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PAuULY, ROGERS, AND CO., P.C.

12700 SW 72" Ave. Tigard, OR 97223
(503) 620-2632 (503) 684-7523 FAX
www.paulyrogersandcocpas.com

March 1, 2015
To the Honorable Mayor and
Members of the City Council
City of Adair Village, Oregon

INDEPENDENT AUDITORS' REPORT

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, cach major fund and the aggregate remaining fund information of the City of Adair Village,
Oregon, as of and for the year ended June 30, 2012, which collectively comprise the basic financial
statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors’ judgment, includin g the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the preparation and
fair presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.
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Opinions

In our opinion, the financial statements referred to above present fairly, in all materijal respects , the
respective financial position of the governmental activities, the business-type activities » each major fund,
and the aggregate remaining fund information of the City of Adair Village, Oregon, as of June 30, 2012,
and the respective changes in financial position and, where applicable, cash flows thereof for the year
then ended in accordance with accounting principles generally accepted in the United States of America.

Other Matters
Reguired Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management's
Discussion and Analysis and the required supplementary information, as listed in the table of contents, be
presented to supplement the basic financial statermnents. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board, who considers it to be
an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the
Management’s Discussion and Analysis, in accordance with auditing standards generally accepted in the
United States of America, which consisted of inquiries of management about the methods of preparing the

The budgetary comparison schedules presented as Required Supplementary Information, as listed in the
table of contents, have been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting records used to prepare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America, and in our opinion are fairly stated in all material respects in
relation to the basic financial statements taken as a whole.

Supplementary Information
Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the basic financial statements. The supplementary and other information, as listed in the table

of contents, are presented for purposes of additional analysis and are not a required part of the basic
financial statements, The supplementary information, as listed in the table of contents, is the
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Other Information

The isting of board members containing their term expiration dates, located before the table of contents,
and the other information, as listed in the table of contents, have not been subjected to the auditing
procedures applied in the audit of the basic financial statements and, accordingly, we do not express an
opinion or provide any assurance on them.

Report on Other Legal and Regulatory Requirements

In accordance with Minimum Standards for Audits of Oregon Municipal Corporations, we have issued
our report dated March 1, 2015, on our consideration of compliance with certain provisions of laws and
regulations, including the provisions of Oregon Revised Statutes as specified in Oregon Administrative

Rules. The purpose of that report is to describe the scope of our testing of compliance and the results of
that testing and not to provide an opinion on compliance.

o, T age,

ROY R. ROGERS, CPA
PAULY, ROGERS AND CO., P.C.
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CITY OF ADAIR VILLAGE
Benton County, Oregon

MANAGEMENT DISCUSSION AND ANALYSIS

My discussion and analysis of the City of Adair Village’s financial position provides an overview of the City’s financial
activities for the fiscal year ended June 30, 2012.

Please read it in conjunction with the City’s basic financial statements, which begin on page 9.
FINANCIAL HIGHLIGHTS

s The City’s net assets decreased $302,488, or -6.62 percent, as a result of this year’s operations and a prior period
adjustment as noted on page 33,

e Net assets of our governmental activities decreased by $117,293 or -6.61 percent, of which $60,461 was related to
prior period adjustments as noted on page 33.

© Net assets of our business-type activities decreased by $185,195 or -6.63 percent.

©  The total cost of all the City’s programs in 2012 was $1,114,108; in 2011, this cost was $ 1,041,238,

CITY’S ACTIVITIES HIGHLIGHTS

Police Department Downsized

The budget for staffing the Adair Village Police Department was to be limited to a part-time chief (.6 FTE [full time
equivalent]), an officer who would serve only through the end of September, a .4 FTE Code Enforcement Officer, call
takers, and a reserve program. As it turned out, the new chief did not start until October, so the police officer, who served

as interim chief until we brought in the new chief, was asked to remain until December, The Cali Taker position was
discontinued before the budget vear started.

Resolution 2012-#3 was passed at the April 3" meeting of the City Council. This resolution simply made a correction to

the General Fund-Public Safety sub-fund moving $15,221for the five-year lease to buy contract for the two police cars
from Materials and Services category to Capital Qutlay. This change had no effect on the sub-fund’s bottom line.

Lease of Market and Restaurant

The City Council agreed to reduce the lease of the Adair Market and Firehouse 5 restaurant from $3,200 per month to
$2,400. This action impacted the amount appropriated in the 2011-12 Budget.

Final Payment on Facilities Management Contract with OMI/CH2M Hill

Resolution 2011-#15 transferred $20,833 from Unappropriated Balance to Materials and Services in order to make the
final August payment to CHZMHIll/OMI on their facility operations contract.

Emergency Response Preparations

Assistant City Administrator Pat Hare established an emergency backup system for the City working through the
AGILITY program, which was initiated by City County Insurance Services. This helped meet one of the Council’s goals
while costing the City nothing.

Engineering Projects

The City Engineer of record, Garrett Pallo of CivilWest Engineering Services, provided work on three major projects, in
addition to normal short-term projects. In addition, the City hired two outside engineering firms for projects connected to
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CITY OF ADAIR VILLAGE
Benton County, Oregon

MANAGEMENT DISCUSSION AND ANALYSIS

the Adair Village Industrial Site (AVIS). Plus, there was ongoing work connected to the City’s efforts to certify its 82 cfs
(cubic feet per second) water right. Total cost for these six large projects was over $172,000, specifics are below.

Storm Drain Improvements at Arnold and Birch - $4,176
An older, unmapped storm drain line that crossed Benton County’s Adair County Park was collapsing. CivilWest
organized meetings with the City and Benton County and developed a simple plan to rectify the problem.

Waste Water Facility Plan (WWFP) - $68,415
Civil West began work on g complete update of the City’s Waste Water Facility Plan. The last WWFP was
completed in 2006 and was limited in scope and out of date. Replacement of the existing plant will be required in

Water Rate Study - $20,307

Civil West completed a water rate study in order to support the cost of the City’s need to replace the in-ground
one million gallon reservoir on Voss Hill.  The reservoir can be used only to 80 percent capacity and then, the
leaks from the above ground portion of the reservoir (~33% of the whole tank) initiate large leaks. It is assumed

Water Rights Development - $23 596
The City has a Jarge (82 cubic feet per second [cf5T) water right for which we applied for certification through the
Oregon Water Resources Department. The application was contested by WaterWatch and these are the costs for

site on Camp Adair Road that is owned by the City. The initial work has been supported by a grant from Oregon
Business Development Department (OBDD) and ultimately, will be done in partnership with previous owners-
Boise Cascade and Georgia Pacific. This project will determine the area affected by the previous plywood
manufacture on the site. This is simply the first step in a range of studies that will need to be completed,

AVIS Integrated Brownficid Redevelopment (Maul Alongi, Inc) - $44,010
The Integrated Brownfield Redevelopment (IBR} project was also supported by a grant from OBDD. When



CITY OF ADAIR VILLAGE
Benton County, Oregon

MANAGEMENT DISCUSSION AND ANALYSIS
CITY COUNCIL GOALS

The City Council gained a new member in 2011 when Ron Mercer, who had originally come to the City as a RARE
(Resource Assistance for Rural Environments} intern, was elected to the Council. The City Council held a goal-setting
work session in January 2011 to update existing goals. The goals from that session have remained the same through the
2011-12 budget year. These goals include:

¢ Reduce water loss
s  Establish water rights and permit
e  Upgrade water plant & transmission lines
e  Control storm water infiltration & inflow
¢  Upgrade streets and sidewalks
*  Downtown/commercial center planning
¢ Interior restoration and public use of barracks
¢  Develop Emergency Management Plan
¢ Funding for wastewater facility plan
¢« Develop industrial site
¢ Complete Phase 1 ESA, define clean-up plan, find funding resources for clean-up, development plan

USING THIS ANNUAL REPORT

This annual report consists of a set of financial statements, The Statement of Net Assets {pg. 9) and the Statement of
Activities (pg. 10) provide information concerning the activities of the City as a whole and present a view of the monetary
standing of the City for the fiscal year end date of June 30, 2012. Fund financial statements begin on page 11 and provide
information on both governmental and proprietary, or business-type funds. A review of these statements will provide
information on the City’s revenues, expenditures, capital assets and liabilities and ultimately compare where we were
financially when the year started and where we are at the end of the fiscal year.

Reporting the City as a Whole

The Statement of Net Assets and the Statement of Activities provide the background information to determine how the
City’s financial situation has changed since the previous year. These statements use “accrual-based accounting,” which is
similar to accounting procedures used in the private sector. Accrual-based accounting records the City’s assets and
liabilities according to when they were due, not when they were actually paid or received.

These statements report the City’s “net assets” and how they changed. This allows one to determine the City’s fiscal
health, or financial position. Net assets represent the difference between what the City owes and what the City owns,
Increase or decrease in net assets, taken in conjunction with the actual activities undertaken by the City, determine whether
the City’s financial health is increasing or decreasing. Actual “activities” include any changes to the City’s property tax
base through an increase in population and any additions, improvements, or deterioration to the City’s capital assets
(buildings, land, equipment),

The financial statements divide the City’s activities into two areas:

¢  Govemmental Activities - The General Fund and the Street Fund are the primary areas here. it includes revenues from
other governments, property taxes, leases, franchise fees, and grants. It includes a wide variety of expenses,
including contracts for service, utilities, supplies, and general administrative costs. These funds are reported using
modified accrual accounting and breaks expenses into basic services-streets, public safety, parks, and general
government and planning.

* Business-type (proprietary) Activities - Water, Wastewater, Systems Development, Storm Drain, and Reserve
Funds are included here. Most revenues come as fee charges for services that the City delivers to our citizens and
customers.  Expenses include everything needed to provide those services-personal services, materials and
services, and capital outlay.
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CITY OF ADAIR VILLAGE
Benton County, Oregon

MANAGEMENT DISCUSSION AND ANALYSIS
THE CITY’S SITUATION AT THE END OF THE FISCAL YEAR

Table 1 befow shows the City’s Net Assets by Governmental and Business-type Activities and provides a comparison to
last year’s assets. Overalf the City’s Net Assets decreased from $4,567,702 10 $4,265,214,

Table 1
Net Assets
Governmental Activities Business-Type Activities Total
2012 2011 2012 2011 2012 2011
Current Assets $158,616 $209.862 $463,187 $515,032 $621,803 $724,894
Capital Assets 1,546,852 1,650,893 2,557,534 2,670.310 4,104,386 4,321,203
TOTAL
ASSETS 1,705,468 1.860,755 3,020,721 3.185,342 4,726,189 5,046,097
Current Liabilities 49,059 72,961 101,183 110,417 150,242 183,378
Non-current
Liabilities - 14,093 310,733 280.925 310,733 295,018
TOTAL
LIABILITIES 49,059 87,054 411,916 391,342 460,975 478.396
Net Assets:
Invested in
Capital Assets 1,532,759 1,623,751 2,203,788 2,346,763 3,736,547 3,970,514
Restricted for:
Streets 41,691 32,629 - - 41,691 32,629
Systems Devy. - - 198,229 188,932 198,229 188,932
Unrestricted 81,959 117.322 206,788 258,305 288,747 375,627
TOTAL NET
ASSETS $1,656,409 $1,773,702 $2,608,805  $2,794 000 $4.265214  $4,567,202

Net assets decreased 6.62 percent. Unrestricted net assets-the portion of that are used to finance day-to-day operation
without outside restraints, such as debt covenants, legislation, or other legal requirements-actually decreased from
$375,627 10 $288,747 or 231 percent. These decreases are based on the cost for the Adair Village Police Department and
on the investment in engineering projects {as presented above} made in preparation for expected growth, which has not
come to pass up to this time.

Table 2 below shows the Change in Revenues and Expenditures by Governmental and Business-type Activities and
provides a comparison to last year’s assets,

Table 2
Change in Revenues and Expenses

Business-Type

Governmental Activities Activities Total
Revenues: 2012 2011 2012 2011 2012 2011
Program Revenues:
Charge for
services $94,157 % 122,339 $ 499844 g 413,664 $ 594,001 3 536,003
Grants 58,757 6,029 - - 58,757 6,029
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General Revenues:
Property Taxes
Highway Fund
Allocation
Intergovernmental
Earnings on
Investments
Insurance
Proceeds
Capital Lease
Management Fees
Miscellaneous
Transfers

TOTAL
REVENUES

Program Expenses:
Governmental
Activities;

General
Government
Public Safety
Street
Maintenance
Culture &
Recreation
Unallocated
Interest

Proprietary
Activities:

Water

Wastewater

Other Business-

Type Funds
TOTAL EXPENSES

Increase (decrease) in
net assets

Net assets-Beginning of
year

Prior Period Adjust

Net assets-End of year

CITY OF ADAIR VILLAGE
Benton County, Oregon

MANAGEMENT DISCUSSION AND ANALYSIS

93,529 91,520 - - 93,529 91,520
45,754 44,362 - - 45,754 44,362
18,454 18,300 - - 18,454 18,300
2,950 1,910 - 2,625 2,950 4,535
51,982 8,928 6,654 4,458 58,636 13,386
- 56,083 - (56,083) - -
365,583 349,471 506,498 364,664 872,081 714,135
238,282 169,609 ; . 238,282 169,609
121,405 168,204 - - 121,405 168,204
41,666 44,832 - - 41,666 44,832
19,066 26,435 - - 19,066 26,435
1,996 2,976 - - 1,996 2,976
2012 2011 2012 2011 2012 2011
- - 369,818 365,109 369,818 365,109
- - 308,555 255,997 308,555 255,997
: - 13,320 8,076 13,320 8.076
422415 412,056 691.693 629,182 1,114,108 1,041,238
(56,832)  (62,585) (185,195)  (264,518) (242,027)  (327.103)
1,773,702 1,836,287 2,794,000 3,058,518 4,567,702 4,894,805
(60,461) - - - (60.461) -
$1,656,409 $1.773,702  $2,608,805 $2,794,000  $4.265214 $4.567.702




CITY OF ADAIR VILLAGE
Benton County, Oregon

MANAGEMENT DISCUSSION AND ANALYSIS

The City’s total revenues increased by $157,946. Total expenses increased by $72,870. Specifics on those changes can be
found under “City’s Activity Highlights” above.

GENERAL BUDGETARY HIGHLIGHTS

Over the year, the City Council revised the City’s budget in four areas:

* Funds were transferred within the Water Fund ($20,833) from Unappropriated Ending Fund Balance to Materials
and Services to pay the final month’s contract with CH2ZMHill/OMI for operations of the Water and Waste Water
plants.

* Funds were transferred within the General Fund ($7,611) from Materials and Services to Capital Outlay to
complete finat payment for the City’s two police cars.

*  Due to the receipt of unanticipated funds during the year, a supplemental budget was adopted to receive reventie
within the General Fund ($82,500) and the Wastewater Fund ($150,000) and appropriate the expenditures to

Areas of legal appropriations are personal services, material and services, capital outlay, transfers, debt service, and
contingencies. The General Fund has five sub-funds—Administration/P[anning, Building, Non-Departmental, Parks, and
Public Safety.

CAPITAL ASSETS

At the end of June 30, 2012, the City had $4,104,386 invested in land, buildings and improvements, strects, and
equipment. This represents a decrease (net of depreciation) of $156,357 or 3.67 percent,

Table 3
Capital Assets at Year-end
Net Depreciation

Governmental Activities Business-Type Activities Total
2012 2011 2012 2011 2012 2011

Land and
Improvements $ 132,757 $ 132,757 $79,557 $79,557 $212,314 $212.314
Buildings and
Improvements 765,459 765,459 745,029 745,029 1,510,488 1,510,488
Water and Sewer
System - - 3,744,953 3,744,953 3,744,953 3,744,953
Streets 1,075,533 £,075,533 - - 1,075,533 1,675,533
Park Improvements 86,717 70,993 - - 86,717 70,993
Equipment 92,911 92,911 464,091 464,091 557,002 557,002
Less accumulated
depreciation (606.526) (486,760) (2.476.096) (2.363,320) (3.082.622) (2,850,080)

Total 31,546,851  $1,650,893 $2,557,534  $2,670,310 $4,104385  $4.321,203




CITY OF ADAIR VILLAGE
Benton County, Oregon

MANAGEMENT DISCUSSION AND ANALYSIS
ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The Budget Committee (five Cily Council members and five citizen members) considered a wide range of factors when
establishing the budget for the fiscal year ending June 30, 2012. Estimales were made for a range of revenues, inchuding
property taxes, shared state revenues, grants, franchise fees, leases, and charges for utility service. They also needed to
factor in planning and building permit fee revenue by estimating new construction and remodels that might take place in
the City.  Water and Wastewater utility rates were raised for the first time since 2001-02 in preparation for necessary
upgrades to the water and wastewater facilities and more immediately to pregare o teplace the one million gallon reservoir
on Voss Hill. An expanding summer youth program brought small new expenses. Ending the facility management
confract with CH2ZMHill/OMI and bringing Public Works back in-house will lead to long term savings in the Water and
Waste Water Funds and increased maintenance and improvements to all areas within the Public Works programs-Storm
Drain, Streel, Wastewater, and Water Funds,
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Signed

Drew Foster, City Adminisirator
Name & Title
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CITY OF ADAIR VILLAGE
BENTON COUNTY, OREGON

BASIC FINANCIAL STATEMENTS
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CITY OF ADAIR VILLAGE
BENTON COUNTY, OREGON

STATEMENT OF NET ASSETS
June 30, 2012

ASSETS

Cash and Cash Equivalents

Receivables:
Accounts
Taxes

Prepaid Expenses

Capital Assets:
Land

Other Capital Assets, Net of Accumulated Depreciation

Total Assets

LIABILITIES

Current Liabilities:
Accounts Payable
Payroll Liabilities

Accrued Compensated Absences

Accrued Interest

Long Term Debt Due Within One Year

Noncurrent Liabilities:

Long Term Debt Due in More than One Year

Total Liabilities

NET ASSETS

Invested in Capital Assets, Net of Related Debt

Restricted for:
Streets

System Development

Unrestricted

Total Net Assets

Governmental Business-Type

Activities Activities Total
$ 116,402 b 377,941 b 494 343
36,931 83,448 120,379
4,722 - 4,722
561 1,798 2,359
132,757 79,557 212,314
1,414,095 2,477,977 3,892,072
$ 1,705,468 $ 3,020,721 3 4,726,189
$ 20,381 $ 21,935 $ 42316
11,527 26,159 37,686
2,866 5,330 8,196
192 4,746 4,938
14,093 43,013 57,106
- 310,733 310,733
49,059 411,916 460,975
1,532,759 2,203,788 3,736,547
41,691 - 41,691
- 198,229 198,229
81,959 206,788 288,747
b 1,656,409 $ 2,608,805 3 4,265,214

See accompanying noles to the basic financial statements.
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CITY OF ADAIR VILLAGE

BENTON COUNTY, OREGON

STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2012

F unctions/Programs

Primary Government

Governmental Activities
General Government
Public Safety
Street Maintenance and Construction
Culture and Recreation
Unatlocated Interest Expense

Total Governmental Activities

Business -Type Activities
Water
Wastewater
Other Business-Type Funds
Total Business - Type Activities

Total Primary Government

Program Revenues

Operating
Charges for Grants and
Expenses Services Coniributions
$ 238,282 % 94,157 % 54,833
121,405 - 1,924
41,666 - -
19,066 - 2,000
1,996 - -
422,413 94,157 58,757
369,818 302,994 -
308,555 170,931 -
13,320 25,919 -
691,653 499,844 -
3 1,114,108 % 594,001 $ 58,757

See accompanying notes to the basic financial statements,
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Net Revenue (Expenses) and
Changes in Net Assets

Net Revenue Governmental Business-Type
{Expenses) Activities Activities Total

$ (89,292) $ (89,292) $ - $ (89,292)

(119,481) (119,481) - (119,481)

(41,666} (41,666) - {41,666)

{17,066) (17,066) - (17,066}

(1,996) {1,996) - (1,996)

(269,501) (269,501) - {269,501)

(66,824) - {66,824) (66,824)

(137,624) - {137,624) (137,624)

12,599 - 12,599 12,599

(191,849) - (191,849) {191,849)

3 (461,350} (269,501) (191,849) (461,350)

General Revenues:

Property Taxes 93,529 - 93,529
Highway Taxes 45,754 - 45,754
Intergovernmental 18,454 - 18,454
Earnings on Investments 2,950 - 2,950
Miscellaneous 51,982 6,654 58,636
Loan Proceeds - - -
Total General Revenues 212,669 6,654 219,323

Change in Net Assets (56,832) (185,195) (242,027)
Beginning Net Assets 1,773,702 2,794,000 4,567,702

Prior Period Adjustment {60,461) - (60,461)
Ending Net Assels $ 1,656,409 $ 2,608,805 $ 4,265,214

See accompanying notes 1o the basic financial statements.
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CITY OF ADAIR VILLAGE

BENTON COUNTY, OREGON

COMBINED BALANCE SHEET

GOVERNMENTAL FUNDS

June 30, 2012

ASSETS:
Cash and Investments
Receivables:
Agcounts
Taxes
Prepaids

Total Assets

LIABILITIES, DEFERRED INFLOWS OF RESOUR

Liabilities:
Accounts Payable
Payroll Liabilities
Total Liabilities

Deferred Inflows of Resources:
Unavailable Property Tax Revenue

Total Peferred inflows of Resources
Fund Balance:
Restricted for;
Streets
Unassigned

Total Fund Balance

Tatal Liabitities, Deferred Inflows of
Resources and Fund Balance

See accompanying notes to the basic financial statements.

STREET
GENERAL FUND TOTAL
$ 75,933 $ 40,469 % 116,402
32,956 3,975 36,931
4,722 - 4,722
561 - 561
$ 114,172 $ 44,444 $ 158,616
CES, AND FUND BALANCE:
g 19,438 $ 943 $ 20,381
9,717 1,810 11,527
29,155 2,753 31,908
4.025 . 4,025
4,025 - 4,025
. 41,691 41,691
80,992 - 80,992
80,992 41,691 122,683
3 114,172 $ 44,444 $ 158,616
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CITY OF ADAIR VILLAGE
BENTON COUNTY, OREGON

RECONCILIATION OF BALANCE SHEET OF GOVERNMENTAL FUNDS
TO STATEMENT OF NET ASSETS
June 30, 2012

Explanalion of certain differences between the governmental fund balance sheet and the government-wide statement of net assets,

Fund Balances $ 122.683

The cost of capital assets (land, buildings, improvements, machinery and equipment,
infrastructure, and construction in progress) is reported as an expenditure in
governmental funds. The statement of net assets includes those capital assets among
the assets of the City as a whole.

Net Capital Assets 1,546,852
Long-term liahilities applicable to the County's governmental activities are not due

and payable in the current period and accerdingly are not reported as fund liabilities.
All liabilities, both current and long-term, are reported in the statement of net assets.

Accrued Compensated Absenses $ {2.866)
Accrued Interest (192)
Capital Lease Payable (14,093)
(17,131)
Other long-term assets are not available to pay for current-period expenditures and
therefore are unavailable in the funds.
Unavailable Property Tax Revenues 4,025
Total Nel Asscls $ 1,656,409

See accompanying notes to the basic financial statements.
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CITY OF ADAIR VILLAGE
BENTON COUNTY, OREGON

COMBINED STATEMENT OF REVENUES,
EXPENDITURES AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS
For the Year Ended June 30, 2012

GENERAL STREET
FUND FUND TOTAL
REVENUES:
Property Taxes $ 93,843 % - 93,843
Highway Taxes - 45,754 45,754
Franchise Fees 30,010 - 30,010
Intergovernmental 18,454 - 18,454
Grants 58,757 - 58,757
Traffic Safety Funds 400 - 400
Property Leases/Rents 32,761 - 32,761
Permits and Fees 11,386 - 11,386
Interest Income 2,950 - 2,950
Miscellaneous 50,843 739 51,582
Total Revenues 319,404 46,493 365,897
EXPENDITURES:
Current:
Personal Services 106,973 18,593 125,566
Materials and Services 233,237 18,838 252,075
Debt Service 15,221 - 15,221
Total Expenditures 355,431 37,431 392,862
Net Change in Fund Balance (36,027) 9,062 (26,965)
Fund Balance - Beginning of Year 117,019 32,629 149,648
Fund Balance - End of Year $ 80,992 % 41,691 122,683

See accompanying notes to the basic financial statements.
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CITY OF ADAIR VILLAGE
BENTON COUNTY, OREGON

RECONCILIATION OF STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES - GOVERNMENTAL FUNDS - TO
STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2012

Dxplanalion of certain differences between the governmental fund statement of revenues, expenditures, and changes in fund
balance and the government-wide statement of activities.

Nel Change in Fund Balance 3 (26,965}

Governmental funds reporl capital outlays as expenditures. However, in the
slatement of activities the cost of those assets is allocated over their estimated
useful lives and reported as depreciation expense. This is the amount by whicly
capitaf outiays exceeded depreciation in the current period.

Capitalized Additions, Net $ 9,768
Depreciation Expense, Net (53,348)
Net Adjustment (43,380)

Repayment of leng-term debt is an expenditure in the governmental funds,
however repayment reduces long-term liabilities in the statement of net assets.

Capital Lease Principal Payments 13,049
Change in Accrued Interest 176
Change in Accrued Compensated Absences 802
14,027
Revenues in the statement of activities that do not provide current financial
resources are nof reported as revenues in the funds,
Unavailable Property Tax Revenues {314}
Change in Net Assets 3 (56,832)

See accompanying neles Lo the basic financial statements.

-14-



CITY OF ADAIR VILLAGE
BENTON COUNTY, QREGON

COMBINED STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
June 30, 2012

SYSTEMS NONMAJOR
WATER WASTEWATER DEVELOPMENT PROPRIETARY
FUND FUND FUND FUNDS TOTAL
ASSETS:
Current Assets:

Cash and Investments A 170,276 $ - $ 181,811 $ 25854  § 377,941

Accounts Receivabie 33,157 48,778 - 1,513 83,448

Prepaids - 1,798 - - 1,798

Due From Other Funds 156,034 - - - 156,034

Total Current Assets 359,467 50,576 181,811 27,367 619,221
Noncurrent Assets:
Land 77,086 2,471 - - 79,557
Other Capital Assets, Net 1,110,318 1,359,211 - 8,448 2,477,977
Total Noncurrent Assels 1,187,404 1,361,682 - 8,448 2,557,534
Total Assets h 1,546,871 $ 1,412,258 3 181,811 3 35815 § 3,176,755
LIABILITIES AND NET ASSETS:
Current Liabilities:
Accounts Payable $ 11,590 h 16,314 $ - $ 31§ 21,935
Payroll Liabilities 14,339 11,152 - 668 26,159
Accrued Interest Payable 2,640 2,106 - - 4,746
Due To Other Funds . 156,034 - - 156,034
Compensated Absences 3,073 2.072 - 185 5,330
Bonds Payable, Due Within One Year 28,013 15,000 - - 43,013
Total Current Liabilities 58,655 196,678 - 884 257,217
Long Term Liabilitics:
Note Payable, Due in More Than One Year - 68,414 - . 68,416
Bonds Payable, Due in More Thar One Year 148,838 03,479 - - 242,317
Total Long Term Liabilities 148,838 161,895 - - 310,733
Total Liabilities 208,493 358,573 - 884 567,950
Nect Assets
Invested in Capital Assets,

Net of Related Debt 1,010,553 1,184,787 - 8.448 2,203,788
Restricted For Capital Projects - - 181,811 16,418 198,229
Unrestricted 327,825 (131,102) - 10,063 206,788

Total Net Assets 1,318,378 1,053,685 181,811 34,931 2,608,805

Total Liabilities and Net Assets $ 1,546,871 $ 1,412,258 3 181,811 5 35,815 % 3,176,755

Sec accompanying notes to the basic financial slatements.
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CITY OF ADAIR VILLAGE
BENTON COUNTY, OREGON

COMBINED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
PROPRIETARY FUNDS
For the Year Ended June 30, 2012

SYSTEMS NONMAJOR
WATER WASTEWATER DEVELOPMENT PROPRIETARY
FUND FUND FUND FUNDS TOTAL
OPLERATING REVENUES
Charges for Services b 301,955 b 170,931 $ 9,297 3 16,622  § 498,805
Deposits for New Service 1,039 - - - 1,039
Miscellaneous Revenues 3,696 2,588 - 370 6,654
Total Revenues 306,690 173,519 9,297 16,992 506,498
OPERATING EXPENSES
Personal Services 152,559 101,922 - 7,002 261,483
Materials and Services 158,930 134,453 - 5,998 299,381
Depreciation 47,540 64,916 - 320 112,776
Total Expenses 359,029 301,291 - 13,320 673,640
Operating Income (52,339) {127.772) 8,297 3.672 (167,142)
NON OPERATING REVENUES (EXPENSES)
Interest Expense (10,789) (7,264) - - {18,053)
Total Non-Operating Revenves (Fxpenses) {10,789) (7,264) - - (18,053)
Change in Net Assets (63,128) (135,036} 9,297 3,672 (185,195}
Beginning Net Assets 1,401,506 1,188,721 172,514 31,259 2,794,000
Ending Net Assets § 1,338,378 $ 1,053,685 181,811 $ 34931 % 2,608,805

See accompanying notes to the basic financial statements,
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CITY OF ADAIR VILLAGE
BENTON COUNTY, OREGON

COMBINED STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS
For the Year Ended June 30,2012

SYSTEMS NONMAJOR
WATER WASTEWATER DEVELOPMENT PROPRIETARY
FUND FUND FUND FUNDS TOTAL

Cash Flows From Operating Activities:

Cash Received From Customers 3 293 454 $ 140 402 3 9,297 $ 17,056 % 460,209
Cash Payments To Suppliers {176,514) (137,042) - {6,156) (319,712)
Cash Payments To Employees (148,298) (97.391) - (6,149) (251,838
Other Receipts 3,696 2,588 “ " 6,284
Net Cash From Operations (27,662) (91,443) G297 4,751 {105,057)
Cash Flows From Nen-Capital Financing Activities:
Transters 1o (from) Other Funds {45,244) . 45 244 - - -
Net Cash (Used) By Non-Capital
Financing Activities (45,244) 45,244 . - -
Cash Flows From Capital and Related Firancing Activities:
Proceeds from Long-Term Debt - 68,416 - - 68,416
Payment of Principal of Bonds, Contracis Payable (23,521) (14,696) - - (38,217
Payment of Interest on Leng-Term Debt (11,269} (7,521) - - (18,790
Net Cash (Used) By Capital and Related
Financing Activities {34,790) 46,199 - - 11,409
Net Increase In Cash and Investments (107,696) - 9,257 4,751 (93,648)
Balances - Beginning of Year 277,972 - 172,514 21,103 471,589
Balances - End of Year $ 176,276 $ - 3 181,811 3 25854 % 377,941
Reconciliation of Cash Flows From Operating
Aclivities 1o Operating Income
Operating Income $ (52,339) 3 (i27,772) &% 9,297 $ 3,_672 $ {167,142}
Adjustments
Depreciation/Amortization 47,540 64,916 - 320 112,776
(Increase), Decrease in Accounts Receivable (9,540) (30,529} - 64 (40,005)
(Increase), Decrease in Prepaids - (1,798) - - (1,798}
Increase, (Decrease) in Accounts Payable (17,584) (791} - (158) (18,533)
Increase, (Decrease) in Compensated Absences 915 641 - 185 1,741
Increase, (Decrease) in Payroll Liabilitiss 3,346 3,890 - 6568 7,904
Net Cash From Operations $ (27.662) § (91,443} % 9,287 % 4,751 % (105,057)

See accompanying notes to the basic financiaf statements.
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CITY OF ADAIR VILLAGE
BENTON COUNTY, OREGON

NOTES TO BASIC FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared in conformity with accounting principles generally accepted
in the United State of America (GAAP) as applied to government uinits. The Governmental Accounting
Standards Board (GASB) is the accepted standard-setting body for establishing governmental accounting
and financial reporting principles. The more significant accounting policies are described below.

THE FINANCIAL REPORTING ENTITY

The City of Adair Village is 2 municipal corporation, incorporated in 1976 under the authority of Oregon
Revised Statutes Section 221, and operates with a five member elected City Council comprised of the
mayor and four council members. The City Council appoints the City Administrator, who is responsible
for the day to day management of the City. The City operates water and wastewater systems and
maintains city streets and parks.

Accounting principles generally accepted in the United States of America require that these financial
statements present the City (the primary government) and all component units, if any, Component units,
as defined by the Governmental Accounting Standards Board (GASB) Statement No. 39, are separate
organizations that are included in the reporting entity because of the significance of their operational or
financial relationships with the City. There are no component units.

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS

The government-wide financial statements (the statement of net assets and the statement of activities)
report information on all of the non-fiduciary activities. Governmental activities, which normally are
supported by taxes and intergovernmental revenues, are reported separately from business-type activities,
which rely to a significant extent on fees and charges for support. The effect of inter-fund activity has
been removed from these statements.

The statement of activities reports the activities by function. The major functions are general government,
police services, and water/sewer services. The statement of activities demonstrates the degree to which
the direct expenses of a given function (i.e., general government, public safety, streets, etc.) are offset by
program revenues. Direct expenses are those that are clearly identifiable with a specific function.
Program revenues include 1) charges to customers or applicants who purchase, use, or directly benefit
from goods, services, or privileges provided by a given function and 2) grants and contributions that are
restricted to meeting the operational or capital requirements of a particular function or segment. Taxes
and other items not properly included among program revenues are reported instead as general revenues.

Separate fund financial statements are provided for governmental funds and proprietary funds. The
emphasis of fund financial statements is on major governmental and proprietary funds, each displayed in
a separate column. Remaining proprietary funds are reported in aggregate as non-major funds.

MEASUREMENT FOCUS, BASIS OF ACCOUNTING, AND FINANCIAL STATEMENT
PRESENTATION

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting, as are the proprictary fund financial statements. Revenues are
recorded when camed and expenses are recorded when a liability is incurred, regardless of the timing of
related cash flows. Property taxes are recognized as revenues in the year for which they are levied,
Grants and similar items are recognized as revenue as soon as all eligibility requirements imposed by the
provider have been met,
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CITY OF ADAIR VILLAGE
BENTON COUNTY, OREGON

NOTES TO BASIC FINANCIAT, STATEMENTS

1, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES ( CONTINUED)

MEASUREMENT FOCUS, BASIS OF ACCOUNTING, AND FINANCIAL STATEMENT
PRESENTATION (CONTINUED)

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available (susceptible to accruaf), Revenues are considered to be available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current period. For
this purpose, revenues are considered to be available if they are collected within 60 days of the end of the
current fiscal period. Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures, as well as expenditures related to compensated absences
and claims and judgments, are recorded only when payment is due. Also, inventory is expensed when
purchased, capital outlay is expensed rather than capitalized, and depreciation on capital assets is not
recorded.

Property taxes, franchise taxes, licenses, and interest associated with the current fiscal period are all
considered to be susceptible to accrual and so have been recognized as revenues of the current fiscal
period. All other revenue items are considered to be measurable and available only when cash is received.

There are two major governmental funds:

General Fund — This is the primary operating fund. It accounts for all financial operations except those
required to be accounted for in another fund. The principal revenue sources are property taxes, franchise
tees, state shared revenue, charges for services and interest on investments. Primary expenditures are for
general government, police protection and culture and recreation.

Street Fund - This fund accounts for the construction or reconstruction of streets and sidewalks. These
costs are paid primarily from moneys received pursuant to the State of Oregon Gas Tax Apportionment,

There are three major proprietary funds;

Water Fund - This fund accounts for the revenues and ¢xpenses of the water utility. The primary revenue
source is fees for services.

Wastewater Fund - This fund accounts for the revenues and expenses of the wastewater utility, The
primary revenue source is fees for services.

Systems Development (SDC) Fund ~ This fund accounts for the system development charges which are
assessed for new construction. SDC fees are the main revenue source,

There are two non-major proprietary funds:

Storm Drain Fund — This fund accounts for revenues and expenses of the storm drain utility. The primary
revenue source is fees for services.

Reserve Fund — This fund accounts for capital outlay expenditures for the water plant. The primary
revenue source is transfers from other funds,



CITY OF ADAIR VILLAGE
BENTON COUNTY, OREGON

NOTES TO BASIC FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

MEASUREMENT FOCUS, BASIS OF ACCOUNTING, AND FINANCIAL STATEMENT
PRESENTATION (CONTINUED)

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund's principal ongoing operations. The principal operating revenues of
the enterprise funds are charges to customers for sales and services. Operating expenses for enterprise
funds include the cost of sales and services, administrative expenses, and depreciation on capital assets.
All revenues and expenses not meeting this definition are reported as nonoperating revenues and
expenses.

BUDGETS

A budget is prepared for all funds in accordance with the modified accroal basis of accounting and legal
requirements set forth in the Oregon Local Budget Law. The budgets for all funds are adopted on a basis
cousistent with generally accepted accounting principles except that property taxes received more than 60
days after year-end are not considered budgetary resources in the funds, inventory is expensed when
purchased, debt is recorded as an expenditure when paid, capital outlay is recorded as an expenditure
rather than capitalized, and depreciation is not recorded on capita) assets.

The budget process begins early in each fiscal year with the establishment of the Budget Committee.
Recommendations are developed through late winter with the Budget Committee approving the budget in
carly spring. Public notices of the budget hearing are published generally in early spring with a public
hearing being held approximately three weeks later. The Council may amend the budget prior to adoption;
however, budgeted expenditures for each fund may not be increased by more than ten percent. The
budget is then adopted, appropriations are made and the tax levy declared no later than June 30th.

Expenditure budgets are appropriated at the following levels for each fund.

LEVEL OF CONTROL

Personal Services Inter-fund Transactions
Materials and Services Debt Service
Capitai Outlay Operating Contingency

Expenditures cannot legally exceed the above appropriation levels except in the case of grants which
could not be estimated at the time of budget adoption. All annual appropriations lapse at fiscal year end.
Management may amend line items in the budget without Council approval as long as appropriation
tevels (the legal level of control) are not changed. Supplemental appropriations may occur if the City
Council approves them due to a need which exists which was not determined at the time the budget was
adopted.
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CITY OF ADAIR VILLAGE
BENTON COUNTY, OREGON

NOTES TO BASIC FINANCIAL STATEMENTS

1._SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES ( CONTINUED)

BUDGETS (CONTINUED)

Budget amounts shown in the basic financial statements reflect the original budget amount and final
budget amounts, which include several appropriation transfers and one supplemental budget. Expenses of
the various funds were within authorized appropriations for the year ended June 30, 2012, except as
follows: General Fund: Personal Services over expended by $1,635 and Debt Service over expended by
$15,221; Street Fund: Personal Services over expended by $5,078; Water Fund: Personal Services over
expended by $19,812 and Debt Service over expended by $477; Wastewater Fund: Personal Services over
expended by $14,643 and Debt Service over expended by $461; and the Storm Drain Fund: Personal
Services over expended $1,610 and Materials and Services over expended by $5,908.

ESTIMATES

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY

Deposits and Investments

The cash and cash equivalents are considered to be cash on hand, demand deposits, short-term
investments with original maturities of three months or less from the date of acquisition, and cash and
investments in the State Local Government Investment Pool. Investments, including equity in pooled
cash and investments, are stated at fair value.

Receivables and Payables

Activity between funds that are representative of lending/borrowing arrangements outstanding at the end
of the fiscal year are referred to as either “due to/ from other funds” (i.e., the current portion of inter-fund
loans) or “advances to/from other funds” (i.e., the non-current portion of inter-fund loans). All other
outstanding balances between funds are reported as “due to/from other funds.”

Uncollected property taxes are shown in the combined balance sheet. Uncollected taxes are deemed by
management to be substantially collectible or recoverable thirough liens; therefore, no allowance for
uncollectible taxes has been established. Property taxes collected within approximately 60 days of the
fiscal year-end are recognized as revenue. The remaining balance of taxes receivable is recorded as
deferred revenue because it is not deemed by management to be available to finance operations of the
current period,

Receivables of the enterprise funds are recognized as revenue when earned, including services provided

but not billed. Receivables in enterprise funds are deemed by Inanagement to be substantially collectible
or recoverable through Hens; therefore, no allowance for uncollectables has been established.
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CITY OF ADAIR VILLAGE
BENTON COUNTY, OREGON

NOTES TO BASIC FINANCIAL STATEMENTS
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINULED)

ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY (CONTINUED)

Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., roads, bridges,
sidewalks, and similar items), are reported in the applicable governmental or business-type activities
columns in the government-wide financial statements. Capital assets are defined as assets with an initial,
individual cost of more than $5,000 and an estimated useful life in excess of two years. Assets are
recorded at historical cost or estimated historical cost if purchased or constructed. Donated capital assets
are recorded at estimated fair market value at the date of donation.

Additions or improvements and other capital outlays that significantly extend the useful life of an asset, or
that significantly increase the capacity of an asset, are capitalized. The costs of normal maintenance and
repairs that do not add to the value of the asset or materially extend assets lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest
incurred during the construction phase of capital assets of business-type activities is included as part of
the capitalized value of the assets constructed.

Property, plant, and equipment of the primary government are depreciated using the straight line method
over the following estimated useful lives:

Buildings and Improvements 30-50 years
Infrastructure 20-50 years
Equipment 7-10 years

Supply Inventories

Inventories are expensed as purchased. Inventories are not recorded as an asset because they are
considered by management to be immaterial at year end.

Compensated Absences

Accumulated vested compensated absences are accrued in the government-wide and enterprise fund
financial statements as earned by the employees. Sick pay, which does not vest, is recorded when leave is
taken. A liability for vacation pay is not accrued in the governmental funds because it is not expected that
vacation pay will be liquidated with expendable available resources.

Deferred Inflows

On the fund financial statements, unavailable revenue arises when resources do not satisfy both the
measurable and available criteria for recognition in the current year. In subsequent periods, when
recognition criteria are met, the liability for unavailable revenue is removed and revenue is recognized.
For example, the City owns several properties that are leased out to third parties. If the lessee prepays
thetr rent, the amount of rent that is prepaid at year end is deferred and recognized in the subsequent year.
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CITY OF ADAIR VILLAGE
BENTON COUNTY, OREGON

NOTES TO BASIC FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY (CONTINUED)

Deferred Ountflows/Inflows of Resources

In addition to assets, the Combined Balance Sheet - Governmental Funds wil] sometimes report a separate
section for deferred outflows of resources. This separate financial statement element, deferred outflows
of resources, represents a consumption of net position that applies to future periods and so will not be
recognized as an outflow of resources (expenditure) until then. There were no deferred outflows at year
end,

In addition to liabilities, the Combined Balance Sheet - Governmental Funds will sometimes report a
separate section for deferred inflows of resources. This separate financial statement element, deferred
inflows of resources, represents an acquisition of net position that applies to future periods and so will not
be recognized as an inflow of resources (revenue) until that time. Deferred inflows consisted of
unavailable property taxes,

Long-term Obligations

In the government-wide financial statements and proprietary fund types fund financial statements, long-
term debt and other long-term obligations are reported as liabilities in the applicable governmental
activities, business-type activities, or proprietary fund type statement of net assets.

In the fund financial statemenrs, governmental fund types recognize bond premiums and discounts during
the current period. The face amount of debt issued is reported as other financing sources. Premiums
received on debt issuances are reported as other financing sources while discounts on debt issuances are
reported as other financing uses. Issuance costs, whether or not withheld from the actual debt proceeds
received, are reported as debt service expenditures,

Fund Balance/Net Assets

In the fund financial statements, governmental funds report reservations of fund balance for amounts that
are not available for appropriation or are legally restricted by outside parties for use for a specific
purpose. Designations of fund balance represent tentative management plans that are subject to change.
Net assets comprise the various net earnings from operations, non-operating revenues, expenses and
contributions of capital. Net assets are classified in the following three categories.

Net investment in capital assets — consists of all capital assets, net of accumulated depreciation and
reduced by the outstanding balances of any bonds or other borrowings that are attributable to the
acquisition, construction, or improvement of those assets.

Restricted — consists of external constrainis placed on nef asset use by creditors, grantors, contributors, or
laws or regulations of other governments or constraints imposed by law through constitutional provisions

or enabling legislation.

Unrestricted net assets — consists of all other net assets that are not included in the other categories
previously mentioned.
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CITY OF ADAIR VILLAGE
BENTON COUNTY, OREGON

NOTES TO BASIC FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY (CONTINUED)

Fund Balance

In March 2009, the GASB issued Statement No. 54, Fund Balance Reporting and Governmental Fund-
type Definitions. The objective of this statement is to enhance the usefulness of fund balance information
by providing clearer fund balance classifications that can be more consistently applied and by clarifying
the existing governmental fund-type definitions. This statement establishes fund balance classifications
that comprise a hierarchy based primarily on the extent to which a government is bound to observe
constraints imposed on the use of the resources reported in governmental funds. Under this standard, the
fund balance classifications are non-spendable, restricted, committed, assigned, and unassigned.

¢ Non-spendable fund balance represents amounts that are not in a spendable form. The non-
spendable fund balance represents inventories and prepaid items.
» Restricted fund balance represents amounts that are legally restricted by outside parties for a

specific purpose (such as debt covenants, grant requirements, donor requirements, or other
governments) or are restricted by law (constitutionally or by cnabling legislation).

e Committed fund balance represents funds formally set aside by the governing body for a
particular purpose. The use of committed funds would be approved by resolution,

e Assigned fund balance represents amounts that are constrained by the expressed intent to use
resources for specific purposes that do not meet the criteria to be classified as restricted or
committed. Intent can be stipulated by the governing body or by an official to whom that
authority has been given by the governing body. The authority to classify portions of ending fund
balances as assigned is granted to the City Administrator.

¢ Unassigned fund balance is the residual classification of the General Fund. Only the General
Fund may report a positive unassigned fund balance. Other governmental funds would report any
negative residual fund balance as unassigned.

The following order of spending regarding fund balance categories is as follows: restricted resources are
spent first when both restricted and unrestricted (committed, assigned or unassigned) resources are
available for expenditures. When unrestricted resources are spent, the order of spending is committed (if
applicable), assigned (if applicable)} and unassigned.

There were no non-spendable, committed, or assigned fund balances at June 30, 2012,
Cash Flow Statements
For purposes of the statement of cash flows, enterprise funds consider all highly liquid investments with a

maturity of three months or less when purchased to be cash equivalent. Accordingly, all investments are
considered to be cash equivalents.
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CITY OF ADAIR VILLAGE
BENTON COUNTY, OREGON

NOTES TO BASIC FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

ASSETS, LIABILITIES, AND NET ASSETS OR EQUITY ( CONTINUED)

Property Tax Calendar

Property taxes attach as an enforceable lien on J uly 1 for real property and personal property. Taxes are
levied as of July 1 and payable in three installments on November 15, February 15, and May 15, Real
property taxes unpaid on May 16 are considered delinquent. Uncollected taxes, including delinquent
amounts, are deemed by management to be substantially collectible or recoverable through liens.
Therefore, no allowance for uncollectibles has been established by management,

2. CASH AND INVESTMENTS

A cash pool is maintained that is available for use by all funds. Each portion of this pool is reported on
the balance sheet as Cash and Investments.

Cash and Investments at June 30,2012 (recorded at cost) consisted of:

Cash on hand $ 106
Deposits with financial instutions 16,163
Oregon State Treasurer's Local Government Investment Pool 484,080
Total 3 494,343

Cash and Investments are reflected in the government-wide Statement of Net Assets as follows:

Governmental activities $ 116,402
Business-type activities 377,941
Total cash and investments 3 494,343

Credit Risk - Deposits

Investments

The investment policy is to follow the State statutes governing cash management, Oregon Revised
Statutes authorize investing in obligations of the 1.8 Treasury, U.S. government agencies and
instrumentalities, bankers’ acceplances puaranteed by an Oregon financial institution, repurchase
agreements, State of Oregon Treasury Local Government Investment Pool, various interest bearing bonds
of Oregon municipalities, certificates of deposit, and certain commercial paper among other investiments.
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CITY OF ADAIR VILLAGE
BENTON COUNTY, OREGON

NOTES TO BASIC FINANCIAL STATEMENTS

2. CASH AND INVESTMENTS (CONTINUED)

Investments (Continued)

There is participation in the Oregon State Treasurer’s Local Government Investment Pool {(LGIP or Pool),
an open-ended, no-foad diversified portfolio created under ORS 294.805 to 294.895. The Pool is not
registered with the U.S. Securities and Exchange Commission as an investment company and is not rated.
The State’s investment policics are governed by the Oregon Revised Statutes and the Oregon Investment
Council. The State Treasurer is the investment officer for the Pool and is responsible for all funds in the
Pool. These funds must be invested and managed, as a prudent investor would, exercising reasonable
care, skill and caution. Investments in the Pool are further governed by portfolio guidelines issued by the
Oregon Short-Term Fund Board (OSTFB), which establishes diversification percentages and specifies the
types and maturities of investments. The Oregon Audits Division of the Secretary of State’s Office audits
the Pool annually, A copy of the State’s Comprehensive Annual Financial Report may be obtained at the
Oregon State Treasury, 350 Winter St. NE, Salem, Oregon 97310-0840.

Amounts in the State Treasurer’s Local Government Investment Pool are not required to be collateralized.
Investments are stated at cost, which approximates fair value. There were no known violations of fegal or
contractual provisions for deposits and investments during the fiscal year.

As of June 30, 2012 there were the following investments:

Investment Maturities (in months)

Investment Type Fair Value Lessthan3 3-17 18-39

State Treasurer's Investment Pool $ 484,080 3 484080 $ - $ -

Total $ 484,080 $ 484,080 § - $ -
Interest Rate Risk

Oregon Revised Statutes require investments to not exceed a maturity of 18 months, except when the
local government has adopted a written investment policy that was submitted to and reviewed by the
OSTFB. The City manages exposure to declines in fair values by limiting the weighted average maturity
of the investment portfolio to levels required by State statute.

Credit Risk

The Oregon Revised Statutes do not limit investments as to credit rating for securities purchaséd from
U.S. Government Agencies. The investments in U.S. Government Agencies were rated AAA by Standard
& Poor’s and AAA by Moody’s Investor Service. The State Pool is unrated.

Oregon Revised Statutes require banker’s acceptances to be guaranteed by and carried on the books of a
qualified financial institution, eligible for discount by Federal Reserve System, and issued by a qualified
financial institution whose short-term letter of credit rating is rated in the highest category by one or more
nationally recognized statistical rating organizations. There are no investments in banker’s acceptances.

Concentration of Credit Risk

At June 30, 2012, 100% of total investments were in the Oregon State Treasury’s Local Government
Investment Pool. State statutes do not limit the percentage of investment in the Pool.
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CITY OF ADAIR VILLAGE
BENTON COUNTY, OREGON

NOTES TO BASIC F INANCIAL STATEMENTS

3. CAPITAL ASSETS

Capital asset activity for governmental activities for the year ended June 30, 2012 is as follows:

GOVERNMENTAL ACTIVITIES CAPITAL ASSETS

Prior Period
Description June 30, 2011 Adjusiments Additions {Deletions) June 30, 2012
Land $ 132,757 5 - 3 - $ - $ 132,757
Total Non-Depreciable Capital Assets 132,757 - - - 132757
Buildings and Improvemenis 765,459 - - - 765,459
Equipment 92911 - - - 92,911
Streets 1,075,533 - - - 1,075,533
Park Improvements 70,993 5,956 9,768 - 86,717
Total Depreciable Capital Assets 2,004,806 5,956 9,768 - 2,020,620
Less Accumulated Depreciation
Buildings and Improvements 86,014 - 15,309 - 101,323
Equipment 11,655 29,264 11,282 - 52,201
Streets 359,728 37,153 21,919 - 418,800
Park Improvements 29,363 - 4,838 - 34,201
Less Accumulated Depreciation 486,760 66,417 53,348 - 606,525
Net Depreciable Capital Assets 1,518,136 1,414,095
Net Capital Assels 5 1,65[1893 5 f_,54@52_

Depreciation expense for governmental activities is charged to functions as follows:

General Government $ 30,248
Public Safery 15418
Streets 5,281
Culture and Recreation 2401
Total $ 53,348
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CITY OF ADAIR VILLAGE
BENTON COUNTY, OREGON

NOTES TO BASIC FINANCIAL STATEMENTS

3. CAPITAL ASSETS (CONTINUED)

Capital asset activity for business-type activities for the year ended June 30, 2012 is as follows:

Description

BUSINESS-TYPE ACTIVITIES CAPITAL ASSETS

L.and
Total Non-Depreciable Capital Assets
Buildings
Water and Sewer Systemn
Machinery and Equipment
Total Depreciable Capilal Assets
Less Accumulated Depreciation
Buildings
Water and Sewer System
Machinery and Equipment
Less Accumulated Depreciation

Net Depreciable Capital Assets

Net Capital Assets

Depreciation expense for business-type activities is charged to functions as follows:

Walter
Wastewater
Storm Dramage

Total

$ 47 540
64,916

320

s 1127%
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June 30, 2011 Additions June 30, 2012
$ 79,557 - 3 79,557
79,537 - 79,557
745,029 - 745,029
3,744,953 - 3,744,953
464,091 - 464,001
4,934,073 - 4.954,073
609,009 3279 612,288
1,376,178 94 083 1,470,261
378,133 15414 393,547
2,363,320 112,776 2,476,006
2,590,753 2,477.977
$ 2,670,310 A 2,557,534



CITY OF ADAIR VILLAGE
BENTON COUNTY, OREGON

NOTES TO BASIC FINANCIAL STATEMENTS

4. LONG-TERM OBLIGATIONS

Changes in long-term obligations for the year ended June 30, 2012 were as follows:

Interest Begimning Ending Due within
Rates Balance Increase Decrease Balance One Year
Governmenial Activities:
Capital Leases
Police Vehicle Lease 8.00% $ 27,142 § - § 13,049 3 14093  § 14093
Compensated absences 3,668 3,345 4,147 2,866 2,866
Total governmental
activities $ 30810 % 335§ 17196 § 16959  § 16,959
Business-type Activities:
Compensated absences $ 3,589 % 111§ 6370 % 5330 % 5,330
Notes payable:
PEQ Note - 68416 - 68416 -
Bonds payabie:
1980 Water Bonds 5% 37,830 - 3,930 33,900 8,013
1997 Water Bonds 4.5-5.75% 165,000 - 20,000 145,000 20,000
Bond Discount {(2.458) - (409) (2,049) -
1997 Wastewater Bonds 4.5-575% 125,000 - 15,000 110,000 15,000
Bond Discount (1,825) - {304) (1,521) -
Total business-type
activities $ 07136 0§ 76527 % 44587 5 359076 § 48343

Capital Lease

On April 24, 2009, two police vehicles were acquired, totaling $65,633, through a capital lease. The lease
calls for annual payments of $15,221, which includes interest at 8%. The lease will be fully paid in 2013.

Annual debt service requirements to maturity for this capital lease are as follows:

Total Principal Interest
2012-2013  § 15221 % 14093 % 1,128
Totals $ 15221 % 14,093 § 1,128

Bonds Payable

On June 10, 1980, revenue water bonds were issued, (series 1980) in the amount of $100,000. Proceeds
from this bond issue were used to fund construction of a water distribution system. This issue calls for
varying principal and interest annual repayments, which includes interest at 5.00 percent. The
unobligated net revenue of the Water Fund is pledged to the payment of principal and interest, Although
this bond is exchangeable upon ninety (90) days notice, no action has been taken to call any portion of the
outstanding bond as of June 30, 2012.
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CITY OF ADAIR VILLAGE
BENTON COUNTY, OREGON

NOTES TO BASIC FINANCIAL STATEMENTS

4. LONG-TERM OBLIGATIONS (CONTINUED)

Annual debt service requirements to maturity for this bond issue are as follows:

Total Principal Interest
20612-2013 $ 9422 % 3,013 % 1,409
2013-2014 9,423 8,417 1,006
2014-2015 9,423 8,843 580
2015-2016 8,760 8,627 133
Totals b 37,028 b 33,900 $ 3,128

On Octaber 7, 1997, revenue water bonds were issued, (series 1997} in the amount of $345,000. Proceeds
from this bond issue were used to fund improvements to the Water Plant. This issue calls for varying
principal and interest annual repayments, which includes interest that varies between 4.50 percent to 5.75
percent, depending on the maturity date of the bond. The bonds were sold at a discount of $8,189 and
mature over a twenty-year period. The unobligated net revenue of the Water Fund is pledged to the
payment of principal and interest.

Annual debt service requirements to maturity for this bond issue are as follows:

Total Principal Interest

2012-2013 % 27763 % 20,000 § 7,763
2013-2014 26,613 20,000 6,613
2014-2015 30,319 25,000 5319
2015-2016 28,881 25,060 3,881
2016-2017 27443 25,000 2,443
2017-2018 30,863 30,000 863

Totals 3 171882 % 145000 $ 26,882

On October 7, 1997, revenue wastewater bonds were issued, (series 1997) in the amount of $255,000.
Proceeds from this bond issue were used to fund improvements to the Wastewater Plant. This issue calls
{or varying principal and interest annual repayments, which includes interest that varies between 4.50
percent to 5.75 percent, depending on the maturity date of the bond. The bonds were sold at a discount of
$6,081 and mature over a twenty-year period. The unobligated net revenue of the Wastewater Fund is
pledged to the payment of principal and interest.

Annual debt service requirements to maturity for this bond issue are as follows:

Total Principal Interest

2012-2013 $ 20,894 % 15000 % 5,894
2013-2014 20,031 15,000 5,031
2014-2015 24,025 20,000 4,025
2015-2016 22,875 20,000 2875
2016-2017 21,725 20.000 1,725
2017-2018 20,575 20,000 5375

Totals b3 130,125 § 110,000 § 20,125
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CITY OF ADAIR VILLAGE
BENTON COUNTY, OREGON

NOTES TO BASIC FINANCIAL STATEMENTS

4. LONG-TERM OBLIGATIONS ( CONTINUED)

Note Payable

On February 16, 2012, a loan agreement was entered into with the Oregon Department of Environmental
Quality, Clean Water State Revolving Fund for improvements to the wastewater treatment facility. The
loan is in the amount of $180,000, payable at an interest rate of 1.04%, of which, at June 30, 2012,
$68,416 had been disbursed and was outstanding. Repayment of the loan is scheduled to begin September
1, 2014 after all disbursements are scheduled to have been made. The City grants DEQ a security interest
in and irrevocably pledges its net operating revenues to secure repayment of the foan.

Annual debt service requirements to maturity for this loan when all loan proceeds have been received are
as follows:

Total Principal Interest
2014-2015 % 22934 % 19588 % 3,346
2015-2016 41,048 319,482 1,566
2016-2017 41,048 39,854 1,154
Totals $ 105,030 % 598964 % 6,066

3. REVENUE BOND RESERVE FUNDS

The Resolutions authorizing the 1997 Water and Wastewater Revenue Bonds require the establishment of
fund reserve accounts. The reserve accounts for both the Water and Wastewater Funds are to be used to
make the bond payments in the event that revenue from user fees is insufficient. As of June 30, 2012, the
reserve requirements of the 1997 Water and Wastewater Revenue Bonds as dictated by the Resolutions
were not met by cash in the Reserve Fund. A required reserve amount equivalent to the annual payments
for the bonds totaling $50,699 was underfunded by $34,281.

6. PENSION PLAN

Contributions are made to the State of Oregon Public Employees Retirement system (PERS), a cost-
sharing multiple-employer defined benefit pension plan administered by the Oregon Public Emplovees
Retirement System. PERS provides retirement and disability benefits, annual cost-of-living adjustments,
and death benefits to plan members and beneficiaries, Oregon Revised Statutes 238 assigns the authority
to establish and amend benefits provisions to the PERS Board of Trustees and the State Legislatore.

In the 2003 legislative session, the Oregon Legislative Assembly created a successor plan for PERS. The
Oregon Public Service Retirement Plan (“OPSRP”) is effective for all new employees hired on or after
August 29, 2003. The new plan consists of a defined benefit program (the “Pension Program™) and a
defined contribution portion (the Individual Account Program or “IAP”). The Pension Program portion
of OPSRP provides a life pension funded by employer contributions. Benefits are calculated by a formula
for members who attain normal retirement age. The formula takes into account final average salary and
years of service and a factor that varies based on type of service (general versus police or fire).

Beginning JTanuary 1, 2004, all PERS member contributions go into the IAP portion of OPSRP. PERS
members retain their existing PERS accounts, but any future member contributions are deposited into the
member’s IAP, not the member’'s PERS account. Those employees who had established a PERS
membership prior to creation of OPSRP will be members of both the PERS and OPSRP syster as long as
they remain in covered employment,
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CITY OF ADAIR VILLAGE
BENTON COUNTY, OREGON

NOTES TO BASIC FINANCIAL STATEMENTS

6, PENSION PLAN (CONTINUED)

PERS is administered under Oregon Revised Statutes Chapter 238 and Chapter 238A by the Public
Employees Retirement Board. Participation by most political subdivisions is optional but irrevocable if
elected. PERS issues a publicly available financial report that includes financial statements and required
supplementary information, That report can be obtained by writing to PERS, P.O. Box 23700, Tigard,
OR 97281-3700 or by calling 1-503-598-7377.

Members of PERS are required to contribute 6% of their salary covered under the plan. The City is
required by ORS 238.225 to contribute at an actuarially determined rate. The rate effective J uly 1, 2011 is
14.79% of salary covered under the plan for Tier 1 and Tier 2 (PERS) employees, 11.99% for employees
covered under the Oregon Public Services Retirement Plan (OPSRP), and 14.70% for Police employees
covered under the Oregon Public Services Retirement Plan (OPSRP). The City pays the employee 6%
contribution for the City Administrator, The PERS Board has statutory authority to revise employer
contributions as necessary to ensure the promised benefits will be funded on a sound basis. Contributions
to the plan for the years ending June 30, 2012, 2011, and 2010 were $28,511, $32,999, and $25,863,
respectively.

7. INTERFUND BALANCES AND TRANSFERS

Details of the inter-fund receivables and payables are as follows:

Due from other funds:

Water Fund $ 156,034
Due to other funds:
Wastewater Fund $ 156,034

Inter-fund transfers are made to finance operations between funds.

8. DEFERRED COMPENSATION PLAN

Employees are offered a deferred compensation plan created in accordance with Internal Revenue Code
Section 457. An employee may enter into an agreement to defer a portion of their compensation, subject
to certain limitations provided by law, by means of payroll deduction. Contributions to the plan and
earnings thereon are deferred until the employee is separated from service.

Money accumulated under the deferred compensation plan has been deposited with Variable Annuity Life
Insurance Company (VALIC). Monies held by VALIC are placed in various investments at the discretion
of the employee. These investments are uninsured and unregistered securities held by VALIC or their
agents, but not in the City’s name.

9. PROPERTY TAX LIMITATIONS

The State of Oregon has set a constitutional limit on property taxes for schools and nonschool
government operations. The limitation provides that property taxes for nonschool operations are limited
to $10.00 for each $1,000 of property market value. This limitation does not apply to taxes levied for
principal and interest on general obligation bonded debt.
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NOTES TO BASIC FINANCIAL STATEMENTS

9. PROPERTY TAX LIMITATIONS (CONTINUED)

An additional limit reduces the amount of operating property tax revenues available. This reduction was
accomplished by rolling property values for 1997-98 back to their 1995-96 values less 10% and limiting
future tax value growth of each property to no more than 3% per year, subject to certain exceptions.
Taxes levied to support bonded debt are exempted from the reductions., The Constitution also sets
restrictive voter approval requirements for most tax and many fee increases and new bond issues.

10._ RISK MANAGEMENT

There is exposure to various risks: loss related to torts; theft of, damage to, and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. The League of Oregon Cities joined
together with the Association of Oregon Cities to form City County Insurance Services (CCIS), a public
entity risk pool currently operating as a common risk management and insurance program for
approximately 265 municipal corporations and associated entities in the State of Oregon. CCIS is self-
sustaining through member premiums and reinsures through commercial companies for claims in excess
of $2 million for each insured event. Insurance is carried through CCIS to help miti gate these risks, and
commercial insurance is carried for other risks of loss, including workers’ compensation. Settled claims
have not exceeded insurance coverage in any of the last three fiscal years,

11. DEFICIT FUND BALANCE

At June 30, 2012, the Wastewater Fund had a negative budgetary ending fund balance of $126,924. The
deficit fund balance will be remedied in the next fiscal year through transfers from the General Fund.

12, PRIOR PERIOD ADJUSTMENTS

A Prior Period Adjustment to the Governmental Activities of $60,46] was made. The adjustment is
composed of:

A 2010-2011 addition to the Park Improvements group of Governmental Assets was not included in the
Fixed Asset Schedule calculation. A $5,956 Prior Period Adjustment was made to correct the assets and
depreciation.

Accumulated depreciation was understated in the prior year by $66,417 due to miscalculation in the
Streets category of Governmental Fixed Assets and due to the exclusion of Public Safety Fund assets
from the equipment category of Governmental Fixed Assets.
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CITY OF ADAIR VILLAGE
BENTON COUNTY, OREGON

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
ACTUAL AND BUDGET - BUDGETARY BASIS
For the Year Ended June 30, 2012

GENERAL FUUND

ORIGINAL FINAL
BUDGET BUDGET ACTUAL VARIANCE
- REVENUES:
Property Taxes:
Current year $ 85,000 3 85,000 3 91,240 $ 6,240
Prior years 1,800 1,800 2,603 803
Franchise Fees 32,000 32,000 30,010 (1,990)
Intergovenmental;
State revenue sharing 6,500 6,500 6,503 3
Liquor tax 9,500 9,500 10,724 1,224
Cigarette tax 1,200 1,200 1,227 27
Park Grant 2,000 2,000 2,000 -
Business Oregon Grant-IBR - 57,000 44,010 (12,990)
Business Oregon Grant-Soil Sampling - 25,500 10,823 (14,677)
Traffic Safety Funds - - 400 400
Other Public Safety Grants - - 1,924 1,924
Property Lease/Rent 48,800 48,800 52,761 3,961
Building and Electrical Permits 9,000 9,000 7,074 {1,926)
Planning Fees 2,000 2,000 126 (1,88()
Ordinances and Court Fines 20,000 20,000 4,192 {15,808)
Other Fees and Fines 1,080 1,080 3,200 2,120
Refunds 2,500 2,500 37,676 35,176
Interest Income 2,000 2,000 2,950 950
Miscellaneous 1,000 1,000 9.967 8,967
Total Revenue 224,380 306,880 319,404 12,524
EXPENDITURES:
Personal Services 105,338 105,338 (1) 106,973 (1,635)
Materials and Services 177,286 252,175 (1) 233,237 18,938
Capital Gutiay 12,611 20,222 (D - 20,222
Debt Service - - (1) 15,221 (15,221)
Total Expenditures 295,235 377,735 355,431 22,304
Net Change in Fund Balance (70,855) (70,855) (36,027} 34,828
Beginning Fund Balance 125,000 125,000 117,019 (7,981}
Ending Fund Balance $ 54,145 $ 54,145 b 80,992 $ 26,847

{1} Appropriation Level
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SCHEDULE OF REVENUES, EXPENDITURES A

CITY OF ADAIR VILLAGE
BENTON CQUNTY, OREGON

ACTUAL AND BUDGET - BUDGETARY BASIS
For the Year Ended June 30,2012

ND CHANGES IN FUND BALANCE

REVENUES:
State Highway Tax
Interest Income
Miscellaneous

Total Revenues
EXPENDITURES:
Personal Services
Materials and Services
Capital Outlay
Contingency
Total Expenditures

Excess of Revenues Over, {Under)
Expenditures

Beginning Fund Balance

Ending Fund Balance

(1) Appropriation Level

STREET FUND
ORIGINAL FINAL

BUDGET BUDGET ACTUAL VARIANCE
$ 36,000 $ 36,000 45,754 $ 9,754

50 50 . (50)

50 50 739 689

36,100 36,100 46,493 10,393

13.515 13,515 (1) 18,593 (5,078)
20,700 20,700 (1) 18,838 1,862
45,644 45,644 (1) - 45,644

1,028 1,028 (1) . 1,028

80,887 80,887 37,431 43,456
(44,787) (44,787) 9,062 53,849

44,787 44,787 32,629 (12,158)

$ - $ -8 41,691 $ 41,691
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CITY OF ADAIR VILLAGE
BENTON COUNTY, OREGON

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
ACTUAL AND BUDGET - BUDGETARY BASIS
For the Year Ended June 30,2012

WATER FUND
ORIGINAL FINAL
BUDGET BUDGET ACTUAL VARIANCE
REVENUES:
Charges for Services
Water service fees § 289,250 $ 289,250 $ 294,775 $ 5,525
Cormection fees 1,000 1,000 7,180 6,180
Refunds 100 106 - {100)
Interest income 1,200 1,200 - (1,200)
Deposits for new service - - 1,039 1,039
Miscellaneous 100 100 3,696 3,596
Total Revenues 291,650 291,650 306,690 15,040
EXPENDITURES:
Personal Services 131,832 131,832 (1) 151,644 (19,812)
Materials and Services 159,800 180,633 (1) 158,930 21,703
Capital Outlay 270,000 270,000 (1) - 270,000
Debt Service 34,313 34,313 (1) 34,790 {477)
Total Expenditures 595,945 616,778 345,364 271,414
Excess of Revenues Over, (Under)
Expenditures (304,295) (325,128) (38,674) 286,454
OTHER FINANCING SOURCES (LUSES):
Loan Proceeds 60,000 60,000 - {60,000)
Total Other Financing Sources (Uses) 60,000 60,600 - {60,000}
Net Change in Fund Balance (244,295) (265,128 (38,674) 226,454
Beginning Fund Balance 400,000 400,000 372,212 (27,788)
Ending Fund Balance 3 155,705 $ 134,872 333,538 $ 198,666
Reconcifiation to Net Assets:
Capital Assets, Net of depreciation 1,187,404
Bonds Payable, Net of discounts (176,851)
Accrued Interest on Long-Term Debt (2,640)
Accrued Vacation (3,073)
Total Net Assets 5 1,338,378

{1} Appropriation Level
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CITY OF ADAIR VILLAGE
BENTON COUNTY, OREGON

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
ACTUAL AND BUDGET - BUDGETARY BASIS
For the Year Ended June 30, 2012

WASTEWATER FUND
ORIGINAL FINAL
BUDGET BUDGET ACTUAL VARIANCE
REVENUES:
Charges for Services
Sewer User Fees $ 181,500 3 181,500 h 170,856 by (10,644)
Connection fees - - 75 75
Refunds 100 106G - {100)
Property lease 350 550 - (550)
Interest Income 459 459 - (459)
Miscellaneous 1,000 1,000 2,588 1,588
Total Revenues 183,609 183,609 173,519 (10.090)
EXPENDITURES:
Personal Services 86,638 86,638 (1) 101,281 (14,643)
Materials and Services 66,620 216,620 (1) 134,453 82,167
Capital Outlay 7,000 7,000 (1) - 7,000
Debt Service 21,756 21,756 (1) 22,217 {461)
Total Expenditures 182,014 332,014 257,951 74,063
Excess of Revenues Over, (Under)
Expenditures 1,595 (148,405) (84,432) 63,973
OTHER FINANCING SOURCES (USES):
Oregon DEQ Loan Proceeds - 150,000 68,416 (81,384)
Total Other Financing Sources (Uscs) - 150,000 68,416 (81,584}
Net Change in Fund Balance 1.595 1,593 (16,016) (17,611)
Beginning Fund Balance - - (110,908} {110,908}
Ending Fund Balance b 1,595 $ 1,595 {126,924) 5 (128,519)
Reconciliation to Net Assets:
Capital Assets, Net of Depreciation 1,361,682
Bonds Payable, Net of Discount (108,479)
Oregon DEQ Loan (68,416}
Accrued Interest on Long-Term Debt (2,106)
Accrued Vacation (2,072)
Total Net Assets $ 1,053,685

(1} Appropriation Level
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SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
ACTUAL AND BUDGET - BUDGETARY BASIS
For the Year Ended June 30, 2012

SYSTEMS DEVELOPMENT FUND

ORIGINAL FINAL
BUDGET BUDGET ACTUAL YARIANCE

REVENUES:
Charges for Services $ - b - 5 9,297 $ 9,297
Interest 600 600 - (600)
Totai Revenues 600 600 9,297 8,697
Net Change in Fund Balance 600 600 9,297 8,697
Beginning Fund Balance 167,019 167,019 172,514 5,495
Ending Fund Balance $ 167,619 $ 167,619 $ 181,811 $ 14,192




CITY OF ADAIR VILLAGE
BENTON COUNTY, OREGON

COMBINING STATEMENT OF NET ASSETS
NONMAJOR PROPRIETARY FUNDS

June 30,2012
STORM DRAIN RESERVE TOTAL
ASSETS:
Current Assets:
Cash and Investments $ 9,436 $ 16,418 $ 25,854
Accounts Receivable 1,513 - 1,513
Total Current Assets 10,949 16,418 27,367
Noncurrent Assets:
Capital Assets, Net of Accumulated
Depreciation 8,448 - 8,448
Total Noncurrent Assets 8448 - §.448
Total Assets 3 19,397 3 16,418 $ 35,815
LIABILITIES AND NET ASSETS:
Current Liabilities:
Accounts Payable 5 31 $ - $ 31
Payroll Liabilities 668 - 668
Accrued Vacation 185 - 185
Total Liabitities 884 - 884
Net Assets
Invested in capital assets,
net of related debt 8,448 - 8,448
Restricted for Capital Projects - 16,418 16,418
Unrestricted 10,065 - 10,065
Total Net Assets 18,513 16,418 34,931
Total Liabilities and Net Assets $ 19,397 $ 16,418 5 35,815
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CITY OF ADAIR VILLAGE
BENTON COUNTY, OREGON

COMBINING STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS
NONMAJOR PROPRIETARY FUNDS
For the Year Ended June 30,2012

STORM DRAIN RESERVE TOTAL

OPERATING REVENUES
Charges for Services by 16,622 b - $ 16,622
Misceltancous 370 - 370
‘Fotal Operating Revenues 16,992 - 16,992

OPERATING EXPENSES
Personal Services 7,002 - 7,002
Materials and Services 5,998 - 5,998
Depreciation 320 - 320
Total Operating Expenses 13,320 - 13,320
Operating Income 3,672 - 3,672
Beginning Net Assets 14,841 16,418 31,259
Ending Net Assets $ 18,513 $ 16,418 $ 34,931

-40-



CITY OF ADAIR VILLAGE
BENTON COUNTY, QREGON

COMBINING STATEMENT OF CASH FLOWS - NONMAJOR PROPRIETARY FUNDS
For the Year Ended June 30, 2012

STORM DRAIN RESERVE TOTAL
Cash Flows From Operating Activities:
Cash Received From Customers $ 17,056 $ - $ 17,056
Cash Payments To Suppliers (6,156) - (6,156)
Cash Payment to Employees (6,149) - (6,149)
Net Cash From Operations 4,751 - 4,751
Net Increase In Cash and Investments 4,751 - 4,751
Balances - Beginning of Year 4,685 16,418 21,103
Balances - End of Year $ 9,436 $ 16,418 $ 25,854
Reconciliation of Cash Flows From Operating
Activities to Operating Income
Operating Income $ 3,672 h) - $ 3,672
Adjustments
Depreciation/Amortization 320 - 320
(Increase), Decrease in Accounts Receivable 64 - 64
Increase, (Decrease) in Accounts Payable (158) - (158)
Increase, (Decrease) in Accrued Vacation 185 - 185
Increase, (Decrease) in Payroll Liabilities 668 - 668
Net Cash From Operations $ 4,751 $ - $ 4,751
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CITY OF ADAIR VILLAGE
BENTON COUNTY, OREGON

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

ACTUAL AND BUDGET - BUDGETARY BASIS

For the Year Ended June 30, 2012

STORM DRAIN FUND
ORIGINAL FINAL
BUDGET BUDGET ACTUAL VARIANCE
REVENUES:

Charges for Service h 15,700 $ 15,700 5 16,622 3 922

Miscellaneous - - 370 370
Total Revenues 15,700 15,700 16,992 1,292

EXPENDITURES:

Personal Services 5,207 5,207 (1) 6,817 (1,610)

Materials and Services - - (D 5,998 (5,998)

Capital Outlay 45,000 45,000 (1) - 45,000

Contingency 755 755 (D - 755
Total Expenditures 50,962 50,962 12,815 38,147

Excess of Revenues Over, (Under)
Expenditures (35,262) (35,262} 4,177 39,439
Other Financing Sources (Uses):

Loan for Storm Drain Repiacement 30,000 30,000 - -
Total Other Financing Sources (Uses) 30,000 30,000 “ (30,000)
Net Change in Fund Balance (5,262) {5.262) 4,177 9,439

Beginning Fund Balance 5,262 5,262 6,073 811
Ending Fund Balance $ - 5 - 10,250 3 10,250
Reconciliation to Net Assets:
Capital Assets, Net of Depreciation 8,448
Accrued Vacation (185)

Total Netf Assets

(1) Appropriation Leve]
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CITY OF ADAIR VILLAGE
BENTON COUNTY, OREGON

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
ACTUAL AND BUDGET- BUDGETARY BASIS
For the Year Ended June 30,2012

RESERVE FUND
ORIGINAL FINAL
BUDGET BUDGET ACTUAL VARIANCE
REVENUES:
Interest Income $ 50 3 50 $ - $ (50}
Total Revenues 50 50 - (50}
Net Change in Fund Balance 50 50 - (50)
Beginning Fund Balance 15,390 15,390 16,418 1,028
Ending Fund Balance $ 15,440 $ 15,440 $ 16,418 $ 978
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CITY OF ADAIR VILLAGE
BENTON COUNTY, OREGON

SCHEDULE OF PROPERTY TAX TRANSACTIONS AND BALANCES

OF TAXES UNCOLLECTED
For the Year Ended June 36, 2012

IMPOSED BALANCE
LEVY OR CASH UNCOLLECTED
BALANCE ADJUSTMENTS COLLECTIONS OR
TAX UNCOLLECTED DEDUCT TO ADD BY COUNTY UNSEGREGATED
YEAR AT 7/1/11 DISCOUNTS ROLLS INTEREST TREASURER AT 6/30/12
Current;
2081-12 3 95,900 2,320 % (175) % 39 3 91,240 2,204
Prior Years:
2010-11 2,292 - (398) 119 1,450 563
2009-10 1,833 - (18) 94 477 1,432
2008-09 510 - (36} 97 300 271
2007-08 188 - E))] 53 140 92
Prior 213 - (16) 8 45 160
Total Pricr 5,036 - (477) 371 2412 2,518
Total All
Funds b 100,936 2,320 § {652) $ 410§ 93,652 4,722
ALL
RECONCILIATION TO REVENUE: FUNDS
Cash Collections by County Treasurer Above 93,652
Accrual of Receivables:
June 30, 2012 266
June 30, 2011t (697)
Taxes in Licu 622
Total Revenue 03,843
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PAuULY, ROGERS, AN CO., P.C.

12700 SW 72" Ave. Tigard, OR 97223
(503) 620-2632 (503) 684-7523 FAX
www.paulyrogersandcocpas.com

March 1, 2015

Independent Auditors’ Report Required by Oregon State Regulations

We have audited the basic financial statements of the City of Adair Village as of and for the year ended
June 30, 2012, and have issued our report thereon dated March 1, 2015, We conducted our audit in
accordance with auditing standards generally accepted in the United States of America,

Compliance

As part of obtaining reasonable assurance about whether the financial statements are free of material
misstatement, we performed tests of compliance with certain provisions of laws, regulations, contracts,
and grants, including the provisions of Oregon Revised Statues as specified in Oregon Administrative
Rules 162-10-000 through 162-10-320 of the Minimum Standards for Audits of Oregon Municipal
Corporations, noncompliance with which could have a direct and material effect on the determination of
financial statements amounts. However, providing an opinion on compliance with those provisions was
not an objective of our audit, and accordingly, we do not express such an opinion.

We performed procedures to the extent we considered necessary to address the required comments and
disclosures which included, but were not limited to the following:

e Deposit of public funds with financial institutions (ORS Chapter 295)
e Indebtedness limitations, restrictions and repayment,

° Budgets legally required (ORS Chapter 294).

® Insurance and fidelity bonds in force or required by law.

e Highway revenues used for public highways, roads, and streets.

® Authorized investment of surplus funds (ORS Chapter 294).

. Public contracts and purchasing (ORS Chapters 279A, 2798, 279C).

[n connection with our testing nothing came to our attention that caused us to believe the City of Adair
Village was not in substantial compliance with certain provisions of laws, regulations, contracts, and
grants, including the provisions of Oregon Revised Statutes as specified in Oregon Administrative Rules
162-10-000 through 162-10-320 of the Minimum Standards for Audits of Oregon Municipal Corporations
except as follows:

1. We found no evidence of quotes being obtained for two purchases over $5,000.

2. Road funds were used for payment of insurance, which appears to not be in compliance with the
intent of ORS 373, allowing for expenditures exclusively for the constructions, reconstruction,
improvement, repairs, maintenance, and operation and use of roads and highways.

3. Expenditures exceeded appropriations as indicated on page 21,

4. The City transferred appropriations from Unappropriated Fund Balance in the amount of $20,833 to
Materials and Services within the Water Fund via Resolution 2011 - #15.
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OAR 162-10-0230 Internal Control

In planning and performing our audit, we cousidered the internal controls over financial reporting as a
basis for designing our auditing procedures for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the internal control
over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the internal
controls over financial reporting, '

We noted matters involving the internal control structure and its operation that we consider to be
significant deficiencies under standards established by the American Institute of Certified Public

Accountants, which are noted in our management letter dated March I, 2015,

This report is intended solely for the information and use of the Council, management and the Oregon
Secretary of State and is not intended to be and should not be used by anyone other than these parties.

s, R,

ROY R. ROGERS, CPA
PAULY, ROGERS AND CO., P.C.
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