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MEMORANDUM

To: Budget Committee

From: Bryan Cosgrove, City Manager
Date: November 15, 2013

Subject: Five Year Financial Forecast

On behalf of the entire management team, I am pleased to present the updated 5-Year Financial
Forecast for the City of Wilsonville. This report was produced by the City’s Finance Director, Joanne
Ossanna. The data and assumptions within the report are derived from a number of sources including
valuable input from every department of the City.

The Budget Committee serves an important financial oversight role for the community. We
appreciate your service, and look forward to discussing the 5-Year Forecast with you on November
21, 2013.

Below is a brief description of the document included in your packet:

Five year Financial Forecast 2014-15 through 2018-19

The forecast provides a broad overview of revenue and expenditure trends for the city’s main
operating funds. Financial forecasting is considered a best practice for policymakers to aide in
making informed strategic financial decisions during the budgeting process. It is an essential
planning tool for evaluating the financial impacts of adding and/or expanding programs, adjusting for
known future financial liabilities, and for communicating the state of the city’s financial health to the
general public and beyond.

As you review the forecast, please keep the following in mind. Financial forecasting is not a
substitute for the annual budget but, rather, it informs the budget process. The forecast is based on
assumptions tied to budget history, revenue and expenditure trends, and existing levels of service.
Any number of factors, both positive and negative, can change the assumptions included in the
model. The model is updated annually to review those assumptions, and take into account new
revenue and expenditure trends. Please let us know if you have any questions or comments prior to
the meeting so that we can share your question(s) and our response(s) with the entire committee.
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Five-Year Financial Forecast

2014 through 2019

Executive Summary

The goal of the Five-Year Financial Forecast is to assess the City’s ability over the next five years to continue to
effectively provide current service levels based on projected growth, meet goals set by Council, preserve the City’s
long-term fiscal health and to ensure financial reserve levels specified in the financial policies are maintained. The
forecast serves as a tool to identify financial trends, potential shortfalls, and arising issues so the City can
proactively address them.

It is important to stress that this forecast is not a budget. The forecast provides an overview of the City’s fiscal
health based on various assumptions over the next five years and provide the City Council, Budget Committee,
management and the citizens of Wilsonville with a “heads up” on the financial outlook beyond the annual budget
cycle. The five-year forecast is intended to serve as a planning tool to bring a long-term perspective to the budget
process. Responsible financial stewardship is imperative to provide for the current and future needs of the
community. Forecasting is one of the most powerful tools the City has available to help make informed financial
decisions that will ensure the City’s future vitality and economic stability.

The Government Finance Officers Association (GFOA) recognized the importance of combining the forecasting of
revenues and expenditures into a single financial forecast. The GFOA also recommends that a government should
have a financial planning process that assesses long-term financial implications of current and proposed policies,
programs, and assumptions in order to develop appropriate strategies to achieve its goals.

Forecast Methodology

Economic forecasting is not an exact science. Rather, it is dependent upon the best professional judgment of the
forecaster. To enhance the accuracy of projections, the City identifies factors that contribute to changes in
revenues and expenditures, such as development, inflation, personnel costs, expected levels of service, interest
rates and known future events that will affect operations. A goal of forecasting is to neither overstate revenues
nor understate expenditures.

Despite the best efforts to forecast, the future reality always tends to set its own course. Some big items are
beyond the scope of the financial model and control by Council and staff. Examples of events that could
significantly affect the financial future are Congresses ability to deal with the Fiscal Cliff, military action in the
Middle East, terrorist attacks on the homeland and even more local events such as a major earthquake. Any of
these could negatively affect the assumptions and the model results.

The base year which drives the future calculations is 2013-14, the current fiscal year. The budget is revised for
known changes as well as estimated cost savings and other adjustments. The goal of starting with a revised
forecast is to not compound variances that might exist today. It is important to note that the budget has not been
revised for the current year, and this is only the estimate of the results.

Forecasting of capital improvements funded from operating resources is based on available resources. When
possible, operations are funded first and remaining resources are allocated to fund capital improvements. This can
mean that improvements are delayed until enough funds accumulate. Improvements which are too expensive to
be paid from net resources are assumed to be funded via bonded debt. Grants and developer contributions for
capital improvements are included when there is a reasonable assurance of receipt.

City of Wilsonville 2



Five-Year Financial Forecast

2014 through 2019

Background

The local economy in Wilsonville, like our neighboring communities and similar to many of those across the nation,
continues to improve with each passing month, however, the rate of improvement remains slow compared with
historical periods of economic recovery. The local, regional, and statewide economies are largely subject to the
same economic forces challenging the nation at large. The U.S. economy, though improving, continues to struggle
with job creation, housing market instability, and larger detrimental global economic forces. In June 2013, the
unemployment rate for the area, as part of the larger Portland-Vancouver-Hillsboro, OR-WA Metropolitan
Statistical area, was 7.6 percent, in-line with 7.6 percent nationally. While the unemployment rate is likely to
decrease, the Oregon State Office of Economic Analysis is predicting only slow but steady growth throughout 2014.

The City is home to approximately 20,500 residents, and continues to experience growth in population. Over the
past ten years Wilsonville’s population growth rate has generally been greater than the State of Oregon’s growth
rate. The City’s population has increased nearly 30 percent in that time frame.

The City’s 2013-14 budget is $129,493,876, including ending fund balances of $49,916,134 and inter-fund transfers
of $18,913,765. The City has an operating budget of $32,900,291 and a capital improvements budget of
$21,930,186. As reflected in the relatively large capital project’s budget, the City is growing and is dedicated to
investing in its infrastructure. The operating budget is allocated across six City program areas: Public Works,
Transportation, Policy and Administration, Community Development, Public Safety, and Community Services. It
places a priority on existing programs to insure that the City is able to maintain high quality, timely, and efficient
products, processes, and services.

Overview

The combination of controlling costs and a slight increase in property taxes from new developments has created a
favorable outlook for the General Fund. The net operations from recurring revenues and expenditures are
expected to be positive over the next five years, assuming there are not increases in service levels for programs or
operations. However, net operations do not include expenditures from capital projects such as major
maintenance for playground structures, parking lot improvements, roof repairs or HVAC replacements. A number
of these capital expenditures are planned for and reserves are set aside in the fund balance. Nevertheless, it’s
important to note that even though the reserves are set aside and reported as a component in the fund balance,
the total fund balance is reduced when the capital project expenditure occurs.

Parks maintenance is one area where demands are increasing due to the addition of new parks. Maintaining the
new regional parks in Villebois could potentially increase the costs. In addition, maintenance of other community-
wide facilities is expected to increase in the coming years. Investments in park maintenance equipment are
included in this forecast, which will create efficiencies in servicing and maintaining the parks and postpone the
need for additional staffing.

Law enforcement is another area where staffing levels may need to increase in the future. The number of officers
has remained constant at 18 since 2004-05. As the city grows in both population and number of businesses the
need for another officer will likely arise. Population is not the sole determinate; consideration is also based on call
volume (demand for service). In today’s costs, one patrol officer costs about $160,000 and includes supervision,
training, vehicle, equipment, etc.

Although the General Fund is stable, this forecast does not provide for all large one-time capital items such as
building and park maintenance, and it does not aggressively increase reserves to fully cover those items.
Fortunately, the fund enjoys a healthy unrestricted balance which is available for such uses, but a better long range
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2014 through 2019

strategy is to provide for future needs by producing revenues slightly higher than costs and creating and annually
funding a capital renewal and replacement fund. This would be similar to how the City maintains a reserve for
vehicles as part of the Fleet Replacement Fund.

In the prior year forecast, several alternatives for the General Fund were presented in a separate report. In
summary, the report proposes that closing the Year 2000 Plan district (aka East Side) would release about
$800,000 per year, by the fifth year, in taxes to the General Fund. In addition, two other new revenue sources
were outlined: adjustment to current right of way rates and a new parks maintenance fee.

City of Wilsonville 4



Five-Year Financial Forecast

2014 through 2019

Major Assumptions

Operating Revenues

The City received about $37 million in operating revenues last fiscal year. Over 75 percent of that total is
accounted for in eight revenue types with key assumptions provided below.

Revenue

Property Taxes

Payroll ta

Xes

Right of way charges
Water fees

Sewer fees
Stormwater fees

Gas taxes

CD permits

Total major revenues

Actual FY 2013

$

5,149,000
3,991,000
2,921,000
6,820,000
6,225,000

S 2

9,233,000

E
18%
14%
10%
23%
21%
1,165,000 4%
1,011,000 3%
1,951,000 7%

The remaining $7.5 million in operating revenues includes interest income, court fines, library and park fees,
grants, county and state shared revenues.

Property Taxes — General Fund

Taxes are based on assessed value which is determined by the County Assessor. Generally, assessed values grow
by 3 percent per year as allowed by the State Constitution plus new construction. There is no correlation between
real market value and assessed value. The City’s tax rate remains stable at $2.5206 per $1000 of assessed value.
Real market value is not anticipated to decline below assessed value. New construction is anticipated in many
areas of the community over the five year period including many developments outside of an urban renewal area.
New housing is estimated at 153 single family homes, 252 apartment units and a few commercial/industrial
developments. The following table summarizes the property tax assumptions.

City of Wilsonville

FYE 2015 FYE 2016 FYE 2017 FYE 2018 FYE 2019
New housing units 21 38 34 30 30
New apartment units 120 12 120
Estimated AV growth all new
construction $42 million $23 million $21 million $23 million $32 million
Estimated AV growth with 3%
Measure 50 allowance $63 million $66 million $69 million $71 million S$74 million

(Major Assumptions continued on next page)
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Payroll Taxes — Transit Fund

The City imposes a payroll tax on local businesses in order to fund the public transit system. The rate is one-half of
one percent (0.5 percent) of wages. The wage growth rate is estimated to increase between 3.0 percent and 5.5
percent. Historically wages have grown an average of 5.0 percent per year over the past 10-years. Wages from new
jobs also contribute to the payroll tax estimate. The following table summarizes the payroll tax assumptions.

FYE 2014 FYE 2015 FYE 2016 FYE 2017 FYE 2018
New jobs created 70 80 90 100 100
Wage base increase 4.0% 4.5% 4.5% 5.0% 5.0%

Right of Way Charges — General Fund

These fees are assessments on utility companies’ gross receipts for using the City’s right-of-way. Rates vary by type
of utility with telecommunications at 7.0 percent; electric, natural gas and cable television at 5.0 percent; water,
sewer and stormwater at 4.0 percent; and garbage at 3 percent. Usually, this resource grows between 3.0 percent
and 11.0 percent per year with the forecast assuming a 3 percent growth.

Utility User Charges — multiple funds

Rates for utilities are based on demand and cost estimates. The historic water consumption pattern has been
declining. Increases tend to be associated with new customers. Sewer usage parallels water consumption.
Stormwater is calculated on impervious surface area and therefore more stable. The table below presents
forecasted assumptions. Previously approved council rates for sewer and stormwater are shown.

FYE 2015 FYE 2016 FYE 2017 FYE 2018 FYE 2019
Consumption change 0% 1% 1% 1% 1%
Water rates 2.25% 2.25% 2.25% 2.25% 2.25%
Sewer rates 5% 1% 1% 1% 1%
Stormwater rates 3% 1% 3% 3% 3%

Gas Taxes — Road Operating Fund

Passed in 2009, HB 2001 increased state gas taxes from 24 cents to 30 cents in January 2011. Distributions to the
City are largely influenced by population. Offsetting any increase is an expectation that historic declines in the tax
will continue. This forecast assumes a 2 percent average annual increase.

Road Maintenance Charges — Road Maintenance Fund
This resource is dependent on the number of residential and business customers. Forecast assumes a 2 percent
annual increase.

Building, Planning and Engineering Permits — Building and CD Funds
Permit revenues are based on identification of specific developments with assumptions based on which fiscal year
the development is likely to begin. The estimates for permits are summarized in the following table.

FYE 2015 FYE 2016 FYE 2017 FYE 2018 FYE 2019
Building related $905,000 $925,000 $945,000 $960,000 $985,000
Engineering related $155,000 $160,000 $165,000 $165,000 $170,000
Planning related $485,000 $500,000 $510,000 $520,000 $530,000

City of Wilsonville 6
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Other Resources

Transfers In — Operating Funds

This category relates to the services one fund, e.g. the General Fund, charges another fund for services provided.
Transfers into the General and Community Development Funds for overheard are estimated on 2 percent and 12
percent, respectively, on City funded capital projects. For large projects, such as the wastewater treatment plant,
an estimate of the staff time is made in lieu of a percentage of the project cost.

Operating Expenditures

Personnel Services

Personnel services compose 45 percent of total operating expenditures. Key components of this category are
wages, retirement and health insurance. The model assumes continuation of current wage and benefit practices
and reflects the union contracts. In the past three years, total personnel services have increased about 5 percent
per year. The table presents the assumptions used in the forecast. Represented employees cost of living reflects
current contract. PERS reflects the recently announced rate increase.

FYE 2015 FYE 2016 \ FYE 2017 FYE 2018 FYE 2019
Represented cost of living 2.5% 2.0% 2.0% 2.5% 2.5%
Represented merit, if eligible 4% 4% 4% 4% 4%
Represented, % at top of range 30% 40% 60% 60% 60%
Non-represented cost of living 2.5% 2.0% 2.0% 2.5% 2.5%
Non-represented merit 0-4% 0-4% 0-4% 0-4% 0-4%
PERS, as a percent of wages 17.6% 17.6% 20.2% 20.2% 20.2%
Insurance, % premium increase 10% 10% 10% 10% 10%

Materials and Services

The table below presents the annual inflation assumptions. Certain costs which are not affected by inflation are
excluded from these estimates: CH2M Hill sewer contract assumes the contracted amount with 3.5 percent
annual increases and the Clackamas County Sheriff Office contract assumes 5 percent per year increases.

FYE 2015 FYE 2016 FYE 2017 FYE 2018 FYE 2019
Annual inflation 3.0% 3.0% 3.0% 3.0% 3.0%

Debt Service
No new debt is anticipated in the forecast period.

Transfers Out

This is the counter-part to Transfers In category. Transfers out from operating funds are primarily for
administrative services provided by departments within the General Fund. Transfers out from capital project funds
are a combination of engineering services and project administration provided by departments within the
Community Development Fund and General Fund.
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Fund Presentations

General Fund
Community Development Fund
Building Fund
Transit Fund
Water Operating Fund
Sewer Operating Fund
Stormwater Fund
Street Lighting Fund
Road Operating Fund

City of Wilsonville



Five-Year Financial Forecast

2014 through 2019

General Fund

Key Variances from Status Quo
= None

Key Assumptions
= No change in staffing levels
= No change is program or operation service levels
= Noincrease in the number of Patrol Officers

Economics, Revenues and Expenditures

Resources continue to improve, however, the rate of improvement remains slow compared with historical periods
of economic recovery. Interest earnings have been the hardest hit during the recession, dropping from $500,000
per year to $100,000. Investment returns are expected to begin to rise by 2015 and provide some relief to the
Fund. The forecast assumes rates will rise slowly and by the fifth year return to at least $450,000. Property taxes
are beginning to rise after three years of less than average increases. The growth in 2012-13 was $77,000 and
2013-14 is expected to be $230,000 compared to the average of $170,000 for the year’s preceding the economic
downturn.

Property taxes are the primary resource for this fund and compose 44.0 percent of annual resources. Increase in
collections is expected to be slightly greater than 4.0 percent per year comprised of the 3 percent allowed under
Measure 50 plus new construction. New construction includes Active Adult at the Grove, Brenchley South,
Renaissance Boat Club, renovations of commercial buildings and other housing developments.

Right of way fees are the second most significant resource and compose 22.0 percent of annual resources. These
are charges on utilities that use the City’s right-of-way. The charges are based on the gross revenues of a given
utility’s sales in Wilsonville. As development increases and businesses expand, this revenue is expected to increase
as well. The forecast assumes a modest 3.0 percent annual growth in this resource.

Intergovernmental revenues are the third largest category and compose 12.0 percent of the total. Major
components of this category are state shared revenues (cigarette taxes, liquor taxes, and other revenues) and the
City’s share of the Clackamas County Library District Levy. Revenue growth in this category ranges from 0.0 percent
to 3.0 percent with the City’s share based on formulas in which population is a key factor.

Inflationary impacts are expected to increase service delivery costs by about 4.5 percent per year. Most of that
increase is associated with personal services - merit increases, cost of living adjustments and the cost of related
benefits (PERS and health insurance). General inflation is assumed to be 3.0 percent per year.

There is a potential increase in costs for parks maintenance, both within Villebois and citywide, that is currently
being analyzed. City parks within Villebois include Sofia, Palermo and the Greenway. Citywide maintenance
identified in this forecast is general on-going maintenance costs and replacement of some playground equipment.
Reserves set aside for parks are currently only sufficient to cover about half of the renewal or replacement of
playground equipment.

In addition, the City has maintained the current staffing level of 18 police officer positions since 2005-06, except
for a brief period when the Detective position was removed. It is reasonable to expect that this level will need to
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increase at some point. The full cost of an additional officer is approximately $130,000 per year including wages,
benefits, vehicle, equipment, supervision and administration provided by Clackamas County. The model does not
include a change in the current level of service.

The graph below shows a history of recurring resources and expenditures, which are forecasted to increase at a
consistent rate during this period. Over the next five years resources are forecasted to be slightly higher than
expenditures for a positive net income.

Millions .
General Fund - Resources and Expenditures
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The forecast includes some $1.3 million for capital improvements over the next five years. These projects include
HVAC replacements at the Library and Community Center, Boones Ferry Park play structure replacement and
several other park improvements. However, since these costs would not be paid from recurring resources they are
not included in the above graph.

Ending Fund Balance

The General Fund is in a healthy financial position with $14.8 million in cash carryover. About $10.5 million has
been designated as reserved or restricted for future use such as capital improvements, software and electronics
replacement and operating reserves. The remaining $4.3 million is unrestricted. In conjunction with an update to
the financial management policies staff will propose a structure for restricted versus unrestricted balances.

The unrestricted balance is available for capital projects, addition of programs or services, building reserves for
capital renewal or replacement or funding operating shortfalls. Actual restricted balances include the 15 percent

operating contingency, $2 million economic sustainability reserve, and a reserve for capital renewal and
replacement projects.

(General Fund continued on next page)
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The following graph focuses on just the ending balance and separates restricted portion from unrestricted.

Millions
S20
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General Fund Forecast Summary

The following tables are summary values for the General Fund forecast. This scenario assumes a status quo for
service levels and best estimate of future revenue and expenditure changes.

General Fund 2014 through 2018 - Best Estimate

FYE2013 | FYE2014
Actual Forecast FYE2015 FYE2016 FYE2017 FYE2018 FYE2019
Resources:
Property Taxes 5,149,113 5,379,317 5,660,266 5,905,097 6,150,121 6,409,167 6,691,688
Licenses, franchise 3,290,851 3,256,868 3,353,271 3,452,539 3,554,759 3,660,018 3,768,407
Intergovernmental 685,324 699,994 721,001 734,961 746,624 758,365 777,373
County library 918,620 930,966 958,895 987,662 1,017,292 1,047,810 1,079,245
Fees 458,629 470,104 481,877 493,956 506,351 519,069 532,119
Interest 81,839 74,242 112,099 224,167 300,849 378,512 457,154
Other 535,963 550,712 553,087 560,739 568,492 574,628 582,056
Total revenues 11,120,339 | 11,362,203 | 11,840,495 12,359,121 12,844,488 13,347,569 13,888,042
Service transfers in 2,192,041 2,193,837 2,298,812 2,385,629 2,479,293 2,563,205 2,651,836
Total Resources 13,312,380 | 13,556,040 14,139,308 14,744,751 15,323,782 15,910,774 16,539,877
Expenditures:
Policy & admin 3,934,648 4,182,468 4,347,534 4,582,403 4,753,382 4,991,823 5,186,219
Law enforcement 3,821,964 4,000,456 4,190,774 4,399,859 4,616,164 4,843,772 5,084,166
Public Works 2,049,256 2,192,097 2,278,376 2,388,629 2,481,659 2,579,824 2,695,190
Community Services 803,004 843,176 885,639 933,474 970,897 1,011,056 1,060,929
Library 1,479,522 1,534,638 1,607,224 1,695,378 1,765,706 1,840,815 1,931,312
Operating transfers out 200,000 206,000 212,180 218,545 225,102 231,855 238,810
Total operating exps 12,288,394 | 12,958,835 13,521,726 14,218,289 14,812,910 15,499,144 16,196,626
Net operating 1,023,986 597,205 617,582 526,462 510,871 411,630 343,251
Capital projects (237,173) (925,100) (365,000) (211,500) (265,000) (225,000) (225,000)
Transfers in (out) - - - - - - -
Annual surplus (shortfall) 786,813 (327,895) 252,582 314,962 245,871 186,630 118,251
City of Wilsonville 11
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Potential Impacts and Issues

Potential future costs for park maintenance, police staffing levels or other changes in service levels could increase
costs in this fund. To be prepared for such need, the 2012 forecast presentation included a separate document
titled “General Fund Resource Alternatives”, and the alternatives are presented below.

Funding Alternatives

Closure of Year 2000 Plan District: The district, commonly referred to as the Eastside, could be closed a few years
from now. That would have the effect of redirecting city taxes from the urban renewal district to the General Fund.
Although several years away at the soonest, the full closure of this district would increase the property tax
revenues in the General Fund by as much as $800,000 more than is currently being received.

Parks Maintenance Fee: Medford and West Linn charge a parks fee. More detail about the fee is provided in the
separate report prepared in 2012. If there is interest in considering a fee in Wilsonville staff can conduct a study.

Right of Way Rate Increase: Right of way rates are charged to utility companies that use the City’s rights-of-way.
Certain of the City’s rates are less than nearby communities. For example, Beaverton, Portland, Canby and
Sherwood charge a 5 percent rate for garbage service while Wilsonville charges 3 percent. Water and sewer
franchise rate in Beaverton, Portland, Tualatin, Canby and Sherwood is 5 percent while Wilsonville is 4 percent.
Increasing the rate to the same level would generate about $200,000 more per year.

Local Option Levy: This option is presented for reference purposes. Although a viable tool in the toolbox, it has
proven to be difficult to adopt in Oregon. Its greatest limitation is that it expires after five years; however, it can be
reauthorized by another public vote. The last time a similar levy was passed in Wilsonville was in 1996 and 1997.
The combined rate of $1.62 was dedicated to law enforcement, street and parks maintenance, and gang
prevention (DARE). A ten cent rate today would generate about $270,000 per year and on a home assessed at
$270,000 (approximate $300,000 market value) the cost would be $27 per year. This assumes no reduction from
tax compression.

City of Wilsonville 12
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Community Development Fund

Variances from Status Quo Assumptions

=  None

Key Assumptions
= The recent increase in new development is expected to continue over the forecast period
= General Fund contributes $200,000 per year towards long—range planning

Economics, Revenues and Expenditures
After several years of slower growth in new single family housing units, the outlook for the next five years is more
robust. Villebois developers are actively building new residences and plans call for over 300 units in the coming
five years. Other areas of the community are expected to see new development as well. Estimates for new growth
are based on plans submitted by developers or through early discussions with developers on future activity.

Regional economic conditions will determine whether the construction moves forward at the pace anticipated.

New construction provides fees for Planning and Engineering. The average permit revenue is forecasted at
$750,000 per year. In addition to permits, the Community Development Fund charges overhead to capital project
funds based on the staff hours worked on each project.

Millions CD Fund - Resources and Expenditures
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Five-Year Financial Forecast

2014 through 2019

Ending Fund Balance

The Community Development Fund balance is a combination of an initial infusion from the General Fund when it
was separated from the General Fund and from annual net operations. The forecast shows this fund balance
declining over time. This negative trend is being analyzed to determine if adjustments are needed to balance the
fund, or if this trend is a result of conservative estimating. Historically this fund has managed to be stable through
seeking new revenues and reducing costs even through the great recession.

Millions CD Fund - Ending Balance
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Potential Impacts

Less growth: Although current trends indicate a period of growth, an environment of less development would
have an adverse impact on this fund. If new development were half the anticipated level, the average annual
reduction in permit revenues would approximate $325,000, or about 10 percent of the total resources.
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Non-billable Services: A particular challenge to balancing revenues and expenses in this fund are the multitude of
services provided for which no charge can be assessed. Examples include: working with the county and state on
development south of Charbonneau, Interstate 5 connector discussions, planning for Basalt Creek area,
participating with Metro, Washington and Clackamas Counties on transportation planning and urban growth
issues, and responding to potential developers and businesses that don’t result in construction permits. Increases
in the number or intensity of such demands could pose challenges in balancing this fund and/or a need to identify
a new revenue source that would pay for these important services.

The last review and revision to planning permit fees was in 2007. While Planning is not a profit center, the fees
should be set sufficient to cover the actual costs of providing services for current development.
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Five-Year Financial Forecast

2014 through 2019

Building Fund

Variances from Status Quo Assumptions

=  None

Key Assumptions

=  Staffing levels reduced in 2009 remain unfilled

Economics, Revenues and Expenditures
After several years of slower growth in new single family housing units, the outlook for the next five years is more
robust. Villebois developers are actively building new residences and plans call for over 658 additional units in the
coming years. Other areas of the community are expected to see new development as well. Estimates for new
growth are based on plans submitted by developers or through early discussions with developers on future
activity. Regional economic conditions will determine whether the construction moves forward at the pace

anticipated.

The major resource for this fund is building permit revenue. The aforementioned construction level is significantly
greater than the trends during the recession. The Building Inspection program has conservatively estimated the
future permit fee revenue estimates based on known projects. The nature of permit revenue is that the fees are
collected prior to the work being done and therefore a surplus in one year may be followed by a shortfall the next.
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Five-Year Financial Forecast

2014 through 2019

Ending Fund Balance

The Building Fund has maintained a fairly stable ending balance during the recessionary period. This was
accomplished by managing costs to revenues. The graph shows that revenues are forecasted to be sufficient to
cover operating expenditures over the next few years.

Mglzligns Building Fund - Ending Balance
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Potential Impacts

Less growth: Although current trends indicate growth, an environment of less development would have an
adverse impact on this fund. If new development were half the anticipated level, the average annual reduction in
permit revenues would approximate $450,000, or about 50 percent of the total resources.
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Delays in developers submitting plans or starting construction will affect the bottom line. The City will closely
monitor the actual revenues against the forecast and will take corrective action if necessary. This fund is projected
to have sufficient resources to carry the program through the next five years.

A return to a “normal” level of development may necessitate an increase in staffing or use of contracted services.
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Five-Year Financial Forecast

2014 through 2019

Transit Fund

Key Variances from Status Quo
= Bus replacement capital outlay varies from year to year. Average is $730,000 per year with 80 percent
funding from grants.

Key Assumptions
= Service levels and staffing remain constant
= Payments to TriMet for rail operations continue and increase annually via inflation assumption
= No future BETC receipts are forecast.

Economics, Revenues and Expenditures

With the downturn in the economy, hundreds of jobs within the City were lost and payroll tax revenues declined.
While many of these jobs are lost forever, new businesses have announced their decision to locate in Wilsonville.
Revenues are rebounding slightly in the current year and are forecasted to continue at a slow pace. Because of the
uncertainty of the current economy, it is challenging to accurately project payroll tax revenues. The forecast
assumes a conservative annual increase of 100 to 120 new jobs per year, which equates to approximately $26,500
in new taxes annually. Wage increases for existing employment is the larger driver and assumptions of 3 percent to
5 percent translate into annual increases between $150,000 and $250,000.

About 80 percent of Transit’s services are paid by the local payroll based tax. The remaining 20 percent comes
from state and federal grants and fares. Grants for buses are not assured. The jagged shape of the graph below
reflects the varying capital grant receipts and expenditures.
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(Transit Fund continued on next page)
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Five-Year Financial Forecast

2014 through 2019

Ending Fund Balance

Over many years this fund accumulated money for rainy day use and infrequent large items such as bus
replacements and building needs, but the slow economic recovery and lower than anticipated payroll tax revenues
are forecasted to continue to impact this fund as shown in the graph below. As the economy improves we will
continue to keep an eye on the stability of this fund by reducing capital purchases if necessary to ensure future
fund stability.
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Potential Impacts

In the current fiscal year, SMART has incrementally added service to accommodate new employers. New routes
include service to the Beaverton Transit Center during hours when TriMet’s Westside Express (WES) regular
commuter train is not operating, as well as increased service to Tualatin Park and Ride. Additionally, in the current
year SMART reached an agreement with the Oregon Institute of Technology (OIT) to conduct a pilot project
offering late-night bus service to downtown Portland for students at the OIT Wilsonville campus.
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The Transit Master Plan was adopted in 2008 just before the economic downturn. Except for changes related to
WES, all program enhancements have been put on hold. The enhancements include extending the Portland during
commuter hours, new routes to service Daydream, Villebois and Charbonneau areas, a stop at Woodburn for the
Salem route, and frequency increases in certain routes.

SMART has made major investments in new buses over the last couple of years, replacing the oldest and most
worn-out vehicles of the fleet. The forecast includes the replacement of 9 more large and three smaller buses over
the next five years. The cost is approximately $85,000 for the small buses and up to $570,000 for the larger buses.
Historically, federal grants have provided at least 80 percent toward the cost of buses, leaving local money to
cover the remaining 20 percent. As other grants become available, the program will place orders for additional
buses. The ending fund balance is used to cover the cash match for these large items.

With recent changes by the state legislature, no future BETC receipts are anticipated. To date SMART has received
about $3.4 million in Business Energy Tax Credits (BETC) from the State. These credits were converted into cash
and the proceeds are unrestricted. SMART used a portion on the BETC receipt on the new operations building, bus
replacement, new signage and bus wraps.
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Five-Year Financial Forecast

2014 through 2019

Water Operating Fund

Variances from Status Quo Assumptions
e Nominal annual rate increases of 2.25 percent beginning in 2014-15
® Increase maintenance costs per master plan

Key Assumptions
=  No significant variations in weather that would change consumption patterns
=  No new major industrial water users nor loss or decline of current industrial users

Economics, Revenues and Expenditures

The Water Fund is in a generally strong financial position. Revenues and treatment costs are driven by
consumption which was declining until 2011 when the City of Sherwood began purchasing water. The sale of
water to Sherwood has had a positive effect on water cost per unit. Sherwood’s share in 2012-13 was $934,000,
which was the first full year of purchasing water from the City of Wilsonville.

An increase in the number of users via new home construction will have a positive impact; however, the forecast
anticipates that will be partially offset by existing users converting to more water efficient devices. This trend is felt
nationwide and is attributed to low flow shower heads, efficient washing machines and toilets, and irrigation
timers. The forecast assumes an annual rate increase of 2.25 percent beginning next fiscal year, which will be the
first increase since 2009.

The graph below shows the recurring revenues and expenditures, both historically and forecasted. Two lines are
shown for expenditures, one without capital project costs and the other with. Capital improvements can vary
widely from year to year and a separate line is presented to assist the reader with understanding the fluctuations
of the fund. Recurring expenditures includes debt service costs.
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(Water Operating Fund continued on next page)
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Five-Year Financial Forecast

2014 through 2019

Ending Fund Balance

The Water Fund has a fund balance consisting of both restricted and unrestricted components. The restricted
portion includes cash reserves for major repairs and replacement of treatment plant equipment, cash reserves for
debt service coverage and an operating contingency of 20% of annual operating costs. These reserves help create a
stable financial condition for the fund.

The reserve for debt service coverage is not a bond covenant requirement but is established as a good financial
measure. It serves as an added benefit to both bond holders and the General Fund (which is a pledge behind
approximately $5 million of water bonds). Further, in the event the City should pursue water revenue bonds in the
future such a balance will aid in the credit review of the fund. The goal is to build the reserve at $100,000 per year
until $2 million is attained, which will take nearly 16 years.

The unrestricted ending balance declines due to planned capital projects that are funded on a pay-as-you-go basis.
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Capital Projects — From Operating Revenues

A variety of projects totaling approximately $3.3 million are anticipated to be funded from operating resources
over the next five years. These projects are primarily repairs and replacement and are not eligible for payment
from system development charges.
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Potential Impacts
Sherwood: As the water usage increases due to growth within the cities of Wilsonville and Sherwood, the
operations of the plant will need to expand and storage capacity will become a more important issue.
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Five-Year Financial Forecast

2014 through 2019

Sewer Operating Fund

Variances from Status Quo Assumptions
=  Rate increase of 10 percent in January 2014. (Previously approved by Council Resolution)

Key Assumptions
=  No new major industrial water users nor loss or decline of current industrial users

Economics, Revenues and Expenditures

Revenues and treatment costs are driven by water consumption. With consumption trending downward in the City
of Wilsonville, pressure on balancing revenues with costs has been a challenge. During 2011-12 Council took action
to stabilize the fund via a series of rate increases which addressed the downward trend as well as providing
sufficient resources for operating the new treatment plant and the related debt. The first two rate increases were
implemented January 2012 and 2013. The remaining increase is reflected in the model.

The city videotapes the sewer collection lines to assess their condition. Besides the aging condition of the lines the
building requirements in the 1970’s were less stringent than today. The videotaping project has helped to identify
the extent of future repairs. The cost of these repairs and replacement is included in the capital project estimates.

The graph below shows the recurring revenues and expenditures, both historically and forecast. Two lines are
shown for expenditures, one without capital project costs and the other with. Capital improvements can vary
widely from year to year and a separate line is presented to assist the reader with understanding the fluctuations
of the fund. Recurring expenditures includes debt service costs.

The increase in Recurring expenditures from 2011-12 to 2013-14 is due to debt service on nearly $39 million in
new debt which adds $3 million in annual costs. Costs are expected to decline about $650,000 in 2016-17 when
older debt is fully retired. The jagged line shows Recurring Expenditures plus capital improvements.
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Five-Year Financial Forecast

2014 through 2019

Ending Fund Balance

The Sewer Fund has a fund balance consisting of both restricted and unrestricted components. The restricted
portion includes cash reserves for treatment plant equipment major repair and replacement, recurring
contingency and ending fund balance amounts and building a cash reserve for debt service coverage. These
reserves help create a stable financial condition for the fund.

The reserve for debt service coverage is not a bond covenant requirement but is established as a good financial
measure. It serves as an added benefit to both bond holders and the General Fund (which is a pledge behind the
$39 million of sewer bonds). Further, in the event the City should pursue sewer revenue bonds in the future such a
balance will aid in the credit review of the fund. The goal is to build the reserve at $500,000 per year to $3 million
by 2017-18.

Unrestricted ending balance accumulates for future capital projects on a pay-as-you-go basis. As you can see in
the graph below the unrestricted balance begins to drop in 2014-15 due to the Memorial Park lift station and the
Boeckman Creek sewer line replacement, which have a combined cost to this operating fund of $6.1 million over
the next three years. The unrestricted balance then begins to rebound in 2016-17 to accumulate resources for
future capital maintenance projects.
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Five-Year Financial Forecast

2014 through 2019

Stormwater Fund

Variances from Status Quo Assumptions
= Rate increase of 3 percent in July 2014, 2015 and 2016. (Previously approved by Council Resolution)

Key Assumptions
= Budgeted interfund borrowing from the General Fund was not needed in 2012-13 due to a $.6 million
ending from balance.
= The rate study is being updating to determine the actions needed to stabilize this fund.

Economics, Revenues and Expenditures

A recent master plan documented multiple system improvements that are needed as well as increased
maintenance of existing infrastructure. A rate study accompanied the plan that prioritized improvements for
funding and identified how much user rates would need to increase to implement the plan. A series of annual
increases were approved by resolution and are included in the model.

Revenues are predictable as they are a fixed monthly amount based on impervious service area. The model factors
in some growth due to new construction, about 2 percent of revenues per year.

The graph below shows the recurring revenues and expenditures, both historically and forecast. Two lines are
shown for expenditures, one without capital project costs and the other with. Capital improvements can vary
widely from year to year and a separate line is presented to assist the reader with understanding the fluctuations
of the fund.
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Five-Year Financial Forecast

2014 through 2019

Ending Fund Balance

The ending fund balance, forecasted to be negative in 2013-14 through 2017-18, reflects the impact of large
capital projects such as the Morey’s Landing stormwater repairs and the Rivergreen drainage projects. As
explained below, this forecast includes only a small portion of potential capital projects. The city is in the process
of videoing the stormwater conveyance pipes to assess their condition and identify the extent of future repairs
throughout the system. The most recent rate study is being updated to determine the rate adjustment that is
needed to be made to stabilize this fund. As a short term solution, this fund may need a loan from the General,
which is not included in this forecast.
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Capital Projects — Funded from Operating Revenues
During the forecast period approximately $3.1 million of system repairs and improvements are anticipated. These
projects represent the improvements for which stormwater system development charges cannot fund.

Potential Impacts

Aging Infrastructure: The city is in the process of videoing the stormwater conveyance pipes to assess their
condition. We know from prior inventory data that the pipes in Charbonneau are not in good condition and will
need major rehabilitation in future years. Portions of the stormwater system north of the river exhibit similar age-
related deficiencies, particularly at culvert locations. Besides the age of the pipe material, the building
requirements in the 1970’s were less stringent than today. The video information will help to identify the extent of
future repairs throughout the system. The costs have been determined for some of the pipe rehabilitation needs
and they are significant. The forecast includes a small portion of these potential costs.
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Five-Year Financial Forecast

2014 through 2019

Street Lighting Fund

Variances from Status Quo Assumptions
. None

Key Assumptions
. No change in PGE rate tariff that would affect what services are currently included

Economics, Revenues and Expenditures
The Street Lighting Fund’s primary resource comes from user fees billed on the monthly utility statements.
Residential, multi-family, commercial, industrial and non-profits all pay towards the street lighting system.

Revenues are readily predictable as rates are fixed monthly amounts. The model assumes growth from new single
family homes and new apartment complexes. No rate increase is anticipated.

Expenditures are predominately for monthly utility charges. The charges are assumed to increase by the material
and services inflation factor. Other costs include nominal amounts for replacement of worn out components. The
gap between resources and expenditures is available for funding system expansion and building a replacement
reserve. Capital projects for in-fill, about $60,000 per year, are not included in the graph below.
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(Street Lighting Fund continues on next page)
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Five-Year Financial Forecast

2014 through 2019

Ending Fund Balance

The restricted portion is a cash reserve to fund future replacement as poles and fixtures reach their end-of-life.
Most of the short lived wooden poles have already been replaced. The majority of the poles in use today are
aluminum, fiberglass or metal. The unrestricted portion can be used for in-fill where gaps in the system occur.
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Capital Projects — Funded From Operating Revenues
A small level, $60,000/year, of replacement is projected. Infill projects if identified would be significantly more
expensive.
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Potential Impacts
None identified.
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Five-Year Financial Forecast

2014 through 2019

Road Operating (Gas Tax) Fund

Variances from Status Quo Assumptions
=  Additions to staffing and materials related to new street additions throughout the City

Key Assumptions
=  Fuel consumption pattern is similar to recent past trends

Economics, Revenues and Expenditures

Gas taxes distributed by the State are the primary resource for this fund. Washington County gas tax adds about
$8,000 per year to the fund revenues. State taxes peaked in 2006-07, and began declining about 5.0 percent per
year until 2011 when taxes and fees were increased. Cities share of this revenue is largely based on population
numbers and the model assumes the new residential additions will result in a higher share, thus a slight increase in
allocated taxes.

As the City adds more roads, maintenance costs will grow. Recent street additions include the Villebois area,
Boeckman Road extension and improvements to Boones Ferry Road. Maintenance costs are forecasted to increase
an average of $80,000 per year. The model includes the cost of these service level increases and the following
graph shows that sufficient resources should be available to cover the anticipated costs.
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(Road Operating Fund continued on next page)
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Five-Year Financial Forecast

2014 through 2019

Ending Fund Balance
Prior to the recent gas tax increase this fund was at risk of incurring annual deficits. The growth of the ending
balance levels off in later years as service level increases described above are implemented.
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Capital Project Impacts — From Operating Revenues

No major capital projects are assumed. However, this fund pays the engineering costs associated with projects in
the Road Maintenance Fund since the Road Maintenance Fund’s resources are restricted and do not permit
engineering costs.
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Potential Impacts
None identified.
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