BUDGET MESSAGE

April 4, 2025
Dear Mayor, Council, and Budget Committee Members

The proposed budget for the fiscal year starting July 1, 2025, and ending June 30, 2026, is
submitted for your review and consideration. The total appropriation for all funds combined
in this proposed budget is $10 million, representing an increase of approximately $1.2
million, or 10%, over the current fiscal year. The breakdown is as follows:

FY 2024-2025 FY 2025-2026 $ Change % Change
Personnel | $2,091,892 $2,117,653 $ 25,761 1.2%
Services
Materials & | $2,739,243 $ 2,857,429 $118,186 2.2%
Services
Capital Outlay A $1,691,500 $ 4,975,082 $ 3,283,582 66.0%
Debt Services | $790,000 $ 1,048,701 $ 258,701 24.7%
Transfers | $2,490,900 $ 1,228,030 <$1,262,870> <102.8%>
Contingency | $234,000 $0 <$ 234,000> <100%>
Totals | $10,037,535 $ 12,226,895 $ 2,189,360 17.9%

REVENUE ESTIMATES

Taxes

According to the Yamhill County Tax Accessor, the estimated assessed property within the
City of Dundee for 2024-2025 tax year is $371,290,444. After subtracting $25,553,819 for
urban renewal, the assessed property available for taxation at the city’s permanent rate of
2.3115 amounts to $345,736,625 resulting in total district taxes imposed of $799,202.68
for the 2025-2026 budget year. The assessor’s office reported a 95% payment rate for the
2023-2024 fiscal year. With a projected 97% payment rate, the estimated total expected
property tax revenue for the 2025-2026 budget year is $775,496.24, rounded down to
$775,000 for budgeting purposes.

The range of receipts for prior property taxes over the last three years has been $16,079 in
the 2022-2023 fiscal year, $24,329 in the 2023-2024 fiscal year, and an estimated $23,604
for the 2024-2025 fiscal year. Staff will continue to use $20,000 as an estimated place
holder.

The city anticipates receiving the same amount as last year for the transient room tax,
projected at $66,000. This appears to be the current ceiling for tourism revenue in its
present form.
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The sale of the current marijuana shop last fiscal year has resulted in an increase within the
City of Dundee. At the midpoint of the current fiscal year, we have already met the
projected tax revenue for marijuana sales in Dundee. The budget figure of $36,000 is based
on the tax receipts from two years ago and those anticipated for the 2024-2025 budget
cycle.

Staff have introduced a new safety levy to cover the increased costs of fire and police
services. Additionally, a safety levy has been implemented to further support funding for
these services.

Franchise Fees

Portland General Electric has requested a 5.5% rate increase, effective January 2026,
which is still pending approval from the Public Utility Commission. Nevertheless, | have
incorporated this rate increase into next year’s budget. Northwest Natural Gas has
announced an estimated increase of $5 per month for the coming year, prompting me to
adjust the estimate accordingly. The other franchise fees remained consistent over the
past three years, and | anticipate they will stay the same.

It's important to note that the most significant factor influencing franchise fees is the
weather. Colder winters and hotter summers typically lead to higher franchise fees, while
milder temperatures may result in a slight decrease.

Licenses and Permits

Business license fees have consistently been a little over $12,000 over the last two years.
Staff believe that an estimate of $12,000 is reasonable for the coming year. The estimate for
building permits in the last fiscal year was significantly off due to the delayed construction
of a new hotel in town at the time the budget was developed. However, the city anticipates
at least one major project within city limits in the next fiscal year, leading staff to estimate
$150,000 in building fees. Most of the fees are allocated to building inspections, resulting in
a corresponding increase in building costs within the Community Development Fund. If the
anticipated construction does not occur, both line items will be adjusted downward
accordingly. Infrastructure Development Permits are expected to increase from last year,
given the anticipated new building. | have reduced these estimates over the past year due
to the earlier project delays in the 2024-2025 budget cycle.

Intergovernmental Revenue

In terms of intergovernmental revenue, the American Rescue Plan, the Office of Emergency
Management Address Mapping Grant, and the Yamhill County Economic Development
Grant have not received any funds in recent fiscal years. Staff do not anticipate these
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grants will be funded in the future. Additionally, the 911 tax receipts are being directed to
Newberg as part of the contractual agreement for police services.

The Cigarette Tax Receipts, Liquor Tax Receipts, and Marijuana Tax Receipts are pass-
through taxes collected by the state government, which are then distributed to the city.
These taxes are based on population, and the estimated population for the City of Dundee
is 3,249, reflecting a decrease of sixteen people from the previous fiscal year, according to
the Portland State University Population Research Center. The estimated receipts per
person for the cigarette tax are down $0.70, down from $0.71 last year; the liquor tax has
decreased by $0.74, from $21.24 to $20.50; and the marijuana tax has increased by $0.09
from last fiscal year, now totaling in $1.44. They are based on population and the estimated
population for the City of Dundee is 3,249, down sixteen people over the 2024-2025 fiscal
year, according to the Portland State University Population Research Center. The estimated
receipts per person for cigarette tax is 0.70 down for 0.71 from last year, liquor is down
$0.74 cents from $21.24 to $20.50 and finally the marijuana tax is up $0.09 from last fiscal
yearto $1.44.

The city receives 85% of the revenue from the Dundee Rural Fire District. For the 2024-2025
fiscal year, the estimated property value for the district is $305,031,738, with a permanent
rate of $0.000558. This results in an estimated tax income of $170,208. With an assumed
5% nonpayment rate, 85% of that estimate amounts to $144,677, and staff have budgeted
$137,443. Additionally, the city will request an extra $50,000 from the Dundee Rural Fire
District to prevent layoffs of fire staff.

Charges for Service

Charges for service refer to payments the city receives for work performed for other
entities. For example, the city collects system development charges for Chehalem Parks
and Recreation District and the school excise taxes for the Newberg-Dundee School
District.

The fire conflagration charge is the revenue the city earns when fire personnel assistin
fighting wildfires across the state. This fee varies based on the emergencies that arise, with
the funds used to cover personnel expenses as well as vehicle and equipment rentals. The
estimate for the 2025-2026 budget year is $190,000. While staff typically budgets $100,000
for conflagration revenue, in the 2024-2025 budget year, personnel were deployed to fight
fires in Los Angeles, and the city does not expect to receive that revenue until the 2025-
2026 budget year.
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Land Use and Zoning revenue comes from property owners applying for zone changes or
site approvals within the city. Most of these funds cover the contract planner’s time. Staff
anticipate increased construction activity in Dundee during the 2025-2026 budget year,
and based on the previous year’s budget, $30,000 is considered a reasonable expectation.

Fines and Forfeitures

This revenue is generated through the city’s local traffic court. When individuals are found
guilty of traffic violations, the fines they pay are deposited into this fund, which is used to
cover court costs. Any remaining funds are allocated to the city’s general fund. In recent
years, revenue has increased due to the hiring of a new judge and the rise in visitors to
Dundee. The estimated revenue for the upcoming year is $40,000.

Miscellaneous Revenue

This revenue consists of funds that the city receives but do not fit into a specific category.
This section includes the ground lease for the Verizon cell tower at the fire station,
amounting to $34,600, as well as a multi-year grant to help fund a firefighter, totaling
$124,178. Additionally, interest on bank deposits is estimated at $100,000, and
miscellaneous transactions that do not fall into any other category are projected to
generate $3,000.

Transfers In

The city charges itself a franchise fee of 5% for the water and sewer lines that operate on
city property. For the 2025-2026 budget season, the estimated revenue from water is
projected to be $48,330, while sewer is estimated to be $75,000 from Urban Renewal to
help cover staff time associated with managing the urban renewal agency.

ADMINSTRATION AND FINANCE

The Administration and Finance Department oversees the financial management of the
City of Dundee, which includes the City Administrator’s salary, IT support, legal services,
and other operational costs. The 2025-2026 budget reflects an increase of $56,000
compared to the previous year’s budget. This increase is primarily attributed to personnel
services, which account for $22,000; the introduction of a city newsletter at $15,000; a rise
in the estimated cost of the audit from $20,000 to $35,000.

COURT

Dundee is one of the few small cities in Oregon that still conduct court proceedings.
Majority of court costs are attributed to employee salaries and benefits, with the next
largest expense being the judge, together accounting for an estimated $33,000 of the
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$39,500 budget. In the 2024-2025 budget cycle, the city broke even on court expenses and
is expected to achieve the same result in the 2025-2026 budget year.

COMMUNITY DEVELOPMENT

Professional and Contractual Services are essential components of community
development, with a direct relationship between building activities within the city and the
expenses associated with these services. Staff anticipate one or two major construction
projects in the coming fiscal year. As a result, the proposed budget for planning will be
decreased from $65,000 to $60,000, while engineering and architectural services will
increase from $30,000 to $35,000. Additionally, funding for building inspectors will rise
from $100,000 to $120,000, reflecting the anticipated building activity in the city. If
construction does not occur as expected, these costs will not increase. The remainder of
the costs in community development are consistent with the 2024-2025 budget year.

POLICE DEPARTMENT

The City of Dundee renewed its contract last fiscal year, entering the fourth year of a five-
year contract with the City of Newberg. According to the contract, the increase in costs is
tied to the rising expenses of the police union contract. In discussions with Police Chief
Kosmicki, it has been confirmed that the increase for the 2025-2026 fiscal year will be 4%.

FIRE DEPARTMENT

85% of the fire department budget is allocated to employee salaries. The current salary and
benefits include a 3% increase. The most significant rise in benefits is attributed to PERS
expenses, totaling $135,000, and medical and life insurance costs, amounting to $91,000.
The nearly doubling of personnel costs is primarily due to the hiring of a new firefighter. As
noted in the revenue section, the city received a three-year grant to fund this position, with
the intention of making the firefighter a permanent employee.

Staff have also increased the estimated costs for conflagration wages by $55,000 and
reservists’ stipends by $25,000. The remaining expenses align with last fiscal year’s
expenditures. Itis important to note that staff have agreed to a new contract with the
firefighters’ union, which provides paid personnel to be available for twenty-four-hour
service seven days a week. Previously, the fire department was staffed by volunteers during
weeknights and weekends.
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STREET FUND

Revenues

There are two primary revenue streams for the street fund. The firstis the local tax on fuel.
Last fiscal year, Arco took over the station from its franchise, upgrading the site with new
pumps, signage, and a fresh coat of paint. As a result, the expected revenue for the end of
the 2024-2025 budget is slightly higher than initially estimated, prompting staff to increase
the budget line $10,000 for the 2025-2026 fiscal year.

The second revenue stream is the State Highway Trust Fund, which is allocated by ODOT
and is based on the population of Dundee. The approved population is 3,249, which is
multiplied by $81.25, down from $81.66 in the 2024-2025 budget year. Based on this
calculation, staff anticipate revenue of $264,000 for the upcoming fiscal year.

Expenditure

The salary and benefits for this department reflect the same increase as in all other
departments. Staff have decreased the Engineering/Architecture line by $10,000. With the
completion of 9" Street, there are no anticipated city-initiated road projects for the 2025-
2026 fiscal year.

While no street maintenance or repairs were completed in the 2024-2025 budget year, staff
expect to resume slurry and fog sealing in the upcoming fiscal year. Additionally, staff plan
to increase the number of planting strips and trees to replace dead or dying plants along
Highway 99W, as ODOT will no longer maintain this area. The city has contracted
Chehalem Parks and Recreation to oversee maintenance of Highway 99W in the coming
fiscal year. Furthermore, staff have increased the transfer to the Street CIP from $70,000 to
$100,000 in preparation for the next street project.

STREET CIP

Revenue

To meet the general fund budget needs for public safety, starting in the 2025-2026 fiscal
year, the city will no longer allocate a percentage of the PGE and Northwest Natural Gas
franchise revenues to the Street CIP. The local improvement district is currently paying off
the 9™ Street and Alder Street projects. Additionally, staff have included $250,000 in
revenue for the Local Improvement Grant for work on 5% Street. If the grant is not received,
the city will not proceed with the work in partnership with Chehalem Parks and Recreation.

Expenses
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There are two major revenue sources in the Street CIP. The first is the funding the city will
provide to the Chehalem Parks and Recreations for the development of 5™ Street,
contingent upon receiving the grant. The second source is the repayment of loans the city
has obtained for previous projects, which funded the bypass as well as street and sidewalk
improvements.

STREET RESERVE

The street reserve fund was established to help cover the costs of updating sidewalks on 3™
Street in conjunction with new building developments, as well as to fund the installation of
the remaining sidewalks.

STATE REVENUE SHARING FUND

Revenue

Staff recommend that state shared revenue remain in the general fund to support funding
for public safety.

Expenditure
Staff recommend that $10,000 be transferred to the Parks Fund, with the remainder
allocated to the general fund.

EQUIPMENT RESERVE FUND

Revenue

Much of the reserve fund revenue is derived from transfers from other funds, including
$13,500 from the Street Fund, $45,200 from the Water Fund, $35,000 from the Sewer Fund,
and $15,000 from the Storm Water Fund. The $5,000 increase in the Storm Water Fund
aims to create a more balanced distribution among the funds. Additionally, this includes
income from the repayment of a loan related to work on Highway 99W.

Expenditure

Last year, the city purchased a new vacuum truck, which has significantly improved the
productivity of public works staff, as well as a new lead vehicle for the fire department.
There are no new equipment purchases scheduled for the 2025-2026 fiscal year. The only
expected expense is the US Bank loan payment of $59,893.

PARKS FUND

Revenue

Revenue for the parks department primarily comes from grants. The city received $250,000
from the Oregon State Parks Department to complete the development of tipsu palach
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Park. The parks committee is actively implementing to complete the plan developed for the
park. Additionally, there will be transfers of $10,000 and $20,000 from the Tourism Fund to
support restroom maintenance and ensure the ongoing upkeep of tipsu palach Park.

Expenses

The expenses for the park will include $100,000 to complete the construction plans for
tipsu palach Park, which will cover the installation of picnic tables and three shelters.
Additionally, $60,000 is allocated to ensure the new restrooms are kept clean, along with
funding for trail and park maintenance.

TOURISM FUND

Revenue

Most of the revenue for the Tourism Fund comes from the Transient Room Tax, projected at
$165,000. This tax has remained relatively stable since the 2022-2023 fiscal year, with a
slight increase in the last fiscal year. Staff believe it is nearing its maximum capacity in its
current form. In the 2024-2025 fiscal year, the city received multiple grants from Travel
Oregon, and staff have included an additional $60,000 for grants next year to support a
wayfinding sign project within the city. The outcome of the grant application will be known
in June 2025; if the grant is not awarded, the project will not proceed.

Expenses

With the Wine License Plate grant received in the 2024-2025 budget year, the city, in
partnership with Red Hills AVA, hired Greenhouse Collective to help market the 20"
Anniversary of the Red Hills AVA. The city has allocated $66,000 for marketing
management, which includes $20,000 for anniversary ads and $30,000 for regular
advertising. Additionally, a contractor has been hired to implement the Destination Dundee
plan for $60,000 and $60,000 has been set aside for the wayfinding sign project. If the city
does not receive the grant, this project will not proceed.

Furthermore, $25,000 has been earmarked for tourism and agency expenses, along with
$20,000 for flower baskets. Of this, $20,000 will be dedicated to maintenance, and another
$20,000 will be allocated for tourism facilities.

BONDED DEDT

The citizens of Dundee passed a bond in 2012 to fund the construction of a new fire station.
This bond has a tax rate of 0.0004213 applied to an assessed value of $371,290,444,
resulting in expected revenue of $156,424. The prior tax year estimate is $4,000, but the city
will only request $145,000.
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For the 2025-2026 fiscal year, the loan costs are projected to be $151,143, with the
remainder allocated to the ending fund balance.

WATER FUND

Revenue

Water revenue is generated from the sale of water, setup fees, delinquent fees, and meter
installations. Recently, a new water rate was approved, which is expected to increase the
water fund revenue by $190,000.

Expenses

The water fund is anticipating an 8% increase in expenses, rising from $765,822 to
$832,574. This increase is attributed to a $4,000 rise in insurance, a $16,000 increase in
electricity costs, and a $1000 increase in bank charges. Additionally, there will be a
$50,000 increase for water meters and radios.

Most of the city’s water meters are mechanical and typically begin to fail after fifteen years;
many have been in service for around twenty years. The city is replacing them with pressure
meters, which will provide more accurate readings. Furthermore, the city will incur a $3,300
increase in franchise fees and will transfer $110,000 to the Water CIP.

WATER CIP

Revenue

Water revenue is generated from system development charges, grants, and transfers. At the
time of budget creation, the city anticipates receiving $85,000 in System Development
Charges for the 2024-2025 fiscal year. Staff expect another hotel project to commence in
the 2025-2026 fiscal year and are budgeting the same amount.

Additionally, staff are budgeting $200,000 for the next phase of the PFAS grant. The city is
set to receive $30,000 to complete a PFAS study, funded by a forgivable loan from the state
Infrastructure Finance Authority. This study will be completed early in the 2025-2026
budget year, after which the city will apply for a second forgivable loan to engineer the
recommended solution.

Last fiscal year, the city’s water system tested positive for PFAS, a persistent chemical that
contaminates groundwater and the water table, representing an increasing issue
nationwide. This situation has made the city eligible for a grant from the Oregon Health
Authority to develop a method for removing PFAS from the well that tested positive.
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Expenses

The wells/pumps line item represents the largest expense in the budget, where the grant for
PFAS remediation will be allocated. This line item also includes funding for repairs to the
vineyard water tank. Additionally, the budget sets aside $100,000 for the water master plan
study, serving as a placeholder to ramp up to the estimated $250,000 total cost of the
study. The city has also allocated $100,000 for distribution to address any emergencies
that may arise.

SEWER FUND

Revenues

The sewer fund revenue is generated from sewer charges, investment interest, and
transfers. Sewer charges are structured as follows: the Sewer Base Charge is $71.46 per
dwelling unit, which includes up to 550 cubic feet of consumption over 550 cubic feet, at a
rate of $0.0935 per cubic foot from November through March. From April through October,
the sewer rate is based on the average irrigation usage. Staff do not anticipate any changes
to sewer revenue and have maintained the expected income at $1.4 million.

Expenses

Estimates for the 2025-2026 budget year have decreased by $2,113 compared to the 2024-
2025 budget year, primarily due to last year’s overestimation of personnel and electricity
costs. This expense covers the removal of bio solids, which are a byproduct of the effluent
treatment process, from the ponds. The next scheduled removal is set for the 2026-2027
fiscal year, and the city is gradually increasing the budget to ensure sufficient funds are
available when needed. Additionally, staff have allocated $12,000 for a rate study of the
sewer fund to address the needs for replacing equipment at the effluent plant.

SEWER CIP

Revenue

Revenue for the Sewer CIP comes from system development charges, investments, and
transfers. Staff anticipate an increase in system development charges due to ongoing
developments in the planning department. Transfers will be utilized to cover the DEQ loan
for the effluent plant, as well as the $2,000,000 loan intended for the replacement of
equipment that has reached the end of its useful life at the effluent plant.

Expenses

The two primary costs in the Water CIP Fund are the replacement of equipment that has
reached the end of its useful life at the effluent plant and the repayment of the loan for the
construction of the water treatment plant.
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STORM WATER FUND

Revenue

Stormwater service fees are calculated based on the total impervious surface of developed
properties. The average impervious surface area of a single-family residence in Dundee is
estimated to be 3,000 square feet. Residential units are $6.00 per month, non-residential
and multifamily properties incur a fee of $6.00 per month plus $0.20 for each additional
square foot. This structure is expected to generate an annual revenue of approximately
$110,000 to $111,000.

Expenses

The major expenses for the stormwater fund include personnel costs at $35,767,
engineering and architecture services at $30,000, and transfers to the Equipment Reserve
Fund and Storm Water CIP at $15,000 and $20,000, respectively. The personnel services
will primarily focus on cleaning water catch basins and other water channels to mitigate
water-related issues affecting the soil.

STORM WATER CIP

Revenue

Revenue for the Stormwater CIP comes from system development charges, investments,
and transfers. Due to anticipated construction in Dundee in the upcoming fiscal year, staff
expect system development charge revenue to reach $170,000.

Expenses

The major increase in the budget is allocated for the Stormwater Master Plan and the
update of system development charges, rising from $6,000 to $150,000. Meanwhile,
funding for stormwater infrastructure remains unchanged at $20,000.

URBAN RENEWAL

Revenue

The City of Dundee’s Urban Renewal Agency is a voter-approved taxing district that relies
on tax increments for its revenue. The agency freezes tax income for all taxing districts, with
any increases directed to urban renewal. Expected income for the upcoming year is
projected to be $22,000 less than in the 2024-2025 budget year. Additionally, the Urban
Renewal Agency plans to withdraw the second half of its $3,000,000 borrowing approved in
the 2023-2024 budget year.
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Expenses

Staff have allocated $1,500,000 for grants to promote development within the city, along
with $20,000 for planning services aimed at expanding the agency. Additionally, $10,000 is
set aside for engineering and architecture services to ensure that developments comply
with city code. Furthermore, $351,484 is budgeted for debt service, and an additional
$1,520,000 is designated for grants to support development initiatives in the city.



