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APPROVED:  May 7, 2015 

CITY OF ALBANY 

BUDGET COMMITTEE WORK SESSION 

City Hall Council Chambers 

333 Broadalbin SW, Albany 

Thursday, November 20, 2014 

 

MINUTES 

 

 

CALL TO ORDER 

 

Chair Susan Folden called the meeting to order at 6:30 p.m. 

 

 ROLL CALL 

 

 Present:  Budget Committee Members Susan Folden, Dick Conolly,  Colleen Keller, and Michael Thomson; 

Mayor Sharon Konopa; and Councilors Bill Coburn, Floyd Collins, Bessie Johnson, Rich Kellum, 

Ray Kopczynski, Will Summers, and Dick Olsen 

 

Absent:  Members Jeff Christman and Scott Pierson  

 

PUBLIC COMMENT 

 

There was no public comment. 

 

BUDGET ISSUES – WES AND STEWART 

 

City Manager Wes Hare noted that the Budget Committee asked for an update on revenues in the fall.  The timing is 

related to receiving the property tax information from Linn and Benton Counties for the next year.   

 

Hare noted that they got two pieces of bad news: they ended the Fiscal Year (FY) 2013-14 with less than anticipated in 

the General Fund (GF) by about $240,000, and estimates for property tax receipts in the current year are not as high as 

they thought by $270,000.  This is not catastrophic but is concerning. 

 

Hare noted that it used to be fairly simple and straight-forward to estimate revenues, but predicting revenues has 

become more complicated.  As an illustration, he noted that Linn County’s estimation of their own property tax 

revenues was off by $1.5 million due to the impact of compression.  Compression is the variable that hampers the 

ability to anticipate what revenues will look like.   

 

Hare said the intention for this Work Session is not for decision-making; rather this is an opportunity to present 

information.  The Budget Committee will reconvene in January where they will discuss what staff is proposing as an 

approach to the budget, and to get the Committee’s feedback.  

 

Finance Director Stewart Taylor said there has been thought about what information would be helpful to provide.  The 

PowerPoint he will present includes a lot of detailed information, which is intentional, and those slides will be 

followed by a graphic presentation of some of the more relevant numbers in the table.   

 

Taylor introduced new staff member, Senior Accountant Jeanna Yeager.  

 

Taylor presented the PowerPoint that was included in the agenda packet.  

 

For assessed value, Taylor explained that the City does not receive 100% of the property tax because the collection 

rate can vary.  It is a difficult number to predict.  Historically, prior to the downturn in the economy in FY 2008-09, 

the collection rate was consistently over 93%.  During the recession we received 97%, which was attributed to 

foreclosures because banks are timelier than property owners with tax payments.  He said, this year, we leaned toward 
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a higher collection rate based on our experience in FY 2013-14, but it appears we overstated the collection rate by 1%. 

 They went into the budget cycle using the historical rate with a desire to preserve positions rather than lay off, but 

being off by just 1% is a big difference.  Taylor said from now on they will be using 93%. 

 

Taylor echoed the comments that Hare has made over the last several years that the City hasn’t lost revenue but has 

seen a slowdown in the growth of revenue.  Since property tax is the primary driver in the GF, changes in the rate of 

growth influence the revenues quite a bit.  The rate of growth closely reflects the growth of assessed value.  Compared 

to other cities, Albany’s has fluctuated more, particularly compared to metro areas.  Hare added that some of the 

greatest fluctuations occurred in other parts of the state, such as Bend and Redmond.  When the recession hit they were 

looking at not just declines in the rate of revenue growth, but declines in the revenue received.  Metro area cities 

probably had the most stable rates, but there has been volatility all over. 

 

Member Colleen Keller said that page 3 noted that the rate is reduced by the Hewlett-Packard (HP) and Comcast 

decisions.  She asked for details.  Taylor said in 2014 HP appealed their Benton County assessed value to the state of 

Oregon tax court.  They won their appeal, so for the City of Albany in year 2014 it was a reduction in the property tax 

over $270,000.  In the current year the loss is $77,000 due to that decision.  There is also a Comcast decision that 

impacts cities state-wide about what can be include in the assessed value for determination of property tax amounts.  

Benton County is reserving tax dollars for the outcome of that litigation.  Both of those reduce the amount of revenue, 

even though they don’t change the amount of assessed value. 

 

Member Will Summers noted that 2006-2007 property taxes were high; he wonders what a long-term trend would 

actually be.  Hare said that period of very high assessed value had two components: the increase in value of the 

properties, and additional assessed value due to new construction.  He recalled that he had noted in that budget 

message for that year that the numbers were very high and not sustainable, and had suggested they increase their 

reserves beyond what was called for in City policy in recognition of that fact.  The other thing that has happened is 

those new homes brought with them demand for services, so staff was added to meet the increased demand.  Peak 

employment was during 2008 with 428 Full Time Equivalent (FTEs).  Since then they have implemented programs to 

reduce the size of the work force and now have fewer than 390 FTEs.  As to the long-term sustainable trend, he is not 

sure he could predict a trend over even a 30 year period because there are so many variables. Unforeseen ballot 

measures, for example, can have major impacts.  Staff tries to make a reasonable estimate based on the revenue 

picture, which is part of what they are trying to do tonight. 

 

Taylor said that at the January Budget Work Session, staff will present the Financial Trends & Forecast to identify 

indicators that show relative health.  The indicators do not show a long history but they give a reflection of where the 

City is at.  The Budget document will include a ten-year history.  In January, instead of a five-forecast of estimates, 

staff will bring a minimum, mid, and maximum growth level and propose an estimate based on the mid line.  Taylor 

thinks it will be more useful to the Budget Committee. 

 

Taylor noted that compression is a significant factor in the revenues for the Public Safety Levy; they will lose over 

$1.4 million due to compression.  Hare added that the $1.4 million plus the amount the City does receive is the amount 

the tax payers authorized.  That number is the difference between being able to meet or not meet service demands.  It 

is the difference between relative prosperity and a difficult challenge.  He said, we are not getting the money that the 

voters authorized. 

 

Councilor Dick Olsen asked if compression is due to more levies coming on line or changes in how close the taxable 

amount is to the true cash value of properties.  Taylor said it is the function of two variables; market value and 

assessed value.  The measure 5 limits are capped at the market value; the Measure 50 limits are based on assessed 

value.  As those two values get closer, there is more chance of Measure 5 limits exceeding Measure 50 limits, which 

applies to all the overlapping jurisdictions. The result is compression.  It is difficult to describe and difficult to 

estimate. 

 

Summers recalled that the public safety levy amount was actually increased in the last levy to account for compression. 

Taylor said, that is correct; we are in the third five-year levy approved by voters.  Voter’s had specific items they 

wanted addressed with those funds and because of compression the City is having a hard time meeting them.  All the 

funds still go to support Police and Fire, just not at the levels previously anticipated.  Hare added that they can’t 

always estimate revenues correctly, because it also includes what other jurisdictions adopt as competing levies.  
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Discussion followed about compression. 

 

Taylor reviewed Cost Savings Strategies and changes in Authorized FTEs.  They still track unfunded FTEs for Police 

and Fire.  Hare added that they have tried to align income and expenses for many years by simply leaving positions 

open.  He gave some examples.  Taylor pointed out that Community Development (CD) showed -.51 percent change 

from 2009 to 2015.  Part of that does reflect a reduction of positions.  There were also CD positions that were moved 

to Public Works (PW) in the consolidation of the two departments.  They appear now as a charge back to the GF as 

part of PW Administration.  This is indicative of what the City’s experience has been.  In 2012 the savings associated 

with these measures, the Voluntary Separation Incentive Program, leave buy-back, and deferred Cost of Living 

Allocations were over $3 million.   

 

Taylor described health insurance costs.  Councilor Rich Kellum asked what the time frame was for the “Cadillac 

plan” assessments.  Hare replied they will be evaluated in 2018. 

 

Taylor said Equipment Replacement has been reduced for a number of years in Police and Fire.  That may lead to 

needing a bond to purchase equipment.  Taylor said, we have been proactive in the past but are falling behind.  Hare 

said they took settlement monies to fund a major equipment purchase in the Fire Department.  He said, we aren’t to the 

point where we have to borrow money to replace equipment, but we are getting there.  Discussion followed about 

other options for replacing equipment. 

 

Taylor described transfers and loans. 

 

Taylor reviewed service demands across departments.  The Fire Department has likely seen the most dramatic increase 

in their emergency responses, while seeing a drop in the number of responders.  Some Fire positions have been filled 

with grant funds. 

 

Folden asked if there has been a change in Albany’s demographics.  Hare said the population is getting older, in part 

because of increasing accommodations for older people such as assisted living facilities.  It is significant; Albany runs 

twice as many ambulance calls as Corvallis does, for example.  Discussion followed.  

 

Kellum asked how many of the residents in assisted living or other like accommodations have FireMed.  Hare said, the 

FireMed issue is likely less impactful than the Medicare issue, in which case we get just 50 cents per one dollar for 

Medicare ambulance reimbursements.  FireMed is still a net benefit financially, but we are negatively impacted by 

Medicare receipts.  

 

Mayor Sharon Konopa shared her experience with aging parents in assisted living units.  The businesses bring jobs but 

the downside is the extra burden on the Fire Department. 

 

Taylor reviewed current-year shortfalls, which includes a possible $500,000 in-lieu-of franchise fees to be transferred 

from the Street Fund to the GF.  

 

Summers asked Hare to explain the $240,000 shortfall in the beginning balance.  Hare said they under-spent the total 

budget, but they thought they would under-spend more than they did.  They also counted on getting $270,000 more 

than they did in property tax revenues.  The combination of those totals led to the imbalance.  Discussion followed. 

 

Councilor Floyd Collins verified that the $500,000 from the Street Fund would be a transfer, not a loan.  Hare said that 

is correct.  Discussion followed about how transfers and loans have been used in the past.  Specifically Hare described 

the loan to the Building Fund and the fund has since recovered.  He said that Building Official Gary Stutzman is to be 

commended for stepping into a leadership role during that difficult time. 

 

Taylor reviewed alternative revenues ideas such as a 2% increase to privilege taxes; paying off the 2004 Revenue 

Obligation with settlement proceeds; and a 2% increase in the in-lieu-of franchise fees.  As to the privilege taxes, Hare 

said many other cities charge 7% to electricity franchises whereas Albany is currently at 5%; so we are at the lower 

level and there is no question we have the legal authority to increase that amount.  In early discussions with Pacific 

Power & Light they have indicated they would not oppose that measure.  With Northwest Natural Gas our authority is 

less clear, and we would likely end up in litigation if we tried.  Hare explained the Oregon statute limits the amount a 
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city can charge if the city doesn’t have a franchise agreement. Albany does have such an agreement, but it is unlikely 

Northwest Natural Gas will concede to increase the rate without litigation.   

 

Kellum has a problem with there being two kinds of energy that compete with each other, and the City taxing one at a 

rate that is 2% higher than the other.  He said if it is reasonable tax, then they should be taxed the same.  Hare said it is 

sometimes called a privilege tax; another term is “franchise fee.”  The utilities derive a benefit from the use of public 

right-of-way, which is a special benefit not everyone has.  They make money, so this is a trade off.  It is the payment of 

rent for use of public facilities.  Hare said it is one of the last revenue options to support ongoing services.  But, it 

would fall disproportionately on people because everyone needs power and some may not be able to afford the 

increase.  The business doesn’t really pay the tax, because they just pass it on to customers. 

 

Folden asked if neighboring cities have rates similar to ours.  Taylor said Albany is consistent with other cities and 

gave examples.  Hare said this was suggested to him by the electric company several years ago, when they told the 

City they could raise the franchise fee rate.  He said no because it is another tax passed onto the citizens.  Also, Hare 

thinks it should be a decision of the Council since it involves cutting services or raising revenues. 

 

Taylor explained that paying off the 2004 Revenue Obligation with settlement proceeds would save $200,000 a year, 

and $140,000 in future interest costs over the life of the loan.  It would allow a 1% reduction in the property tax that is 

given to Parks & Recreation without impacting service levels, since they would no longer be paying the debt.  Hare 

said, we looked at all our debt when we got the settlement money with an eye toward what could be paid off to save 

tax payer money; at that time there was really only one debt that qualified.  We ended up saving over $1 million in 

interest costs over the life of the bond.  The others didn’t yield enough savings to make much difference.  With this 

one, we are earning so little interest on the settlement money in the bank, that we could use it now towards this debt. 

 

Taylor said another alternative is to under-levy Central Albany Revitalization Area (CARA).  With the way that taxing 

jurisdictions overlap, an under-levy would yield about 33.23%, and the rest would be spread among the remaining 

taxing jurisdictions.  Other options are stopping contributions to the YMCA and Albany Boys and Girls Club, which 

would generate approximately $77,000; and a reallocation of the Transient Lodging Tax (TLT), which would generate 

approximately $575,000 and would still leave approximately $417,000 available for tourism and tourism-related 

facilities.  Taylor explained the current limits on TLT revenues based on the Oregon statute.  Discussion followed 

about tourism promotion. 

 

Councilor Ray Kopczynski asked, what is the mechanism for under-levying CARA and how does it relate to other 

CARA processes, especially if some of those other jurisdictions are asking us for CARA funding? Hare said we could 

not under-levy to the point where we could not meet our debt obligations; so the under-levy is only for the amount 

which exceeds obligations.   As to giving the money to other jurisdictions, those discussions pertained to TLT funds, 

not urban renewal.  The under-levy decision is made each year and only applies to that year.   

 

Collins asked what the current levy is.  Economic Development & Urban Renewal Director Kate Porsche said about 

$2 million, so to get a $500,000 net to come to Albany, we would under-levy by $1.5 million.  The next biggest piece, 

24%, would go to the state of Oregon for schools; and the remaining would be broken down proportionately to all 

taxing jurisdictions.  As to the notification process, Porsche said the City notifies the assessors after the end of the FY. 

 Hare said that all of these options have consequences, and most will be negative to someone.  These are things that are 

on the table for the Budget Committee to consider.  

 

Olsen asked, do we have to spend a certain amount of urban renewal money in a certain amount of time?  Porsche said 

the maximum indebtedness is $56 million and the plan estimates the urban renewal district will be complete in             

FY 2026-27.   However, that is merely an estimate; the urban renewal district is not done until that amount is 

borrowed and repaid.  To under-levy would postpone the borrowing and the repayment, so it would increase the 

amount of time to close out the district. 

 

Konopa said, we have had many complaints about the condition of the streets.  About ten years ago they had a street 

bond and were able to keep up with some of the collector streets, but there are a lot of local streets that need 

upgrading.  She doesn’t think they will find the revenue for it.  At a recent discussion with other Oregon Mayors, she 

was surprised by the number who were considering their own local gas tax.  She suggested the City of Albany consider 

it again.  It was considered in 1998 and there was opposition, so it was dropped, yet even a nickel tax at that time 
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could have made a big difference now.  She thinks it is a fair tax and she wants this added to the list as a revenue 

option. 

 

Collins asked staff to identify future alternatives, and he wants it to come back with what the impacts would be.  For 

example, for franchise fees and gas tax, he wants to know what other communities are doing.  That way the Budget 

Committee would have choices on the revenue side in addition to choices on the expenditure side, so they could begin 

to prioritize.  Discussion followed.  

 

Collins said they need to look at both sides of the equation: the expense and revenue sides and making priorities.  He 

said, we are caught in a dilemma, given the way Oregon governments are financed; and we are at the point where we 

have already picked the low-hanging fruit.  Now the choices are to decide what services to deliver and where to get the 

revenue required to support them.  He said, we have come to the edge and we will face some tough choices.   

 

Hare said staff has been straightforward each year with the budget.  The bottom line that they need to be concerned 

about as a City is the City’s financial rating, which is much like a credit rating.   He said, ours has been good, but it 

won’t stay good if we don’t make decisions.  He agreed that the days of taking the low-hanging fruit have passed.  He 

said, we do expect some growth, but he does not think it will be fast enough to solve the problem. 

 

Kopczynski said the Strategic Plan (SP) is what drives the whole process.  He asked how much that will be impacted 

by some of the budget decisions they are considering now.  Hare said that would be up to the Budget Committee, the 

Council, and the citizens.  The SP is reviewed by the Council and includes proposals by staff which reflect financial 

reality.   For example, they have taken things out of the SP that were no longer realistic and reduced some service level 

standards.  Hare described the importance of accreditations.  They want to achieve high standards that are measurable 

and independently verifiable. 

 

Kellum said that everything they do does not have the same value.  It would help for departments to come up with 

things that would hurt the least if they were cut.  Ultimately the governing body will make the choice, but he wants to 

get their opinion since they have the experience.  Hare said they have been forced to do that already.  Discussion 

followed.  He said, the tougher job is when you try to rate, or assign value, to functions.  Kellum said it is information 

they need to have.   

 

Kopczynski said he takes exception to Kellum’s idea.  He said they already have that information in the existing 

budget.  Discussion followed.  Hare said, one of the ways Albany has been different than other cities, is that we have 

consider the money available and tell the departments what they can have, rather than the departments telling us what 

they need or want, so it has forced choices to be made.  Kellum said, but it does not force choices for services, which is 

the job of the City Council. 

 

Collins said he understands there is a central authority that tells Directors what they have to live with; but he thinks the 

most important thing a Director does is to explain what they need in order to meet the objectives in the SP, and what 

the impacts will be if they cannot meet those objectives.  When he was a Director, he fought for what he thought he 

needed and he didn’t like being told how much money he had without being asked what the consequence would be.  

Hare said, when things get tight, you have to start focusing on how much do you have, and that is the technique they 

use.  Discussion followed.    

 

Councilor Bessie Johnson said that it was suggested previously to take everything off table and then start adding it 

back based on what is most important.  She asked if there are other cities doing that.  Hare said, it is called priority-

based budgeting, and we do most of what they say to do within our own process.  An element of priority-based 

budgeting is to assign values citywide, and they could do that as an option.  It will depend on what the Budget 

Committee and the Council want to do.  He said, staff can come back with concepts on how to do that within the SP 

structure. 

 

Olsen said the Swanson Pool was opened because a large numbers of kids were drowning in the river.  He said it 

would be interesting to look at those statistics.  He thinks pools are valuable. Discussion followed about the pools, 

their costs, their net recovery rates, and their draw for tourists.  

 

Konopa commended the Fire Department for their life jacket loan program.  Staff said the Kiwanis and the community 
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also help to support that program.   

  

Hare said that in January they will have current financial statistics and recommendations on how to build the budget 

and assumptions. The policy decisions will fall on the Council, so he encouraged the Budget Committee to share what 

they think. 

 

OTHER BUSINESS 

 

Taylor said if the Committee has questions or ideas to add to the list, to please contact him. 

 

ADJOURNMENT 

 

Hearing no further business, Folden adjourned the meeting at 8:25 p.m. 

 

 

Submitted by,       Reviewed by, 

 

 

 

Mary Dibble, MMC      Stewart Taylor 

City Clerk       Finance Director 

 

 

 

 

 


