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1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the City have been prepared in accordance with Generally Accepted Ac-
counting Principles (GAAP). GAAP statements include all relevant Governmental Accounting Stan-
dards Board (GASB) pronouncements. The financial statements have incorporated all applicable
GASB pronouncements as well as Financial Accounting Standards Board (FASB) Statements and In-
terpretations, Accounting Principles Board Opinions and Accounting Research Bulletins of the Com-
mittee on accounting procedures issued on or before November 30, 1989, unless those pronounce-
ments conflict with or contradict GASB pronouncements.

REPORTING ENTITY

The City of Roseburg, Oregon is a municipal corporation, incorporated in 1872. The City operates
under a Council-City Manager form of government. The governing body consists of the Mayor and
eight elected council members serving four wards. The mayor is elected to serve a two-year term,
and council members are each elected to serve a four-year term. The City Manager administers
policies and coordinates the activities of the City. The heads of the various departments, formed to
provide various services, are under the direct supervision of the City Manager.

The accompanying financial statements present the City and its component unit (Urban Renewal
Agency), an entity for which the City is considered to be financially responsible.

Blended Component Unit. The City has included the financial operations of its Urban Renewal
Agency as a blended component unit, in the government-wide financial statements. The Agency is a
legally separate entity, which is governed by a board comprised of the members of the City Council
as stipulated by the Agency's bylaws. The City Council has the ability to impose its will on the
Agency as determined on the basis of budget adoption, taxing authority, and funding for the Agency.
Complete financial statements for the Agency can be obtained from the Finance Director of the City,
900 SE Douglas Avenue, Roseburg, Oregon 97470.

BASIC FINANCIAL STATEMENTS

Basic financial statements are presented at both the government-wide and fund financial level. Both
levels of statements categorize primary activities as either governmental or business-type. Govern-
mental activities, which are normally 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.

Government-wide financial statements display information about the reporting government as a
whole. For the most part, the effect of interfund activity has been removed from these statements.
These statements focus on the sustainability of the City as an entity and the change in aggregate
financial position resulting from the activities of the fiscal period. These aggregated statements
consist of the Statement of Net Assets and the Statement of Activities.

The Statement of Activities demonstrates the degree to which the direct expenses of a given function
or segments are offset by program revenues. Direct expenses are those that are clearly identifiable
with a specific function or segment. 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
or segment, 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.

Fund financial statements display information at the individual fund level. Each fund is considered to
be a separate accounting entity. Funds are classified and summarized as governmental, proprietary,
or fiduciary. Currently, the City has only governmental and proprietary type funds. Major individual
governmental funds and major individual enterprise funds are reported as separate columns in the
fund financial statements. Non-major funds are consolidated into a single column within each fund
type in the financial section of the basic financial statements and are detailed in the supplemental
information.
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As a general rule the effect of interfund activity has been eliminated from the government-wide
financial statements. Exceptions to this general rule include charges between the City’s business-
type activities/enterprise funds, as well as some special revenue funds, and the General Fund. The
City allocates charges as reimbursement for services provided by the General Fund in support of
those functions based on levels of service provided. Elimination of these charges would distort the
direct costs and program revenues reported for the various functions concerned. These charges are
included in direct program expenses.

Basis of Presentation

The financial transactions of the City are recorded in individual funds. Each fund is accounted for by
providing a separate set of self-balancing accounts that comprises its assets, liabilities, reserves,
fund equity, revenues and expenditures/expenses. The various funds are reported by generic
classification within the financial statements.

There are stated minimum criteria (percentage of the assets liabilities, revenues or expendi-
tures/expenses of either fund category or the governmental and enterprise combined) for the
determination of major funds. The City electively added funds as major funds in order to assist in
compiling a complete and accurate picture of the financial position of the City. Non-major funds are
combined in a column in the fund financial statements and detailed in the combining section.

The City reports the following major governmental funds:

e General Fund
This is the City’s primary operating fund. It accounts for all the financial operations of the City except
those required to be accounted for in another fund. Principal sources of revenue are property taxes,
licenses and permits, state and county shared revenues and charges for administrative services provided
to other funds. Primary expenditures are for general government, police and fire protection, community
development, and culture and recreation.

e Housing Rehabilitation Fund
Accounts for federal grant proceeds to be used for rehabilitation of qualified housing.

e Transportation Fund
Accounts for the financial resources used for infrastructure construction and major improvements other
than those related to parks and proprietary fund assets. Historically, street reconstruction and new street
projects have been funded through this fund.

e Facilities Replacement Fund
Accounts for the resources to be used for replacement or improvement of major city owned
facilities.
e Urban Renewal General Fund
Accounts for all resources traditionally associated with the urban renewal district that is not required to be
accounted for in another urban renewal agency fund.

e Urban Renewal Capital Projects Fund
Accounts for acquisition, construction and improvements within the urban renewal district that are
financed from the issuance of debt and interest earnings.

Additionally, the City reports non-major funds within the governmental fund type.

e Special Revenue Funds
Account for the proceeds of specific revenue sources that are legally restricted to expenditures for
specified purposes.

e Debt Service Funds
Account for the accumulation of resources for, and the payment of, indebtedness of the City and the
Urban Renewal Agency.
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e Capital Projects Funds
Account for financial resources used for the acquisition or construction of major capital facilities (other
than those financed by Business-type or Proprietary Funds).

The City reports each of its five proprietary funds as major funds. These funds are used to account
for the acquisition, operation, and maintenance of water, storm water, airport, off-street parking and
golf facilities. These funds are entirely or predominantly self-supported through user charges to
customers. The City reports the following proprietary funds:

e Water Fund

e Storm Drainage Fund

e Airport Fund

e  Off-Street Parking Fund
e Golf Fund

Additionally, the City reports its Workers Compensation Fund as an internal service fund, accounting
for the collection of resources and payment of workers compensation claims for work-related injuries
and illnesses.

MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

Measurement focus is a term used to describe which transactions are recorded within the various fi-
nancial statements. Basis of accounting refers to when transactions are recorded regardless of the
measurement focus.

The Government-wide Financial Statements and the Proprietary Funds Financial statements are pre-
sented on a full accrual basis of accounting with an economic resource measurement focus. An eco-
nomic resource focus concentrates on entity or fund’s net assets. All transactions and events that
affect the total economic resources (net assets) during the period are reported. An economic re-
source measurement focus is directly connected with full accrual accounting. Under the full accrual
basis of accounting, revenues are recorded when earned and expenses are recorded at the time li-
abilities are incurred, regardless of the timing of related cash flows take place.

Governmental Funds Financial Statements are presented on a modified accrual basis of accounting
with a current financial resource measurement focus. This measurement focus concentrates on the
fund’s resources available for spending currently or in the near future. Only transactions and events
affecting the fund’s current financial resources during the period are reported. Similar to the
connection between an economic resource measurement focus and full accrual accounting, a current
financial resource measurement focus is inseparable from a modified accrual basis of accounting.
Under modified accrual accounting, revenues are recognized as soon as they are both measurable
and available. 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, the City
considers revenues to be available if they are collected within 60 days of the end of the current fiscal
period. The primary revenues susceptible to accrual in this manner are property taxes and
intergovernmental revenues received within the 60-day period following the end of the fiscal year.
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 recoded only when payment is due.

A deferred revenue liability arises in the Governmental Funds Balance Sheet when potential revenue
does not meet both the measurable and available criteria for recognition in the current period. This
unavailable deferred revenue consists primarily of uncollected property taxes and outstanding loans
receivable not deemed available to finance operation of the current period. In the government-wide
Statement of Activities, with a full accrual basis of accounting, revenue must be recognized as soon
as it is earned regardless of its availability. Thus, the liability created on the Governmental Fund
Balance Sheet for unavailable deferred revenue is eliminated. Note that deferred revenues also arise
outside the scope of measurement focus and basis of accounting, such as when the City receives
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resources before it has a legal claim to them. For instance, when grant monies are received prior to
the incurrence of qualifying expenditures.

Similar to the way revenues are recorded, governmental funds only record those expenditures that
affect current financial resources. Principal and interest on long-term general obligation debt of
governmental funds are recorded as fund liabilities only when due, or when amounts have been
accumulated in the debt service funds for payments to be made early in the following year. Vested
compensated absences are recorded as expenditures only to the extent that they are expected to be
liquidated with expendable financial resources. In the government-wide financial statements,
however, with a full accrual basis of accounting, all expenditures affecting the economic resource
status of the government must be recognized. Thus, the expense and related accrued liability for
long-term portions of debt and compensated absences must be included.

Since the governmental fund statements are presented on a different measurement focus and basis
of accounting than the government-wide statements’ governmental column, a reconciliation is
necessary to explain the adjustments needed to transform the fund based financial statements into
the governmental column of the government-wide presentation. This reconciliation is part of the
financial statements.

Amounts reported as program revenues include 1) charges to customers or applicants for goods,
services, or privileges provided, 2) operating grants and contributions, and 3) capital grants and
contributions, including special assessments. Internally dedicated resources are reported as general
revenues rather than as program revenues. Likewise, general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services, and producing and delivering goods
in connection with a proprietary fund’s principle ongoing operations. The principle operating reve-
nues of the City’s Water, Storm Drainage, Off Street Parking, Airport, and Golf Funds are charges to
customers for sales and services. Principle operating revenues to the Airport Fund include user fees
and intergovernmental grants. The Water and Storm Drainage Funds also recognize fees intended to
recover the cost of connecting new customers to the City’s utility systems as operating revenue.
Operating expenses for enterprise funds include the cost of sales and services, administrative ex-
penses and overheads, and depreciation on capital assets. All revenues and expenses not meeting
this definition are reported as non-operating revenues and expenses.

ASSETS, LIABILITIES, AND EQUITY

Cash and Investments

Cash and cash equivalents include cash on hand, demand deposits, short-term investments with
original or remaining maturities of three months or less when purchased, and cash and investments
in the City-wide investment pool. Investments, including equity in pooled cash and investments are
stated at fair value.

Restricted Assets

Assets whose use is restricted for construction, debt service or by other agreement are segregated
on the Government-wide Statement of Net Assets and the Proprietary Fund Statement of Net Assets.

Receivables and Payables

Activity between funds that represent 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 interfund
loans) or “advances to/from other funds” (i.e. the non-current portion of interfund loans). All other
outstanding balances between funds are reported as “due to/from other funds”. Any residual
balances outstanding between the governmental activities and business-type activities are reported
in the government-wide financial statements as “internal balances”.

Recorded property taxes receivables collected within 60 days after year-end are considered
measurable and available and, therefore, are recognized as revenue. The remaining balance is
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recorded as deferred revenue because it is not deemed available to finance operations of the current
period. An allowance for doubtful accounts is not deemed necessary, as uncollectible taxes become
a lien on the property. Property taxes are levied and become a lien on July 1. Collection dates are
November 15, February 15, and May 15 following the lien date. Discounts are allowed if the amount
due is received by November 15 or February 15. Taxes unpaid and outstanding on May 16 are
considered delinquent.

Assessment liens receivable are recognized at the time property owners are assessed for property
improvement. Liens and special assessments collected within 60 days after year-end are considered
measurable and available and are recognized as revenue. Assessment liens receivable are offset by
deferred revenue and, accordingly, have not been recognized as revenue in the fund level
statements.

Similarly, outstanding loans receivable for rehabilitation of housing are offset by deferred revenue.
Repayments of these loans are tied to the future sale or transfer of the respective homes, and as
such are neither measurable nor available. Accordingly, these receivables have not been recognized
as revenue in the fund level statements.

Receivables of the enterprise funds are recognized as revenue when earned, including services pro-
vided but not billed. Receivables in governmental and enterprise funds are stated net of any
allowance for uncollectibles.

Inventories and Prepaid Items

Inventories of materials and supplies are stated at an average cost basis and charged to expenses as
used. Certain payments to vendors reflect costs applicable to future accounting periods and are
recorded as prepaid items in both the government wide and in the governmental fund financial
statements. Assets held for resale are stated at cost.

Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g. roads, path-
ways, bridges, streetlights, etc.) are, reported in the applicable governmental or business-type
activities columns in the government-wide financial statements. Capital assets are charged to
expenditures as purchased in the governmental fund statements, and capitalized in the proprietary
fund statements. Capital assets are recorded at historical cost or estimated historical cost. Donated
assets are recorded at estimated fair market value as of the date of the donation. Capital
contributions are recorded as revenue rather than direct additions to capital assets and are identified
on the Government-Wide Financial Statements Statement of Activities under the category “Capital
Grants and Contributions”.

Capital assets are defined by the City as assets with an initial, individual cost of $5,000 or more, and
an estimated useful life of greater than five years. Additions or improvements and other capital out-
lays that significantly extend the useful life of an asset, or that significantly increase the capacity of
an asset are capitalized. Other costs for repairs and maintenance are expensed as incurred.

Depreciation on exhaustible assets is recorded as an allocated expense in the Statement of Activities
with accumulated depreciation reflected in the Statement of Net Assets and is provided on the
straight-line basis over the following estimated useful lives:

Asset Years
Buildings and improvements 25-50
Improvements other than buildings 10-20
Machinery and equipment 5-15
Vehicles 5-10
Infrastructure 20-50
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One-half year of depreciation is taken in the year the assets are acquired or retired. Gains or losses
from sales or retirements of capital assets are included in operations of the current period.

Accrued Compensated Absences and Sick Pay

Accumulated vested vacation pay is accrued as it is earned. For governmental funds, the non-
current portion (the amount estimated to be used in subsequent fiscal years) is maintained
separately and represents a reconciling item between the fund-level and government-wide
presentations. A liability is reported in the governmental funds only if they have matured, for
example, as a result of resignations or retirements. In business-type/enterprise funds, both the
current and long-term liabilities are recorded.

Sick pay, which does not vest, is recognized in all funds when leave is taken.

Long-Term Obligations

In the government-wide financial statements, and proprietary fund types in the fund financial state-
ments, 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.
Bond premiums and discounts are deferred and amortized over the life of the bonds. Bonds payable
are reported net of the applicable bond premium or discount. Bond issuance costs are capitalized in
the year of issued and are amortized over the life of the bond.

In the fund financial statements, governmental fund types recognize bond premiums and discounts,
as well as bond issuance costs, during the current period. The face amount of debt issued is
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 current period expenditures.

Fund Equity

Tentative plans for utilization of fund balances in future periods are recorded as designations of fund
balance in the fund-level financial statements. Planned expenditures include future capital projects,
debt service, equipment reserves and other commitments for which fund balances have not been
appropriated or specifically segregated.

Use of Estimates

In preparing the City of Roseburg’s financial statements, management is required to make estimates
and assumptions that affect the reported amounts of assets and liabilities, the 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.

. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

BUDGETARY INFORMATION

Annual budgets for all funds are adopted on a basis consistent with Oregon Revised Statutes (ORS
294 - Local Budget Law). The City is required to budget all funds. The City’s budget is prepared for
each fund on the modified accrual basis of accounting with Proprietary Fund types adjusted for year-
end accrued compensated absences. For all fund types, inter-fund loans are budgeted as sources
and uses in accordance with state budget laws. Estimated receipts and expenditures are budgeted
for by fund and object. Information on the past two years’ actual receipts and expenditures and
current-year estimates are included in the budget document. The process under which the budget is
adopted is described in the following paragraphs.
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In early spring a preliminary budget calendar, budget preparation manual and budget worksheets
are distributed to department heads. The City Manager (Budget Officer) and the Finance Director
meet with each department head and develop a proposed budget, after which the Budget Officer
publishes two notices of Budget Committee meetings. No less than five days, or more than thirty
days after the notices are published, the Budget Committee (consisting of the City Council and an
equal number of citizens of the City) meets to consider the proposed budget. The Budget Message is
delivered, explaining the proposed budget and any significant changes in the City’s financial position.

The Budget Committee conducts public meetings for the purpose of obtaining citizens’ comments,
deliberates on, and subsequently approves the proposed budget, which includes any additions or
deletions from the one presented by the Budget Officer originally. The Budget Committee then
submits the approved budget to the City Council for final adoption. The approved expenditures for
each fund may not be increased by more than 10% by Council without returning to the Budget
Committee for a second approval. After the Council adopts the budget and certifies the total of ad
valorem taxes to be levied, as approved by the budget committee, no additional tax levy may be
made for that fiscal year.

The City Council legally adopts the budget by resolution before July 1. The resolution establishes ap-
propriations for each fund and expenditures cannot legally exceed these appropriations. The level of
control established by the resolution for each fund is at either the organizational unit, or the object
group level (i.e. personal services, materials and services, capital outlay, and other expenditures).
The level of control for the General, Off Street Parking, Airport, Golf and Water Service Operations
Funds is by organizational unit (i.e. department). Other funds are controlled at the object group
level. Appropriations lapse as of the year-end.

The City Council may change the budget throughout the year by resolution and by adopting
supplemental budgets as authorized by Oregon Revised Statutes. Unexpected additional resources
may be added to the budget through the use of a supplemental budget. A supplemental budget
requires hearings before the public, publications in newspapers and approval by the City Council.
Expenditure appropriations may not be legally over-expended except in the case of grant receipts
that could not be reasonably estimated at the time the budget was adopted, and for debt service on
new debt issued during the budget year.

Deficit Fund Equity
The City has no instances whereby any of its funds had a deficit in fund equity as of June 30, 2009.

. DETAILED NOTES ON ALL FUNDS

POOLED DEPOSITS AND INVESTMENTS

The City maintains a cash management pool for its cash and cash equivalents in which each fund
except the Stewart Trust Fund participates. Interest earnings on pooled funds are distributed
monthly based on average daily balances.

Cash and investments at June 30, 2009 are comprised of the following:

Petty cash $ 950
Deposits with financial institutions 7,167,179
Investments 16,976,284

$ 24,144,413

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

Cash and investments $ 24,008,689
Restricted assets - cash and investments 135,724
$ 24,144,413
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DEPOSITS

Deposits with financial institutions are comprised of bank demand deposits and certificates of de-
posit. The total bank balance per the bank statements is $6,704,756. Of these deposits, $383,813
is covered by federal depository insurance. The balance of $6,320,943 is collateralized per the
Oregon Public Funds Collateralization Program (PFCP) per Oregon Revised Statutes, Chapter 295
which requires public funds in excess of insurance limits to be held at qualified depositories. The City
is in full compliance with ORS Chapter 295.

INVESTMENTS

The purpose of the City’s investment policy specifies various goals and procedures that enhance
opportunities for a prudent and systematic approach to investment-related activities. The City has
delegated investment responsibilities to the Finance Director, who is primarily responsible for
implementing the investment policy.

Credit Risk

Custodial credit risk, for deposits, is the risk that in the event of a bank failure, the City’s deposits
may not be returned to it. As required by Oregon Revised Statutes, Chapter 295, deposits in excess
of FDIC coverage are held at qualified depositories for public funds. All qualified depositories for
public funds are included in the multiple financial institution collateral pool that is maintained by and
in the name of the Office of the State Treasurer. As a result, the City has no exposure to custodial
credit risk for deposits with financial institutions.

State statutes authorize the City to invest in general obligations of the US Government and its
agencies, certain bonded obligations of Oregon municipalities, bank repurchase agreements,
bankers’ acceptances, certain commercial papers and the State Treasurer’s investment pool, among
others. The City’s investment policy does not further restrict its investment choices.

The State of Oregon Local Government Pool (Pool) is not registered with the U.S. Securities and
Exchange Commission as an investment company. Oregon Revised Statutes and the Oregon
Investment Council govern the Pool’s investment policies. 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 fund are further governed by portfolio guidelines issued by the Oregon Short-Term Funds Board,
which establish diversification percentages and specify the types and maturities of investments. The
Oregon Audits Division of the Secretary of State’s Office audits the Pool annually. The Division’s
report on the Pool as of and for the year ended June 30, 2009 was unqualified.

The LGIP’s portfolio concentration of credit risk at June 30, 2009 included: Bank Notes .9%,
Commercial Paper, 16.6%, Corporate Notes, 26.8%, Certificates of Deposits, 1.0%, US Agency
securities, 43.7%, and Temporary Liquidity Guarantee 11.0%. The credit risk associated with the
investments was: AAA rating, 55.5%, AA rating, 26.1%, A rating, 16.4%, BBB rating, .7%, and not
rated, 1.3%. The fair value of the City’s investment in this pool is reported in the accompanying
financial statements at amounts based upon the City’s pro-rata share of the fair value for the LGIP
entire portfolio.

Concentration of Credit Risk

The City has concentrations in the following investments: Local Government Pool, and US Agency
securities. These investments are 58.1% and 41.9% of the City’s total investments respectively.
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Credit
Risk % of Actual Amount
INVESTMENT TYPE Maturities Portfolio
Local Government Investment Pool See Above Avg. 6-18 months 58.1% $9,870,425
US Agency Securities Within 18 months  41.9%
Federal Home Loan Bank AAA 4,057,450
Federal Home Loan Mortgage Co. AAA 1,031,791
Federal National Mortgage Assoc. AAA 2,016,618
Subtotal for Portfolio Percentages 100% 16,976,284
Petty Cash 950
Cash on Hand, Checking 7,167,179
Subtotal for Cash on Hand 7,168,129
Total Cash and Investments, June 30, 2009 $24,144,413

Interest Rate Risk

The City’s investment policy states that investment maturities for operating funds shall be scheduled to
coincide with projected cash flow needs and timed to comply with the following short-term investment
guidelines. All funds will be considered short term, and limited to maturities not exceeding 18 months,
except those reserved for capital projects which will be limited to maturities not exceeding 3 years.

Receivables
Receivables as of year-end for the City’s individual, major, and non-major governmental funds in the
aggregate, net of applicable allowances for uncollectible accounts, are as follows:

GOVERNMENTAL ACTIVITIES

Urban Urban Internal Total
Housing Transportation Facilities Renewal Renewal Total Service Governmental
General Rehab. Replacement General Capital Non-Major Fund Activities
Receivables:
Interest $ 5755 § 341§ 2,423 §$ 3,715 § 1,339 $ 463 ¢ 11,307 $ 365 $ 25,708
Accounts 267,311 - - 17,338 - - 300 12,207 297,156
Taxes 1,056,601 - - - 283,143 - 224,407 - 1,564,151
Special assessments 2,509 - - - - - 32,629 - 35,138
Notes - 432,713 - - - - - - 432,713
Intergovernmental 23,869 - 68,984 20,000 - - 6,637 - 119,490
Total $ 1,356,045 $ 433,054 $ 71,407 ¢ 41,053 ¢$ 284,482 $ 463 ¢ 275,280 $ 12,572 % 2,474,356
BUSINESS-TYPE ACTIVITIES
Total
Storm Off Street Business-Type
Drainage Airport Parking Water Golf Activities
Receivables:

Interest $ 451 $ 340 $ 116 $ 3,722 $ 66 $ 4,695

Accounts - 5,452 - 15,340 15,381 36,173

Utilities receivable, net 117,801 - - 714,649 - 832,450

Total $ 118,252 § 5792 §$ 116 $ 733,711 $ 15,447 $ 873,318
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Deferred Revenue

Governmental funds report deferred revenue in connection with receivables for revenues that are not
considered to be available to liquidate liabilities of the current period. Governmental funds also
defer revenue recognition in connection with resources that have been received, but not yet earned.
At the end of the current fiscal year, the various components of deferred revenue and unearned
revenue reported in the governmental funds were as follows:

Unavailable

Delinquent property taxes receivable:

General Fund $ 925,763
Debt Service Fund 12,661
Urban Renewal 247,127
Special Assessments:
Assessment Fund 31,056
Notes receivable-Housing Rehab 432,713
Total deferred revenue $ 1,649,320
Capital asset activity for governmental adtivities for the year ended June 30, 2009 was as follows:
Beginning Ending
Description Balance Increases Decreases Balance
Land 62,977,853 $ 3,168904 $ - 66,146,757
Construction in Progress 8,936,835 11,291,125 (5,066,329) 15,161,631
Total non-depredable 71,914,688 14,460,029 (5,066,329) 81,308,388
Buildings & bldg improvements 7,219,589 24,184 7,243,773
Land improvements 12,595,223 252,700 12,847,923
Machinery & Equipment 2,337,165 143,624 2,480,789
Vehides 4,325,629 116,626 (173,528) 4,268,727
Infrastructure 109,933,184 1,639,657 111,572,841
Total depredable 136,410,790 2,176,791 (173,528) 138,414,053
Accumultated depreciation
Buildings/Improvements (4,053,485) (311,205) (4,364,690)
Land Improvements (3,212,058) (463,719) (3,675,777)
Machinery & Equipment (1,544,864) (102,377) (1,647,241)
Vehides (3,419,210) (157,208) 173,528 (3,402,890)
Infrastructure (62,534,353) (3,383,350) (65,917,703)
Total accumulated depreciation (74,763,970) (4,417,859) 173,528 (79,008,301)

Governmental activities

capital assets, net $ 133,561,508 $ 12,218961 $ (5066,329) $ 140,714,140
Depreciation Expense for governmental actitivies is charged to functions as follows:

General government $ 123,711

Public Safety 108,768

Public Works 3,768,835

Culture and recreation 416,545

Total depreciation for governmental activities $ 4,417,859

41



CITY OF ROSEBURG, OREGON

Notes to Basic Financial Statements
June 30, 2009

Capital asset activity for business-type activities for the year ended June 30, 2009:

Beginning Ending
Description Balance Increases Decreases Balance
Land $ 6,373,361 $ 3,496 (52,207) $ 6,324,650
Construction in Progress 6,099,047 518,174 (4,807,679) 1,809,542
Total non-depreciable 12,472,408 521,670 (4,859,886) 8,134,192
Buildings & bldg improvements 8,422,515 1,120,868 9,543,383
Land improvements 37,910,870 3,637,937 41,548,807
Machinery & Equipment 13,180,681 378,358 13,684 13,572,723
Vehicles 1,182,178 99,260 47,342) 1,234,096
Infrastructure 48,585,498 1,093,248 49,678,746
Total depreciable 109,281,742 6,329,671 (33,658) 115,577,755
Accumultated depreciation
Buildings (3,786,100) (107,514) (3,893,614)
Land Improvements (15,231,411) (400,172) (15,631,583)
Machinery & Equipment (5,047,934) (137,537) (13,684) (5,199,155)
Vehicles (929,151) (90,359) 47,342 (972,168)
Infrastructure (20,667,223) (2,150,227) (22,817,450)
Total accumulated depreciation (45,661,819) (2,885,809) 33,658 (48,513,970)
Business type activities, net $ 76,092,331 ¢ 3,965,532 $ (4,859,886) $ 75,197,977
Depreciation expense for business activities is charged to functions as follows:
Off Street Parking $ 64,887
Airport 393,000
Water 1,352,896
Golf 22,199
Storm Drain 1,052,827
Total depreciation for business type activities $ 2,885,809
Interfund Receivables, Payables, and Transfers
Interfund balances as of June 30, 2009 are as follows:
Due from/to other funds:
Receivable Fund Payable Fund Amount
Nonmajor governmental fund Nonmajor governmental fund $ 87,143

Outstanding balances between funds result mainly from the time lag between the dates payment for
services or reimbursable expenditures occur.
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Advances from/to other funds:
An interfund loan of $23,000 from the Water Fund to the Golf Fund to purchase a mower was
authorized in February of 2006. The loan, at 5% interest, was repaid within three years. The final
principal installment of $7,666 was made September 1, 2008.

Interfund transfers:

Transfer In:

General Facilities Nonmajor
Transfer out: Fund Replacement Governmental Total
General $ - $2,250,000 $ 1,451,352 $ 3,701,352
Urban Renewal - - 1,497,326 1,497,326
Nonmajor 3,018 - 341,995 345,013
Governmental
Total $ 3,018 $ 2,250,000 $ 3,290,673 $ 5,543,691

Interfund transfers are used to provide funds for debt service, contribute toward the cost of capital
projects, and provide operational resources.

LONG-TERM OBLIGATIONS

In the following paragraphs, long-term debt information is presented separately with respect to
governmental and business-type activities. The table below presents current year changes in long-
term obligations, and the current portions due for each obligation.

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Governmental Activities
Compensated Absences $ 1,222,425 $ 1,326,790 $ 1,292,005 $ 1,257,210 $ -
Net OPEB Obligation - 289,296 - 289,296 -
Full Faith & Credit
Series 2006 4,275,000 - - 4,275,000 -
Series 2007 5,345,000 - 35,000 5,310,000 35,000
Tax Increment Bonds -
Series 2001 1,100,000 - 550,000 550,000 550,000
Series 2002 1,345,000 - 315,000 1,030,000 325,000
Series 2006 5,320,000 - 295,000 5,025,000 470,000
Total Governmental Activities ¢ 18,607,425 $ 1,616,086 $ 2,487,005 $ 17,736,506 $ 1,380,000
Business Type Activities
Compensated Absences $ 81,524 $ 113,927 $ 103,126 $ 92,325 $ -
Net OPEB Obligation - 26,299 - 26,299 -
Full Faith & Credit
Series 2007 (Airport) 1,865,000 - 45,000 1,820,000 50,000
$ 1,946,524 $ 140,226  $ 148,126 $ 1,938,624  $ 50,000

GOVERNMENTAL ACTIVITIES

Full Faith and Credit Obligations

In October 2006, the City issued $4,275,000 of Full Faith and Credit Obligations to acquire property
for, and construct a new public safety facility. The obligations which pledge the City’s full faith and
credit were sold as a direct bank placement. With construction expected to be complete in fall of
2009, the 40,000 sq. ft. facility will house the City’s police and fire departments. The interest rate on
the obligations is 4%. Interest only payments will be made during the first eight years. The first
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principal payment of $2,210,000 is due in 2014 and final maturity is in 2017. The balance
outstanding as of June 30, 2009 is $4,275,000.

Annual debt service requirements to maturity for the full faith and credit obligations are as follows:

Year Ending

June 30, Principal Interest
2010 - 171,000
2011 - 171,000
2012 - 171,000
2013 - 171,000
2014 2,210,000 171,000

2015-2017 2,065,000 242,600
Totals $ 4,275,000 $ 1,097,600

In January 2007, the City issued $5,410,000 of Full Faith and Credit Obligations to finance the
construction of the new public safety facility. The obligations pledge the City’s full faith and credit
and were sold as a direct bank placement. The obligations carry an interest rate of 4% and the final
maturity is June 2016. The balance outstanding as of June 30, 2009 is $5,310,000.

Annual debt service requirements to maturity for the full faith and credit obligations are as follows:

Year Ending

June 30, Principal Interest
2010 35,000 212,400
2011 35,000 211,000
2012 30,000 209,600
2013 30,000 208,400
2014 25,000 207,200

2015-2016 5,155,000 315,800
Totals $ 5,310,000 $ 1,364,400

Urban Renewal Bonds

In March 2001, Urban Renewal Tax Increment Bonds in the amount of $4,950,000 were issued to
finance Urban Renewal infrastructure projects. These bonds have a ten-year term and carry interest
rates that range from 3.85% to 4.85%, and have a final maturity in June of 2010. As of June 30,
2009 the bonds have an outstanding principal balance of $550,000.

In January 2002, the City, through its Urban Renewal Agency, issued $3,000,000 in bonds to finance
infrastructure projects and land acquisition. The bonds carry interest rates of 2.35% to 4.90% over
the ten-year term, and have a final maturity in June of 2012. The principal balance outstanding on
these bonds as of June 30, 2009 is $1,030,000.

In October 2006, the City issued $5,725,000 in bonds through its Urban Renewal Agency to finance
Urban Renewal infrastructure projects and to assist with completion of the public safety facility
project. The interest rate on the bonds is 4.15% and the final maturity will be in June 2013. The
principal balance outstanding on these bonds as of June 30, 2009 is $5,025,000.
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Urban renewal bond debt service requirements to maturity are as follows:

Year Ending
June 30, Principal Interest
2010 1,345,000 284,850
2011 1,540,000 223,233
2012 1,750,000 157,080
2013 1,970,000 81,755
Totals $ 6,605,000 $ 746,918

BUSINESS-TYPE ACTIVITIES

Full Faith and Credit Obligations

In October of 2007, the City issued $1,900,000 of Full Faith and Credit Obligations to finance
construction of new T-hangars, utility and road improvements at the Roseburg Regional Airport. The
interest rates on the obligation range from 4% to 4.125%. The obligation’s final maturity is in June
of 2032. The balance outstanding as of June 30, 2009 is $1,820,000.

Year Ending

June 30, Principal Interest
2010 50,000 73,487
2011 50,000 71,488
2012 55,000 69,487
2013 55,000 67,288
2014 60,000 65,087

2015-2032 1,550,000 665,263
Totals $ 1,820,000 $1,012,100

Restricted Assets
The balances of the restricted asset accounts are as follows:

Governmental Business-type

Prepayments:
General Fund 1,693 -
Total restricted assets $ 1,693 $ -

. OTHER INFORMATION

R1SK MANAGEMENT

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters for which the City carries
commercial insurance. Settled claims, relating to these exposures, have not exceeded insurance
coverage in any of the past three years.

The City retains a portion of the risk of loss for its workers’ compensation. The City has established
a Workers’ Compensation Fund (an internal service fund) to account for and finance its uninsured
risks of loss. Other City funds make payment to the Workers Compensation Fund based on the base
rate manual premium for workers’ compensation as provided by the State of Oregon. Settled claims
have not exceeded interfund premiums and insurance coverage in any of the past three years.

Beginning October 1, 1987, the City established a self-insurance program for workers’ compensation
costs. The City is liable for direct payment of individual claims and time loss not to exceed $350,000
per occurrence. Each claim in excess of that payment amount is covered by an excess insurance
policy up to $1,000,000. The fund is reviewed periodically by an outside actuary to ensure the
program is appropriately funded. The total estimated unpaid loss liability at June 30, 2009, including
an estimate for claims incurred but not reported, is $18,106.
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The following represents changes in the claims liability amount for fiscal year 2009:

2008 2009
Balance July 1, 2007/2008 $ 63,162 $ 96,746
New Claims 277,489 417,592
Claims Payments (243,905) (496,232)
Balance June 30, 2008/2009 $ 96,746 $ 18,106

COMMITMENTS AND CONTINGENT LIABILITIES

A state-of-the-art public safety center, housing both Roseburg police and fire departments, is
expected to be completed in the fall of 2009. The Roseburg City Council authorized a revised
construction contract totaling $12.03 million. $11.4 million has been spent to date with a remaining
commitment of $634,500. The project was financed, in part, with Urban Renewal bonds and full
faith and credit obligations.

Other City commitments, under various contracts entered into during the normal course of its
operations, were not material. In addition, an employment contract with the City Manager includes
a provision for severance pay in an amount equal to six months salary. Commitments for
encumbrances that lapse at year-end but are re-encumbered in the next fiscal year were immaterial.

Amounts received or receivable from grant agencies are subject to audit and adjustment by grantor
agencies. Any disallowed claims, including amounts already collected, may constitute a liability of
the applicable funds. The amount, if any, of expenditures which may be disallowed by the grantor
cannot be determined at this time although the City expects such amounts, if any, to be immaterial.

The City is contingently liable with respect to lawsuits and other claims incidental to the ordinary
course of its operations. Management intends to vigorously contest these matters and does not
believe their ultimate resolution will have a material effect upon the City’s financial position, results
of operations or cash flows.

PENSION PLANS - OREGON PuBLIC EMPLOYEES RETIREMENT SYSTEM

Plan Description

The City contributes to the Oregon Public Employees Retirement Fund (OPERF), a cost-sharing
multiple-employer defined benefit pension plan administered by the Oregon Public Employees
Retirement System (PERS). PERS provides retirement and disability benefits, cost of living
adjustments and death benefits to members and beneficiaries.

In the 2003 legislative sessions, 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 of fire).

Beginning January 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 system
as long as they remain in covered employment.
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Both PERS and OPSRP are administered under Oregon Revised Statute Chapter 238, which
establishes the Oregon Public Employees Retirement Board (OPERB) as the governing body of PERS.
The comprehensive annual financial report of the funds administered by the OPERB may be obtained
by writing to Oregon Public Employees Retirement System, P.O. Box 23700, Tigard, OR 97281-
3700, by calling (503) 598-7377, or by accessing the PERS web site at http://oregon.gov/pers/.

Funding Policy

Members of PERS are required by state statute to contribute 6% of their annual salary to the
system. The City, in conformance with its personnel policy, pays the required employee
contribution. The City is required by ORS 235.225 to contribute at an actuarially determined rate for
the qualifying employees under the OPERF plan, and a general service rate for the qualifying
employees under the OPRSRP plan. The OPERF and OPSRP rates in effect for the year ended June
30, 2008 were 20.51% and 18.73%.

The City’s contributions to PERS for the fiscal years ending June 30, 2007, 2008, and 2009 were
$2,084,171, $2,321,772, and $2,448,555 respectively, which equaled the required contribution for
the year.

POSTEMPLOYMENT HEALTHCARE PLAN (IMPLICIT SUBSIDY)

Plan Description. The City does not have a formal post-employment benefits plan for any employee
groups, however the City is required by Oregon Revised Statutes 243.303 to provide retirees with
group health and dental insurance from the date of retirement to age 65 at the same rate provided
to current employees. GASB 45 is applicable to the City due only to the implicit rate subsidy. This
"plan" is not a stand-alone plan and therefore does not issue its own financial statements.

Funding Policy. The City collects insurance premiums from all retirees each month and deposits them
in the insurance fund. The City then pays health and dental insurance premiums for all retirees at
the blended rate for each family classification. The required contributions to the plan include the
employer's pay-as-you-go amount, an amount paid by retirees and an additional amount calculated
to prefund future benefits as determined by the actuary.

For fiscal year 2008/2009, the City contributed $64,733 consisting of retiree payments. The City has
elected to not prefund the actuarially determined future cost amount of $315,595.

The required monthly contributions of the plan members were as follows for the year ended June 30,
2009.

Health
$300 deductible $500 deductible
Employee $ 456 $ 438
Employee + Spouse 887 847
Full Family 1,009 964
Single Parent 763 729

Annual OPEB Cost and Net OPEB Obligation. The City's annual other postemployment benefit cost is
calculated based on the annual required contribution of the employer (ARC), an amount actuarially
determined in accordance with the parameters of GASB Statement 45. The ARC represents a level of
funding that, if paid on an ongoing basis, is projected to cover normal cost each year and amortize
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any unfunded actuarial liabilities over a period of 30 years. The following table shows the
components of the City's annual OPEB cost for the year, the amount actually contributed to the plan,
and changes in the City's OPEB obligation to the plan.

Employer's normal cost $ 254,396
Interest on net OPEB obligation 10,165
One year's amortization of AAL with interest 115,766
Adjustment to annual required contribution -
Annual Required Contribution (ARC) 380,327
Contributions paid 64,732
Contribution deficiency 315,595

OPEB obligation at beginning of
year of implementation (7/1/2008) -

OPEB obligation, end of year $ 315,595

The City's annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the
net OPEB obligation for 2008/2009 and the two preceding years were as follows:

Percent of
Fiscal Year Annual Annual OPEB Net OPEB
Ended OPEB Cost Cost Contrib. Obliqg.
June 30, 2007 N/A N/A N/A
June 30, 2008 N/A N/A N/A
June 30, 2009 $380,327 17.02% $315,595

Funded Status and Funding Progress. The funded status of the plan as of July 1, 2008, the most
recent actuarial valuation date, was as follows:

Actuarial accrued liability (AAL) $ 3,116,723
Actuarial value of plan assets -
Unfunded actuarial accrued liability (UAAL) $ 3,116,723
Funded ratio (actuarial value of plan assets/AAL) 0.00%
Covered payroll (active plan members) $9,576,983
UAAL as a percentage of covered payroll 32.5%

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about future employment, mortality, and the healthcare cost trend. Amounts
determined regarding the funded status of the plan and the annual required contributions of the
employer are subject to continual revision as actual results are compared with past expectations and
new estimates are made about the future. The schedule of funding progress, presented as required
supplementary information following the notes to the financial statements, presents multiyear trend
information that shows whether the actuarial value of plan assets is increasing or decreasing over
time relative to the actuarial accrued liabilities for benefits.

Actuarial Methods and Assumptions. Projections of benefits for financial reporting purposes are
based on the substantive plan (the plan as understood by the employer and plan members) and
include the types of benefits provided at the time of each valuation and the historical pattern of
sharing of benefit costs between the employer and plan members to that point. The actuarial
methods and assumptions used include techniques that are designed to reduce short-term volatility
in actuarial accrued liabilities and the actuarial value of assets, consistent with the long-term
perspective of the calculations.
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In the July 1, 2008 actuarial valuation, the projected unit credit actuarial cost method was used to
determine contributions level. The UAAL is being amortized over 30 years as a level percent of
payroll.

RETIREMENT HEALTH INSURANCE ACCOUNT (RHIA)

Plan Description. As a member of Oregon Public Employees Retirement System (OPERS) the City
contributes to the Retirement Health Insurance Account (RHIA) for each of its eligible employees.
RHIA is a cost-sharing multiple-employer defined benefit other postemployment benefit plan
administered by OPERS. RHIA pays a monthly contribution toward the cost of Medicare companion
health insurance premiums of eligible retirees. Oregon Revised Statute (ORS) 238.420 established
this trust fund. Authority to establish and amend the benefit provisions of RHIA reside with the
Oregon Legislature. The plan is closed to new entrants after January 1, 2004. OPERS issues a
publicly available financial report that includes financial statements and required supplementary
information. That report may be obtained by writing to Oregon Public Employees Retirement System,
PO Box 23700, Tigard, OR 97281-3700.

Funding Policy. Because RHIA was created by enabling legislation (ORS 238.420), contribution
requirements of the plan members and the participating employers were established and may be
amended only by the Oregon Legislature. ORS require that an amount equal to $60 or the total
monthly cost of Medicare companion health insurance premiums coverage, whichever is less, shall
be paid from the Retirement Health Insurance Account established by the employer, and any
monthly cost in excess of $60 shall be paid by the eligible retired member in the manner provided in
ORS 238.410. To be eligible to receive this monthly payment toward the premium cost the member
must: (1) have eight years or more of qualifying service in PERS at the time of retirement or receive
a disability allowance as if the member had eight years or more of creditable service in PERS, (2)
receive both Medicare Parts A and B coverage, and (3) enroll in a PERS-sponsored health plan. A
surviving spouse or dependent of a deceased PERS retiree who was eligible to receive the subsidy is
eligible to receive the subsidy if he or she (1) is receiving a retirement benefit or allowance from
PERS or (2) was insured at the time the member died and the member retired before May 1, 1991.

Participating cities are contractually required to contribute to RHIA at a rate assessed each year by
OPERS, Tier 1 & 2 currently .37% and OPSRP .26% of annual covered payroll. The OPERS Board of
Trustees sets the employer contribution rate based on the annual required contribution of the
employers (ARC), an amount actuarially determined in accordance with the parameters of GASB
Statement 45. The ARC represents a level of funding that, if paid on an ongoing basis, is projected to
cover normal cost each year and amortize any unfunded actuarial liabilities (or funding excess) of
the plan over a period not to exceed thirty years. The City's contributions to RHIA for the year ended
June 30, 2009 was $35,435, which equaled the required contributions.

LEASES

Operating Leases
The City entered into operating leases for police patrol vehicles in 2006 and 2007. Lease costs total
$54,401 for the current fiscal year.

EXCESS OF EXPENDITURES OVER APPROPRIATIONS

For the year ended June 30, 2009, expenditures exceeded appropriations in materials and services in
the Facilities Replacement Fund by $416 and in the Golf Maintenance Fund by $2,661. These
expenditures were offset by cost savings within other appropriation categories of the respective
funds.

DEFERRED COMPENSATION PLANS

The City has a deferred compensation trust plan created in accordance with Internal Revenue Code
Section 457. The trust holds the assets for the exclusive benefit of plan participants and their
beneficiaries.
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