
Memorandum Date: August 19,2010 

TO: Board of County Commissioners 

DEPARTMENT: Management Services 

PRESENTED BY: Mike Barnhart, Financial Services Manager 

AGENDA ITEM TITLE: IN THE MATTER OF AUTHORIZING AN OPERATING 
INTERFUND LOAN IN THE AMOUNT OF $40,000 FROM 
THE GENERAL FUND TO THE MANAGEMENT SERVICES 
SPECIAL REVENUE FUND 

1. MOTION 

MOVE APPROVAL OF ORDER 10-09-15-XX AUTHORIZING AN OPERATING 
INTERFUND LOAN IN THE AMOUNT OF $40,000 FROM THE GENERAL FUND 
TO THE MANAGEMENT SERVICES SPECIAL REVENUE FUND 

II. AGENDA ITEM SUMMARY 

The Board of County Commissioners is being asked to support the authorization of 
an interfund loan to cover operational costs in the management of tax foreclosed 
properties fund. 

Ill. BACKGROUNDllMPLlCATlONS OF ACTION 

A. Board Action and Other History 

Pursuant to ORS 275.275, state taxes, penalties, fees, and costs incurred in the 
management and supervision of real properties acquired through tax foreclosure 
are reimbursed from the proceeds of sale of such properties. 

On February 2, 2005 the Board adopted Lane Manual 21.435 which provides for 
the designation of certain tax foreclosed properties as Forests, Parks and 
Recreational Areas. Lane Manual 21.435 additionally provides that proceeds from 
the sale of properties so ;designated shall be held for the maintenance and 
improvement of or acquisition of park and recreation lands. 

On September 2, 2008, $250,000 in property sales was deposited into the 
Industrial Revolving Loan Fund in accordance with Lane Manual 21.435. 



On May 20, 2009, Board Order 09-5-20-5 was approved to fund an interfund loan 
between the General Fund 124 and the Management Services Special Revenue 
Fund 268. The interfund loan was requested because revenues in Fund 268, 
where tax-foreclosed properties are managed, were $75,000 short of covering 
operating costs. 

On June 30, 2010, Fund 268 has a negative cash balance and is reporting a 
negative fund balance of approximately $40,000. 

On August 19, 2010, this item was brought to the Finance and Audit committee 
who unanimously approved to forward this request to the full board for approval. 

B. Policv Issues 

lnterfund loans are a tool to address the policy issue of maintaining balanced 
funds and positive cash balances to comply with Local Budget Law. lnterfund loan 
policies are documented in Administrative Procedures Manual Chapter 4.040. 

C. Board Goals 

This item supports the goal of providing efficient and effective financial and 
administrative support and systems. 

D. Financial andlor Resource Considerations 

lnterfund loans have the effect of reducing available cash in the lending fund and 
increasing available cash in the borrowing fund during the loan term. This 
interfund loan request seeks charging interest at the internal rate of return on the 
County's internal investment pool, which is currently 1.566%. If the loan is 
approved for one year, interest is estimated to be $626 over the life of the loan. 

E. Analysis 

The costs of managing tax foreclosed properties have historically been covered 
from the proceeds of sales of such properties. Two factors have caused a shortfall 
in the proceeds available for management costs: 

Subsequent to the adoption of Lane Manual 21.435, two parcels were been 
designated by the Board as Parks land. In 2007 and 2008, the sale of one 
parcel resulted in proceeds of $835,596 and was credited to the Parks 
Fund. In 2009 a second parcel resulted in proceeds of $250,000 and was 
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credited to the newly established Industrial Revolving Fund. As a result, 
none of these proceeds was available for property management expenses. 

In recent years there has been a significant decrease in the number and 
value of properties acquired through tax foreclosure. This is because it 
takes about five years for delinquent property to transfer to County 
ownership. Five years ago the real estate market was strong, which kept 
properties out of the foreclosure process. The recent slump which hit 
Oregon in 2009 will probably reflect an increase in tax foreclosed property 
transfers to the County in 2014. 

During fiscal year 2010, revenues from tax-foreclosed properties were able to 
cover current operating costs plus $35,000 of the 2010 interfund loan. The 
revenues were $40,000 short of the balance of the interfund loan. 

We are expecting sales proceeds realized in the fiscal year 201 1 will be sufficient 
to repay the interfund loan in its entirety. If inadequate sales are realized, this 
issue will be brought to the Board of Commissioners for additional consideration. 

1. Approve a $40,000 interfund loan from the General Fund to the Management 
Services Special Revenue Fund bearing interest at the County's internal rate 
of return, payable in full at June 30, 201 1. 

2. Do not authorize the loan and instruct staff to seek alternative financing. 

IV. RECOMMENDATION 

The Finance and Audit Committee and the Financial Services Manager 
recommend authorization of the loan. 

If approved, the $40,000 will be immediately transferred to the Management 
Services Special Revenue Fund. A supplemental budget will be requested to 
reflect the loan and subsequent repayment. 

VI. FOLLOW-UP 

None. 

VII. ATTACHMENTS 

Order and Resolution 



THE BOARD OF COUNTY COMMISSIONERS, LANE COUNTY, OREGON 

ORDER AND ) IN THE MATTER OF AUTHORIZING AN OPERATING 
RESOLUTION ) INTERFUND LOAN IN THE AMOUNT OF $40,000 FROM 

) THE GENERAL FUND TO THE MANAGEMENT 
) SERVICES SPECIAL REVENUE FUND 

WHEREAS, ORS 294.460 allows loans from one County fund to another and 
requires an ordinance or resolution authorizing the loan; and 

WHEREAS, the Management Services Special Revenue Fund experienced a cash 
shortfall at June 30,2010 and anticipates adequate revenue to cover the shortfall in fiscal 
year 201 1; now therefore 

IT IS HEREBY ORDERED AND RESOLVED that the Board of Commissioners 
authorizes the Director of Management Services to effect an interfund loan pursuant to 
ORS 294.460 (the "Loan") to provide operating funds as described below: 

1. A loan shall be made fiom the General Fund in the principal amount of 
$40,000. 

2. The loan is an operating loan to be repaid in full no later than June 30, 
2011. 

3. The Loan shall bear interest at the County's internal rate of return. 
Accrued interest is due and payable in full on June 30,201 1. 

Dated this day of September, 2010 

BILL FLEENOR, CHAIR 
Board of County Commissioners 


