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INDEPENDENT AUDITOR'S REPORT 

Honorable Mayor and Members 
of the City Council 
City of Reedsport 
Reedsport, Oregon 

Report on the Financial Statements 

I have audited the accompanying financial statements of the governmental activities, the business­
type activities, each major fund, and the aggregate remaining fund information of City of Reedsport, · 
as of and for the year ended June 30, 2018, 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 accounting principles generally accepted in the United States of America; this· 
includes the design, implementation, and maintenance of internal control relevant to the preparation 
and fair presentation of financial statements that are free from material misstatement, whether due 
to fraud or error. 

Auditor's Responsibility 

My responsibility is to express opinions on these financial statements based on my audit. I conducted· 
my audit in accordance with auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards, issued 
by the Comptroller General of the United States. Those standards require that I 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 consider.s internal control relevant to the entity'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 entity's internal control. Accordingly, I 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. 

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for 
my audit opinions. 

Opinions 

In my opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities, the business-type activities, each major 
fund, and the aggregate remaining fund information of the City of Reedsport, as of June 30, 2018, 
and the respective changes in financial position, and, where applicable, cash flows thereof for the 
year then ended in accordance with accounting principles generally accepted in the United States of. 
America. 

Emphasis of Matter 

The City adopted the provisions of GASB Statement No. 75 Accounting and Financial Reporting for 
Postemployment Benefits Other Than Pensions (Note 4, I) for the year June 30, 2018. My opinion is 
not modified with respect to this matter. 



Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the management's discussion 
and analysis, PERS schedules and notes, and major fund budget and actual schedules be presented to supplement 
the basic financial statements. Such information, although not a part of the basic financial statements, is required 
by the Government Accounting Standards Board, who considers it to be an essential part of financial reporting for 
placing the basic financial statements in an appropriate operational, economic, or historical context. I have applied 
certain limited procedures to the management's discussion and analysis information, and PERS schedules and 
notes in accordance with auditing standards generally accepted in the United States of America, which consisted 
of inquiries of management about the methods of preparing the information and comparing the information for 
consistency with management's responses to my inquiries, the basic financial statements, and other knowledge I 
obtained during my audit of the basic financial statements. I do not express an opinion or provide any assurance 
on the management's discussion and analysis, and PERS schedule and notes because the limited procedures do 
not provide me with sufficient evidence to express an opinion or provide any assurance. 

The major fund budget and actual schedules are the responsibility �f management and were derived from and 
related directly to the underlying accounting and other records used to prepare the basic financial statements. Such 
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 statement 
themselves, and other additional procedures in accordance with auditing standards generally accepted in the United 
States of America. In my opinion, the major fund budget and actual schedules are fairly stated in all material 
respects in relation to the basic financial statements as a whole. 

Other Supplemental Information 

My audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise 
the City of Reedsport's basic financial statements. The combining statements, individual budget and actual 
schedules, and the reconciliation of budgetary schedules, as listed in the table of contents, are presented for 
purposes of additional analysis and are not a required part of the basic financial statements. This supplementary 
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 my opinion, the combining statements, budget and actual schedules, and the reconciliation of 
budgetary schedules, are fairly stated in all material respects in relation to the basic financial statements taken as 
a whole. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, I have also issued my report dated September 13, 2019, on 
my consideration of the City of Reedsport's internal control over financial reporting and on my tests of its compliance 
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that 
report is to describe the scope of my testing of internal control over financial reporting and compliance and the 
results of that testing, and not to provide an opinion on internal control over financial reporting or on compliance. 
That report is an integral part of an audit performed in accordance with Government Auditing Standards in 
considering the City of Reedsport's internal control over financial reporting and compliance. 

Other Reporting Required by Oregon State Regulations 

In accordance with the Minimum Standards Audit of Oregon Municipal Corporations, I have issued my report dated 
September 13, 2019 on my consideration of City of Reedsport's compliance with certain 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 sc testing of compliance and the results of that testing and not to provide an. 
opinion on comn.w· ��� 

SI 
Certifi ........ '"'-M.����· ... 

Newport, Oregon 
September 13, 2019 



Management's Discussion and Analysis 

As management of City of Reedsport ("the City"), we offer readers of the City's financial statements this 
narrative overview and analysis of the financial activities of the City for the fiscal year ended June 30, 
2018 (FY18). 

Financial Highlights 

• At the close of FY18, the assets of the City exceeded its liabilities by $22.8 million (net position); of
this amount, $5.25 million (unrestricted net position) may be used to meet the government's ongoing
obligation to citizens and creditors.

• The City's total net position increased by $891 thousand. The net position increase is mostly
attributable to a decrease in liabilities in business-type activities.

• As of the close of FY18, the City's governmental funds reported a combined ending fund balance of
$6.48 million, an increase of $4 72 thousand in comparison to the previous year. Approximately $1.15
million of this total is available for spending at the government's discretion (unrestricted fund
balance).

• At the end of the current fiscal year, the unrestricted fund balance of the Combined General Fund
was $1.2 million, or 44 percent of total general fund expenditures.

• The City's total debt decreased by $684 thousand during the current fiscal year. The major portion of
the decrease is due to annual repayment of utility debts and PERS pension liabilities.

Overview of the Financial Statements 

This discussion and analysis is intended to serve as an introduction to the City's basic financial 
statements. These statements comprise three components: 1) government-wide financial statements, 2) 
fund financial statements and 3) notes to the financial statements. In addition to the basic financial 
statements, this report also contains other supplementary information. 

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

The statement of net position presents information on all of the City's assets and liabilities, with the 
difference between the two reported as net position. Over time, increases or decreases in ne.t position 
may serve as a useful indicator of whether the financial position of the City is improving or deteriorating. 

The statement of activities presents information showing how the government's net position changed 
during the most recent fiscal year. All changes in net position are reported as soon as the underlying 
event giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues 
and expenses are reported in this statement for some items that will only result in cash flows in future 
fiscal periods (for example, uncollected taxes and earned, but unused, time off). 

Both of the government-wide financial statements distinguish functions of the City that are principally 
supported by taxes and intergovernmental revenues (governmental activities) from other functions that 
are intended to recover all or a significant portion of their cost through user fees and charges (business­
type activities). The governmental activities of the City include general government, public safety, 
highways and streets, and culture and recreation. Business-type activities of the City include water, 
wastewater, stormwater, and building rental services. 

Fund financial statements. 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 of the funds of the City can be divided into three categories: governmental funds, 
proprietary funds and fiduciary funds. 







Governmental Activities. Governmental activities increased the City's net position as follows: 

Statement of Activities 

Revenues 
Program revenues: 

Charges for seNces $ 

Operating grants/contributions 

Capital grants and contributior 

General revenues: 

Property taxes 

Other taxes 

Other revenue 

Investment income 

Total revenues 

Expenses 
General government 

Public safety 

Highways and streets 

Culture and recreation 

Water 

Wastewater 

Stormwater 

Dunes NRA lease 

Total expenses 

Change in net position 

Transfers 

Change in net position 

Beginning net position 

Ending net position $ 

Governmental 

Acti\Aties 

Re\Ased 

2018 2017 

648 

161 

1,036 

1,446 

949 

276 

38 

4,554 

1,490 

1,634 

201 

543 

3,869 

686 

(214) 

472 

6,010 

$ 389 

85 

525 

1,431 

937 

178 

27 

3,572 

983 

1,528 

215 

603 

3,329 

243 

(21) 

222 

5,788 

6,482 $ 6,010 
-----

Financial Analysis of the Government's Funds 

Business-type 

Acti"1ties 

2018 2017 

$ 2,869 

199 

79 

3,147 

968 

1,748 

149 

77 

2,942 

205 

214 

419 

15,913 

$ 2,933 

215 

58 

3,206 

1,094 

1,499 

110 

81 

2,785 

422 

21 

443 

15,470 

$16,332 $15,913 

Total 

Re\Ased 

2018 2017 

$ 3,517 

161 

1,235 

1,446 

949 

276 

117 

7,701 

1,490 

1,634 

201 

543 

968 

1,748 

149 

77 

6,810 

891 

891 

21,923 

$ 3,322 

300 

525 

1,431 

937 

178 

85 

6,778 

983 

1,528 

215 

603 

1,094 

1,499 

110 

81 

6,114 

664 

664 

21,258 

$ 22,814 $ 21,923 

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 on near-term 
inflows, outflows and balances of spendable resources. Such information is useful in assessing the City's 
financing requirements. In particular, unrestricted fund balance may serve as a useful measure of a 
government's net resources available for spending at the end of the fiscal year. 

IV 



As of the end of the current fiscal year, the City's governmental funds reported combined ending fund 
balances of $6.4 million, an increase of $412 thousand in comparison with the prior year. Approximately 
$1.5 million of the total amount constitutes unrestricted fund balance, which is available for spending at 
the government's discretion. The remainder of fund balance is restricted, indicating that it is not available 
for new spending. 

The General Fund is the chief operating fund of the City. At the end of the current fiscal year, total 
conbined fund balance reached $1.12 million, all of which is unrestricted. 

The fund balance of the City's Combined General Fund decreased by $134 thousand during the current 
fiscal year. There was reduction of expenditures for personnel, materials & services, and unfilled 
personnel positions. Revenue came in slightly over budget, yet at the end of the year there was a loss. 

General Fund Budgetary Highlights 

Differences between the original budget and final budget were relatively minor and are mostly attributable 
to changes in personnel, an IGA with a local service district and debt retirement in the water utility. Staff 
maintains a conservative approach for expending funds. 

Capital Assets and Debt Administration 

Capital Assets. The City's investment in capital assets for its governmental and business type activities 
as of June 30, 2018 amounts to $25.6 thousand (net of accumulated depreciation). This investment in 
capital assets includes land, buildings and systems, improvements, machinery and equipment, systems, 
park facilities, roads, bridges, culverts and wastewater treatment plant construction. 

Major capital asset events during the current fiscal year included the replacement of a major section of 
Bowman Road, levee gate upgrade, replacement assets for Police station console, fire salvage truck, 
library renovation project, the on-going levee certification process and other projects necessary for the 
day to day operations of the City. 

City of Reedsport's Capital Assets (Net of Depreciation), in thousands 

Governmental Business 

Activity Activity Total 
, 

2018 
, 

2017 
, 

2018 
, 

2017 
,. 

2018 
, 

2017 

Land $ 811 $ 824 $ 113 $ 113 $ 924 $ 937 

Construction in progress 390 1,236 1,036 1,002 1,426 2,238 

Buildings 813 746 317 288 1,130 1,034 

Machinery and equipment 864 941 110 205 974 1,146 

Infrastructure/Systems 773 898 20,415 20,396 21,188 21,294 

Total $ 3,651 $ 4,645 $ 21,991 $ 22,004 $ 25,642 $ 26,649 

Long-term liabilities 
City of Reedsport's Long-term liabilities, in thousands 

Governmental Business 

Acti"1ty Acti"1ty Total 
, 

2018 
, 

2017 
, 

2018 
, 

2017 
, 

2018 
,, 

2017 

Loans payable $ $ $ 1,876 $ 1,948 $ 1,876 $ 1,948 

Compensated 0 

absences 105 104 66 60 171 164 

Revenue bonds 0 0 8,974 9,417 8,974 9,417 

Subtotal 105 104 10,916 11,425 11,021 11,529 

PERS 1,050 1,182 354 398 1,404 1,580 

Total $ 1,155 $ 1,286 $ 11,270 $ 11,823 $ 12,425 $ 13,109 

V 





CITY OF REEDSPORT, OREGON 

STATEMENT OF NET POSITION 

as of June 30, 2018 

Governmental Business-Type 

Activities Activities Total 

ASSETS 

Cash & cash equivalents $ 1,823,769 $ 4,915,101 $ 6,738,870 
Investments 509,537 509,537 1,019,074 
Receivables 

Taxes 156,813 156,813 
Accounts 285,086 297,077 582,163 
Intergovernmental 438,349 48,137 486,486 

Notes 20,862 20,862 
Inventories 33,580 89,588 123,168 

Total current assets 3,267,996 5,859,440 9,127,436 

Capital Assets 

Capital assets not being depreciated 2,060,889 1,114,653 3,175,542 
Depreciable capital assets, net of acc. Dep. 2,583,716 20,889,311 23,473,027 

Total capital assets 4,644,605 22,003,964 26,648,569 

Total assets 7,912,601 27,863,404 35,776,005 

Deferred outflows of rescources 

Pension related outflows 403,581 135,095 538,676 

Total assets and deferred outflows 8,316,182 27,998,499 36,314,681 

LIABILITIES 

Accounts payable 446,252 143,472 589,724 

Payroll and related accruals 107,656 107,656 

Accrued interest payable - payable from restricted 104,756 104,756 

Unearned revenue 28,318 28,318 

Unforfeited bail 15,304 15,304 

Deposits payable 86,335 86,335 

Compensated absences 61,365 38,930 100,295 

Notes payable - payable from restricted 74,339 74,339 

Bonds payable - payable from restricted 346,127 346,127 

Total current liabilities 630,577 822,277 1,452,854 

Noncurrent liablities 

Notes payable - net of current 1,801,702 1,801,702 

Bonds payable - net of current 8,627,757 8,627,757 

Compensated absences - net of current 43,533 27,262 70,795 

Net pension liability 1,050,584 354,504 1,405,088 

Total noncurrent liabilities 1,094,117 10,811,225 11,905,342 

Total liabilities 1,724,694 11,633,502 13,358,196 

Deferred inflows of resources 

Pension related inflows 109,657 32,888 142,545 

Total liabilities an deferred inflows 1,834,351 11,666,390 13,500,741 

NET POSITION

Net invested in capital assets 4,644,605 11,342,177 15,986,782 

Restricted - capital projects 280,200 369,469 649,669 

Restricted - debt service 929,574 929,574 

Unrestricted 1,557,026 3,690,889 5,247,915 

Total net position $ 6,481,831 $ 16,332,109 $ 22,813,941 

The notes to the financial statements are an integral part of this statements 
-3-













City of Reedsport, OREGON 

STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS 

for the Year Ended June 30, 2018 

Wastewater Stormwater 
Water Utility Utility Dunes NRA 
Fund Fund Fund Lease Fund Totals 

CASH FLOWS FROM OPERATING ACTIVITIES 

Cash receipts from customers and users $ 722,005 $ 1,884,875 $ 69,309 $ 95,978 $ 2,772,167 
Cash payments to suppliers (504,247) (350,157) (187,371) (11,997) (1,053,772) 
Cash payments to employees {267,303} {333

1
899) (14

1
438) {32

1
099) {647s139) 

Net cash provided (used) by operating activities (49,545) 1,200,819 (132,500) 51,882 1,070,656 

CASH FLOWS FROM NONCAPITAL FINANCING 
ACTIVITIES 

Transfers from other funds 178,756 1,059,160 406,150 0 1,644,066 
Transfers to other funds (229,906) (1,153,410} (41,850) (4,700) (1,429,866) 

Net cash provided (used) by noncapital financing act. 
(51,150) (94,250) 364,300 (4,700) 214,200 

CASH FLOWS FROM CAPITAL AND RELATED

FINANCING ACTIVITIES 

Capital grant 105,554 0 94,084 0 199,638 
Investment in time CD (1,370) (1,371) 0 0 (2,741) 
Acquisition and construction of capital assets (797,921) (35,600) (246,140) (79,780) (1,159,441) 

Principal paid on debt 0 (507,657) (7,410) 0 (515,067) 
Interest expense 0 (279,962} (1,443) 0 (281.405) 

Net cash provided (used) by capital 

and related financing activities 
(693,737) (824,590) (160,909) (79,780) (1,759,016) 

CASH FLOWS FROM INVESTING ACTIVITIES 

Interest income 18
1
328 55A21 4

1
220 U25 79,094 

Net increase (decrease) in cash and cash equivalents (776,104) 337,400 75,111 (31,473) (395,066) 

Cash & cash equivalents - Beginning of year 1,5821
708 3

1
3631

885 249,060 114,515 5,310,168 

(including restricted cash $1,288,917) 

Cash & cash equivalents - End of year $ 806,604 $ 3,701,285 $ 324,171 $ 83,042 $ 4,915,101 

(including restricted cash $1,496,693) 

Reconciliation of operating income to net cash 

provided (used) by operating activities 

Operating income (loss) $ 15,686 $ 418,465 $ (75,253) $ 19,536 $ 378,434 
Adjustments to reconcile operating income (loss) to net 

cash provided (used) in operating activities 

Depreciation 186,345 731,395 11,089 30,124 958,953 
(Increase) decrease in operating assets 

Accounts receivable (50,995) (10,759) (796) 0 (62,550) 

Net pension assets & deferrals 28,208 23,562 1,754 2,092 55,616 
Inventories 671 0 0 0 671 

Increase (decrease) in operating liabilities 

Accounts payable (232,856) 30,299 (69,443) (228) (272,228)

Accrued liabilities 0 0 21 0 21 
Compensated absences 4,079 1,000 (62) 358 5,375 

Deposit payable (683) 0 190 0 (493) 

Deferred revenue 0 6,857 0 0 6,857 

Net cash provided (used) by operating activities $ (49,545) $ 1,200,819 $ {132,500) $ 51,882 $ 1,070,656 

The notes to the financial statements are an integral part of this statement. 
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CITY OF REEDSPORT 

OREGON 

Proprietary Funds - Major Funds 



City of Reedsport, OREGON 

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND 
BALANCE - BUDGET AND ACTUAL for the Year Ended June 30, 2018 

WATER UTILITY FUND 

Original 
Budget Final Budget Actual Variance 

REVENUES 

Charges for services $ 773,000 $ 773,000 $ 751,778 $ (21,222) 
Investment earnings 2,550 2,550 4,721 2,171 
Other revenue 8

1
050 8,050 42,336 34,286 

Total revenues 783,600 783,600 798,835 15,235 

EXPENDITURES 

Personnel services 337,350 277,520 263,224 14,296 

Materials and services 307,700 367,530 281,019 86,511 

Capital outlay 8,030 8,030 0 8,030. 

Contingency 13,130 13,130 0 13,130 

Total expenditures 666,210 666,210 544,243 121,967 

Excess(deijof revenues 
over expenditures 117,390 117,390 254,592 137,202 

OTHER FINANCING SOURCES 
(USES) 

Transfers in 6,260 6,260 6,256 4 

Transfers out (223,650) (223,650) (223,650) 0 

Total other financing sources (uses) (217,390) (217,390) (217,394) 4 

Excess(deijof revenues 
over expenditures and transfers (100,000) (100,000) 37,198 137,198 

FUND BALANCE - Beg. of year (Budget 100,000 100,000 170,723 70,723 
basis) 

FUND BALANCE - End of year (Budget $ 0 $ 0 207,921 $ 207,921 
basis) 

GAAP Adjustments - Reconciled to June 2017 5,181,341 

Capital asset activity 
Captital asset acquisition 797,921 

Capital asset disposition (189,297) 

Depreciation (186,345) 

Pension activity, net (28,208) 

FUND BALANCE - End of Year $ 5,783,333 
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City of Reedsport, OREGON 

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND 

BALANCE - BUDGET AND ACTUAL for the Year Ended June 30, 2018 

STORMWATER UTILITY FUND 

Original and 

Final Budget Actual Variance 

REVENUES 

Charges for services $ 72,000 $ 70,105 $ (1,895) 

Interest earnings 450 1,070 620 

Miscellaneous 150 3,029 2,879 

Total revenues 72,600 74,204 1,605 

EXPENDITURES 

Personnel services 19,845 18,438 1,407 

Materials and services 43,955 32,180 11,775 

Capital outlay 20,000 2,200 17,800 

Contingency 1,950 0 1,950 

Total expenditures 85,750 52,818 32,932 

Excess (def) of revenues over expenditures (13,150) 21,386 (34,536) 

OTHER FINANCING SOURCES (USES) 

Transfers in/out (41,850) (41,850) 0 

Excess (def) of revenues 

over expenditures and transfers (55,000) (20,464) 34,536 

FUND BALANCE - Beg. of year (Budget basis) 55,000 62,135 7,135 

FUND BALANCE - End of year (Budget basis) $ 0 41,671 $ 41,671 

GAAP Adjustments - Reconciled to June 2017 939,817 

Capital asset activity 

Additions 246,140 

Depreciation (11,089) 

Long-term debt acticity 

Principal payments 7,410 

Interest accrued (19) 

Pension activity, net (1,754) 

FUND BALANCE - End of Year $ 1,222,176 
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