVIEW

in the near term the majority of system development revenues coming from these greenfield developments
will be in the form of the redemption of credits for infrastructure donations, rather than cash payments.

SDC revenues are quite variable on a year to year basis. In any given year, collections reflect the pace and
type of development occurring in various parts of the city.

Grants

For the long-term, it is assumed that grants will become more limited based on expected funding
constraints at the State and Federal levels. In particular, Transportation grants are likely to decline over
previous levels with the ongoing Federal and State funding issues.

While the fiscal year 2018/19 allocation of HOME resources was larger than has been received in recent
years, CDBG and HOME program resources will still require close monitoring as these resources depend on
Federal budget actions.

It should be noted that the Grants Fund is being discontinued in the new Chart of Accounts. Beginningin
fiscal year 2019/20, grant revenues will be recognized directly in the funds carrying out the grant projects
and programs, rather than coming into the Grants Fund and then transferring to other funds for usage.

Debt

The adopted capital plan reflects the continued use of short-term debt through a line of credit. This short-
term financing is primarily used for Transportation and Water capital projects in fiscal year 2019/20. This
short-term debt is expected to be rolled into long term installment debt in fiscal year 2019/20.
Appropriations in fiscal year 2019/20 allow for the payoff of the line of credit. The appropriation for the
conversion to a long-term issuance is also included in the adopted budget, which is expected to occur later
in the fiscal year.

CAPITAL FUNDS

The fiscal year 2019/20 budget for capital funds reflects the continuation of projects that were started, but
not completed, in fiscal year 2018/19, as well as several new projects.

Many Capital Improvement projects in fiscal year 2019/20 and into the future are focused on repair,
replacement, and maintenance of existing facilities and compliance with regulatory requirements to help
ensure reliable and efficient services can be provided now and into the future.

The fiscal year 2019/20 capital budgets for the three utility program areas continues to reflect increased
appropriations related to the Local Street Reconstruction Program. The appropriations provide for the
coordination of this Transportation initiative to repair and replace underground pipes and infrastructure
before street reconstruction.
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FUND STATUS OVERVIEW

Most growth and capacity expansion related projects for the next few years are concentrated in the
Transportation Program area, and the General Development Fund which accounts for Pleasant Valley and
Springwater infrastructure.

Sizable appropriations are budgeted for the General Development Fund for fiscal year 2019/20. This action
allows system development charge credits to be issued as private developers construct qualifying public
infrastructure needed to serve the current City, Pleasant Valley and Springwater districts. City-initiated
capital projects in the Pleasant Valley and Springwater areas are generally minor and focused as City
resources are not available to fund projects with either cash or debt.

The moderate pace of the economy over the past few years, and its recent slowing has, for the most part,
pushed off the need for intensive infrastructure expansion. As a result, growth-related projects are only a
modest part of the city’s capital plan. City funding available for capacity increasing infrastructure projects,
which is always limited, has been largely allocated in the adopted capital plan. There is little funding
available for additional capital projects.

The usage of short-term debt, through a line of credit, is assumed within the budget in select capital funds.
This allows needed operating projects to begin, and particular growth and capacity related projects to not
be delayed by the uncertain cash flows from volatile development related revenues.
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BUDGET PRINCIPLES & STRATEGIES

Protect and preserve essential services that impact daily lives and property values

e Provide the best possible service delivery.
e Preserve community investment for future generations.
e Protect and sustain community livability.

e (Capitalize community capacity — engage and involve citizens and collaborate with regional
partners.

Enhance fiscal sustainability through multi-year financial planning and decision-making

e Evaluate the impact of current revenue and expenditure actions within a long-term context.

e Continue to pursue and implement cost containment measures and business process
improvements.

e Invest in and leverage opportunities to reduce future capital needs and ongoing operating costs.

e Pursue revenues necessary to maintain essential services while longer-term options are
considered through the Finance Models and Opportunities Council Work Plan project.

Support aggressive pursuit of investment and employment for community prosperity and fiscal health

e Economic Development — business retention and outreach.
e State and Federal legislative efforts.
e Small Business Assistance and Incentive Programs.

e Support of Rockwood-West Gresham Urban Renewal Area plan.

Position the organization for the future

e Continue to adapt the organization to expand leadership opportunities and leverage resources.

e Support advocacy for fiscal reform and access to resources, including state legislative tax
reform.

e Pursuit of federal, state, county and metro grant funds and low interest loans.

Support adopted Council Work Plan and governance process

e 2019 Council Work Plan — The most recent Work Plan adopted in February 2019.
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COUNCIL WORK PLAN

The Gresham City Council adopts an annual Work Plan to guide and showcase the City’s portfolio of
public improvement efforts. This work results in significant changes in how the City delivers services to
support a safe community, opportunity and livability, and sustainable services. In addition to providing
clear direction to City staff, the Work Plan provides transparency and accountability to the City’s
constituency.

The 2019 Work Plan continues some projects from the 2018 Work Plan and incorporates input from our
dedicated Council Citizen Advisory Committees. The complete 2019 Council Work Plan and related
information can be found on the Mayor and Council page of the City’s website.
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BUDGET DEVELOPMENT PROCESS

Budget Process
Key steps related to the budget development process are described below.
Process Design — July/August

e Review and evaluate prior year’s process.

e Establish outline of process for the upcoming year.

Fund Evaluation and Financial Forecasting — September/October/November

e Review year-end close information.
e Evaluate financial status of each fund.

e Develop preliminary revenue forecasts for all funds.

Develop Budget Proposals —-December/January/February

e Departments complete their estimates of next year’s operating costs.

e Department proposals are adjusted based on finalized revenue forecasts and other
funding constraints.

e (Capital projects are developed.

Balance Funds and Finalize Proposed Budget — March/April

o Five-Year Capital Improvement Program (CIP) is reviewed by Planning Commission.
e Proposed budget is prepared.

e First year of CIP is incorporated into annual budget.

Proposed Budget — April/May

e Budget Committee reviews and deliberates Proposed Budget in public meetings.
e Budget Committee reviews the first year of the CIP.

e Budget Committee makes revisions and approves budget, property tax rate, and the
use of State Shared