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GROVE, MUELLER & SWANK, P.C.

CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS
475 Cottage Street NE, Suite 200 o Salem, Oregon 97301

(503) 581-7788

INDEPENDENT AUDITOR’S REPORT

The Honorable Mayor and Members of the City Council
City of Lafayette, Oregon

We have audited the accompanying modified cash basis financial statements of the governmental
activities, the business-type activities, each major fund and the aggregate remaining fund information of
the City of Lafayette, Oregon, as of June 30, 2005, and for the year then ended, which collectively
comprise the City’s basic financial statements as listed in the table of contents. These financial statements
are the responsibility of the City’s management. Our responsibility is to express an opinion on these
financial statements based on our audit.

Except as described below, 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 of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinion.

As described in the summary of significant accounting policies of the notes to the financial statements, the
City prepares its financial statements on a prescribed basis of accounting that demonstrates compliance
with the modified cash basis and budget laws of the State of Oregon, which is a comprehensive basis of
accounting other than accounting principles generally accepted in the United States of America.

In our opinion, except for the matters discussed below, 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 fund information of the City of Lafayette,
Oregon, as of June 30, 2005, and the respective changes in financial position — modified cash basis
thereof for the year then ended, in conformity with the basis of accounting described in the summary of
significant accounting policies in the notes to the financial statements.

The City does not maintain historical cost and depreciation records for capital assets. We were unable to
apply alternative procedures to satisfy ourselves regarding the historical cost and depreciation of capital
assets. Consequently the scope of our work was not sufficient to enable us to express, and we do not
express, an opinion on the capital assets.



The required supplementary information is not a required part of the basic financial statements, but is
supplementary information required by accounting standards generally accepted in the United States of
America. We have applied certain limited procedures that consisted principally of inquiries of
management regarding the methods of measurement and presentation of the supplementary information.
However, we did not audit the information and express no opinion on it.

Accounting standards generally accepted in the United States of America require that financial statements
include Management’s Discussion and Analysis as supplemental information. Management has not
presented the required Management’s Discussion and Analysis.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as
a whole. The other supplementary information is presented for purposes of additional analysis and is not
a required part of the basic financial statements of City of Lafayette, Oregon. Such information has been
subjected to the auditing procedures applied in the audit of the financial statements and, in our opinion, is
fairly presented in all material respects in relation to the financial statements taken as a whole, on the
basis of accounting described in the notes to the financial statements.

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

By

Charles A. Swank, A Shareholder
November 9, 2005



CITY OF LAFAYETTE, OREGON

STATEMENT OF NET ASSETS (MODIFIED CASH BASIS)

JUNE 30, 2005
Governmental Business-type
Activities Activities Totals
ASSETS
Cash and investments $ 787,401 1,049,368 1,836,769
Cash with fiscal agent - 4,372,095 4,372,095
Property taxes receivable 19,988 - 19,988
Capital assets 871,696 7,181,813 8,053,509
Total Assets 1,679,085 12,603,276 14,282,361
LIABILITIES
Deferred revenue 19,989 - 19,989
Noncurrent liabilities:
Due within one year:
Loan payable 87,930 - 87,930
Bonds payable - 330,738 330,738
Due in more than one year:
Loan payable 49,232 - 49,232
Bonds payable - 7,886,128 7,886,128
Total Liabilities 157,151 8,216,866 8,374,017
NET ASSETS
Investment in capital assets (net of related debt) 734,534 3,337,042 4,071,576
Fund net assets
Reserved for special purposes 132,427 144,098 276,525
Unrestricted 654,973 905,270 1,560,243
Total Fund Net Assets 787,400 1,049,368 1,836,768
Total Net Assets ) 1,521,934 4,386,410 5,908,344

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



CITY OF LAFAYETTE, OREGON

STATEMENT OF ACTIVITIES (MODIFIED CASH BASIS)

YEAR ENDED JUNE 30, 2005

Functions/Programs
Governmental activities:
General government
Court and police
Community services and development
Fire
Parks
Streets
Interest on long-term debt

Total Govermental Activities

Business-Type Activities:
Water
Sewer

Total Business-Type Activities

Total Activities

General Receipts:
Property taxes
Licenses and permits
Intergovernmental
Bond proceeds
Loan proceeds
Miscellaneous

Total General Receipts
Transfers

Change in fund net assets
Fund net assets, July 1, 2004

Fund net assets, June 30, 2005

Program Receipts
Fees,
Fines, and Operating
Charges for Grants and
Disbursements Services Contributions
$ 162,263 - $ 6,071
78,551 5,533 14,418
184,531 145,531 -
88,724 - -
7,863 - -
61,661 - 146,616
10,993 - -
594,586 151,064 167,105
667,749 576,710 -
947,807 558,400 -
1,615,556 1,135,110 -
$ 2,210,142 1,286,174 $ 167,105




Net (Disbursements) Receipts and
Changes in Fund Net Assets

Governmental Business-type
Activities Activities Totals

(156,192) - (156,192)
(58,600) - (58,600)
(39,000) - {39,000)
(88,724) - (88,724)
16,491 - 16,491
92,240 - 92,240
(10,993) - (10,993)
(244,778) - (244,778)
- (9,800) (9,800)
- (147,274) (147,274)
- (157,074) (157,074)
(244,778) (157,074) (401,852)
294,699 - 294,699
81,350 - 81,350
49,868 - 49,868

- 264,772 264,772

- 16,407 16,407
34,981 18,016 52,997
460,898 299,195 760,093

(6,300) 6,300 -

209,820 148,421 358,241
577,580 900,947 1,478,527
787,400 1,049,368 1,836,768

The accompanying notes are an integral part of the financial statements
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CITY OF LAFAYETTE, OREGON
STATEMENT OF ASSETS AND LIABILITIES (MODIFIED CASH BASIS) - GOVERNMENTAL FUNDS
JUNE 30, 2005

Refundable/
General Streets Pass-through
ASSETS
Cash and investments $ 320,616 $ 84,402 § 187,409
Property taxes receivable 19,417 - -
Total Assets $ 340,033 § 84,402  § 187,409
LIABILITIES AND
FUND BALANCES
Liabilities
Deferred revenue $ 19,989 § - h) -
Fund Balances
Unreserved, reported in:
General fund 320,044 - -
Special revenue funds - 84,402 187,409
Total Fund Balances 320,044 84,402 187,409

Total Liabilities and

Fund Balances $ 340,033 § 84,402 $ 187,409



Other
Governmental
Funds Totals

$ 195,545  § 787,972
- 19,417

$ 195,545  § 807,389

$ -8 19,989
- 320,044
195,545 467,356

2

195,545 787,400

b 195,545  § 807,389

The accompanying notes are an integral part of the financial statements.
-7-



CITY OF LAFAYETTE, OREGON

STATEMENT OF RECEIPTS, DISBURSEMENTS AND CHANGES IN FUND BALANCES

(MODIFIED CASH BASIS) - GOVERNMENTAL FUNDS

YEAR ENDED JUNE 30, 2005

RECEIPTS
Taxes and assessments
Licenses and permits
Charges for services
Intergovernmental
Fines and forfeitures
Miscellaneous

Total Receipts

DISBURSEMENTS

Current operating:
General government
Court and police
Community services and development
Fire
Parks
Streets

Capital outlay

Debt service

Total Disbursements

RECEIPTS OVER (UNDER)
DISBURSEMENTS

OTHER FINANCING SOURCES (USES)

Transfers in
Transfers out

Total Other Financing Sources (Uses)
NET CHANGE IN FUND BALANCES
FUND BALANCES, Beginning of year

FUND BALANCES, End of year

Refundable/
General Streets Pass-through
294,699 § - $ -
150,874 - 50,174
- - 12,543
70,357 146,616 -
5,533 - -
9,741 1,042 7,138
531,204 147,658 69,855
148,620 - -
78,551 - -
68,553 - 115,978
68,015 - -
7,863 - -

- 61,661 -
4,385 - -
375,987 61,661 115,978
155,217 85,997 (46,123)
2,941 - -

(56,102) (60,000) -
(53,161) (60,000) -
102,056 25,997 (46,123)
217,988 58,405 233,532
320,044 § 84,402 § 187,409




Other

Governmental
Funds Totals

$ - $ 294,699
- 201,048

44 855 57,398

- 216,973

- 5,533
17,134 35,055
61,989 810,706
11,350 159,970

- 78,551

- 184,531

- 68,015

- 7,863

- 61,661
18,282 22,667
11,328 11,328
40,960 594,586
21,029 216,120
109,802 112,743
(2,941) (119,043)
106,861 (6,300)
127,890 209,820
67,655 577,580

$ 195,545 $ 787,400

The accompanying notes are an integral part of the financial statements.
-8-



CITY OF LAFAYETTE, OREGON
STATEMENT OF ASSETS AND LIABILITIES (MODIFIED CASH BASIS) - PROPRIETARY FUNDS
JUNE 30, 2005

Sewer Sewer
SDC Capital
Sewer Projects Projects
ASSETS
Cash and investments $ 303,855  § 79,179 $ 12,561
Total Assets $ 303,855 § 79,179 § 12,561
LIABILITIES AND FUND BALANCES
Liabilities $ - $ - $ -
Fund Balances
Unreserved 303,855 79,179 12,561
Total Fund Balances 303,855 79,179 12,561
Total Liabilities and Fund Balances $ 303,855  § 79,179  §$ 12,561




Water Water Water
Sewer SDC Capital Debt
Debt Water Projects Projects Service Totals
24,188 242,431 52,358 § 5,099 329,697 1,049,368
24,188 242,431 52,358  § 5,099 329,697 1,049,368
- - - $ - - -
24,188 242,431 52,358 5,099 329,697 1,049,368
24,188 242,431 52,358 5,099 329,697 1,049,368
24,188 242,431 52,358  § 5,099 329,697 1,049,368

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

STATEMENT OF RECEIPTS, DISBURSEMENTS AND CHANGES IN FUND BALANCES

(MODIFIED CASH BASIS) - PROPRIETARY FUNDS
YEAR ENDED JUNE 30, 2005

RECEIPTS
Licenses and permits
Charges for services
Intergovernmental
Miscellaneous

Total Receipts

DISBURSEMENTS
Personnel services
Materials and services
Capital outlay
Debt service

Total Disbursements

RECEIPTS OVER (UNDER)
DISBURSEMENTS

OTHER FINANCING SOURCES (USES)
Bond proceeds
Loan proceeds

Transfers 1n
Transfers out

Total Other Financing Sources (Uses)
NET CHANGE IN FUND BALANCES
FUND BALANCES (DEFICITS), Beginning of year

FUND BALANCES, End of year

Sewer Sewer

SDC Capital

Sewer Projects Projects
- 3 195,563 $ 3,135

557,882 - -
- - 43,435

3,987 1,145 (28)

561,869 196,708 46,542

151,202 - -
53,568 1,437 2,339
302 - 297,649
205,072 1,437 299,988

356,797 195,271 (253,446)

R - 264,772

- 10,000 -

(187,000) (235,000) -
(187,000) (225,000) 264,772
169,797 (29,729) 11,326
134,058 108,908 1,235
303,855 § 79,179 § 12,561




Sewer Water Water Water
Debt SDC Capital Debt
Service Water Projects Projects Service Totals

- - $ 75,570 5669 % - $ 279,937
- 570,349 - - - 1,128,231
- - - - - 43,435
938 9,643 508 1,281 7,421 24,895
938 579,992 76,078 6,950 7,421 1,476,498
- 143,555 - - - 294,757
- 84,948 - - - 142,292
- 21,522 - 114,434 - 433,907
441,310 - - 400 302,890 744,600
441,310 250,025 - 114,834 302,890 1,615,556

(440,372) 329,967 76,078 (107,884) (295,469) (139,058)
- - - - - 264,772
- - - 16,407 - 16,407
422,300 - - - 343,510 775,810

- (264,000) (83,510) - - (769,510)
422300 (264,000) (83,510) 16,407 343,510 287,479
(18,072) 65,967 (7,432) 91,477) 48,041 148,421
42,260 176,464 59,790 96,576 281,656 900,947
24,188 242431  § 52,358 5099 § 329697 $ 1,049,368

The accompanying notes are an integral part of the financial statements.
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CITY OF LAFAYETTE, OREGON
NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Lafayette, Oregon is governed by an elected mayor and six council members who comprise the City
Council. The City Council exercises supervisory responsibilities over the City operations, but day-to-day
management control is the responsibility of the city administrator. All significant activities and organizations for
which the City is financially accountable are included in the financial statements.

There are certain governmental agencies and various service districts which provide services within the City. These
agencies have independently elected governing boards and the City is not financially accountable for these
organizations. Therefore, financial information for these agencies is not included in the accompanying basic
financial statements.

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 Assets (Modified Cash Basis) and
the Statement of Activities (Modified Cash Basis).

The Statement of Activities (Modified Cash Basis) demonstrates the degree to which the direct disbursements of
a given function or segment are offset by program receipts. Direct disbursements are those that are clearly
identifiable with a specific function or segment. Program receipts 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 receipts.

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, special revenue, debt service and proprietary type funds. Major individual
governmental funds, major individual special revenue funds, and major individual enterprise funds are reported as
separate columns in the fund financial statements. Non-major funds are consolidated into a single column within
each fund type in the financial section of the basic financial statements and are detailed in the supplemental
information.

The financial transactions of the City are recorded in individual funds. Each fund is accounted for by providing a

separate set of self-balancing accounts that comprises its assets, liabilities, reserves, fund equity, receipts and
disbursements. The various funds are reported by generic classification within the financial statements.

-11-



CITY OF LAFAYETTE, OREGON
NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
YEAR ENDED JUNE 30, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basic Financial Statements (Continued)

The City reports the following major governmental funds:
General Fund
This is the City’s primary operating fund. It accounts for all the financial operations of the City except those
required to be accounted for in another fund. Principal sources of revenue are property taxes, licenses and
permits, and state shared revenues. Primary expenditures are for general government, police protection, and
culture and recreation.

Streets Fund

Gas tax apportionments received from the State are recorded in this fund. Disbursements are for construction
and maintenance of public streets and street lighting.

Refundable Deposits/Pass-through Fees Fund
This fund accounts for refundable deposits and pass through fees.
The following governmental funds are considered nonmajor.
Street SDC Projects Fund
This fund accounts for revenues from SDC charges which are designated for the construction of streets.
Park SDC Projects Fund |
This fund accounts for revenues from SDC charges which are designated from the construction of parks.
LCAT Fund

This fund accounts for the receipt and disbursement of funds designated for youth or other community
programs.

Heritage Days Fund
This fund accounts for receipts and disbursements related to the annual Heritage Days celebration.
City Hall Building Fund

This fund accounts for funds set aside for City Hall building and repairs.

_12-



CITY OF LAFAYETTE, OREGON
NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
YEAR ENDED JUNE 30, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basic Financial Statements (Continued)

Community Center Fund

This fund accounts for Community Center operations.

Street Capital Projects Fund

This fund accounts for funds used for street-related capital projects.

Fire Capital Projects Fund

This fund accounts for funds used for fire-related capital projects.

Reimbursement Districts Fund

This fund is used to track development fees received by the City which are required to be paid to developers.
The City reports each of its proprietary funds as major funds. These funds are used to account for the acquisition,
operation, and maintenance of the sewer and water systems. These funds are entirely or predominantly self-
supported through user charges to customers. The City reports the following proprietary funds:

Sewer Fund

This fund accounts for the operation of the City’s sewer system.

Sewer SDC Projects Fund

This fund accounts for the collection and use of the improvement fee portion of sewer system development
charge revenue.

Sewer Capital Projects Fund

This fund accounts for sewer-related capital projects.

Sewer Debt Service Fund

This fund was established during the 2003-04 fiscal year to set aside money as a debt service reserve.
Water Fund

This fund accounts for the operation of the City’s water system.

Water SDC Projects Fund

This fund accounts for the collection and use of the improvement fee portion of water system development
charge revenue.

- 13-



CITY OF LAFAYETTE, OREGON
NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
YEAR ENDED JUNE 30, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Basic Financial Statements (Continued)
Water Debt Service Fund
This fund was established during the 2002-03 fiscal year to set aside money as a debt service reserve.
Water Capital Projects Fund
This fund accounts for water-related capital projects.
Measurement Focus and Basis of Accounting

Accounting principles generally accepted in the United States of America, as promulgated by the Governmental
Accounting Standards Board, define principles that should be used to report financial transactions. The
government-wide and proprietary fund financial statements are reported using the economic resources and accrual
basis of accounting. Under the accrual basis of accounting revenues are recorded when eamed and expenses are
recorded when the liability is incurred. The governmental fund financial statements are reported using the
modified accrual basis of accounting. Under the modified accrual basis of accounting revenues are recorded
when they become both measurable and available, while expenditures are recorded when the related liability is
incurred.

The City’s policy is to prepare its financial statements on the basis of modified cash receipts and disbursements.
Consequently, certain receipts and the related assets are recognized when received rather than when eamed, and
certain disbursements and purchases of assets are recognized when cash is disbursed rather than when the
obligation is incurred. Also, assets that are measurable, but not yet collected are recorded on the City’s statement
of assets and liabilities as an asset and deferred revenue. Capital assets and the related debt obligations are
recorded. Depreciation is not recorded on capital assets. 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
294.445), which leaves the selection of the method of accounting to the discretion of the municipal corporation.

Cash and Investments

The City maintains cash and investments in a common pool that is available for use by all funds. Each fund
type’s portion of this pool is displayed on the statement of net assets as cash and investments.

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.

Receivables and Deferred Revenues

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. Uncollected property taxes levied for the current year are recorded as receivable at
year-end. 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.

Property tax receivables are offset by deferred revenue and, accordingly, have not been recorded as revenues.

- 14-



CITY OF LAFAYETTE, OREGON
NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
YEAR ENDED JUNE 30, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Capital Assets

Capital fixed assets (items costing more than $1,000 and lasting more than one year) are valued at estimated
historical cost or actual historical cost. Capital assets are recorded as expenditures in the fund financial
statements. Maintenance and repairs of fixed assets are charged to expenditures as incurred and are not
capitalized. Depreciation is not recorded.

Purchases of public domain capital assets (streets, sidewalks, lighting systems, curbs and gutters and similar
assets) that are immovable and of value only to the City as a governmental unit are reported as expenditures as
incurred and are not capitalized.

Long-term Debt

In the government-wide financial statements, long-term obligations are reported as liabilities in the applicable
governmental activities or business type activities. Bond premiums, discounts, and issuance costs are expensed
as incurred. Repayment of long term debt principal and interest will be made primarily from the City Hall
Building Fund, the Fire Capital Equipment Fund and the Water and Sewer Debt Service Funds.

Accrued Compensated Absences

Accumulated unpaid vacation pay is accrued, but not recorded. Earned but unpaid sick pay is recorded as an
expenditure when paid. The amount payable for accumulated unpaid vacation and earned but unpaid sick pay at
June 30, 2005 was $14,430.

Budgets and Budgetary Accounting

The City adopts the budget on a functions basis (personnel services, materials and services, capital outlay, debt
service and transfers), therefore, cash disbursements of a fund may not legally exceed that fund’s functional
appropriations. The City Council may amend the budget to expend unforeseen receipts by supplemental appro-
priations. 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.

CASH AND INVESTMENTS

Cash and investments are comprised of the following at June 30, 2005:

Carrying Fair
Value Value
Cash
Cash on hand $ 500 $ 500
Deposits with financial institutions 222,860 222,860
Investments
Local Government Investment Pool 1,613,409 1,613,409

$ 1,836,769  § 1,836,769

- 75-



CITY OF LAFAYETTE, OREGON
NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
YEAR ENDED JUNE 30, 2005

CASH AND INVESTMENTS (Continued)
Deposits

At year end, the book balance of the City’s bank deposits (checking accounts) was $222 860 and the bank balance
was $297,590. The difference is due to transactions in process. Deposits are secured by federal deposit insurance
to legal limits. The remaining amount is secured by collateral in accordance with Oregon Revised Statutes.
Oregon statues require each depository, throughout the period of its possession of public funds, to maintain on
deposit securities having a value not less than 25% of the certificates issued by its collateral pool manager.

Investments

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, 2005, the fair value of the position in the Oregon State
Treasurer’s Short-Term Investment Pool was equal to approximately 100% of the value of the pool shares. The
investment in the Oregon Short-Term Fund is not subject to risk evaluation. Separate financial statements for the
Oregon Short-Term Fund are available from the Oregon State Treasurer.

CASH WITH FISCAL AGENT

In October 2000, the City borrowed $5,362,096 from the Oregon Bond Bank. The proceeds are held by the
Oregon Economic and Community Development Department (OECDD) on behalf of the City and are disbursed
as qualifying expenditures are made on the City’s wastewater treatment project. Receipts from OECDD for
reimbursement of qualifying expenditures are reported as loan proceeds in the basic financial statement.
Transactions related to the funds held by OECDD during the year are as follows:

Balance, beginning of year $ 4,537,545
Interest earned 99,321
Disbursements to City (264,771)
Balance, end of year $ 4,372,095
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CITY OF LAFAYETTE, OREGON
NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
YEAR ENDED JUNE 30, 2005

CAPITAL ASSETS

The summary of capital assets activity for the business-type activities for the year ended June 30, 2005 is as
follows:

Balances Balances
. July 1, June 30,
Water Fund 2004 Additions Retirements 2005
Land and improvements $ 173,012 § - & - 8 173,012
Buildings 159,546 - - 159,546
Water and sewer systems 4,473,226 115,151 - 4,588,377
Equipment 116,085 302 - 116,387
4,921,869 115,453 - 5,037,322
Sewer Fund
Land and improvements 51,198 - - 51,198
Buildings 203,920 - - 203,920
Water and sewer systems 1,557,368 287,572 - 1,844,940
Equipment 44,131 302 - 44,433
1,856,617 287,874 - 2,144,491
Total Business-type capital assets $ 6,778,486 § 403,327 § - $ 7,181,813

The changes in the capital assets for governmental activities for the year ended June 30, 2005 are as follows:

Balances Balances
July 1, June 30,
2004 Additions Retirements 2005
Land and improvements $ 235,252  § - § - § 235,252
Buildings 190,244 - - 190,244
Vehicles 309,943 - - 309,943
Equipment 131,873 4,384 - 136,257

i 867,312 § 4384 % - $ 871,696




CITY OF LAFAYETTE, OREGON
NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
YEAR ENDED JUNE 30, 2005

LONG-TERM DEBT
Long-term debt transactions for governmental activities for the year ending June 30, 2005 were as follows:

Governmental activities:

Outstanding Matured/ Outstanding
July 1, Redeemed June3o, Due Within
2004 Issued During Year 2005 One Year

Banc One Leasing for capital lease on fire
truck, annual installments of $18,282
including interest $ 77,856 $ - S 13,922 $ 63,934 14,702
City Hall mortgage note, issued July, 1999,
payments of $944 per month including
interest at 8.75%. 77,923 - 4,695 73,228 73,228

$§ 155779 % - 8§ 18,617 $ 137,162 $ 87,930

Proprietary fund long-term debt transactions for the year ended June 30, 2005 were as follows:

Business activities:

Outstanding Matured/ Outstanding
July 1, Redeemed June3o, Due Within
2004 Issued During Year 2005 One Year

Water System Revenue Bonds, issued
November, 2000, in varying annual
installments plus interest at 4.7% to
6.0% through 2021 $ 2,975,000 $ - h) 110,000 $ 2,865,000 115,000
Oregon Bond Bank loan, issued October
2000, in varying annual instaliments,
including interest at 5.276% through 2021 4,855,794 - 186,637 4,669,157 193,220
Safe Drinking Water Revolving Fund loan,
issued 2003, annual instaliments of $6,096
including interest at 1% through 2024 105,004 - 5,046 99,958 5,096
City of Dayton (OECDD passthrough),
issued in 2004, annual installments of $23,249
including interest at 1% through 2024 600,000 - 17,249 582,751 17,422

$ 8,535,798 5 - $ 318932 $ 8,216,866 $ 330,738
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CITY OF LAFAYETTE, OREGON
NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
YEAR ENDED JUNE 30, 2005

LONG-TERM DEBT (Continued)
Future debt service requirements are as follows:

Governmental Activities

Fiscal Year

Ending
June 30, Principal Interest Total
2006 $ 87,930 $ 4,715  $ 92,645
2007 15,525 2,757 18,282
2008 16,395 1,887 18,282
2009 17,312 970 18,282
5 137,162  § 10,329  § 147,491
Business-type Activities
Fiscal Year
Ending
June 30, Principal Interest Total
2006 $ 330,738  § 410,143 § 740,881
2007 347,623 394,383 742,006
2008 369,596 377,596 747,192
2009 386,656 359,675 746,331
2010 408,812 340,671 749,483
2011-2015 2,345,948 1,375,724 3,721,672
2016-2020 3,026,199 686,865 3,713,064
2021-2025 802,142 44,267 846,409
2025-2029 108,434 7,811 116,245
2030-2034 90,718 2,278 92,996

$ 8216866 $ 3999413 § 12,216,279
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CITY OF LAFAYETTE, OREGON
NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
YEAR ENDED JUNE 30, 2005

PENSION PLAN

The City is a participating employer in the Oregon Public Employees Retirement System ("PERS"), an agent
multiple-employer public employee retirement system established under Oregon Revised Statutes 238.600 that acts
as a common investment and administrative agent for public employers in the State of Oregon. PERS is a defined
benefit pension plan that provides retirement and disability benefits, annual cost-of-living adjustments, and death
benefits to members and their beneficiaries. Benefits are established by state statute.

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

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

Both PERS and OPSRP are administered by the Oregon Public Employees Retirement Board ("OPERB"). The
comprehensive annual financial report of the funds administered by the OPERB may be obtained by writing to
Oregon Public Employees Retirement System, P.O. Box 23700, Tigard, Oregon 97281-3700, by calling (503) 598-
7377, or by accessing the PERS web site at www.state.or.us.

Employer contributions are required by state statute and made at actuarially determined rates as adopted by the
OPERB. Covered employees are required by state statute to contribute 6.0% of their annual salary to the system.
The City contributed 8.04% of covered payroll to PERS for the fiscal year ended June 30, 2005. This contribution
rate was determined as part of the December 31, 2001 actuarial evaluation and was recalculated to reflect the
impact of recently passed legislation (House Bills 2001, 2003, and 2004). The next actuarial valuation is scheduled
to be conducted as of December 31, 2003 and was not available at the time these financial statements were
completed. This valuation is to be used to establish rates as of July 1, 2005.

For the year ended June 30, 2005, the City's subject salary was $266,951 and the total payroll was $274,036.

Contribution information is as follows:

Year Ended Employer
June 30, Contributions
2005 h) 47,811
2004 47,936
2003 41,474
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CITY OF LAFAYETTE, OREGON
NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
YEAR ENDED JUNE 30, 2005

PENSION PLAN (Continued)

Information about the City’s funding progress is presented as required supplementary information in this report.
The actuarial v