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Budget Message
To: La Pine Budget Committee Members and Citizens of La Pine
From: Rick Allen, Interim City Manager, Finance Director, City Recorder & Budget Officer
Subject: City of La Pine Budget Fiscal Year 2014-15

This budget | am proposing for the fiscal year 2014-15 is built upon the base that has been
established over the last few years. As the City has matured it has taken steps that have been
appropriate within its budget limitations while understanding the expectations of the residents
and attempting to strike a balance that works for the community.

You will notice some resources from new programs such as Business Licenses and Community
Development fees this year. However its not to the level as in the past, as the City matures,
changes in revenue will stabilize with less upward movement and will begin to suffer the ups
and downs of other public entities. The same can be said for the expense side of the budget.
You are going to notice less ability to react to programs, projects or requests that have not
been planned out, funding secured and part of a longer term strategy. This is actually good, but
will cause some frustration amongst the council and community that has been accustomed to a
more fluid approach.

The major area that we must prioritize is the financial management and systems required to
operate the city according to acceptable accounting practices for a public entity. The previous
two years lacked many of those practices and it proved problematic for the City has it spent a
disproportional amount of time correcting past accounting problems. This is a dangerous
situation that must be corrected in 2014-15, its importance must take precedence over all other
issues.

Currently we have made great strides moving forward, that must continue and go deeper into
the next level of systems that need established for the long term. These include ordinance and
resolution revisions bringing our water and sewer regulations to meet current best practices.
Another area is salary schedule for staff, currently it’s not formalized and leads to frustrations
for management and employees working for the City. Other areas include inventory of
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equipment with depreciation schedules that are required for auditing purposes. When this
budget year is complete all systems should be in place for the future providing the proper staff
is retained to manage them.

The other area that will be new this year is the creation of the Urban Renewal District. That will
take effect in the fall should the council authorize moving forward as planned. There will be
minimal money to spend toward the plan but it will give the council and community some
direction ahead for the next many years. Its impact will be significant, however it takes years to
materialize. Most of you will be retired from the budget committee and council when the
benefits are felt, but you can feel proud about being the ones that helped initiate it.

| have outlined below the major changes in this year’s budget so the entire Budget Committee
and public can understand the path ahead as outlined by staff. Ashely Williams, Scott Perkins,
Patti Morgan and Summer Sears have truly worked as a team to help us through this year that
has allowed me to present this budget to you and the community. If you have any questions
please feel free to contact me via phone or email, rlallen@ci.la.pine.or.us or 541-536-1432.

e T
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General Fund
Property Tax Values and Tax Rates

The City of La Pine has an approved maximum tax rate of $1.98 per thousand of assessed value.
Last year the Budget Committee approved an increase to $1.93. This budget has not
contemplated any increase in the tax rate for 2014-15 year.

As the markets are slowly turning around in the La Pine area, we are anticipating some increase
in tax values. The County Assessor has estimated an increase of 3% - 5.5% in the City. For this
budget | have used the conservative estimate of 3% increase in values. Our current tax
assessed value is $124,771,675 with anticipated value next year of $128,514,825. The will
increase our estimated revenue from property taxes by $5,000 this year.

The trend of higher values should continue for the next few years after suffering losses in the
previous years. Since La Pine was not formed until the downturn had begun, the timing had
somewhat insulated La Pine from major impacts up or down as the rest of the region went from
boom to bust.

$1.93 Rate estimated to raise $229,431.00 in tax dollars (10-310-110)
Business License Revenue

The City Council approved an Ordinance implementing a Business License beginning July 1,
2014. With no history on the number of businesses expected to register staff has estimated the
income very conservatively at $5,000 for this fiscal year. Within in 2-3 years it estimated to be
double that amount however there is a phased in timeline for compliance. Recent history in
Bend showed it took time to gain compliance and understanding of the new license. The
annual rate is $45 per year with nonprofit and community groups no charge.

$5,000 is located in the General Fund Resources (10-320-230)
Rental Income Revenue — Cell Tower

The La Pine Sewer District had a contract on a cell tower located on its property that is now
owned by the City of La Pine. The annual income is budgeted at $11,000 based on a long term
contract. In the previous budget year that income was listed as income in the sewer fund,
however under the City its no longer specific to the sewer district and has been moved more
accurately to the General Fund of the City.

$11,000 General Fund Resources (10-390-932)
Transfer in Revenue - Tourism Fund
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Income based on last year actual receipts and the additional new rooms being constructed
within the City will increase Transient Room Tax (TRT) for the budget year. Oregon law allows
up to 30% of the TRT income to be transferred to the General Fund each year for general
operations costs. That amount is estimated to increase by $5,000 to $27,000 for 2014-15.

$27,000 General Fund Resources (10-480-220)
Accounting and Audit

The required audit expenses are being allocated between the various funds to share the costs
equitably between the Sewer, Water and General Fund. In addition we have added funds for
continued professional services contract to help the City continue constructing, managing and
professionalizing all financial systems used by the City. The past two years has proven a
deficiency in this area that must be improved on during this budget. As the budget officer and
city manager this area should be a top priority for this year ahead. Staff is recommending
$48,000 be allocated for this purpose which includes the required audit contracts.

$16,000 General Fund (10-520-2050)

$16,000 Water Fund (50-520-2050)

$16,000 Sewer Fund (50-520-2050)

$48,000 Total Accounting and Audit Professional Services Contracts

City Improvements Projects (Business)

This is a new name and increased funding for a program the Council initiated three years ago
under the name of City Improvement. Staff has added the name projects and highlighted
Business in the name to give increased transparency to the public. When the Business License
Ordinance was adopted the City gained support from the Chamber of Commerce if the funds
were allocated to projects that improve business and the economic vitality in the City. In
previous years $5,000 was allocated and with the additional income from Businesses Licenses
anticipated this fund was increased to $10,000 to show the business owners that the
commitment was serious and has been kept as promised.

$10,000 General Fund (10-520-2175)
La Pine Economic Development (LED)

The City in partnership with Deschutes County did contract with Economic Development for
Central Oregon (EDCO) for a new .5 FTE position that was assigned to La Pine / Sunriver area to
manage industrial, business and commercial development in the area. The office is at City Hall,
with in-kind contributions of office space, utilities, copy and other incidental services required
to operate effectively at City Hall. The current staff member began work around November
2013.
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The City has budgeted $25,000 in this year’s budget for the program. The original amount was
$22,500 with anticipated income from private sponsorships of $2,500. To date no fundraising
effort has taken place with the program off to a late start. The LED Advisory Committee is
tasked with managing the fundraising efforts and more emphasis should be placed on the
private / public partnership in this next budget cycle.

$25,000 General Fund Materials and Services (10-520-2270)
Legal Fees

Legal fees should be charged to the various funds that require legal services. In this year’s
budget staff has split the fees between several funds that reasonably can be expected to
require some level of legal services. The monthly statements from our legal team break out
each task they perform, making it easy to allocate accurately. The following line items are in
the Materials and Services section under Legal Fees in each fund listed below:

$36,000 General Fund (10-520-2600)

$ 6,000 Street Fund (21-520-2600)

S 2,500 Tourism Fund (22-520-2230)

S 5,000 Community Development (23-520-2600)
$10,000 Water Fund (50-520-2600)

$10,000 Sewer Fund (52-520-2600)

$69,500 Total Legal Fees

La Pine Parks and Rodeo Project

Work in progress TBD

City Hall Future Capital Reserve Fund

A fund was created a few years back however was not funded for one year. The original plan
was to save $10,000 per year for 10 years to build up a reserve account of $100,000 for major
City Hall improvements, repairs or expansions as needed. Taking a small amount each year
allowed the City to build the reserves over time not impacting the budget significantly. This
year | have proposed adding $15,000 to make up for the one year that no money was added to
the reserve fund, this will bring our total to $40,000. Future years its estimated the City can
reduce the contribution to $10,000 as you work to build the fund to the target of $100,000.
$40,000 “Reserved for Future Expenditures” General Fund (10-950-6000)

La Pine Community Cemetery Fund

This fund was created last year with no changes anticipated at this time.
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Street Fund

Street Lights

This would fund additional street lighting to increase safety in neighborhoods as needed. The
Council and Public Works Committee will work with staff to established locations with the most
impact, with safety being the highest consideration.

$10,000 Street Lights - Materials and Services Street Fund (21-550-5230)

Radar Trailer

This would purchase a trailer that public works would move around the City to slow down
motorists. This is a public safety and quality of life issue important to the council and public
works committee. The goal is to purchase one that will track speeds for better statistics on
how fast vehicles are traveling.

$10,000 Equipment Purchases - Materials and Services Street Fund (21-550-5260)

First Street Signalization Project

This is the project to install a traffic signal at First Street and Hwy 97 that will include other
safety measure such as lighting, sidewalks, bike lane and storm drainage. ODOT is funding this
with over $1,000,000 that has been approved for construction. The City must pay for the
streetscapes that include decorative lighting, plantings, benches, garbage receptacles along
with the electrical and waterlines to service the project.

In the current year $150,000 was set aside toward this project that is being carried forward into
next fiscal year with an additional funding of $100,000. The goal is $300,000 avaible for the City
share of the project with any excess revenue being carried forward to the next phase of
sidewalks on US 97.

$250,000 Reserve for Future Expenditures — Street Fund (21-950-6000)

Ashton Eaton Blvd (Hwy 97) Sidewalk and Streetscape Project STIP 2015-18)

ODOT will fund a major sidewalk project on the west side of the hwy between 15t and 6™ Street
for nearly $1,000,000. Like the project above, the City will need to fund the improvements to
create the streetscapes. In this budget staff has begun to build a fund of $300,000 that will be
required by setting aside $75,000 in this budget.

$75,000 Reserve for Future Expenditures — Street Fund (21-950-6000)
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Cagle Road Rebuild Project

Cagle Road will require widening and a new base to function properly and provide a safe route
for the public and school busses in the subdivision. Staff has estimated the cost at nearly
$200,000 to rebuild that road to a City level of standard with gravel. Pavement would be the
next phase in the future, with no date outlined at this time. To achieve the goal staff has
included $40,000 in this budget to begin setting aside the required resources for the project.

$40,000 Reserve for Future Expenditures — Street Fund (21-950-6000)

Combined this will provide $400,000 in total to be set aside for future large projects that will be
built in the next 2-5 years that are being leveraged by many times that amount. To achieve that
the largest single transfer in the City budget from the general fund is into the Street Fund, as a
priority of the City.

$355,000 transfer into Street Fund (21-480-100)
Tourism Fund (Transient Room Tax)

This fund provides for resources and expenses related to tourism, community sponsorships and
events in the greater La Pine area. The major source of revenue is Transient Room Tax (TRT)

of $90,000 (22-330-320). With 30% being transferred to the General Fund of $27,000 (22-780-

1000) that leaves a total of 568,000 for funding services that meet the requirements of eligible

programs and projects using TRT funding.

The bulk of these funds are paid directly to the La Pine Visitors Center (Chamber of Commerce)
to support their operations $52,000 (22-250-2200). The balance of the restricted funds are
used for various events that promote the local economy and bring tourists to the area.

This year we have asked groups to make presentations to the Budget Committee for funding,
we anticipate a list being constructed of tentatively approved requests. Not all of the funds
should be allocated as requests come and go throughout the year, the list is a recommendation
with the understanding it is subject to change based on estimated resources and other factors.

The Community Fund of $5,000 (22-250-2220) is not restricted by any laws. The source of
these funds is a direct transfer into the Tourism Fund from the General Fund (22-480-100) of an
equal amount $5,000. This year at the request of the Council the Rodeo and Frontier Days
were given line items in the budget due to the importance of those events to the community,
those events are eligible for restricted and non-restricted funding.

Community Development (Planning Services)

This is a new fund this year that will allow better tracking of our cost of operating the
Community Development Department making this fund more transparent and easier to track.
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The City assumed these services from Deschutes County in January of this year. With no history
on revenue or expenses this is a starting place that will need monitored and updated as the
program matures over the next few years.

To be on the safe side we estimated $7,500 in planning fee income during the year. For this
budget to balance the General Fund transferred $35,000 (23-480-100) to support this
department. Our Planning Director is on a contract and staff has estimated $24,000 (23-520-
2250) should be sufficient to fund code planning services and code enforcement costs. The
total cost of operating the department in La Pine is estimated at $42,500.

Reserve Fund Water/Sewer

This fund will allow the City to keep track of its reserves for future large projects in the utilities
department. Resources in this fund are transferred from the Water and Sewer funds that are in
excess of daily operational costs along with general maintenance.

These balances are the result of years of operating the funds by the two districts, however it is
not known at this time if they are sufficient to meet the needs of the future. Our rate study due
this fall will help us understand the needed requirements for the future.

$200,000 Water Fund (26-480-500)
$600,000 Sewer Fund (26-480-520)

Debt Reserve Fund

This fund sets aside the required reserves for the USDA loan on the water system. The loan
requirement is to maintain a reserve equal to the annual debt payment on the loans. This fund
will have no activity until the final debt payment in the future.

$193,503 Transfers in Water Fund (31-480-500)
System Development Charges Fund (SDC)

This fund was created to separate out System Development Charges (SDC) that have been paid
by development projects over the years. These funds are restricted by various laws and require
being kept track of separately. In addition by having a stand alone fund, it provides
transparency for the funds and allows the public a easer understanding of how these funds are
used.

SDC’s are one of the most controversial and miss understood charge that exists. The City of La
Pine has undertaken a comprehensive review of the methodology used to charge SDC’s for
sewer and water. Currently La Pine does not charge a Transportation SDC however one will be
established within the next year.
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Water and Sewer Funds

Water revenue is estimated to remain the same in this budget, however there is a possibility of
a new rate structure on January 1, 2015 based on the study currently under way. The results of
that could change the revenue estimates for the second half of the fiscal year. All changes will
be approved by the Council prior to implementation.

Staff has budgeted in two new (slightly used) trucks for the sewer and water departments to
share. The current trucks are 25+ years old and the City lacks a service truck that has the
required equipment to complete a task when they arrive on a service call. The costs have been
split 50%-50% between the two funds. Staff anticipates spending less than the amount
budgeted.

The Cagle subdivision will in the near future require sewer service along with water service at
the same time. The current plans will be required to be updated with current costs and
population forecasting.

$30,000 Capital Outlay Equipment Purchases (50-550-5260 and 52-550-5260)
$20,000 Capital Outlay Water / Sewer Plan Update — Cagle

The sewer revenue staff has lowered some based on the current trending of income this year.

The items mentioned above are shared with the sewer fund. The rate study will provide
information that will be used for rate adjustments later this fiscal year.
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