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Budget Committee 
 

City Council Members: 
Keith Swigart, Mayor 

Elizabeth Klein, Council President 

Leota Childress 

Jody Newland 

DeLise Palumbo 

Terry Shankle 

Vacant 

 

 

Citizen Members: 
Glen Boreth 

Michelle Carter 

Rory Cramer 

Mitch Jorgensen 

Vacant 1 

Vacant 2 

Vacant 3 

 

 

Staff: 
Dan Huff, City Manager 

Chaunee Seifried, Finance Director 

Cindy Chauran, Senior Accountant 

Kelly Richardson, City Recorder 

Frank Schoenfeld, Chief of Police 

Gerald Fisher, Public Works Director 

Diana Hadley, Library Director 
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About Molalla 

 
History 

Molalla was incorporated in 1913. That year became a 

year of “firsts” for Molalla.  It welcomed the first steam 

train, the first Molalla Buckeroo Rodeo, the first bank, 

the first locally published weekly newspaper, and the 

incorporation of the City.  Over time, timber production 

became the community’s largest commodity.  At one 

point, five saw mills were present. Molalla was a true 

timber town.  Timber remained the mainstay of the community’s economy until the 1980s.  

 

Prior to the first settlers arriving, the area was populated by the Molalla Indians.  Descendants of the 

Molalla’s are now part of the Confederated Tribes of Grande Ronde. However, their presence and 

heritage exists today throughout our community. Efforts of the City of Molalla, Molalla River School 

District and non-profits have worked hard to bring healing and a more prominent Tribal presence back 

to the Molalla area.  

 

Seeking fertile soils, ample water and rich grasses, pioneers were attracted to the Willamette Valley and 

Molalla.  The community grew around the crossing of two Indian trails. William Russell filed the first 

land claim in the area in 1840.  In 1850, a post office opened and the community began growing. By 

1856, the first schools opened and the town had become a thriving timber, agricultural, and trade 

center.  The year 1857 brought the first general store.  

 

Today, Molalla is a community of 9,610 residents where citizens, business, and City government work 

together to ensure the community retains its hometown identity, livability, and natural beauty.  

Molalla’s rich past and beautiful setting is still reflected today in our commitment to our quality of life. 

  

Location 

Molalla is part of the Mt. Hood Territory located at the foothills of the Cascade Range, near the Mount 

Hood National Forest, 15 miles south of Oregon City, and 13 miles east of Interstate 5. The City of 

Molalla is surrounded by the Molalla River Corridor, rich agriculture, ranches, and rural residential 

development. 

  

City of Molalla Government 

The City of Molalla maintains all authority granted to municipal corporations under Oregon State 

Statute, including the authority to issue debt, levy taxes on real property within its boundaries; and 

extend its corporate city limits be annexation.   

 

The City provides a full range of services: law enforcement; public library; street operation and 

maintenance; parks; treatment and distribution of municipal water; collection and treatment of 

wastewater; storm water collection; current and long-range planning; finance and administration; 

urban renewal district and enterprise zone.  
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Budget Calendar 
 

The process followed in the preparation of this budget complies with the Local Budget Law established 

by the State of Oregon (ORS Chapter 294).  The process and calendar of event leading up to the 

adoption of this budget are as follows.   

January 09, 2019 Appoint Budget Officer by Resolution (ORS.294.331) 
January, 2019   Budget worksheets delivered to departments. 
March 15, 2019  Department Heads submit final proposed budgets to Budget Officer. 
April,  2019  Budget 101 Presentation (if needed) 
April 12, 2019  Budget Officer/Finance - Final Budget Worksheets. 
April 18, 2019  Publish Notice of 1st Budget Meeting (ORS.291.401) to include Shared 
   Revenue hearing and Public Comment.  Post on Website. 
May 02, 2019  Budget Committee Meeting #1 (Thursday) 
   Additional Budget Committee Meetings (Will decide May 2nd if needed) 
   Budget Committee approves and forwards to City Council (ORS.406) 
June 05, 2019  Publish Notice of Budget LB/UR Forms (ORS.294.421) 
June 12, 2019  Budget Hearing before City Council (ORS 294.430) 
July 15, 2019  Submit tax certification document to County Assessor (ORS 294.555) 
 
TO ALL:  Budget committee has openings for the citizen committee.  If interested 
  please contact the City Recorder.   
    

 

January
• Appoint Budget Officer

February
• Department Heads draft budgets

March
• Budgets Presented to Budget Officer for approval

April
• Proposed budget document drafted & finalized

May
• Budget committee deliberations, Budget approved

June
• City Council deliberations, budget adopted
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Budgeting in the City of Molalla 

 

The City of Molalla prepares and adopts a budget in accordance with its city charter and ORS 

294.305 through 294.565.  The budget is presented in fund and department categories.  Over-

expenditures in any category are prohibited and unexpended budget appropriations lapse at the 

fiscal year’s end. 

  

Under the city’s expenditure limitation, total expenditures cannot exceed the final 

appropriation once the budget is adopted.  The budget can only be amended during the fiscal 

year through adoption of a supplemental budget.  Supplemental budgets over 10% are adopted 

through the same process used for the regular budget, including the public hearings, and shall 

not extend beyond the end of the fiscal year during which they are submitted. 

  

Supplemental budgets cannot be used to authorize a tax levy.  Typically, the city has enough 

flexibility to carry out the programs prescribed in its adopted budget.  During times when an 

adopted budget has no authority to make certain expenditures or when revenues are received 

for which the city had no prior knowledge, it is possible to use a supplemental budget in the 

current fiscal year. 

 

City of Molalla Budget Committee 

The Molalla Budget Committee consists of the city council plus an equal number of citizen 

members approved and appointed by the city council.  State law, ORS 294.336, mandates a 

budget committee for all Oregon local governments. 

 

Budgeting in the State of Oregon 

Chapter 294.311 paragraph 5 of Oregon State Law defines a budget as: 
 

 A plan of financial operation embodying an estimate of expenditures for a given period 

or purpose and the proposed means of financing the estimated expenditures.  
 

 

Local Budget Law 

Local budget law for local government is set out in ORS 294.305 to 294.565. Chapter 294.321 

defines the six major purposes of local budget law: 

1. To establish standard procedures for preparation, presentation, administration, and 

appraisal of municipal corporations; 

2. To provide a brief description of the programs of a municipal corporation and the fiscal  

 policy which is to accomplish these programs; 

3. To provide for estimation of revenues, expenditures and proposed taxes; 

4. To provide specific methods for obtaining public views in the preparation of fiscal policy; 

5. To provide for the control of revenues, and expenditures for the promotion of efficiency 
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and economy in the expenditure of public funds; 

6. To enable the public, taxpayers and investors to be apprised of the financial policies and 

 administration of the municipal corporation in which they are interested. 

Local governments in Oregon operate on a fiscal year which begins July 1st and ends the 

following June 

30th. Budgeting requires local governments to evaluate plans and priorities with regard 

to the financial resources available to meet those needs.  In Oregon, a budget is 

necessary to justify the need for a given tax rate and amount of property taxes. 

 

Basis of Accounting 

All funds are budgeted using the modified accrual basis of accounting in accordance with 

budgetary 

accounting practices.  Subsection 24 of ORS Chapter 294.311 defines the modified accrual basis 

of accounting as: 

“…Under this basis of accounting, revenues and other financial resource increments, such 

as bond proceeds, are recognized when they become susceptible to accrual, that is, when 

they become both measurable and available to finance expenditures in the current 

period. 

 (b) As used in this subsection, “available” means collectable in the current period or soon 

 enough thereafter to be used to pay liabilities of the current period.  Under this basis of 

 accounting, expenditures are recognized when the fund liability is incurred except for: 

(A) Inventories of material and supplies that may be considered expenditures either 

 when purchased or when used; and 

(B) Prepaid insurance and similar items that may be considered expenditures either when 

 paid for or when consumed.  

 

This means revenues are recognized when they become measurable and available.  

“Measurable” means the dollar value of the revenue is known.  “Available” means it is 

collectible within the current period, or soon enough after the end of the current period, to pay 

off liabilities of the current period.  Significant revenues are considered to be measurable and 

available under the modified accrual basis of accounting are property taxes and franchise fees.   

Expenditures are recognized when the liability is incurred, except for interest on general long-

term obligations which is recorded when due. 

 

Basis of Budgeting 

All of the funds are budgeted using the modified accrual basis of accounting practices.  In 

modified accrual, revenues are recognized when they become measurable and available.  

“Measurable” means that the dollar value of the revenue is known.  “Available” means it is 

collectible within the current period, or soon enough after the end of the current period, to pay 

off liabilities of the current period. 

 Significant revenues that are considered to be measurable and available under the modified 
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accrual basis of accounting are property taxes, franchise fees, and assessment lien installments 

received within approximately 60 days of the end of the fiscal year.  Expenditures are recognized 

when the liability is incurred, except for interest on general long-term obligations which is 

recorded when due. 

 

 

Budgetary goals:      

Budget Contingency Plan 

The purpose of the Budget Contingency Plan is to establish a guideline and general approach to 

respond to adverse financial and economic conditions which could negatively impact the City of 

Molalla’s fiscal health.  The plan establishes a foundation of principles and goals upon which 

budgetary decisions will be based.  The plan will create a proactive systematic response to 

adverse fiscal conditions, as opposed to reactionary decision-making that could have long-term 

negative impacts to the organization.  While the plan is primarily focused on the General Fund, 

it also applies to all City funds as fiscal constraints are presented in these funds as well. 

  

Principles & Goals 

The guiding principles behind the plan include the continued ability to achieve the City’s mission 

to protect and enhance our community’s quality of life for present and future generations.  It is 

achieved through careful planning, fiscal responsibility, and continuous improvement.  In 

addition, the City will strive to continue providing a balance of services within its fiscal ability.  

The primary goals of the plan are as follows: 

• Maintain a balanced budget—primarily the General Fund 

• Preserve the City’s core services 

• Retain the City’s organizational infrastructure and ensure that appropriate internal 

review functions remain in force 

 

Plan Trigger 

Implementation of this plan will be predicated on one or more of the “triggers” outlined below: 

1.  Any adverse fiscal circumstances as determined by the City Manager, such as:  

• Natural or human-made disasters 

• Large, unexpected costs 

Goal Setting - Plan for 
future.

Accuracy in current year 
estimates, prudent 

financial forecasting.

Incorporate City Council 
goals into budget and 

planning.

Transparent budget 
processes - encourage 

public participation

Fiscal responsibility all 
year.
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• Economic downturns 

2. Whenever there are two consecutive quarters of adverse fiscal results in the top four 

revenues.  Adverse results may include actual declines in revenues and/or significant 

variances from projected revenues.  The top four revenues include: 

• Property Tax 

• Utility User Fee 

• Franchise Fee 

• County Funds 

 Declines in revenues will be analyzed in conjunction with expenditure trends in order to 

consider the net impact to fund balance.  To the extent expenditure savings offset declines in 

revenue, reduction measures will not be implemented. 

 

KEY ELEMENTS 

There are four key elements to this plan: 

1. Utilize Reserve Funds 

Depending on the type of fiscal constraint, it may be more prudent to utilize a portion of 

reserve funds, rather than affect the operations of the City.  In the following example, 

reserve funds would be utilized up to the level of availability: 

A. Natural or human made disasters—In the event Emergency Reserves are 

utilized, the City will strive to maintain the desired operating reserve.  

 

2. Provide ongoing Monitoring of City’s Fiscal Health 

In an effort to keep Council, employees, and the community apprised of the City’s fiscal  

 situation, the Finance Director will provide ongoing analysis, reporting and monitoring 

on a quarterly basis or more frequently if the need arises.  In addition, the Council will be 

presented with the City’s audited financial statements in accordance with generally 

accepted accounting principles on an annual basis. 

 

3. Assess the Type of Fiscal Challenge 

The type of duration of the fiscal impact will determine how best to respond to the 

situation.  Different challenges call for different strategies.   

A.  One-Time Events:  One-time event that is not likely to continue indefinitely.  

“One-time” fixes are an appropriate response for “one-time” problems.  

Examples of “one-time” fixes include the use of inter-fund transfer or 

borrowing of funds, deferred funding, or replacement equipment for delays 

in capital projects. 

B.  Ongoing Challenges:  Ongoing downturn in revenues or ongoing increases in 

costs.  In the case of ongoing challenges, “one-time” fixes will not be 

sustainable.  A structural imbalance requires new ongoing revenues or 

ongoing expenditure reductions. 
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4. Identify Options 

 In the long-term, there are only two basic budget-balancing options: 

A. Increase Revenue 

B. Reduce Expenditure (and related service levels) in the short-term.  Use of 

fund balances is an option, but it is not a viable long-term solution.  An 

exception is the strategic use of fund balances that reduces future year 

operating costs or increases ongoing revenues. 

 

General Strategy 

Department Heads are responsible for crafting expenditure reduction options that:  

1. Are realistic and ongoing 

2. Reflect the least service impacts to the community 

3. Are within the City’s ability to do independently – no speculative reductions contingent 

upon actions by others 

4. Can be implemented within three months after adoption 

5. Maintain essential facilities, infrastructure, and equipment at reasonable levels 

6. Reflect participation from throughout the organization 

 

Key Principles in Preparing Operating Expenditure Reduction Measures 

1. Reduction measures will be based on service priorities  

A. Reallocating existing staff resources, when possible, to provide flexibility in 

meeting service demands while mitigating the need for lay-offs. 

2. Any service reductions will be balanced and ensure that highest priority services are    

retained 

A. Focus will be on retaining core services and reducing services with the least 

impact on the community. 

3. Preserve organizational infrastructure and ensure that appropriate and necessary 

internal review functions remain. 

4. Ensuring the City’s ability to respond to an economic rebound by maintaining core 

staffing levels across all functions. 

 

Legislative Advocacy  

Depending on the reason for the adverse circumstances (and especially if they are driven by 

state or federal budget actions), the City will work closely with its elected representatives and 

others (such as the League of Oregon Cities) in mitigating service (and related cost) reductions. 

Heads will encourage employee participation and involvement in preparing expenditure 

reduction 

Employee Involvement 

Department Heads will encourage employee participation and involvement in preparing 

expenditure reduction options.  The City will strive to identify potential position reductions 
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resulting from this plan as soon as practical before implementation in order to: 

1. Communicate with affected employees regarding their employment outlook 

2. Allow affected employees a reasonable amount of time to make other plans 

    

There are downsides to this approach, and many organizations consciously keep force reduction 

actions under wraps as long as possible because of them.  However, the City believes treating 

employees with respect means informing them about City plans affecting them as soon as 

possible. 

  

Finalize and Implement Action Plan  

1. With advice from Department Heads, the City Manager is responsible for preparing the 

recommended action plan 

2. Council approval is required for implementation 

3. Finance will closely monitor results of the action plan in achieving its goal and will 

quickly  
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SUMMARY & 

GRAPHS 
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Financial Analysis 

The proposed budget for FY 2019/2020 for the City of Molalla has been prepared in accordance 
with Oregon budget law and generally accepted accounting principles.  This is a lean budget 
with continued focus on expenditure controls, building working capital, contingencies, and 
reserves, and focus on capital improvements to City infrastructure.   

Fund Descriptions 

The financial structure of the City is organized and operated on the basis of fund accounting.  
There are both federal and state requirements for local governments to budget by fund as a 
means of maintaining records for resources which are designated to carry out specific activities 
or meet particular objectives.  Oregon Administrative Rules define a fund as “a fiscal and 
accounting entity with self-balancing accounts to record cash and other financial resources, 
related liabilities, balances and changes, all segregated for specific, regulated activities and 
objectives with special regulations, restrictions, or limitations.” 

The City must prepare an itemized balanced budget for each fund. Each fund contains 
appropriations, which provide the local government with legal spending authority throughout 
the fiscal year.  Throughout all funds, appropriations are established at the object classification 
level (personnel services, materials and services, capital outlay, debt service, transfers, 
operating contingency, reserves, and ending fund balance). 

Government Funds   

Government funds house most of the City’s functions and include the General Fund, Special 
Revenue Funds, and Debt Service Funds. 

 
➢ GENERAL FUND – Money should be accounted for in the general fund unless there is a 

compelling reason to report them in some other fund type. 
• Administration  
• Police  
• Municipal Court 
• City Council 
•  Parks 
• Planning 
 

➢ SPECIAL REVENUE – accounts for money that is earmarked for a specific purpose.  For 
example, gas tax or special district revenue.  

• Library Fund 
• Street Fund 
• Police Restricted 
• Capital Projects 
• Fleet Reserve 
• Transportation SDC’s 
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• Parks SDC’s 

➢ DEBT SERVICE FUNDS - The City maintains a dedicated fund for repayment of long-term 
debt including voter approved general obligation bonds, special revenue bonds, and 
Clear Water State Revolving Fund (CWSRF) debt. 

• Sewer Debt Retirement (Revenue Bond) 
• Clean Water State Revolving Fund (CWSRF) 

 
➢ Bonded Debt, Utility Deposit, and Water Debt Retirement (Inactive Funds). 
➢ SDC Fund – (The City collects systems development charges for streets, water, sewer, 

storm water, and parks). 
 

➢ ENTERPRISE (or Proprietary) FUNDS – Governments often levy user charges for certain 
types of services.  These funds record the resources and expenses of acquiring, 
operating, and maintaining a self-supporting facility or service.   

• Water Fund 
• Wastewater Fund 
• Storm Water Fund  

CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 22 of 111



CITY OF MOLALLA 

POPULATION GROWTH 

 
PROPERTY TAX GROWTH 
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FUND BALANCE 

GENERAL FUND 

 
 

ALL FUNDS  
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GENERAL FUND 
…WHERE THE MONEY COMES FROM  

  

 

…WHERE THE MONEY GOES   
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REQUIREMENTS 
BY CATEGORY – GENERAL FUND 

 

ONGOING REVENUE VS ONGOING EXPENSES 

– GENERAL FUND 

 

CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 26 of 111



SALARIES & BENEFITS 

– ALL FUNDS 
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BUDGET     

DETAILS 
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SDC 

FUNDS 
 

CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 62 of 111



CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 63 of 111



CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 64 of 111



CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 65 of 111



CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 66 of 111



CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 67 of 111



CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 68 of 111



CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 69 of 111



 

DEBT 

SERVICE 

FUNDS 
 

 
 

 

 

 

 

 

 

CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 70 of 111



CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 71 of 111



CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 72 of 111



CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 73 of 111



CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 74 of 111



 

INACTIVE 

FUNDS 
 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 75 of 111



CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 76 of 111



CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 77 of 111



CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 78 of 111



CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 79 of 111



URBAN       

RENEWAL 

CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 80 of 111



 

URBAN 

RENEWAL 

AGENCY 

FUNDS 
 

 

 

 

 
 

CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 81 of 111



CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 82 of 111



CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 83 of 111



CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 84 of 111



CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 85 of 111



APPENDIX 

CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 86 of 111



CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 87 of 111



CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 88 of 111



CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 89 of 111



CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 90 of 111



CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 91 of 111



CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 92 of 111



CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 93 of 111



CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 94 of 111



CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 95 of 111



CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 96 of 111



CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 97 of 111



CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 98 of 111



Appendix - Financial Policies 
 

Financial Goals 

The City of Molalla’s financial goals seek to: 

• Ensure the financial integrity of the City 

• Improve financial information for decision makers at all levels 

• Assist policy makers as they contemplate decisions affecting the City on a long-term basis, 

and be a manager as they implement policy on a day-to-day basis 

 

Financial Objectives 

The City of Molalla’s fiscal policies address the following major areas: 

1.    Revenue policy - Addresses property taxes, user charges, and other sources to adequately fund 

 desired services  

2. Operating budget policy - Relating to budgeting guidelines 

3. Accounting policy - Relating to reporting financial transactions and preparing financial reports 

4. Debt policy - Dealing with long-term financing of the City’s capital needs and its bond rating 

5. Reserve policy - For establishing reserves and contingency funding as needed for the various 

 activities of the City 

6. Management of fiscal policy - Dealing with approval, recommendation, review, and 

 implementation of policies including monitoring compliance 

  

Long-Term Financial Policies 

The City of Molalla’s long-term financial policies are as follows: 

  

1.  REVENUE MANAGEMENT POLICY 

A. General Guidelines 

 1.  Dedicated revenue sources shall be used only for the purposes for which funds are being          

 collected.  For example: gasoline tax revenue shall be used only for street maintenance, 

 improvements and operations. 

 2.  One time revenue sources will not be used to fund ongoing operations of the City. 

 3.  The City will closely manage the collection of its revenues.  In the event of non-payment of        

 obligations such as utility bills, the City shall discontinue service using collection agencies, liens, 

 and other methods of collection as necessary. 

 

B. System Development Charges, User Fees and Other Charges 

 1.  General: 

 System Development Charges (SDCs) are levied on new developments to finance capacity 

 improvements to sewer, water, streets, storm drainage, and parks due to growth.  System 

 Development Charges may be a reimbursement fee, an improvement fee, or a combination 

 thereof assessed or completed at the time of increased usage of a capital improvement or 

 issuance of a development permit/building permit in connection to the capital improvement.    

   

 To the extent practical, the City of Molalla will use SDCs to pay for additional service capacity 

 rather than levying taxes and/or imposing service charges on all city residents.  As a result, 
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 SDCs have been established that reflect the costs of providing roads, storm drains, water, sewer, 

 and parks improvements needed to service demands of the growing community. 

 2.  Fee Increases/Reviews: 

 Fees and charges should be reviewed on an annual basis to determine whether the fees being 

 charged are adequate to cover the entire cost (operating, direct, indirect, and capital) of 

 providing the service.  Before fees and charges are adjusted, the City shall consider rates 

 assessed by comparable cities. 

 

C. Utility Rates 

 1.  Charges for providing water, sewer, and street lighting shall be sufficient to finance all 

 operating, capital outlay, and debt service expenses of the City’s enterprise funds, including 

 operating contingency and reserve requirements.  Projects funded with SDCs and general 

 obligation bonds shall be excluded from this requirement.  It is the City’s position that if a 

 system’s capacity needs to be expanded as a result of growth, the cost of the expansion should 

 be borne by those causing the growth.  On an annual basis, the City shall review and, if 

 necessary, revise the rates it charges to its utility customers. 

 

D.   Interest Income 

 1.  Interest earned from the investment of City money shall be distributed to the appropriate 

 fund in accordance with the equity balance of the particular fund from which the money was 

 provided for investment. 

  

2.   OPERATING BUDGET POLICY 

A.  Compliance with Local Budget Law 

 The City shall prepare, present, adopt, and amend its annual operating budget in accordance 

 with Oregon Budget Law. 

 

B.   Budgetary Control System 

 1. The City shall maintain a budget system to monitor expenditures and revenues on a monthly 

 basis, with a thorough analysis and adjustment (if required). 

 2. The City shall not adopt an operating budget that is greater than the amount of resources 

 available to fund it.  Current operating resources will be sufficient to support current operating 

 expenditures, reimbursement transfers, reserves, and contingencies. 

 3. Long-term debt or bond financing shall only be used for the acquisition of capital facilities or 

 specialized equipment.  Long-term debt or bond financing shall not be used to finance current 

 operating expenditures. 

  

3.   ACCOUNTING POLICY 

A.  Maintenance of Accounting Records 

The City shall establish and maintain its accounting systems according to Generally Accepted 

Accounting Practices (GAAP) and shall adhere to generally accepted accounting principles and  

standards promulgated by the Government Finance Officers Association (GFOA), Government 

Accounting Standards Board (GASB) and the Financial Accounting Standards Board (FASB). 

  

B.  External Audit 
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 1. An annual audit shall be performed by an independent public accounting firm, which will 

issue an official opinion on the annual financial statement, along with a management letter 

identifying as needing improvement, if appropriate. 

2. Full disclosure of the City’s financial condition shall be provided in the financial statements 

and bond representations. 

 

C.  Financial Reporting 

1. A Comprehensive Annual Financial Report (CAFR) shall be submitted to present the results, 

financial position, and operations of the City for the prior fiscal year. 

2. Quarterly budget reports showing the current status of revenues and expenditures shall be 

prepared and distributed to appropriate legislative, staff, and management personnel in a 

timely manner and made available for public inspection. 

 

4.   DEBT SERVICE 

A. Uses of Debt  

 Debt shall not be used for operating purposes.  No debt shall be in existence for longer than the 

 useful life of the capital investment for which the debt was incurred. 

 

B. Debt Margins  

 The City shall ensure that its debt margins are within the 3% true cash value limitation as 

 set forth in ORS 287.004. 

 

C. Financing Alternatives  

 The City will examine all financial alternatives in addition to long-term debt.  These alternatives 

 will include pay-as-you-go, reserve funds, lease-to-purchase, local improvement districts, 

 borrowing from other funds, and system development charges.  Before a decision is made, a 

 cost benefit analysis will be performed for each alternative being considered with the goal of 

 minimizing the cost of the financing to the City.  All financial analysis shall be reviewed by the 

 finance director prior to any final decision. 

  

5. RESERVE POLICY 

A. Budget Contingency Plan  

The City shall maintain a contingency plan in order to respond to significant shortfalls within the 

City’s budget.  The plan shall outline an appropriate course of action that management should 

consider in response to significant gaps between revenues and expenditures.   

 

B. Minimum Fund Balances (Reserves)  

The City’s goal shall be to maintain a non-appropriated fund balance in the general fund of at 

least 5% of the annual operating expenditures.  This goal will also apply to the City’s other 

operating funds.  The reserve shall be used to avoid cash flow interruptions, generate interest 

income, and reduce the need for any short-term borrowing. 

C. Operating Contingency  

The City shall attempt to establish an operating contingency that will be used to provide for 

unanticipated expenditures of a non-recurring nature or to meet unexpected increases in 

service delivery costs.  This contingency budget shall be at least 5% of each fund’s original 

CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 101 of 111



budget estimate for the fiscal year.  This policy does not apply to debt service, trust, capital 

projects, and temporary or certain special purpose funds. 

  

6. MANAGEMENT OF FISCAL POLICIES   

1. Fiscal policies and changes in policies shall be approved by the City Council and adopted by 

resolution at a public hearing. 

2. The City Manager shall recommend fiscal policy and changes in policy to the City Council.   

3. The City Manager shall prepare a report explaining the substantive impact of all 

recommendations and their impact on the City’s operations, service levels, and/or finances. 

4.  The City Manager shall implement fiscal policies and monitor compliance. 

5.  If the City Manager discovers a material deviation from policy, he/she shall inform the City 

Council in a timely manner. 

 6.  As a part of the City’s annual budget document, the City Manager’s budget message shall 

 identify:  

  (a) all major changes in policy since the previous budget year;  

  (b) any material variations from policy in the ensuing year’s budget; 

            (c) any deviation from established policies in the previous fiscal year. 
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Appendix - Acronyms 
    
AED  Automated External Defibrillator   
AV  Assessed Value    
BLM  Bureau of Land Management   
CAFR  Comprehensive Annual Financial Report  
CIP  Capital Improvement Projects   
CPI  Consumer Price Index    
CWSRF  Clean Water State Revolving Loan Fund  
DEQ  Department of Environmental Quality   
DHS  Department of Human Services   
DMV  Department of Motor Vehicles   
FASB  Financial Accounting Standards Board   
FTE  Full Time Employee    
FY  Fiscal Year     
GAAP  Generally Accepted Accounting Practices  
GASB  Government Accounting Standards Board  
GFOA  Government Finance Officers Association  
LEDS  Law Enforcement Data System   
LOC  League of Oregon Cities    
MAC  Molalla Aquatic Center    
MCC  Molalla Communications Company   
OACA  Oregon Association of Court Administrators  
OAMR  Oregon Association of Municipal Recorders  
ODOT  Oregon Department of Transportation   
OSHA  Oregon Safety & Health Association   
OSP  Oregon State Police    
PERS  Public Employees Retirement System   
PGE  Portland General Electric    
SAIF  State Accident Insurance Fund   
SDC'S  System Development Charges   
STP  Surface Transportation Program   
TAP  Tourism Action Plan    
TEAM  Team for Economic Action in Molalla   
UPS  United Parcel Service    
UR  Urban Reserve    
URA  Urban Reserve Area    
W & S  Weed & Seed    
WTP  Water Treatment Plant    
WWTP  Wastewater Treatment Plan 
  
 
 
 

 

CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 103 of 111



Appendix - Glossary 
 

Accrual basis. Method of accounting recognizing transactions when they occur without regard to cash 

flow timing [ORS 294.311(1)]. 

  

Activity. That portion of the work of an organizational unit relating to a specific function or class of 

functions, a project or program, a subproject or subprogram, or any convenient division of these.   

[ORS 294.311(2)]. 

  

Adopted budget. Financial plan that is the basis for appropriations. Adopted by the governing body 

[ORS 294.435]. 

  

Ad valorem tax. A property tax computed as a percentage of the assessed value of taxable property. 

  

Agent. Generally, someone who is authorized to act for the local government, or who can make 

commitments or sign contracts in the name of the local government. Agency is the fiduciary 

relationship that arises when one person (a ‘principal’) manifests assent to another person (an ‘agent’) 

that the agent shall act on the principal’s behalf and be subject to the principal’s control, and the agent 

manifests assent or otherwise consents so to act. 

  

Appropriation. Authorization for spending a specific amount of money for a specific purpose during a 

fiscal year. It is based on the adopted budget, including supplemental budgets, if any. It is presented in 

a resolution or ordinance adopted by the governing body [ORS 294.311(3)]. 

  

Approved budget. The budget which has been approved by the budget committee. The data from the 

approved budget is published in the Financial Summary before the budget hearing [ORS 294.406]. 

  

Assessed value. The value set on real and personal property as a basis for imposing taxes. It is the 

lesser of the property’s maximum assessed value or real market value. 

  

Assessment date. The date on which the value of property is set, January 1 [ORS 308.210, 308.250]. 

  

Audit. The annual review and appraisal of a municipal corporation’s accounts and fiscal affairs 

conducted by an accountant under contract or the Secretary of State [ORS 297.425]. 

  

Audit report. A report in a form prescribed by the Secretary of State made by an auditor expressing an 

opinion about the propriety of a local government’s financial statements, and compliance with 

requirements, orders, and regulations 

  

Balanced budget. A budget in which the resources equal the requirements in every fund. 

  

Bequest. A gift by will of personal property; a legacy. 

  

Biennial budget. A budget for a 24-month period. 

 

CITY OF MOLALLA, OREGON ADOPTED BUDGET FY 2019/2020

Page 104 of 111



Billing rate. The tax rate used to compute ad valorem taxes for each property 

 

Budget. Written report showing the local government’s comprehensive financial plan for one fiscal 

year. It must include a balanced statement of actual revenues and expenditures during each of the last 

two years and estimated revenues and expenditures for the current and upcoming year [ORS 

294.311(5)]. 

  

Budget committee. Fiscal planning board of a local government, consisting of the governing body plus 

an equal number of legal voters appointed from the district [ORS 294.336]. 

  

Budget message. Written explanation of the budget and the local government’s financial priorities. It is 

prepared and presented by the executive officer or chairperson of the governing body [ORS 294.391]. 

  

Budget officer. Person appointed by the governing body to assemble budget material and information 

and to physically prepare the proposed budget [ORS 294.331]. 

  

Budget period. For local governments on a biennial budget, the 24-month period beginning July 1 and 

ending June 30 of the second following calendar year. See also “Fiscal year.” 

  

Budget transfers. Amounts moved from one fund to finance activities in another fund. They are shown 

as expenditures in the originating fund and revenues in the receiving fund. 

  

Capital outlay. Items which generally have a useful life of one or more years, such as machinery, land, 

furniture, equipment, or buildings [ORS 294.352 (6)]. 

 

Capital projects fund. A fund used to account for resources, such as bond sale proceeds, to be used for 

major capital item purchase or construction [OAR 150-294.352 (1)]. 

  

Cash basis. System of accounting under which revenues are accounted for only when received in cash 

and expenditures are accounted for only when paid [ORS 294.311 (9)]. 

  

Category of limitation. The three categories in which taxes on property are placed before the 

constitutional limits can be tested—education, general government, excluded from limitation [ORS 

310.150]. 

  

Consolidated billing tax rate. The combined total of the billing rates for all taxing Districts in a code 

area. Does not include the billing rate for any urban renewal special levies or non-ad valorem taxes, 

fees, or other charges. 

  

Constitutional limits. The maximum amount of tax on property that can be collected from an 

individual property in each category of limitation (Art. XI, sect. 11b, OR Const.). 

 

Debt service fund. A fund established to account for payment of general long-term debt principal and   

interest [OAR 150-294.352 (1)]. 
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Devise. A gift by will of the donor of real property. 

 

District. See “Local government.” 

 

Division of tax. Division of tax refers to the process of, and revenue from, apportioning tax to urban 

renewal agencies based on the relationship of the excess to frozen value, a.k.a. tax increment revenue. 

 

Double majority. A term that refers to an election where at least 50 percent of the registered voters 

eligible to vote in the election cast a ballot and more than 50 percent voting approve the question. 

 

Education category. The category for taxes that will be used to support the public school system and 

are not used to pay exempt bonded indebtedness [ORS 310.150(2)]. 

  

Encumbrance. An obligation chargeable to an appropriation and for which part of the appropriation is 

reserved [ORS 294.311(10)]. 

  

Enterprise fund. A fund established to account for operations financed and operated in a manner 

similar to private business enterprises. They are usually self-supporting. Examples of enterprise funds 

are those for water, gas, and electric utilities, swimming pools, airports, parking garages, transit 

systems, and ports [OAR 150-294.352(1)]. 

  

Estimate. (v) To arrive at a rough calculation or an opinion formed from imperfect data. (n) The 

resulting amount. 

  

Excluded from limitation category. The category for taxes used to pay principal and interest on 

exempt bonded indebtedness [ORS 310.150(2)]. 

  

Exempt bonded indebtedness. 1) Bonded indebtedness authorized by a specific provision of the 

Oregon Constitution, or 2) bonded indebtedness issued as a general obligation on or before November 

6, 1990, incurred for capital construction or capital improvements, or 3) bonded indebtedness issued 

as a general obligation after November 6, 1990, incurred for capital construction or capital 

improvements with the approval of the electors of the local government.  Bonded indebtedness issued 

to refund or refinance any bonded indebtedness described above is also included [ORS 310.140(7)]. 

  

Existing plan. An existing urban renewal plan is defined as a plan that existed in December 1996 and 1) 

chose an option and 2) established a maximum amount of indebtedness by July 1998 and has not been 

amended to increase the land area or maximum indebtedness [ORS 457.101(4) (a)]. 

 

Expenditures. Total amount incurred if accounts are kept on an accrual basis; total amount paid if 

accounts are kept on a cash basis [ORS 294.311(16)]. 

  

Fiscal year. A 12-month period to which the annual operating budget applies. The fiscal year is July 1 

through June 30 for local governments [ORS 294.311(17)]. 

  

Fund. A fiscal and accounting entity with self-balancing accounts to record cash and other financial 
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resources, related liabilities, balances, and changes, all segregated for specific, regulated activities and 

objectives. 

 

Fund balance. The fund equity of government funds. 

 

Fund type. One of nine fund types: General, special revenue, debt service, capital projects, special 

assessment, enterprise, internal service, trust and agency, and reserve [OAR 150-294.352 (1) and ORS 

280.100]. 

 

Gap bonds. Any portion of a local government’s property tax levy used to repay qualified taxing district 

obligations. This portion was exempted from the calculation of the permanent rate limit. When the 

debt is paid, the permanent rate is adjusted.   Qualified obligations include principal and interest on 

certain bonds or formal, written borrowings of moneys issued before December 5, 1996, and pension 

and disability plan obligations that commit property taxes to fulfill those obligations. 

  

General fund. A fund used to account for most fiscal activities except for those activities required to be 

accounted for in another fund [OAR 150-294.352 (1)]. 

  

General government category. The category for taxes used to support general government operations 

other than schools that are not for the purposes of paying exempt bonded indebtedness [ORS 

310.150(1)]. 

  

Good Faith. The standard for estimating budget resources and requirements. Good faith estimates are 

reasonable and are reasonably likely to prove accurate, based on the known facts at the time. 

  

Governing body. County court, board of commissioners, city council, school board, board of trustees, 

board of directors, or other managing board of a local government unit [ORS 294.311(15)]. 

  

Grant. A donation or contribution in cash by one governmental unit to another unit which may be 

made to support a specified purpose or function, or general purpose [ORS 294.311(19)]. 

  

Inter-fund loans. Loans made by one fund to another and authorized by resolution or ordinance 

(ORS 294.460). 

  

Internal service fund. A fund used to account for fiscal activities when goods or services are provided 

by one department or agency to other departments or agencies on a cost-reimbursement basis (ORS 

294.470). 

  

Legal opinion. The opinion as to legality rendered by an authorized official, such as the Oregon 

attorney general or city attorney. 

Levy. (v) To impose a property tax. (n) Ad valorem tax certified by a local government. 

  

Local government. Any city, county, port, school district, education service district, community college, 

special district, public or quasi-public corporation (including a municipal utility or dock commission) 

operated by a separate board or commission; a municipality or municipal corporation under ORS 
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294.311(25). 

  

Local option tax. Voter-approved taxing authority in addition to the taxes generated by the permanent 

tax rate. Local option taxes can be for general operations, a specific purpose, or capital projects. It is 

limited to five years unless it is for a capital project, then it is limited to the useful life of the project or 

10 years, whichever is less [Art. XI, section 11(4) OR Const.]. 

  

Maximum assessed value (MAV). A constitutional limitation on the taxable value of real or personal 

property. It can increase a maximum of 3% each year. The 3% limit may be exceeded if there are 

qualifying improvements made to the property, such as a major addition or new construction.  

  

Maximum authority. The limitation on the amount of revenue an existing urban renewal plan may raise 

from the property tax system [ORS 457.435(3)]. The assessor calculated this amount for the 1997-98 

tax year for each existing plan based on the taxes each urban renewal plan area would have been 

entitled to prior to Measure 50. This amount is adjusted each year based on the growth of excess value 

in the plan area. 

  

Maximum indebtedness. The amount of the principal of the indebtedness necessary to complete an 

urban renewal plan. This does not include indebtedness incurred to refund or refinance existing 

indebtedness [ORS 457.010(10)]. It is specified in dollars and cents and based on good faith estimates 

of the scope and costs of the anticipated project or projects. All existing plans are required to have an 

ordinance which establishes a maximum indebtedness. 

  

Measure 5. A constitutional amendment (Art. XI, section 11b OR Const.) passed in 1990 that limits the 

amount of operating tax which can be imposed on a property to $5 per $1,000 of real market value for 

education and $10 per 1,000 for general government. 

  

Measure 50. A constitutional amendment (Art. XI, section 11 OR Const.) passed in 1997 that limits the 

growth in a property’s assessed value to 3% per year. It also limits a local government’s taxing authority 

by creating permanent rate limits. 

 

Municipal Corporation. See “Local government.” 

  

Municipality. See “Local government.” 

  

Net working capital. The sum of the cash balance, accounts receivable expected to be realized during 

the ensuing year, inventories, supplies, prepaid expenses less current liabilities and, if encumbrance 

method of accounting is used, reserve for encumbrances [ORS 294.311(26)]. 

 

Object classification. A grouping of expenditures, such as personal services, materials and services, 

capital outlay, debt services, and other types of requirements [ORS 294.311(28)]. 

Operating rate. The rate determined by dividing the local government’s operating tax amount by the 

estimated assessed value of the local government. This rate is needed when a local government wants 

to impose less tax than its permanent rate will raise. 
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Option, urban renewal. Financing arrangement chosen by existing urban renewal plans. Cannot be 

changed. The options are as follows:  

 Option 1 [ORS 457.435(2) (a)], allows the plan to collect division of tax as computed under ORS 

 457.440. If the amount collected from the division of tax is insufficient, a special levy may be 

 imposed against all taxable property of the municipality that activated the urban renewal 

 agency. Option 1 plans are “reduced rate” (do not divide local option or bond levies approved 

 by voters after October, 2001).  

 Option 2 [ORS 457.435(2) (b)]. The Cascade Locks Plan in Hood River County was the only 

 Option 2 Urban Renewal Plan and that plan has been completed. May impose a special levy, but 

 does not collect division of tax.   

 Option 3 [ORS 457.435(2) (c)], provides that Option 3 plans can obtain funds from both the 

 division of tax and a special levy. Like Option 1, the agency may limit the amount to be received 

 from the special levy, but unlike Option 1 the agency limited the amount of funds received from 

 the division of tax when the Option was chosen. Option 3 plans are “standard rate” (divide all 

 tax levies).  

 Other “standard rate” plan was adopted between December 1996 and October 2001. 

 Receives division of tax, but no special levy.  

 Other “reduced rate” plan was adopted after October 2001, or was an Option 1 or 2 plan that 

 was substantially amended. Receives division of tax only. 

  

Ordinance. A formal legislative enactment by the governing board of a municipality. 

  

Organizational unit. Any administrative subdivision of the local government, especially one charged 

with carrying on one or more specific functions (such as a department, office, or division) [ORS 294.311 

(30)]. 

  

Personal services expenses. Expenses related to the compensation of salaried employees, such as 

health and accident insurance premiums, Social Security and retirement contributions, civil service 

assessments. 

 

Permanent rate limit. The maximum rate of ad valorem property taxes a local government can impose.  

Taxes generated from the permanent rate limit can be used for any purpose. No action of the local 

government or its voters can change a permanent rate limit. 

  

Principal act. The Oregon Revised Statutes which describe how a certain type of municipal corporation 

is formed and selects its governing body, the powers it may exercise, and the types of taxing authority 

its voters may authorize. 

 

Prior years’ tax levies. Taxes levied for fiscal years preceding the current one. 

  

Program. A group of related activities to accomplish a major service or function for which the local 

government is responsible [ORS 294.311 (32)]. 

  

Program budget. A budget based on the programs of the local government. 
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Property taxes. Ad valorem tax certified to the county assessor by a local government unit. 

 

Proposed budget. Financial plan prepared by the budget officer. All funds must balance. It is submitted 

to the public and the budget committee for review. 

  

Publication. Public notice given by publication in a newspaper of general circulation within the 

boundaries of the local government; mailing through the U.S. Postal Service by first class mail to each 

street address within the boundaries of the local government; and hand delivery to each street address 

within the boundaries of the local government [ORS 294.311 (34)]. 

 

Real Market Value (RMV). The amount in cash which could reasonably be expected by an informed 

seller from an informed buyer in an arm’s-length transaction as of the assessment date. For most 

properties, the value used to test the constitutional limits [ORS 308.205]. 

  

Reserve fund. Established to accumulate money from year to year for a specific purpose, such as 

purchase of new equipment [ORS 294.525]. 

  

Resolution. A formal order of a governing body; lower legal status than an ordinance. 

  

Resource. Estimated beginning funds on hand plus anticipated receipts [ORS 294.361]. 

  

SAL Report. Summary of Assessments and Levies [ORS 309.330]. 

 

Special levy. A special levy is an ad valorem tax, imposed for an urban renewal plan on the entire 

municipality that adopted the plan. It is not a result of a division of tax. 

  

Special revenue fund. A fund used to account for the proceeds of specific revenue sources (other than 

special assessments, expendable trusts, or major capital projects) legally restricted to expenditure for 

specific purposes [OAR 150-294.352 (1)]. 

  

Special payment. A budget expenditure category for pass-through payments, grants made to other 

organizations and other one-time or unusual expenditures which do not fall into the other categories of 

personal services, materials and services, capital outlay, etc. 

 

Supplemental budget. A financial plan adopted during a budget period to meet unexpected needs or 

to appropriate revenues not anticipated when the regular budget was adopted. It cannot be used to 

authorize a tax [ORS 294.480]. 

Tax increment financing. A financial mechanism for urban renewal plans which captures the tax from 

the growth in property value within a designated geographical area by dividing the taxes of local 

governments. 

  

Tax on property. Any tax, fee, charge, or assessment imposed by any government unit upon property or 

upon a property owner as a direct consequence of ownership of that property [ORS 310.140(1)]. 

 

Tax rate. The amount of tax stated in terms of a unit of tax for each $1,000 of assessed value of taxable 
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property. 

  

Tax roll. The official listing of the amount of taxes imposed against each taxable property. 

  

Tax year. The fiscal year from July 1 through June 30. 

  

Trust fund. A fund used to account for fiscal activities of assets held in trust by a local government. 

  

Unappropriated ending fund balance. Amount set aside in the budget to be carried over to the next 

year’s budget. It provides the local government with cash until tax money or other revenues are 

received later in the year. This amount cannot be transferred by resolution or used through a 

supplemental budget, unless necessitated by a qualifying emergency [ORS 294.371, ORS 294.455]. 
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