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Five Year Financial Projection 2019-2024

Background
We are updating the forecast of financial position for the next five years. We have
continuously prepared this forecast since 2011, updating and delivering the material at
the annual City Council retreat. A financial forecast is designed to make a set of
assumptions, predict as accurately as possible the probable financial future, and make
recommendations on strategies and approaches to ensure the long term financial
condition of our local government.
A forecast is only as good as its ability to be accurate in predicting relative position over
time. For Wood Village, the five year projections have been fairly accurate for the next
two years, with relative accuracy fading after that time period, and the reliability of the
data becoming more problematic.
Short of major policy changes or new initiatives (such as the street utility), the forecast
is a reliable, better in shorter terms and somewhat weaker as we reach beyond 3 years.
Assumptions
Each revenue source has an historical pattern, or a relationship to dependent variables.
Using these tools the future revenues can be anticipated based on a combination of
historic performance, assumptions about conditions in the future, and reliance on
experts for their predictions.
This report is structured to predict the financial outcome of actual operations in the
current budget (FY 18-19), and then make predictions about status for the periods FY
19-20, 20-21, 21-22, 22-23 and 2023-24. All work is completed with the assumption
that one time revenues, grants, and similar revenue or expenditure requirements
will not be included in the analysis, and we will predict based on the operating
revenues and operating expenses, and where it is known, capital outlay
requirements. Where capital outlay is tied to expected grants, only the “nongrant” or local share of the expense is included in the projections. It is also
critical to note that the predictions are for budgetary levels, not anticipated actual
expenditures.
Margin analysis will be conducted between budgeted operating revenues and
expenditures in each fund to provide the indication of funding available for capital
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outlay. In the general fund, no capital needs are predicted in future years to permit
maximum potential discretion for the City Council.
We are introducing a capital outlay fund that will tie together the costs of a municipal
building, and the impacts that may have on our other balances and capacities. We will
be borrowing from the General Fund to finance the early work in the Urban Renewal
Agency, so there is a short term impact on predicted fund balances that appears to be a
negative impact, when in fact, it is simply a way to return to the General Fund a greater
level of interest return for an investment, and is not an “expenditure” of funds.
In those funds were adopted master plans are in place with investment levels identified
(Water, Sewer, Streets), evaluation of operating margins and net results of operations
with anticipated capital are both provided.
In general, the key general economic assumptions for this report are as follows:
1. Economic activity in Portland will continue to outperform the national
economy, with key indexes reflecting full employment, continued in migration,
and a slowing, but healthy, housing market. Economic downturns predicted
for Q3 and Q4 of 2019 are anticipated not to impact any key City revenue
stream.
2. Building activity is predicted at specifically identified quantities based on
known projects pending for entitlements. Projects for 7 single family on
Halsey, 61 unit mixed use, 4,000 square foot commercial, and 173 multifamily
and 10,000 commercial are all anticipated and phased over the next two
years.
3. The Redevelopment Agency has been separately presented to the Council
and the Agency Board. Predicted revenue streams for the Agency will not
impact the predictions of General, Water, Sewer or Street funds, and are
separately stated in this report.
4. City employment levels are predicted to be unchanged through the period.
While part time City Management will significantly decrease the actual cost in
2018-19 and a part of 19-20, the projections and the budget include a full time
employee at market rate with full benefits to permit the City Council to act as
they wish to replace the position. New Department Directors hired in 2018-19
are tracked through with steps into future years.
5. Fire service contract costs are projected based on total assessed value
predictions, with the prediction for 2019-20 set at 2.9%, and trending to
maximum potential (4.5%) thereafter.
6. Recreation Program costs are as anticipated in the initial 3 year authorization
through 2019-20, then trended at 4%.
7. All personnel expenditures are projected with a 2.5% COLA, steps available
to employees proceeding through the step system, and bonus provisions for
employees at the “top end” of the compensation for their position.
8. Materials and Supplies are projected at the specific trend for the expenditure
area, except where known modifications have been made to alter future costs
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(i.e. the decline in cost due to street lighting changes, increases in testing
costs, etc.).
9. Building Services were predicted at “net zero” through the period, projecting
revenues and expenses to be equal in each projected year, while permit
numbers are expected to raise significantly, and costs for Gresham permit
inspection will increase, the process will set revenue and expense as offsets
for this evaluation.
10. No single major private sector project will be initiated in the projection period
that will directly impact the overall municipal values (development will occur in
the urban renewal area). Enterprise Zone benefits expiration are predicted
for Pressure Safe, and Grovtec at the close of their benefit periods.
Community fees required in year 3 and beyond for each of the companies are
treated as property tax revenue.
11. New construction starts are predicted throughout the period, with the
expectation that the development will be generally as follows:

Single Family
Multifamily
Commercial
Total Connections

FY18-19
6
68
1
75

FY19-20
0
100
1
101

FY20-21
0
68
3
71

FY2122
0
10
1
11

FY2223
0
40
1
41

FY2324
0
10
1
11

12. Cost of Living adjustments will be made to the user rates in water and sewer
as well as the SDC rates in years 18-19 and thereafter, each occurring on
January 1 of the fiscal period.
13. Throughout the projections, the expenditure increases are predicted based on
budgeted outlays from prior years. No adjustment has been made to reflect
the historic actual expenditure levels of 93% of the appropriations. Such an
adjustment would make a MAJOR difference in this projection, and is in fact
what has historically occurred. To be conservative in this estimate, we are
not adjusting by this factor.
It is very important to note that we have not attempted to predict the specific cost of
living in each of the periods ahead, and any significant change in the cost of living
above the 2.5% we have utilized in this analysis will have significant impacts on
personnel costs as well as projected revenue returns in our utilities. In general, the cost
of living drives costs up in the general fund, and as long as passed through to the
consumer in the water and sewer funds, has a negligible impact on our utilities. The
cost of living has almost no impact on the revenue side of the general fund, hence, the
greater the cost of living increase, the narrower the gap between operating revenues
and operating expenses, and at some level of expense increase with relatively static
revenues, can result in significantly different results than are predicted in this projection.
The General Fund
The predicted operating revenue in the General Fund for the current Budget is
$2,234,263 for our current budget (18-19). This projection is based on the recurring
annual revenues, exclusive of grants, one time revenues, or fund balances. This
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projection is based on the operating revenues to the General Fund and the operating
expense.
The overall prediction for operating revenues for the next five years is as follows:

The Urban Renewal debt amortization is an operating revenue, and when that debt is
repaid in 20-21, it appears also as an operating revenue. This distorts the percentages
and makes the trend appear odd, so for the annual averages calculations, we have
removed all interaction with the Urban Renewal District for longer term trend data.
Expenditure predictions are similarly structured, eliminating one-time expenses, grant
projects, or capital expenditures. We have, however, included the anticipated fund
transfers into the Municipal Building Fund and the interactions with Urban Renewal.
Our goal is to assure the Council that all projected costs associated with the municipal
building can be met as they are currently understood, and still leave the City in great
position overall.
The predictions of expense are as follows:

Overall through the five year projection period, the net compounded annual increase in
revenues is just below 3%, and expenditure trends at 3.4%. With revenue trends
continuing to have lower marginal increases than expense, the operating margin in the
General Fund will continue to narrow. It is very important to remember here that these
are budgetary projections, and revenues will be slightly better than the projections, and
expenditures will be slightly below the appropriations.
The net result of budget operations in the projected years is as follows:

Graphically, this looks like the following:
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We begin our projection with an audited General Fund balance of $2,558,864. With this
projection, the ability for our local government to continue to operate is not in question
through this period. Any capital outlay beyond that associated with the City Hall project
will be limited to the marginal available revenues for the period, or will be drawn from
reserves. It must be noted that this is all based on budgetary projections, meaning that
the actual costs incurred in the periods will be less than those predicted, and the
revenues will be slightly higher than predicted.
The general fund balance projection is as follows:

Some level of replacement of equipment and other issues such as the Park System
plan implementation may all arise in this period. To the extent that the capital outlay is
incurred in excess of the annual operating margin, the fund balance will be reduced.
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The General Fund represents 48% of the total operating costs of our local government,
with well over half of that amount in Public Safety Services. As in each year for the last
six, Public Safety costs exceed the total property tax revenues to our local government.
Capital Expenditure Fund: City Hall
This projection includes the sale of the property at the corner of Halsey and 238,
relocating for a short term to the Pressure Safe Building, and building a municipal
building.
The operating costs for leasing and short term costs are all contained in the General
Fund. The projected capital outlay for the municipal building is as follows:
Revenues
Sale of Asset as
Beginning
Balance
General Fund
Urban Renewal
Total
Expenses
Legal
Permits and
Inspections

2017-18

2018-19
3,775,000
300,000
0
0 4,075,000

2019-20

2020-21

750,000

400,000
1,500,000
1,900,000

3,775,000
1,450,000
1,500,000
6,725,000

15,000

5,000

5,000

60,000

0

5,000

15,000

20,000

Office Furniture

0

0

300,000

300,000

Office Equipment
Site
Improvements

0

0

85,000

85,000

35,000

365,000
6

0
750,000

Total

365,000

Building
Improvements
Land Acquisition
Architectural
Services
Title, Insurance,
Escrow, Close
Real Estate
Commission

1,617,500
500,000

600,000
0

1,487,500

3,705,000
500,000

500,000

0

100,000

670,000

15,000

0

15,000

187,500

0

187,500

Contingency

150,000

667,500

0

817,500

Total Budget

105,000 3,350,000

1,277,500

1,992,500

6,725,000

70,000

This analysis relies only on the General Fund and the Urban Renewal allocation. While
an Urban Renewal Full Faith and Credit debt will be issued (repaying loan from the GF
and providing funding for this building and other Urban Renewal Costs), no direct debt
will be required to undertake this building project. The Utility funds are not asked to
contribute to the City Hall project in this analysis, and it may be wise to allocate a
portion of the costs for the investment in the building to Water, Sewer and Street funds
in proportion to their utilization of a central office building.
Street Fund
The projections for the Street fund include the operating analysis and projects the
capital outlay adopted in the street and drainage utility for expenditures in the repair and
maintenance of roadways. What is presented is an analysis of the operating status
followed by the recommended capital outlay and the net status of the fund both for
operating and for recommended expenditure levels.
The state legislature adopted a major increase in the funding for transportation in the
2017 session. The new rates for gas tax began in January of 2018. Revenue
increased dramatically in 2018-19, then has a fairly steady 2% annual increase.
Expenses are predicted to rise at 3.9%, resulting in narrowing of the margins after 1920, however, as will other funds, the conservative revenue estimates and expenditures
below predicted levels will soften the amount of demand differential. We will have
significant net annual increases in the margin between revenue and expense, allowing
us to invest nearly $125,000 annually in roadway maintenance and storm water
replacement and upgrades.
The award of the Cedar Lane project, $791,713, significantly impacts the capital
expenditures and the projected fund balances going forward. This is a significant
project, and the improvement will make a significant difference to the overall pavement
condition index for Wood Village.
The capital outlay identified in this projection is based on the following extraction from
the facility plans and the adopted street utility fund projections shows the overall
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operations prediction for the fund.

Since the annual capital outlay is discretionary, the City Council may determine to add
or subtract from the capital projected in this approach. The purpose is to note that the
anticipated expenses may all be met within resources available in the fund. This is due
to the fund balance, and the balance projection, as follows:

Fund Balance
800,000

734,086

700,000
600,000

599,707
550,264

500,000

430,919
395,436

400,000
300,000
200,000
100,000

294,284
200,037
143,007

$122,082
$107,201
$84,628
$124,806
$98,794
$71,995

0
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This margin would not allow much contribution to the City Hall project if we are to
maintain the investment strategies in our roadways that are identified in the
Transportation Utility funding analysis.
The Water Fund
Projected for the Water Fund is an analysis of the operating status followed by the
recommended capital outlay and the net status of the fund both for operating and for
recommended capital expenditure levels.
In the Water and subsequently in the Sewer Fund, the proceeds from projected SDC’s
are available only for capacity building within the definitions of the SDC methodology
framework. Operating revenues do not include any SDC proceeds.
The net operating position of the water fund is as follows:

While operating margins decline slightly over time, the overall status of the utility is
positive, with revenues for operations exceeding the planned operating expenditures
through the entire projection period. Reinvestment in the system, recommended by the
water master plan, include valve replacements, pipeline replacements, and assuring
that production facilities continue to perform through the investment in the systems.
The recommended expenditure level in the plan is $250,000 annually for reinvestment.
Trend data has revenues near 4.1% and annual increase and expenditures at near
4.2%. The addition of new revenue accounts is the basis for the revenue expansion
and how the system is staying in balance.
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The net capital outlay, with the offset for projected SDC revenues is as follows:

This yields the total overall annual status as follows:

The projected impact on the Water Fund balance through the period is as follows:
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Provided annual adjustments to the revenues are enacted, the fund can perform
through the period, including necessary investments in capital.
Sewer Fund
The sewer fund is projected in the same manner as the water fund. Major operating
expenses for the treatment of sewer collected and conveyed to the Gresham plant are
predicted to have no major rate changes through the period (COLA Only), with
revenues from growth included in the revenue trends.
The operating margin projected for the sewer fund is as follows:
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The sewer master plan calls for approximately $100,000 annually. The next major
investments are either the Wood Village Trunk Sewer Upgrade, the Sandy Sewer Line,
or the purchase of plant capacity. The total capital investments, net of SDC revenues
projected in the same manner as the revenues in the Water Fund, is as follows:
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Urban Renewal
The Wood Village Urban Renewal District is a separate governmental entity, however,
the interdependence between the Agency and the City is very close, and it is important
to understand the financial capability of the Agency with the pending development.
Nearly 30% of the community is included in the Urban Renewal Agency, including all of
the former Greyhound Park properties, the subdividing area in the Town Center, along
with all the area along Halsey.
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As was recently shared with the Agency board, revisions to value actually created a
decline in the increment value for the current year. The number and character of
investments in the Agency over the years ahead will more than offset this short term
issue, with results predicted as follows:

Tax Year
2011-12
2012-13
2013-14
2014-15
2015-16
2016-17
2017-18
2018-19

Frozen Base
38,346,200
38,346,200
38,346,200
38,346,200
38,346,200
38,346,200
38,346,200
38,346,200

Total Plan
Actual Tax
Equivalent
Area Value
Increment
Imposed
Tax Rate
39,910,888
1,564,688
23,016
14.7096
39,261,067
914,867
13,580
14.8437
41,081,850
2,735,650
43,846
16.0276
42,247,160
3,900,960
61,733
15.8251
44,748,350
6,402,150
97,676
15.2567
45,780,830
7,434,630
112,990
15.1978
46,189,550
7,843,350
118,977
15.1692
46,060,130
7,713,930
117,189
15.1919

Wood Village Urban Renewal Values
47,000,000
45,000,000
43,000,000
41,000,000
39,000,000
37,000,000
35,000,000
2011-12

Tax Year
2015-16
2016-17
2017-18
2018-19
2019-20
2020-21
2021-22

2012-13

2013-14

Total
Return to
Agency
97,676
112,990
118,977
117,189
211,642
412,839
501,489

2014-15

Total
Increment
6,402,150
7,434,630
7,843,350
7,713,930
14,598,742
28,476,937
34,591,866
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2015-16

2016-17

2017-18

2018-19

2022-23
2023-24
2024-25
2025-26
2026-27
2027-28
2028-29
2029-30
2030-31
2031-32
2032-33
2033-34
Totals

516,533
539,269
585,139
733,125
755,118
777,772
801,105
825,138
849,892
875,389
901,651
928,700
10,661,633

35,629,622
37,197,899
40,361,926
50,569,729
52,086,821
53,649,425
55,258,908
56,916,675
58,624,175
60,382,901
62,194,388
64,060,219

1,000,000
900,000
800,000
700,000
600,000
500,000
400,000
300,000
200,000
100,000
0

Overall, Urban Renewal will have sufficient increment to begin the implementation of the
planned projects. Amendment to the Agency will identify the specific projects and
update the plan to assure that planned debt issuance will be able to occur in 20-21.
Summary
The City predictions allow for operating expenses to all be met by operating revenues in
all funds. The margin in the General Fund permits funding of a City Hall investment and
maintaining a fund balance that has a full year of operations in reserve, and allowing a
modicum of capital investment.
The street fund is in acceptable condition, with the predictions identifying the ability to
meet the financial obligations we stated we would complete when we adopted the street
utility. While fund balances will be eliminated with a major capital investment in the
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current year, we will be able to meet our projected investment levels due to the addition
of nearly $100K annually from the new gas tax and fees.
Water has a healthy fund balance, and can meet the predicted capital outlay identified
in the water master plan through the period. It is also accumulating a sufficient reserve
to handle the total replacement of one of the production wells, a project that is not
scheduled in this period or included in the Master Plan period.
Sewer fund has the capacity to meet operating costs, absent a change in rates from
Gresham. The fund can also invest through the period based on the SDC incomes and
projections. Three key project potentials, one of which will be required, have the
potential to impact the fund. The Sandy Blvd project, the outfall project, and sewerage
treatment capacity must be addressed. It is anticipated that only the treatment capacity
will be mandatory in this period, and an expenditure of $500,000 is projected to occur in
2020-2021. It should be noted that a similar amount will be available from Urban
Renewal in the same period.
Several key statements need to be made about these projections:
1. The actual expenditure levels historically have been about 93% of total
appropriations. While this is a predictable trend, it is not projected into the
margins between operating income and expense. It would be safe to assume a
healthier financial condition through this period than these projections indicate.
2. Significant economic events, positive or negative, will dramatically impact this
sort of long term projection. While we are fairly assured that 19-20 is very close
(unless the council makes significant change in expenditure priorities or
amounts), the accuracy of the prediction is inversely proportional to length of time
projected.
3. The Redevelopment Agency has a major role to play in our future.
4. There are no indications in this projection of pending difficulties financially.
Concern about the General Fund trend to incur expense more rapidly than
incomes expand will continue to be an issue throughout this period.
Recommendation
The financial condition of your local government is excellent. Absent major initiatives or
outlays, the City can sustain current operating levels, and recommended utility capital
investments, through this period. Along with meeting these base projections, the City
has the capacity to make significant investments utilizing accumulated resources in the
General Fund.
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