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CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS
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(503) 581-7788 = FAX (503) 581-0152
475 Cottage Street NE, Suite 200 e Salem, Oregon 97301-3814

"l““m "”HH'- GROVE, MUELLER & SWANK, P.C.

INDEPENDENT AUDITOR’S REPORT

Honorable Mayor and Members of the City Council
City of Millersburg

4222 Old Salem Rd NE

Albany, Oregon 97321

Report on the Financial Statements

We have audited the accompanying modified cash basis financial statements of the governmental activities, the
business-type activities, each major fund, and aggregate remaining fund information of the City of Millersburg,
Oregon (the City) as of and for the year ended June 30, 2020, and the related notes to the financial statements,
which collectively comprise the City’s 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 the modified cash basis of accounting described in the notes to the financial statements; this includes
determining that the modified cash basis of accounting is an acceptable basis for the preparation of the financial
statements in the circumstances. Management is also responsible for 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.

Auditor’s Responsibility

Our responsibility is to express opinions on these modified cash basis 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 auditor’s judgment, including 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 City’s 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 City’s 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.



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
modified cash basis financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the City of Millersburg, as of June 30, 2020, and the respective
changes in modified cash basis financial position and, where applicable, cash flows, thereof for the year then ended
in accordance with the modified cash basis of accounting described in the notes to the financial statements.

Basis of Accounting

We draw attention to the notes to financial statements, which describe the basis of accounting. The financial
statements are prepared on the modified cash basis of accounting, which is a basis of accounting other than
accounting principles generally accepted in the United States of America. Our opinions are not modified with
respect to this matter.

Other Matters
Report on Supplemental and Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the City’s basic financial statements. Management’s discussion and analysis and the supplemental information are
the responsibility of management, are presented for purposes of additional analysis and are not required parts of the
basic financial statements.

The supplemental information as listed in the table of contents is the responsibility of management and was derived
from, and relates directly to, the underlying accounting and other records used to prepare the basic financial
statements. The information has 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 and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards generally accepted in
the United States of America. In our opinion, the information is fairly stated in all material respects in relation to
the basic financial statements as a whole on the basis of accounting described in notes to the financial statements.

Management’s discussion and analysis has 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 it.

Other Legal and Regulatory Requirements

In accordance with Minimum Standards for Audits of Oregon Municipal Corporations, we have issued our report
dated December 2, 2020, on our consideration of the City's 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.

GROVE, MUELLER & SWANK, P.C.
CERTIFIED PUBLIC ACCOUNTANTS

By: W

Ryan T. Pasquarella, A Shareholder ~
December 2, 2020




City of Millersburg, Oregon
MANAGEMENT'S DISCUSSION AND ANALYSIS

For the Fiscal Year Ended June 30, 2020

The management of the City of Millersburg, Oregon presents this narrative overview and analysis to facilitate both
a short and a long-term analysis of the financial activities of the City for the fiscal year ended June 30, 2020. This
Management’s Discussion and Analysis (MD&A) is based on currently known facts, decisions, and conditions that
existed as of the date of the independent auditor’s report. Please read it in conjunction with the City’s financial
statements which follow this section.

Financial Highlights
June 30,
2020 2019 change
Net Position § 45806630 § 44,535,043 S 1,271,587
Change in Net Position 1,271,587 626,717 644,870
Governmental Net Position 26,472,935 25,776,363 696,072
Proprietary Net Position 19,333,695 18,758,180 575,515
Change in Governmental Net Position 696,072 696,160 (88)
Change in Proprietary Net Position 575,515 (69,443) 644,958

Government-wide financial statements - The government-wide financial statements are designed to provide
readers with a broad overview of the City's finances, in a manner similar to a private-sector business. These
statements include:

The Statement of Net Position (Modified Cash Basis). The statement of net position presents information on all of
the assets and liabilities of the City as of the date on the statement. Net position is what remains after the
recognized liabilities have been paid off or otherwise satisfied. Over time, increases or decreases in net position
may serve as a useful indicator of whether the financial position of the City is improving or deteriorating.

The Statement of Activities (Modified Cash Basis). The statement of activities presents information showing how
the net position of the City changed over the most recent fiscal year by tracking revenues, expenses and other
transactions that increase or decrease net position in total.

Fund financial statements. The fund financial statements provide more detailed information about the City’s
funds, focusing on its most significant or “major” funds — not the City as a whole. A fund is a grouping of related
accounts that is used to maintain control over resources that have been segregated for specific activities or
objectives. The City, like other state and local governments, uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. All the funds of the City can be divided into two categories:
governmental funds and proprietary funds.

Governmental funds. Governmental funds are used to account for activities where the emphasis is placed on
available financial resources, rather than upon net income determination. Therefore, unlike the government-wide
financial statements, governmental fund financial statements focus on the acquisition and use of current spendable
resources, as well as on balances of spendable resources available at the end of the fiscal year. Such information
may be useful in evaluating a government’s near-term requirements.
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Proprietary funds. The City charges customers for the services it provides. These services are generally reported in
enterprise funds.

Notes to the financial statements. The notes provide additional information that is essential to a full understanding
of the data provided in the government-wide and fund financial statements.

Supplemental information. In addition to the basic financial statements and accompanying notes, this report also
presents supplemental information including the combining fund financial statements and individual fund
budgetary comparisons.

Government-Wide Financial Analysis

Statement of Net Position. The following table reflects a statement of net position of governmental and proprietary
funds compared to the prior year. Detail of this summary is presented on page 8.

2020 2019
Governmental ~ Business-type Governmental Business-type
Activities Activities Total Activities Activities Total

Cash and cash equivalents $ 10,062,079 $ 5,407,327 $ 15,469,406 $ 8,927,681 $ 4,454,767 $ 13,382,448
Capital assets, net 16,416,126 19,662,342 36,078,468 16,851,920 20,741,759 37,593,679
Total assets 26,478,205 25,069,669 51,547,874 25,779,601 25,196,526 50,976,127
Current liabilities 5,270 19,405 24,675 2,738 6,400 9,138
Long-term liabilities - 5,716,569 5,716,569 - 6,431,946 6,431,946
Total liabilities 5,270 5,735,974 5,741,244 2,738 6,438,346 6,441,084
Net position:

Net investment in capital assets 16,416,126 13,945,773 30,361,899 16,851,920 14,309,813 31,161,733
Restricted 3,653,022 1,140,945 4,793,967 3,294,074 1,466,877 4,760,951
Unrestricted 6,403,787 4,246,977 10,650,764 5,630,869 2,981,490 8,612,359
Total Net Position $ 26,472,935 $ 19,333,695 $ 45,806,630 $ 25,776,863 $ 18,758,180 $ 44,535,043

As noted earlier, net position may serve over time as a useful indicator of a government's financial position. In the
case of the City, assets exceeded liabilities by $45,806,630 at June 30, 2020.

Net investment in capital assets represents the City’s net book value (cost less accumulated depreciation) of its
capital assets, less remaining debt which was incurred to acquire those capital assets.

Net position - restricted represents resources that are subject to external restrictions on their use, such as
construction of capital assets.

Net position - unrestricted are available for general operations of the City.



Statement of Activities. The following table reflects a change in activities for governmental and proprietary funds
compared to the prior year. Detail of this summary is presented on page 9.

2020 2019
Business- Business-
Governmental type Governmental type
Activities Activities Total Activities Activities Total
Revenues
Program Revenues
Charges for services $ 837,758 $ 2,112,152 $ 2949910 $ 861,864 $§ 1,733,057 $ 2,594,921
Operating grants 174,044 37,188 211,232 151,426 37,363 188,789
Capital grants 518,198 453,529 971,727 490,963 547,837 1,038,800
General Revenues
Property taxes 1,907,184 - 1,907,184 1,760,529 - 1,760,529
Franchise taxes 951,469 - 951,469 938,952 - 938,952
Intergovernmental 80,008 - 80,008 71,141 - 71,141
Investment earnings 301,829 - 301,829 332,142 - 332,142
Gain on sale of capital assets 583,611 - 583,611 - - -
Miscellaneous 94,288 37,701 131,989 115,884 - 115,884
Total Revenues 5,448,389 2,640,570 8,088,959 4,722,901 2,318,257 7,041,158
Expenses
General government 1,935,521 - 1,935,521 1,261,911 - 1,261,911
Parks and recreation 91,881 - 91,881 105,042 - 105,042
Emergency services 1,594,270 - 1,594,270 1,819,709 - 1,819,709
Building 787,390 - 787,390 687,910 - 687,910
Highway and streets 334,467 - 334,467 274,769 - 274,769
Water - 876,584 876,584 - 1,047,872 1,047,872
Sewer - 1,113,366 1,113,366 - 1,098,988 1,098,988
Stormwater - 83,893 83,893 - 118,240 118,240
Total Expenses 4,743,529 2,073,843 6,817,372 4,149,341 2,265,100 6,414,441
Transfers (8,788) 8,788 - 122,600 (122,600) -
Change in Net Position 696,072 575,515 1,271,587 696,160 (69,443) 626,717
Net Position, beginning of year 25,776,863 18,758,180 44,535,043 25,080,703 18,827,623 43,908,326
Net Position, end of year $ 26,472,935 $ 19,333,695 $ 45,806,630 $ 25,776,863 $ 18,758,180 $ 44,535,043

The City's net position increased $1,271,588 during the current fiscal year. This increase is explained in the
government and business-type activities as follows:

Governmental activities - The City's net position increased by $696,072 from governmental activities.
Financial Analysis of the City’s Funds

As noted earlier, the City uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements.

Governmental funds. The focus of the City’s governmental funds is to provide information by each major fund’s
funding for future basic services. Such information is useful in assessing the City’s financing requirements. In
particular, fund balance may serve as a useful measure of a government’s net resources available for spending at the
end of a fiscal year.

The City’s governmental funds reported combined ending fund balances of $10,056,089 at June 30, 2020, a 13%
increase.



General Fund. The General fund is the primary operating fund of the City. Fund balance was $7,056,428 at June
30, 2020. The fund balance increased by $869,241 during the year mainly due to a significant increase in building
activity and the sale of city owned property. As a measure of the fund’s liquidity, it may be useful to compare total
fund balance to total fund expenditures. Fund balance represents 174% of total General fund expenditures.

Street Fund. The Street fund accounts for revenues and expenditures related to street maintenance and
improvements. Fund balance was $3,000,381 at June 30, 2020. The fund balance increased this year by $262,625
due to substantial permitting revenue and minimal expenditures.

Proprietary funds. The City’s proprietary fund statements provide information related to the separate water and
sewer operations.

The total proprietary fund net position increased $575,516 in the current fiscal year. Significant items regarding
proprietary funds are as follows:

Water Utility Fund. The Water Utility Fund reported an increase of $178,627 in fund net position. This is due to a
combination of an increase in charges for services and a significant decrease in costs for infrastructure and capital
acquisitions in the current year.

Sewer Utility Fund. The Sewer Utility Fund reported an increase of $95,812 in fund net position. This is due mainly
to a combination of increases in charges for services in the current year due to an increase of customers from

planning housing developments within the City.

Stormwater Fund. The Stormwater Fund reported an increase of $301,077 in fund net position. This is due mainly
to large transfers in from the General Fund in the current year.

Capital Assets and Debt Administration
Capital Assets
The City’s capital assets for governmental and business-type activities are shown below. Capital assets include

land, buildings and improvements, furniture and equipment, and infrastructure. More detailed information on the
City’s capital assets can be found in the notes to the financial statements.

Governmental activities Business-type activities Totals

2020 2019 2020 2019 2020 2019
Land $ 6501311 § 6,505,758 $ 188,953  § 188,953 $§ 6,690,264 $ 6,694,711
Construction in progress 22,390 - - - 22,390 -
Buildings and improvements 3,478,129 3,377,288 - - 3,478,129 3,377,288
Furniture and equipment 235,134 235,134 11,651 11,651 246,785 246,785
Infrastructure 12,776,538 12,770,029 33,139,581 33,116,473 45,916,119 45,886,502
Accumulated depreciation (6,597,376) (6,036,289) (13,677,843) (12,575,318) (20,275,219) (18,611,607)

Net capital assets $ 16,416,126 $ 16,851,920 $ 19,662,342  § 20,741,759 § 36,078,468 $ 37,593,679

Long-Term Debt

The long-term debt of the City is shown below. The City made scheduled payments on existing debt during the
year. More detailed information on the City’s long-term debt can be found in the notes to the financial statements.

State statutes limit the amount of general obligation debt a government entity may issue up to 3 percent of its total
assessed valuation. The City currently has no general obligation debt.



Outstanding Debt

Business-type Activities

2020 2019
SPWF water loan $1,959,000 $2,319,000
City of Albany sewer plant 3,182,569 3,487,946
DEQ wetlands loan 575,000 625,000

$5,716569  $6,431,946

General Fund Budgetary Highlights
There were no changes made to the adopted budget for the General fund during the current fiscal year.
Economic Factors and Next Year's Budgets and Rates

During the preparation of the budget for the ensuing fiscal year, the long-term impacts of the local economy were
examined in conjunction with business decisions made by the City. The following are the major assumptions used
in developing the FY 2021 budget:

» The City's tax rate is estimated to be 100% of the City's permanent levy rate of $3.500.

» Assessed values, the basis of property tax revenues, will grow by 4% due to market conditions.

* Interest rates on investments will be lower due to the decrease in LGIP rates and the overall economic
decline occurring in 2020.

Requests for Information
This financial report is designed to provide a general overview of the City's finances for those with an interest in the

government's finances. Questions concerning any of the information provided in this report should be addressed to
the City Manager at 4222 NE Old Salem Road, Albany, Oregon 97321.
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CITY OF MILLERSBURG, OREGON

STATEMENT OF NET POSITION (MODIFIED CASH BASIS)

JUNE 30, 2020

ASSETS
Cash and cash equivalents
Non-depreciable capital assets
Depreciable capital assets, net

Total Assets

LIABILITIES
Payroll withholdings
Deposits payable
Long-term liabilities
Portion due within one year
Portion due in more than one year

Total Liabilities

NET POSITION
Net investment in capital assets
Restricted for:
Debt service
Streets
Capital acquisitions
Unrestricted

Total Net Position

The accompanying notes are an integral part of the financial statements.

Governmental Business-type
Activities Activities Totals

$ 10,062,079 $ 5,407,327 $ 15,469,406
6,523,701 188,953 6,712,654
9,892,425 19,473,389 29,365,814
26,478,205 25,069,669 51,547,874
270 - 270
5,000 19,405 24,405
- 729,745 729,745
- 4,986,824 4,986,824
5,270 5,735,974 5,741,244
16,416,126 13,945,773 30,361,899
- 210,230 210,230
3,000,381 - 3,000,381
652,641 930,715 1,583,356
6,403,787 4,246,977 10,650,764
$ 26,472,935 $ 19,333,695 $ 45,806,630

_8-



IQI

“Sjuauans prouvulf ayj fo 1vd jp13a3ul uv 2.4v sajou Surdunduiodov ay |

0£9°908°Sst' $ S69°¢EE61 S SE6TLYIT $
€PO°SES Y 081°8SL ST €98°9LL°GT
L8SILT 1 SISSLS 7L0969
- 88L°S (88L°8)
060°956°€ 10L°LE 68€°816°C
686°1€1 10L°LE 8876
119°¢8S - 119°¢8S
678°10¢ - 678°10€
800°08 - 800°08
691156 - 69t°156
Y81°L06°1 - v81°L06°1
(£05v89°0) 920°6¢S (6Ts°€1T°9) LTLIL6 S €T $ 0166v6C $ TLELIS9 §
970°6CS 970°67S - 67S°€SY 88I°LE TS1TI1 €P8°€LOT
(€2¥°69) (€2v°69) - 8€6°¢ - 7€6°01 €68°¢8
TI1°6€T T11°6€T - L9V 6T 88I°LE €78°690°1 99€°CII°l
LEE6SE LEE6SE - ¥75°00T - L6ESE0°T ¥85°9L8
(6Ts€1T9) - (6Ts€1T?) 861816 PPOPLT 8GLLES 6TS°EhLY
01T'PST - 01Z'PST Y6LV6E PO PLI 6£8°61 LIV PEE
(182°Tst) - (182°Cst) - - 601°6€€ 06€°L8L
(9P1°06S°T) - (9P1°06S°T) - - Yy 0LTH6S‘1
8TE TS - 8TE TS el - S08‘1 188°16
or9°LSy' 1) § - $  (Ov9'LSt'D) $  000°1 s - $ 1889y S 12S°SE6°T  $

oy Say1ANOY 7115V ) 7 suonnqriyuo) suonpnqruo) $2214428 40f sasuadxsy

addj-ssauisng  [PIUIWUIIA0L) puv spunin pun spunir Sa8avy) pun
ondn) Suyvaadp SounJ ‘saa,f

UonISOq JIN Ul SASUDY) puv

SaNU2AY (Sasuadxzy) JaN

SONUIAIY WMDLIF04J

a4 fo pua - uonisod 1N

Apad fo SuruuiSaq - uonisog 1o\
uoyIsoq 1N 1 a5uny))
sAafsuvif

SONUINY [DA2UIL) [D]O ]

SNOQUB[[AISIA
sjosse [ejdes Jo o[es uo uren
SSUILLIED JUSI)SOAU]
[EIUOWIUI A0S IOIU]
S9XE} ASIYOURL]
soxe) Auadoig

2SINUINIY [DIIUIT)

SoHIAIY VIO ]
$217141100 2dA}-sSauUISNG [VIO]

I01eMULIO)S
IoMag
Io1e M\
:san1a13ov add3-ssaursng

SOV [DJUIULUAIAOL) [D]O ]

s1001s pue Aemysig
Suipjing
SQOI1AIOS Aouddrowg
UOIBIIdAI PUR SHIBJ
JUOWIUIOAOS [BIOUID)
:S2P1AIOD [DIUIUUIIAOD)
SWVHO0dd/SNOILIONNA

020Z 0§ ANNC AAANA VAL

(SISVE HSVD AAIATAON) SALLIALLDV A0 INAWALVLS
NODTIO DINGSHATIIN A0 ALID



CITY OF MILLERSBURG, OREGON

BALANCE SHEET (MODIFIED CASH BASIS) - GOVERNMENTAL FUNDS

JUNE 30, 2020

ASSETS
Cash and cash equivalents

LIABILITIES AND FUND BALANCE
Liabilities

Payroll withholdings

Deposits

Total Liabilities

Fund Balance
Restricted for:
Streets
Capital acquisitions
Unassigned

Total Fund Balance

Total Liabilities and Fund Balance

Reconciliation of the Balance Sheet (Modified Cash Basis)
to the Statement of Net Position (Modified Cash Basis)

Fund Balances

Capital assets are not financial resources in governmental funds, but are reported in the

Statement of Net Position at their net depreciable value:

Capital assets, cost
Accumulated depreciation

Net Position

The accompanying notes are an integral part of the financial statements.
-10-

Special
Revenue
General Street Total

$ 7,061,698 $ 3,000,381 $ 10,062,079
$ 270 $ - $ 270
5,000 - 5,000
5,270 - 5,270
- 3,000,381 3,000,381
652,641 - 652,641
6,403,787 - 6,403,787
7,056,428 3,000,381 10,056,809
$ 7,061,698 $ 3,000,381 $ 10,062,079
$ 10,056,809
23,013,502
(6,597,376)
$ 26,472,935



CITY OF MILLERSBURG, OREGON

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
(MODIFIED CASH BASIS) - GOVERNMENTAL FUNDS

YEAR ENDED JUNE 30, 2020

Special
Revenue
General Street Total
REVENUES
Taxes and assessments $ 2,233,212 $ - $ 2233212
Intergovernmental 81,008 174,044 255,052
Licenses and permits 1,559,835 414,633 1,974,468
Charges for services 1,805 - 1,805
Miscellaneous 395,792 - 395,792
Total Revenues 4,271,652 588,677 4,860,329
EXPENDITURES
Current
Administration 1,477,225 - 1,477,225
Parks and recreation 91,881 - 91,881
Emergency services 1,594,270 - 1,594,270
Building 787,390 - 787,390
Highway and streets - 221,377 221,377
Capital acquisitions 109,746 25,846 135,592
Total Expenditures 4,060,512 247,223 4,307,735
REVENUES OVER (UNDER) EXPENDITURES 211,140 341,454 552,594
OTHER FINANCING SOURCES (USES)
Transfers in 487,702 - 487,702
Transfers out (417,661) (78,829) (496,490)
Proceeds from sales of assets 588,060 - 588,060
Total Other Financing Sources (Uses) 658,101 (78,829) 579,272
NET CHANGE IN FUND BALANCE 869,241 262,625 1,131,866
FUND BALANCE, beginning of year 6,187,187 2,737,756 8,924,943
FUND BALANCE, end of year $ 7,056,428 $ 3,000,381 $ 10,056,809
Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balance
(Modified Cash Basis) to the Statement of Activites (Modified Cash Basis)
Net change in fund balance $ 1,131,866
Capital acquisitions are reported as expenditures in governmental funds.
However, the Statement of Activities allocates the cost of capital acquisitions
over the estimated useful life as depreciation expense:
Capital acquisitions (net of disposals) 125,293
Depreciation expense (561,087)
Change in net position of governmental activities $ 696,072

The accompanying notes are an integral part of the financial statements.
-11-



CITY OF MILLERSBURG, OREGON
STATEMENT OF FUND NET POSITION (MODIFIED CASH BASIS) - PROPRIETARY FUNDS
JUNE 30, 2020

Water Utility Sewer Utility Stormwater Total
ASSETS
Current assets
Cash and cash equivalents $ 2,393,319 $ 2,667,396 $ 346,612 $ 5,407,327
Capital assets
Non-depreciable capital assets 79,387 109,566 - 188,953
Depreciable capital assets, net 6,625,110 12,826,961 21,318 19,473,389
Total Assets 9,097,816 15,603,923 367,930 25,069,669
LIABILITIES
Current liabilities
Deposits payable 19,405 - - 19,405
Long-term liabilities
Portion due within one year 369,000 360,745 - 729,745
Portion due in more than one year 1,590,000 3,396,824 - 4,986,824
Total Liabilities 1,978,405 3,757,569 - 5,735,974
FUND NET POSITION
Net investment in capital assets 4,745,497 9,178,958 21,318 13,945,773
Restricted for:
Debt service - 210,230 - 210,230
Capital acquisitions 930,715 - - 930,715
Unrestricted 1,443,199 2,457,166 346,612 4,246,977
Total Fund Net Position $ 7,119411 $ 11,846,354 $ 367,930 $ 19,333,695

The accompanying notes are an integral part of the financial statements.
-]2-



CITY OF MILLERSBURG, OREGON

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION

(MODIFIED CASH BASIS) - PROPRIETARY FUNDS
YEAR ENDED JUNE 30, 2020

Water Utility Sewer Utility Stormwater Total
OPERATING REVENUES
Charges for services $ 1,035,397 $ 1,065,823 10,932 $ 2,112,152
Miscellaneous - 30,201 7,500 37,701
Total Operating Revenues 1,035,397 1,096,024 18,432 2,149,853
OPERATING EXPENSES
Materials and services 350,408 396,263 82,719 829,390
Depreciation 464,522 636,829 1,174 1,102,525
Total Operating Expenses 814,930 1,033,092 83,893 1,931,915
OPERATING INCOME 220,467 62,932 (65,461) 217,938
NONOPERATING REVENUES (EXPENSES)
Intergovernmental - 37,188 - 37,188
Debt payments
Interest (61,654) (80,274) - (141,928)
Total Nonoperating Revenues (Expenses) (61,654) (43,086) - (104,740)
NET INCOME BEFORE CONTRIBUTIONS
AND TRANSFERS 158,813 19,846 (65,461) 113,198
CONTRIBUTIONS AND TRANSFERS
Capital contributions 200,524 249,467 3,538 453,529
Transfers in - - 417,661 417,661
Transfers out (180,710) (173,502) (54,661) (408,873)
CHANGE IN FUND NET POSITION 178,627 95,811 301,077 575,515
FUND NET POSITION, beginning
of year 6,940,784 11,750,543 66,853 18,758,180
FUND NET POSITION, end of year $ 7,119,411 $ 11,846,354 367,930 $ 19,333,695

The accompanying notes are an integral part of the financial statements.
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CITY OF MILLERSBURG, OREGON

STATEMENT OF CASH FLOWS (MODIFIED CASH BASIS) - PROPRIETARY FUNDS

FOR THE YEAR ENDED JUNE 30, 2020

Water Utility Sewer Utility Stormwater Total
CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers $ 1,048,402 $ 1,065,823 10,932 $ 2,125,157
Cash received from other sources - 30,201 7,500 37,701
Cash paid to suppliers and others (350,408) (396,263) (82,719) (829,390)
Net Cash Provided by (Used for) 697,994 699,761 (64,287) 1,333,468
Operating Activities
CASH FLOWS FROM NON-CAPITAL
FINANCING ACTIVITIES
Transfers in - - 417,661 417,661
Transfers out (180,710) (173,502) (54,661) (408,873)
Net Cash Provided by (Used for)
Non-Capital Financing Activities (180,710) (173,502) 363,000 8,788
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Purchase of capital assets (5,446) (17,662) - (23,108)
Principal paid on debt (360,000) (355,377) - (715,377)
Interest paid on debt (61,654) (80,274) - (141,928)
Capital contributions 200,524 286,655 3,538 490,717
Net Cash Provided by (Used for) Capital
and Related Financing Activities (226,576) (166,658) 3,538 (389,696)
Increase in Cash and Cash Equivalents 290,708 359,601 302,251 952,560
CASH AND CASH EQUIVALENTS,
Beginning of year 2,102,611 2,307,795 44,361 4,454,767
CASH AND CASH EQUIVALENTS,
End of year $ 2,393,319 $ 2,667,396 346,612 $ 5,407,327
RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH
PROVIDED BY (USED FOR) OPERATING ACTIVITIES
Operating income (loss) $ 220,467 $ 62,932 (65,461) $ 217,938
Adjustments
Depreciation 464,522 636,829 1,174 1,102,525
Increase (decrease) in deposits 13,005 - - 13,005
Net Cash Provided by (Used for)
Operating Activities $ 697,994 $ 699,761 (64,287) $ 1,333,468

The accompanying notes are an integral part of the financial statements.
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CITY OF MILLERSBURG, OREGON
NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Millersburg, Oregon was incorporated in 1974 under the provisions of the Oregon Statutes. The City
offers a beautiful eleven-acre park with a large shelter for year-round use. It boasts of a volleyball court, a jogging
path, a tennis court, and an outdoor basketball court. Two baseball fields, playground equipment, and horseshoe
pits round out the park amenities. With a population of 2,615 and growing, Millersburg gives you that country
feeling with big city facilities nearby. The City utilizes the Council-Manager form of government. Under the
Council-Manager form of government, the City Council provides the policy direction to the City Manager who is
responsible for administering City operations such as budget preparation and enforcement, expenditure approval,
and hiring of City personnel. The five member City Council are elected by a vote of the general public. The
Mayor is elected by a vote of the City Council.

As discussed further under Measurement Focus and Basis of Accounting, these financial statements are presented
on a modified cash basis of accounting, which is a basis of accounting other than accounting principles generally
accepted in the United States of America (GAAP) established by the Governmental Accounting Standards Board
(GASB). These modified cash basis financial statements generally meet the presentation and disclosure
requirements applicable to GAAP, in substance, but are limited to the elements presented in the financial
statements and the constraints of the measurement and recognition criteria of the modified cash basis of
accounting.

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. Governmental 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 Position (Modified
Cash Basis) and the Statement of Activities (Modified Cash Basis).

The Statement of Net Position (Modified Cash Basis) presents all the recorded assets and liabilities of the City.
Net position, representing assets less liabilities, is shown in two components: restricted for special purposes,
amounts which must be spent in accordance with legal restrictions; and unrestricted, the amount available for
ongoing City activities.

The Statement of Activities (Modified Cash Basis) demonstrates the degree to which the direct expenses of a
given function or segment 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 governmental (general and special revenue) and proprietary type (enterprise) funds.
Major individual governmental funds, and major individual proprietary funds are reported as separate columns
in the fund financial statements.
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CITY OF MILLERSBURG, OREGON
NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
YEAR ENDED JUNE 30, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
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, fund equity, revenues and
expenditures/expenses. The various funds are reported by generic classification within the financial statements.

The City reports the following major governmental funds:
General Fund

This fund accounts for the financial operations of the City not accounted for in any other fund. Principal
sources of revenues are property taxes, licenses and permits, franchise fees and State shared revenues.
Primary expenditures are for general administration.

Special Revenue Fund

Street Fund — The Street Fund accounts for state highway use tax revenues. Expenditures are for street
lighting and repairs, as allowed by Oregon statutes.

The City reports the following major proprietary funds:
Enterprise Funds

Water Utility Fund — The Water Utility Fund accounts for the activities of the City’s water utilities. The
primary source of revenue is user charges. Expenditures are primarily for the operation of the water system
and acquisition and construction of capital assets.

Sewer Utility Fund - The Sewer Utility Fund accounts for the activities of the City’s sewer utilities. The
primary source of revenue is user charges. Expenditures are primarily for the operation of the utility and
acquisition of capital assets.

Stormwater Fund - The Stormwater Fund accounts for the activities of the City’s sewer utilities. The
primary source of revenue is user charges. Expenditures are primarily for the operation of the stormwater
utility and acquisition of capital assets.

Fund Balance

In governmental funds, the City’s policy is to first apply the expenditure toward restricted fund balance and
then to other, less-restrictive classifications — committed and then assigned fund balances before using
unassigned fund balances.

Fund balance is reported as nonspendable when the resources cannot be spent because they are either in a
nonspendable form or legally or contractually required to be maintained intact. Resources in nonspendable
form include inventories, prepaids and deposits, and assets held for resale.

Fund balance is reported as restricted when the constraints placed on the use of resources are either: (a)

externally imposed by creditors (such as through debt covenants), grantors, contributors, or laws or regulations
of other governments; or (b) imposed by law through constitutional provisions or enabling legislation.
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CITY OF MILLERSBURG, OREGON
NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
YEAR ENDED JUNE 30, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Fund Balance (Continued)

Fund balance is reported as committed when the City Council takes formal action that places specific
constraints on how the resources may be used. The City Council can modify or rescind the commitment at any
time through taking a similar formal action.

Resources that are constrained by the City’s intent to use them for a specific purpose, but are neither restricted
nor committed, are reported as assigned fund balance. Intent is expressed when the City Council approves
which resources should be “reserved” during the adoption of the annual budget. The City’s City Administrator
uses that information to determine whether those resources should be classified as assigned or unassigned for
presentation in the City’s Annual Financial Report.

Unassigned fund balance is the residual classification for the General Fund. This classification represents fund
balance that has not been restricted, committed, or assigned within the General Fund. This classification is also
used to report any negative fund balance amounts in other governmental funds.

When expenditures are paid for purposes in which both net position - restricted and net position - unrestricted
are available, the City deems net position - restricted to be spent first.

Definitions of Governmental Fund Types
The General Fund is used to account for all financial resources not accounted for in another fund.

Special Revenue Funds are used to account for and report the proceeds of specific revenue sources that are
restricted or committed to expenditure for specified purposes other than debt service or capital projects. The
term “proceeds of specific revenues sources” means that the revenue sources for the fund must be from
restricted or committed sources, specifically that a substantial portion of the revenue must be from these sources
and be expended in accordance with those requirements.

Measurement Focus and Basis of Accounting

Measurement focus is a term used to describe what transactions or events are recorded within the various
financial statements. Basis of accounting refers to when and how transactions or events are recorded, regardless
of the measurement focus applied.

In the government-wide Statement of Net Position (Modified Cash Basis) and Statement of Activities (Modified
Cash Basis), both governmental and business-type activities are presented using the economic resource
measurement focus, within the limitations of the modified cash basis of accounting, as defined below.

In the fund financial statements, the current financial resources measurement focus or the economic resources
measurement focus as applied to the modified cash basis of accounting, is used as appropriate:

a. All governmental funds utilize a current financial resources measurement focus within the limitations of
the modified cash basis of accounting. Only current financial assets and liabilities are generally included
on their balance sheets. Their operating statements present sources and uses of available spendable
financial resources during a given period. These funds use fund balance as their measure of available
spendable financial resources at the end of the period.

-17-



CITY OF MILLERSBURG, OREGON
NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
YEAR ENDED JUNE 30, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Measurement Focus and Basis of Accounting (Continued)

b. The proprietary funds utilize an economic resource measurement focus within the limitations of the
modified cash basis of accounting. The accounting objectives of this measurement focus are the
determination of operating income, change in net position (or cost recovery), net financial position, and
cash flows. All assets and liabilities (whether current or noncurrent or financial or nonfinancial)
associated with their activities are generally reported within the limitations of the modified cash basis of
accounting.

The financial statements are presented on a modified cash basis of accounting, which is a basis of accounting
other than GAAP as established by GASB. This basis of accounting involves modifications to the cash basis of
accounting to report in the statements of net position or balance sheets cash transactions or events that provide a
benefit or result in an obligation that covers a period greater than the period in which the cash transaction or
event occurred. Such reported balances include:

1. Interfund receivables and payables that are temporary borrowing and result from transactions involving
cash or cash equivalents are recognized.

2. Assets that normally convert to cash or cash equivalents (e.g., certificates of deposit, external cash pools,
and marketable investments) that arise from transactions and events involving cash or cash equivalents
are recognized.

3. Capital assets owned by the City net of their depreciable value.

4. Liabilities for cash (or cash equivalents) held on behalf of others or held in escrow are recognized.

5. Long-term liabilities held by the City for capital projects and improvements.

The modified cash basis of accounting differs from GAAP primarily because certain assets and their related
revenues (such as accounts receivable and revenue for billed or provided services not yet collected and other
accrued revenue and receivables) and certain liabilities and their related expenses or expenditures (such as
accounts payable and expenses for goods and services received but not yet paid and other accrued expenses and
liabilities) are not recorded in these financial statements. In addition, other economic assets, deferred outflows,
liabilities, and deferred inflows that do not arise from a cash transaction or event are not reported, and the
measurement of reported assets and liabilities does not involve adjustment to fair value. Additionally, capital
assets such as property and equipment, and long-term liabilities such as debt are only reported in the proprietary
funds and government-wide financial statements.

If the City utilized the basis of accounting recognized as generally accepted in the United States of America, the
fund financial statements for the governmental funds would use the modified accrual basis of accounting, and
the fund financial statements for the enterprise funds would use the accrual basis of accounting. All
government-wide financial statements would be presented on the accrual basis of accounting.

The City’s policy, although not in accordance with accounting principles generally accepted in the United
States of America, is acceptable under Oregon Law (ORS 294.333), which leaves the selection of the method of
accounting to the discretion of the municipal corporation.

Enterprise funds distinguish between operating revenues and expenses and nonoperating items. Operating
revenues and expenses result from providing services to customers in connection with ongoing utility
operations. The principal operating revenues are charges to customers for service. Operating expenses include
payroll and related costs, and materials and supplies. All revenues not considered operating are reported as
nonoperating revenues.
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CITY OF MILLERSBURG, OREGON
NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
YEAR ENDED JUNE 30, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Cash and Cash Equivalents

The City maintains cash and cash equivalents in a common pool that is available for use by all funds. Each
fund type’s portion of this pool is displayed in the financial statements as cash and cash equivalents.
Additionally, several funds held separate cash accounts. Interest earned on pooled cash and investments is
allocated to participating funds based upon their combined cash and investment balances. The City considers
cash on hand, demand deposits, and short-term investments with an original maturity of three months or less
from the date of acquisition to be cash and cash equivalents.

Oregon Revised Statutes authorize the City to invest in certificates of deposit, savings accounts, bank
repurchase agreements, bankers’ acceptances, general obligations of U.S. Government and its agencies, certain
bonded obligations of Oregon municipalities and the State Treasurer’s Local Government Investment Pool,
among others.

Investments are stated at cost, which approximates fair value.
Property Taxes

Property taxes are levied by the County Assessor and collected by the County Tax Collector. The taxes are
levied and become a lien as of July 1. They may be paid in three installments payable in equal payments due
November 15, February 15, and May 15. The City’s property tax collection records show that most of the
property taxes due are collected during the year of levy and delinquent taxes are collected in the next few years.

Capital Assets

Capital assets (items costing more than $5,000 and lasting more than one year) are reported in the applicable
governmental or business-type financial statements. In the fund statements, capital assets are charged as
expenditures as purchased. Capital assets are recorded at cost or estimated historical cost where records are
available. Donated assets are not recorded, unless determined to be significant. Maintenance and repairs are
expensed as incurred. Replacements which improve or extend the lives of property are capitalized.

Capital assets are depreciated unless they are inexhaustible in nature (e.g., land and right-of-ways).
Depreciation is an accounting process to allocate the cost of capital assets in a systematic and rational manner to
those periods expected to benefit from the use of capital assets. Depreciation is not intended to represent an
estimate in the decline of fair market value, nor are capital assets, net of accumulated depreciation, intended to
represent an estimate of the current condition of the assets, or the maintenance requirements needed to maintain
the assets at their current level of condition.

Depreciation is computed over the estimated useful lives of the capital assets. Depreciation is calculated on the
straight-line basis. The estimated useful lives of the various categories of assets are as follows:

Buildings and improvements 50 years
Water and sewer systems 25 - 80 years
Infrastructure 40 years
Furniture and equipment 5-20 years

Upon disposal of capital assets, cost and accumulated depreciation are removed from the accounts.
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CITY OF MILLERSBURG, OREGON
NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
YEAR ENDED JUNE 30, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Long-Term Debt

Long-term debt is presented in the proprietary fund financial statements and government-wide financial
statements. Payments of principal and interest are recorded as expenditures / expenses when paid.

Accrued Compensated Absences

Accumulated unpaid vacation and comp time pay is not accrued. Earned but unpaid sick pay is recorded as an
expenditure when paid.

Budgets and Budgetary Accounting

The City adopts the budget on a program basis, therefore, expenditures of a fund may not legally exceed that
fund’s appropriation for a program. The City Council may amend the budget to expend unforeseen revenues by
supplemental appropriations.  All supplemental appropriations are included in the budget comparison
statements. Appropriations lapse at year-end and may not be carried over. The City does not use encumbrance
accounting.

Use of Estimates
The preparation of financial statements in conformity with the modified cash basis of accounting requires
management to make estimates and assumptions that affect reporting amounts of certain assets, liabilities,

revenues and expenditures / expenses as of and for the year ended June 30, 2020. Actual results may differ
from such estimates.

CASH AND CASH EQUIVALENTS

Cash
Cash on hand $ 70
Deposits with financial institutions 431,485
Investments
Local Government Investment Pool 15,037,851

$ 15,469,406

Deposits

The book balance of the City’s bank deposits was $431,485 and the bank balance was $475,270 at year end.
The difference is due to transactions in process. Bank deposits are secured to legal limits by federal deposit
insurance. The remaining amount is secured in accordance with ORS 295 under a collateral program
administered by the Oregon State Treasurer.
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CITY OF MILLERSBURG, OREGON
NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
YEAR ENDED JUNE 30, 2020

CASH AND CASH EQUIVALENTS (Continued)
Local Government Investment Pool

The State Treasurer of the State of Oregon maintains the Oregon Short Term Fund, of which the Local
Government Investment Pool is part. Participation by local governments is voluntary. The State of Oregon
investment policies are governed by statute and the Oregon Investment Council. In accordance with Oregon
Statutes, the investment funds are invested as a prudent investor would do, exercising reasonable care, skill and
caution. The Oregon Short Term Fund is the LGIP for local governments and was established by the State
Treasurer. It was created to meet the financial and administrative responsibilities of federal arbitrage
regulations. The investments are regulated by the Oregon Short Term Fund Board and approved by the Oregon
Investment Council (ORS 294.805 to 294.895). At June 30, 2020, the fair value of the position in the Oregon
State Treasurer’s Short Term Investment Pool was approximately equal to the value of the pool shares. The
investment in the Oregon Short Term Fund is not subject to risk evaluation. LGIP is not rated for credit quality.
Separate financial statements for the Oregon Short Term Fund are available from the Oregon State Treasurer.

Custodial Credit Risk - Deposits

This is the risk that in the event of a bank failure, the City’s deposits may not be returned. The Federal
Depository Insurance Corporation (FDIC) provides insurance for the City’s deposits with financial institutions
for up to $250,000 for the aggregate of all demand deposits and the aggregate of all time deposit and savings
accounts at each institution. Deposits in excess of FDIC coverage are with institutions participating in the
Oregon Public Funds Collateralization Program (PFCP). The PFCP is a shared liability structure for
participating bank depositories, better protecting public funds though still not guarantecing that all funds are
100% protected. Barring any exceptions, a bank depository is required to pledge collateral valued at least 10%
of their quarter-end public fund deposits if they are well capitalized, 25% of their quarter-end public fund
deposits if they are adequately capitalized or 110% of their quarter-end public fund deposits if they are
undercapitalized or assigned to pledge 110% by the Office of the State Treasurer. In the event of a bank failure,
the entire pool of collateral pledged by all qualified Oregon public funds bank depositories is available to repay
deposits of public funds of government entities. As of June 30, 2020, $225,270 of the City’s bank balances was
covered by the PFCP.

Interest Rate Risk

In accordance with its investment policy, the City manages its exposure to declines in fair value of its
investments by limiting its investments to the LGIP.

Custodial Risk — Local Government Investment Pool

For the LGIP, this is the risk that, in the event of a failure of the counterparty, the City will not be able to
recover the value of its investments or collateralized securities that are in the possession of an outside party.
The City’s investment policy limits the types of investments that may be held and does not allow securities to
be held by the counterparty.

The LGIP is administered by the Oregon State Treasury with the advice of other state agencies and is not
registered with the U.S. Securities and Exchange Commission. The LGIP is an open-ended no-load diversified
portfolio offered to any agency, political subdivision, or public corporation of the state that by law is made the
custodian of, or has control of any fund. The LGIP is commingled with the State's short-term funds. In seeking
to best serve local governments of Oregon, the Oregon Legislature established the Oregon Short Term Fund
Board, which has established diversification percentages and specifies the types and maturities of the
investments. The purpose of the Board is to advise the Oregon State Treasury in the management and
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CITY OF MILLERSBURG, OREGON
NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
YEAR ENDED JUNE 30, 2020

CASH AND CASH EQUIVALENTS (Continued)

Custodial Risk — Local Government Investment Pool (Continued)

investment of the LGIP. These investments within the LGIP must be invested and managed as a prudent
investor would, exercising reasonable care, skill and caution. Professional standards indicate that the
investments in external investment pools are not subject to custodial risk because they are not evidenced by
securities that exist in physical or book entry form. Nevertheless, management does not believe that there is

any substantial custodial risk related to investments in the LGIP.

CAPITAL ASSETS

The summary of capital assets for governmental activities for the year ended June 30, 2020 is as follows:

Balances Balances
July 1, June 30,
2019 Additions Retirements 2020
Nondepreciable capital assets
Land $ 6,505,758  $ - 3 4447) $ 6,501,311
Construction in progress - 22,390 - 22,390
Total nondepreciable capital assets 16,382,451 22,390 (4,447) 6,523,701
Depreciable capital assets
Buildings 3,377,288 100,841 - 3,478,129
Furniture and equipment 235,134 - - 235,134
Infrastructure 12,770,029 6,509 - 12,776,538
Total depreciable capital assets 16,382,451 107,350 - 16,489,801
Less accumulated depreciation
Buildings (986,519) (83,949) - (1,070,468)
Furniture and equipment (160,850) (5,905) - (166,755)
Infrastructure (4,888,920) (471,233) - (5,360,153)
Total accumuated depreciation (6,036,289) (561,087) - (6,597,376)
Net depreciable capital assets 10,346,162 (453,737) - 9,892,425
Net capital assets $ 16851920 § (431,347) $ (4447) $ 16416,126

Depreciation expense was allocated as follows:

General government $ 448309
Highway and streets 112,778
S solos
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CITY OF MILLERSBURG, OREGON
NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
YEAR ENDED JUNE 30, 2020

CAPITAL ASSETS (Continued)

The summary of capital assets for the business-type activities for the year ended June 30, 2020 is as follows:

Balances Balances
July 1, June 30,
2019 Additions Retirements 2020
Nondepreciable capital assets
Land $ 188953  § -3 -3 188,953
Depreciable capital assets
Furniture and equipment 11,651 - - 11,651
Infrastructure 33,116,473 23,108 - 33,139,581
Total depreciable capital assets 33,128,124 23,108 - 33,151,232
Less accumulated depreciation
Furniture and equipment (5,759) (442) - (6,201)
Infrastructure (12,569,559) (1,102,083) - (13,671,642)
Total accumuated depreciation (12,575,318) (1,102,525) - (13,677,843)
Net depreciable capital assets 20,552,806 (1,079,417) - 19,473,389
Net capital assets $ 20,741,759 $ (1,079417) $ -5 19,662,342
Depreciation expense was allocated as follows:
Water utility $ 464,522
Sewer utility 636,829
Stormwater 1,174
$ 1,102,525
LONG-TERM LIABILITIES
The following is a summary of long-term liabilities transactions for the year:
Outstanding Matured/ Outstanding
July 1, Redeemed June 30, Due Within
2019 Issued During Year 2020 One Year

Business-type activities:

Notes/loans from direct borrowings

Loan Payable - OECDD 2018 Refinance $ 2,319,000 § - S (360,000) $ 1,959,000 § 369,000
Loan Payable - City of Albany 3,487,946 - (305,377) 3,182,569 310,745
Loan Payable - DEQ CWSRF 625,000 - (50,000) 575,000 50,000

§ 6431946 § - S (715377) § 5,716,569 § 729,745
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CITY OF MILLERSBURG, OREGON
NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
YEAR ENDED JUNE 30, 2020

LONG-TERM LIABILITIES (Continued)
Loan Payable — OECDD 2018 Refinance

The 2018 Special Public Works Fund Loan through the Oregon Economic and Community Development
Department was signed on July 28, 2018, with interest at 2.90% due annually on December 1 through the year
2024. The proceeds were used for water system improvements.

The note is secured by the full faith and credit of the City. In the event of default, the loan becomes immediately
due and payable.

$ 1.959,000

Loan Payable — City of Albany

The City of Millersburg signed two loan agreements with the City of Albany as part of an intergovernmental
agreement to finance the construction costs for wastewater treatment facilities. Both loans were signed on August
17, 2007, with payments and interest due semiannually on April 1 and October 1 through 2029. In addition to
interest, the City must pay an administrative loan fee equal to 0.50% of the outstanding balance.

The note is secured by the full faith and credit of the City. In the event of default, the loan becomes immediately

due and payable.
$ 3.182,569
Loan Payable — DEQ CWSRF

The City of Millersburg signed a loan agreement with the Oregon Department of Environmental Quality (DEQ)
Clean Water State Revolving Fund (CWSRF) to finance Phase 1 of the wastewater wetlands project. The project
was completed in July 2011 and the final loan amount was determined to be $4,000,000. Due to the City’s
compliance with the requirements of the CWSRF loan agreement, $3,000,000 principal forgiveness outlined in
Article 1 of the loan agreement took place, leaving the City with $1,000,000 to be repaid to DEQ. The City of
Millersburg’s ownership percentage constitutes 10% of the total project cost. Payment and fees are due
semiannually on February 1 and August 1 through 2031. The City met the requirement of the loan to maintain a
loan reserve account in which the amount is equal to half of the average annual debt service.

The note is secured by the full faith and credit of the City. In the event of default, the loan becomes immediately
due and payable.

$ 575,000

Annual debt service requirements to maturity for direct borrowings are as follows:

Fiscal Year

Ending

June 30, Principal Interest Total
2021 $ 729,745 $ 89,450 § 819,195
2022 748,207 89,450 837,657
2023 761,764 72,699 834,463
2024 780,420 55,545 835,965
2025 798,175 37,929 836,104

2026-2030 1,823,258 69,629 1,892,887

2031-2032 75,000 - 75,000

§ 5,716,569 $ 414,702 $ 6,131,271
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CITY OF MILLERSBURG, OREGON
NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
YEAR ENDED JUNE 30, 2020

PENSION PLAN

Plan Description - City employees are provided pension benefits through the Oregon Public Employees
Retirement System (PERS). PERS is a cost-sharing multiple-employer defined benefit pension plan for units of
state and local government in Oregon, containing multiple actuarial pools. Benefits are established and amended
by the Oregon State Legislature pursuant to ORS Chapters 238 and 238A. The legislature has delegated the
authority to administer and manage PERS to the Public Employees Retirement Board. PERS issues a publicly
available financial report that can be found at: https://www.oregon.gov/pers/Pages/Financials/Actuarial-Financial-
Information.aspx

Benefits Provided - PERS provides retirement, disability, and death benefits which vary based on a qualified
employee’s hiring date and employment class (general service). All City employees are eligible to participate
after six months of covered employment.

The Tier One/Tier Two Retirement Plan applies to qualifying employees hired before August 29, 2003 and is
closed to new members.

Monthly retirement benefits are based on final 3-year average salary multiplied by years of service and a
factor of 1.67%. Benefits may also be based on a money match computation, or formula plus annuity (for
members contributing before August 21, 1981), if a greater benefit results. Employees are fully vested
after making contributions in each of five calendar years, and are eligible to retire at age 55. Tier One
benefits are reduced if retirement occurs prior to age 58 with less than 30 years of service; Tier Two
benefits are reduced for retirement prior to age 60.

Employees are eligible for service-related disability benefits regardless of length of service; 10 years of
service is required for nonservice-related benefits. Disability benefits are determined in the same manner
as retirement benefits with service time computed to age 58.

Upon the death of a non-retired member, the beneficiary receives a lump-sum refund of the member’s
account balance. The beneficiary may also receive a matching lump-sum payment from employer funds if
the member was in covered employment at the time of death, or if the member died less than 120 days
after termination, while on official leave of absence, or as a result of a job-related injury.

Monthly benefits are subject to annual cost-of-living adjustments (COLA). For benefits earned after the
relevant effective dates, the COLA is subject to a cap of 1.25% on the first $60,000 of annual benefits and
0.15% thereafter (ORS 238.360).

The Oregon Public Service Retirement Plan (OPSRP) applies to qualifying employees hired on or after August
29, 2003.

Monthly retirement benefits are based on final 3-year average salary multiplied by years of service and a
factor of 1.50%. Employees are fully vested after completing 600 hours of service in each of five calendar
years, and are eligible to retire at age 58 with 30 years of service, or at age 65 otherwise.

Employees are eligible for service-related disability benefits regardless of length of service; 10 years of
service is required for nonservice-related benefits. The benefit is 45% of the employee’s salary during the

last full month of employment before the disability occurred.

Upon the death of a non-retired member, the beneficiary receives a monthly benefit equal to 50% of the
retirement benefit that would have been paid to the member.
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PENSION PLAN (Continued)

Monthly benefits are subject to annual cost-of-living adjustments (COLA). For benefits earned after the
relevant effective dates, the COLA is subject to a cap of 1.25% on the first $60,000 of annual benefits and
0.15% thereafter (ORS 238A.210).

Contribution Requirements — As a participating employer, the City is required to make monthly contributions to
PERS based on actuarially determined percentages of covered payroll. Rates in effect for fiscal year 2020 were
23.09% for Tier One/Tier Two employees and 18.79% for OPSRP general service employees. The City’s total
contributions to PERS were $57,965 for fiscal year ended June 30, 2020.

Contribution requirements are established by Oregon statute and may be amended by an act of the Oregon State
Legislature. Employer contribution rates for fiscal year 2020 were based on the December 31, 2017 actuarial
valuation using the entry age normal actuarial cost method. It is important to note that the actuarial valuations
used for rate setting are based on different methods and assumptions than those used for financial reporting which
are described later in this note.

Employee contributions are set by statute at 6% of salary and are remitted by participating employers, who may
agree to make employee contributions on the employee’s behalf. Prior to January 1, 2004, employee contributions
were credited to the defined benefit pension plan. Beginning January 1, 2004, all employee contributions were
placed in the OPSRP Individual Account Program (IAP), a defined contribution pension plan described further at
the end of this note.

Pension Assets/Liabilities, Pension Expense, and Pension-Related Deferrals — At June 30, 2020, the City reported
a net pension liability of $501,233 as its proportionate share of the collective net pension liability for PERS,
measured as of June 30, 2019. The total pension liability used to calculate the net pension liability was based on a
December 31, 2017 actuarial valuation, rolled forward to the measurement date. The City’s proportion of the net

pension liability was based on a projection of the City’s long-term share of contributions to PERS relative to the
projected contributions of all participating employers, as actuarially determined. The City’s proportion was
0.00289% as of the June 30, 2019 measurement date, compared to 0.00164% as of June 30, 2018.

Actuarial Methods and Assumptions — The total pension liability in the December 31, 2017 actuarial valuation
was determined using the entry age normal method and the following actuarial assumptions, applied to all periods
included in the measurement: inflation rate of 2.50%, projected salary increases of 3.50%, investment rate of
return of 7.20%, and mortality rates based on the RP-2014 sex-distinct mortality tables, with generational
adjustments per scale BB. These assumptions were based on the results of an actuarial experience study for the
four-year period ending December 31, 2016.

The long-term expected rate of return on pension plan investments was developed by combining estimated rates
of return for each major asset class weighted by target asset allocation percentages and adjusting for inflation.

Target allocations and estimated geometric rates of return for each major asset class are available in the PERS
publicly available financial report previously mentioned.
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The discount rate used to measure the total pension liability was 7.20%. The projection of cash flows used to
determine the discount rate assumed that contributions from plan members and those of the contributing
employers are made at the contractually required rates, as actuarially determined. Based on those assumptions, the
pension plan’s fiduciary net position was projected to be available to make all projected future benefit payments
of current plan members. Therefore, the long-term expected rate of return on pension plan investments was
applied to all periods of projected benefit payments to determine the total pension liability.

The following chart shows the sensitivity of the net pension liability (asset) to changes in the discount rate, based
on calculations using discount rates of 6.20%, 7.20%, and 8.20%.

1% Decrease Discount Rate 1% Increase
(6.20%) (7.20%) (8.20%)

Proportionate share of the net pension liability $ 802,680 $ 501,233 $ 247,882

Pension Plan Fiduciary Net Position — Detailed information about PERS’ net position is available in its separately
issued financial report.

Defined Contribution Plan — PERS-eligible employees are statutorily required to contribute 6% of their annual
covered salary to the OPSRP Individual Account Program (IAP), a defined contribution pension plan. Benefits
terms, including contribution requirements, are established by the Oregon Legislature. As permitted, the City has
opted to pick-up the contributions on behalf of employees; contributions were $18,134 for the year ended June 30,
2020. Employees are fully vested after completing 600 hours of service in each of five calendar years. PERS
contracts with VOY A Financial to administer the IAP.

POST-EMPLOYMENT BENEFITS OTHER THAN PENSIONS

As required by ORS 243.303(2), all retirees are allowed to continue coverage (at the retirees’ expense) under the
group health insurance plan, until age 65 as an other post-employment benefit. The difference between the
premium actually paid by retirees under the group insurance plan and the premium that they would pay if they
were not included in the plan is considered to be an implicit subsidy. The implicit subsidy is not considered
material to the City and the related liability has not been included in these financial statements.

CONTINGENCIES
The City purchases commercial insurance to cover all commonly insurable risks, which includes property
damage, liability and employee bonds. Most policies carry a small deductible amount. There were no open

claims at the time of this report. No insurance settlements have exceeded coverage in the last three years.

At times, the City is a defendant in various litigation proceedings. Management believes any losses arising from
these actions will not materially affect the City’s financial position.
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SUBSEQUENT EVENTS

Management has evaluated subsequent events through December 2, 2020, the date on which the financial
statements were available to be issued. Management is not aware of any subsequent events that require
recognition or disclosure in the financial statements. As a result of the recent coronavirus pandemic (COVID-19),
numerous sectors of the economy are suffering damage and long-term economic and business consequences of
this remain unknown. The extent to which this will impact the City is uncertain.
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CITY OF MILLERSBURG, OREGON

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
(BUDGETARY BASIS) - BUDGET AND ACTUAL - GENERAL FUND

YEAR ENDED JUNE 30, 2020

Budget Amounts
Original Final Actual Variance
REVENUES
Taxes and assessments $ 2,295,646 $ 2,295,646 $ 2,233,212 $ (62,434)
Intergovernmental 90,700 90,700 81,008 (9,692)
Licenses and permits 1,500,900 1,500,900 1,559,835 58,935
Charges for services 6,000 6,000 1,805 (4,195)
Miscellaneous 338,400 338,400 395,792 57,392
Total Revenues 4,231,646 4,231,646 4,271,652 40,006
EXPENDITURES
Administration 1,662,751 1,662,751 1,586,971 75,780
Parks and recreation 170,000 170,000 91,881 78,119
Emergency services 1,896,182 1,896,182 1,594,270 301,912
Building 641,000 641,000 787,390 * (146,390)
Contingency 630,000 630,000 - 630,000
Total Expenditures 4,999,933 4,999,933 4,060,512 939,421
REVENUES OVER (UNDER) EXPENDITURES (768,287) (768,287) 211,140 979,427
OTHER FINANCING SOURCES (USES)
Transfers in 487,701 487,701 487,702 1
Transfers out (417,661) (417,661) (417,661) -
Proceeds from sale of assets - - 588,060 588,060
Total Other Financing Sources (Uses) 70,040 70,040 658,101 588,061
NET CHANGE IN FUND BALANCE (698,247) (698,247) 869,241 1,567,488
FUND BALANCE, beginning of year 5,945,105 5,945,105 6,187,187 242,082
FUND BALANCE, end of year $ 5,246,858 $ 5,246,858 $ 7,056,428 $ 1,809,570

* Budget was adopted at the fund level. This is not a budget violation.
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SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
(BUDGETARY BASIS) - BUDGET AND ACTUAL - STREET FUND

YEAR ENDED JUNE 30, 2020

REVENUES
Licenses and permits
Intergovernmental
Miscellaneous

Total Revenues

EXPENDITURES
Highways and streets
Capital outlay
Contingency

Total Expenditures

REVENUES OVER (UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES)
Transfers out

NET CHANGE IN FUND BALANCE

FUND BALANCE, beginning of year

FUND BALANCE, end of year

Budget Amounts
Original Final Actual Variance

$ 383,360 § 383,360 $ 414,633 $ 31,273
200,000 200,000 174,044 (25,956)
410,390 410,390 - (410,390)
993,750 993,750 588,677 (405,073)
293,000 293,000 221,377 71,623
478,269 478,269 25,846 452,423
50,000 50,000 - 50,000
821,269 821,269 247,223 574,046
172,481 172,481 341,454 168,973
(78,829) (78,829) (78,829) -
93,652 93,652 262,625 168,973
2,615,488 2,615,488 2,737,756 122,268

$ 2,709,140 § 2,709,140 $ 3,000,381 § 291,241
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CITY OF MILLERSBURG, OREGON

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
(BUDGETARY BASIS) - BUDGET AND ACTUAL - WATER UTILITY FUND

YEAR ENDED JUNE 30, 2020

REVENUES
Charges for services
Licenses and permits
Fines and forfeitures
System development charges

Total Revenues
EXPENDITURES
Water operations
Debt service
Principal
Interest

Capital outlay
Contingency

Total Expenditures

REVENUES OVER (UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES)
Transfers out

Total Other Financing Sources (Uses)

NET CHANGE IN FUND BALANCE

FUND BALANCE, beginning of year

FUND BALANCE, end of year

Reconcilation of Fund Balance to Fund Net Position

Capital assets, net
Long-term debt

Ending Fund Net Position

Budget Amounts
Original Final Actual Variance
$ 922,000 $ 922,000 $ 1,035397 $ 113,397
168,680 168,680 200,524 31,844
1,090,680 1,090,680 1,235,921 145,241
499,000 499,000 349,472 149,528
360,000 360,000 360,000 -
67,251 67,251 61,654 5,597
205,000 205,000 6,382 198,618
100,000 100,000 - 100,000
1,231,251 1,231,251 777,508 453,743
(140,571) (140,571) 458,413 598,984
(180,710) (180,710) (180,710) -
(180,710) (180,710) (180,710) -
(321,281) (321,281) 277,703 598,984
1,730,040 1,730,040 2,096,211 366,171
$ 1,408,759 § 1,408,759 2,373,914 $ 965,155
6,704,497
(1,959,000)
$§ 7,119,411
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CITY OF MILLERSBURG, OREGON

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
(BUDGETARY BASIS) - BUDGET AND ACTUAL - SEWER UTILITY FUND

YEAR ENDED JUNE 30, 2020

Budget Amounts
Original Final Actual Variance
REVENUES
Charges for services $ 865,000 $ 865,000 $ 1,065,823 $ 200,823
Intergovernmental 37,000 37,000 37,188 188
Licenses and permits 198,480 198,480 249,467 50,987
Miscellaneous - - 30,201 30,201
Total Revenues 1,100,480 1,100,480 1,382,679 282,199
EXPENDITURES
Sewer operations 554,000 554,000 395,327 158,673
Debt service
Principal 355,377 355,377 355,377 -
Interest 80,274 80,274 80,274 -
Capital outlay 110,000 110,000 18,598 91,402
Contingency 100,000 100,000 - 100,000
Total Expenditures 1,199,651 1,199,651 849,576 350,075
REVENUES OVER (UNDER) EXPENDITURES (99,171) (99,171) 533,103 632,274
OTHER FINANCING SOURCES (USES)
Transfers in 31,500 31,500 - (31,500)
Transfers out (173,502) (173,502) (173,502) -
Total Other Financing Sources (Uses) (142,002) (142,002) (173,502) (31,500)
NET CHANGE IN FUND BALANCE (241,173) (241,173) 359,601 600,774
FUND BALANCE, beginning of year 2,388,569 2,388,569 2,307,795 (80,774)
FUND BALANCE, end of year $ 2,147,396 $ 2,147,396 2,667,396 $ 520,000
Reconcilation of Fund Balance to Fund Net Position
Capital assets, net 12,936,527
Long-term debt (3,757,569)
Ending Fund Net Position $ 11,846,354
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CITY OF MILLERSBURG, OREGON

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

(BUDGETARY BASIS) - BUDGET AND ACTUAL - STORMWATER FUND

YEAR ENDED JUNE 30, 2020

REVENUES
Licenses and permits
Charges for services
Miscellaneous

Total Revenues
EXPENDITURES
Stormwater operations

Capital outlay
Contingency

Total Expenditures

REVENUES OVER (UNDER) EXPENDITURES
OTHER FINANCING SOURCES (USES)

Transfers in
Transfers out

Total Other Financing Sources (Uses)

NET CHANGE IN FUND BALANCE

FUND BALANCE, beginning of year

FUND BALANCE, end of year

Reconcilation of Fund Balance to Fund Net Position
Capital assets, net

Ending Fund Net Position

Budget Amounts
Original Final Actual Variance
$ 25,000 25,000 $ 3,538 § (21,462)
40,000 40,000 10,932 (29,068)
- - 7,500 7,500
65,000 65,000 21,970 (43,030)
219,000 219,000 82,719 136,281
225,000 225,000 - 225,000
20,000 20,000 - 20,000
464,000 464,000 82,719 381,281
(399,000) (399,000) (60,749) 338,251
417,661 417,661 417,661 -
(54,661) (54,661) (54,661) -
363,000 363,000 363,000 -
(36,000) (36,000) 302,251 338,251
36,000 36,000 44,361 8,361
$ - - 346,612 $§ 346,612
21,318
§ 367,930
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CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS
www.gmscpa.com
(503) 581-7788  FAX (503) 581-0152
475 Cottage Street NE, Suite 200 e Salem, Oregon 97301-3814

“"mm "””Hv« GROVE, MUELLER & SWANK, P.C.

INDEPENDENT AUDITOR’S REPORT
REQUIRED BY OREGON STATE REGULATIONS

Honorable Mayor and Members of the City Council
City of Millersburg

4222 Old Salem Rd NE

Albany, OR 97321

We have audited, in accordance with auditing standards generally accepted in the United States of America, the
basic financial statements of the City of Millersburg, Oregon (the City) as of and for the year ended June 30, 2020,
and have issued our report thereon dated December 2, 2020.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City’s financial statements are free of material
misstatement, we performed tests of its 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, 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:

= Deposit of public funds with financial institutions (ORS Chapter 295).

= Indebtedness limitations, restrictions and repayment.

= Budgets legally required (ORS Chapter 294).

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

= Programs funded from outside sources.

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

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

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

= Accountability for collecting or receiving money by elected officials - no money was collected or

received by elected officials.

In connection with our testing nothing came to our attention that caused us to believe the City 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.
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Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City's internal control over
financial reporting to determine the audit procedures that are appropriate in the circumstances for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the City's internal control. Accordingly, we do not express an opinion on the effectiveness of the
City's internal control.

Restriction on Use
This report is intended solely for the information and use of the City Council and management of the City of

Millersburg, Oregon and the Oregon Secretary of State and is not intended to be and should not be used by anyone
other than these parties.

GROVE, MUELLER & SWANK, P.C.
CERTIFIED PUBLIC ACCOUNTANTS

By: W

Ryan T. Pasquarella, A Shareholder
December 2, 2020
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