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BARNEY RESERVOIR JOINT OWNERSHIP COMMISSION
Hillsboro, Oregon

STATEMENT OF CASH FLOWS

YEAR ENDED JUNE 30, 2008

CASH FLOWS FROM OPERATING ACTIVITIES:

Received from customers $ 380,938
Paid to suppliers for goods and supplies (105,926)
Paid to related entities for goods and services (281,169)

NET CASH FROM OPERATING ACTIVITIES (6,157)

CASH FLOW FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Acquisition and construction of capital assets, net of dispositions (36,417)

CASH FLOW FROM INVESTING ACTIVITIES:
Interest received 12,453

NET CHANGE IN CASH, CASH EQUIVALENTS AND

INVESTMENTS (30,121)
CASH, CASH EQUIVALENTS AND INVESTMENTS, July 1, 2007 280,352
CASH, CASH EQUIVALENTS AND INVESTMENTS, June 30, 2008 $ 250,231

RECONCILIATION TO BALANCE SHEET:

Cash and cash equivalents $ 52,009
Investments 198,222
TOTAL CASH, CASH EQUIVALENTS AND INVESTMENTS $ 250,231

RECONCILIATION OF OPERATING LOSS TO
NET CASH FROM OPERATING ACTIVITIES:
Operating loss $ (732,201)
Adjustment to reconcile operating loss to net cash
from operating activities:

Depreciation 764,505
Change in assets and liabilities:
Increase in due from joint venturers' (63,211)
Increase in accounts payable 3,870
Increase in due to City of Hillsboro 10,880
NET CASH FROM OPERATING ACTIVITIES $ (6,157)

See notes to basic financial statements.
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BARNEY RESERVOIR JOINT OWNERSHIP COMMISSION
Hillsboro, Oregon

NOTES TO BASIC FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

The Barney Reservoir Joint Ownership Commission (the Commission) was organized under
Oregon Revised Statute (ORS) 225.050 by an agreement between the Cities of Hillsboro,
Forest Grove, and Beaverton, Tualatin Valley Water District (TVWD), and Clean Water
Services (a Component Unit of Washington County). The purpose of the Commission is to
own and operate the J.W. Barney Reservoir.

All operating expenses, capital asset acquisitions and net income or loss is allocated to the
respective joint venturers by the following percentages:

City of Hillsboro 31% Tualatin Valley Water District 35%
City of Forest Grove 2 1/2% Clean Water Services 10%
City of Beaverton 21 1/2%

The Commission is managed by the City of Hillsboro.

Basis of Presentation and Accounting

For financial reporting purposes, the Commission reports its operations on an enterprise fund
basis. Enterprise funds (a proprietary fund type) are accounted for on a flow of economic
resources measurement focus. With this measurement focus, all assets, liabilities and joint
ventures’ capital associated with the operations are included on the Balance Sheet. The
Statement of Revenues, Expenses and Changes in Joint Venturers’ Capital presents
increases (revenues) and decreases (expenses) in joint venturers’ capital.

The accrual basis of accounting is utilized for financial reporting. Under the accrual basis of
accounting, revenues are recorded when earned and expenses are recorded at the time
liabilities are incurred.

The Commission has applied all Financial Accounting Standards Board (FASB) Statements
and Interpretations, Accounting Principles Board (APB) Opinions and Accounting Research
Bulletins of the Committee on Accounting Procedures issued on or before November 30,
1989, unless those pronouncements conflict with or contradict Governmental Accounting
Standards Board (GASB) pronouncements. FASB Statements and Interpretations issued
after November 30, 1989, have not been applied as allowed by GASB Statement No. 20.
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BARNEY RESERVOIR JOINT OWNERSHIP COMMISSION
Hillsboro, Oregon

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)

YEAR ENDED JUNE 30, 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Use of Estimates

The preparation of basic financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates
and assumptions that affect the reported amounts of certain assets, liabilities, revenues,
expenses and other disclosures. Accordingly, actual results may differ from those estimates.

Cash, Cash Equivalents and Investments

Cash and cash equivalents are considered to be cash on hand, demand deposits and short-
term investments with original maturities of three months or less from the date of acquisition.
Investments are stated at fair value.

Capital Assets

Capital assets are recorded at cost or estimated cost if actual cost is not known. Donated
capital assets are recorded at their estimated fair value at the date of donation. Major
outlays for capital assets and improvements are capitalized. All costs associated with the
acquisition or construction of capital assets, including any interest costs, is contributed by
the joint venturers.

The Commission defines capital assets as assets with an initial cost of more than $15,000
and an estimated life of five years or more. The cost of normal repairs and maintenance
that do not add to the value of the assets or materially extend their lives are not capitalized.

Depreciation of the reservoir and dam are computed using the straight-line method over 50
years. Machinery and equipment is depreciated using the same method over five years.

Pension Plan

Commission employees are employees of the City of Hillsboro; therefore, no pension costs
are attributable to the Commission.

Budgets

Under ORS 294.316, municipal public utilities operating under separate commissions
authorized under ORS 225 and city charters, and which have no ad valorem tax support, are
not required to separately prepare and adopt a budget. Rather, such entities’ budgets may be
included in the city with primary managerial responsibility. Accordingly, a budget is prepared
and legally adopted for the Commission as part of the total budget for the City of Hillsboro.
The budget is prepared as a separate fund on the modified accrual basis of accounting.
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BARNEY RESERVOIR JOINT OWNERSHIP COMMISSION
Hillsboro, Oregon

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)

YEAR ENDED JUNE 30, 2008

2. CASH, CASH EQUIVALENTS AND INVESTMENTS

Cash, cash equivalents and investments of the Commission are part of a common cash and
investment pool maintained for all funds managed by the City of Hillsboro, Oregon. The
types of investments in which the pool may invest are restricted by State of Oregon statutes
and a City of Hillsboro Council adopted investment policy. Authorized investments include
U.S. Treasury obligations including treasury notes, bonds and strips; Federal instrumentality
securities from specific Federal agencies; commercial paper rated at least A-1 or an
equivalent rating; corporate bonds rated at least Aa or an equivalent rating; bankers
acceptances rated at least Aa or an equivalent rating; the State of Oregon Local
Government Investment Pool; certificates of deposits; repurchase agreements and
obligations of the states of Oregon, California, I[daho and Washington rated AA or better.

At June 30, 2008, the Commission's cash, cash equivalents and investments were
comprised of the following:

Deposits with financial institutions $ 2,923
Investments:
Oregon Treasurer's Local Government
Investment Pool 40,702
U.S. and U.S. agency obligations 183,788
Corporate bonds 22,818
Total pooled cash, cash equivalents and investments $ 250,231

Cash and investments are reflected on the basic financial statements as follows:

Cash and cash equivalents $ 52,009
Investments 198,222
Total cash, cash equivalents, and investments b 250,231

The Commission's deposits with financial institutions, as part of the City of Hillsboro pool,
are insured up to $100,000 by the Federal Depository Insurance Corporation (FDIC).
Oregon Revised Statutes, Chapter 295, require the depository institution to maintain on
deposit with a collateral pool manager security having a value of not less than 25% of the
amount of the certificates of participation issued by the pool manager. References should
be made to the June 30, 2008, City of Hillsboro, Oregon Comprehensive Annual Financial
Report for compliance with these statutes and the disclosures required by Governmental
Accounting Standards Board (GASB) Statement Nos. 3, 31 and 40.
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BARNEY RESERVOIR JOINT OWNERSHIP COMMISSION
Hillsboro, Oregon

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)

YEAR ENDED JUNE 30, 2008

3. CAPITAL ASSETS
Capital assets are comprised of:

Balance Balance
July 1, 2007 Increases Deletions June 30, 2008

Capital assets not being depreciated:

Construction in Progress $ 72657 & 36417 § (72,322) § 36,752
Capital assets being depreciated:

Reservair 9,697,000 B - 9,697,000

Dam 28,370,406 - - 28,370,406

Machinery and equipment 25,254 - - 25,254

Total capital assets being depreciated 38,092,660 - - 38,092,660

Less accumulated depreciation for:

Reservoir (2,521,220) (193,940) - (2,715,160)

Dam (4,255,561) (567,408) - (4,822,969)

Machinery and equipment (22,098) (3,157) - (25,255)
Total accumulated depredation (6,798,879) (764,505) - (7,563,384)
Total capital assets being depreciated 31,293,781 (764,505) - 30,529,276
Total capital assets, net $ 31366438 § (728,088) $ (72,322) $ 30,566,028

4. JOINT VENTURERS’ CAPITAL

Changes in joint venturers’ capital for the year were as follows:

Tualatin
Valley Clean
City of City of City of Water Water
Hillsboro Forest Grove Beaverton District Services Total

Balance, July 1, 2007 $ 9824428 $ 791,91 § 6813713 $ 11002001 $ 3,169,165 $ 31,691,358
Change in Joint

Venturers' Capital (245,172) (19,772) (170,038) (276,807) (79,088) (790,877)

Balance, June 30,2008 § 9579256 § 772189 $ 6643675 $ 10815284 $ 3,090,077 $ 30,900,481
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BARNEY RESERVOIR JOINT OWNERSHIP COMMISSION
Hillsboro, Oregon

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)

YEAR ENDED JUNE 30, 2008

5. RELATED PARTY TRANSACTIONS

The Commission paid the City $203,766 for salaries and benefits for services performed by
the City's employees on behalf of the Commission and $77,403 for support services.

6. OTHER INFORMATION

Risk Management

The Commission is exposed to various risks of loss related to torts; theft or damage to and
destruction of assets; errors and omissions; and natural disasters for which the Commission
carries commercial insurance. The Commission does not engage in risk financing activities
where the risk is retained (self-insurance). In the past three years insurance coverage has
been sufficient to cover any losses.
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BARNEY RESERVOIR JOINT OWNERSHIP COMMISSION

SCHEDULE OF REVENUES, EXPENDITURES

Hillsboro, Oregon

AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

REVENUES:
Contributions
Interest and other

Total revenues

EXPENDITURES:
Personal services
Materials and services
Capital outlay
Special expenditures
Contingency

Total expenditures

Excess (deficiency) of revenues
over expenditures and net
change in fund balance

FUND BALANCE, July 1, 2007

FUND BALANCE, June 30, 2008

YEAR ENDED JUNE 30, 2008

RECONCILIATION OF CHANGE IN FUND BALANCE

TO CHANGE IN JOINT VENTURERS' CAPITAL

CHANGE IN FUND BALANCE
Capitalized assets
Disposition of capital assets
Depreciation

CHANGE IN JOINT VENTURERS' CAPITAL

YEAR ENDED JUNE 30, 2008

15

Budget
Original and Variance with
Final Actual Final Budget
$ 553,763 $ 434,149 § (119,614)
15,285 13,646 (1,639)
569,048 447,795 (121,253)
227,620 214,646 12,974
127,100 99,209 27,891
130,000 47,004 82,996
84,328 77,403 6,925
316,000 - 316,000
885,048 438,262 446,786
(316,000) 9,533 325,533
316,000 324,918 8,918
$ - 3 334,451 § 334,451
$ 9,533
36,417
(72,322)

(764,505)

$ (790,877)
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

December 31, 2008

Board of Commissioners
Barney Reservoir Joint Ownership Commission
Hillsboro, Oregon

We have audited the basic financial statements of the Barney Reservoir Joint
Ownership Commission, Hillsboro, Oregon (the Commission), as of and for the year
ended June 30, 2008, and have issued our report thereon dated December 31, 2008.
We conducted our 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.

INTERNAL CONTROL OVER FINANCIAL REPORTING

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

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions,
to prevent or detect misstatements on a timely basis. A significant deficiency is a
control deficiency, or combination of control deficiencies, that adversely affects the
entity's ability to initiate, authorize, record, process, or report financial data reliably in
accordance with accounting principles generally accepted in the United States of
America such that there is more than a remote likelihood that a misstatement of the
Commission's financial statements that is more than inconsequential will not be
prevented or detected by the entity's internal control.

AN INDEPENDENTLY OWNED MEMBER OF THE McGLADREY NETWORK
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS (Continued)
Page 2

INTERNAL CONTROL OVER FINANCIAL REPORTING (Continued)

A material weakness is a significant deficiency, or combination of significant
deficiencies, that results in more than a remote likelihood that a material misstatement
of the financial statements will not be prevented or detected by the entity’s internal
control.

Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all
deficiencies in internal control that might be significant deficiencies or material
weaknesses. We did not identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses, as defined above.

COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether the Commission's financial
statements are free of material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts and grant agreements, noncompliance
with which could have a direct and material effect on the determination of financial
statement 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. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

We noted another area of possible improvement that we reported to management of the
Commission in a separate letter dated December 31, 2008.

* %k % * % % *

This report is intended solely for the information and use of management and others
within the Commission is not intended to be and should not be used by anyone other
than these specified parties.

Tathot Kgvolet [lnvick_, cer

Certified Public Accountants
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AUDIT COMMENTS AND DISCLOSURES
REQUIRED BY STATE REGULATIONS

Oregon Administrative Rules 162-10-050 through 162-10-320 incorporated in the
Minimum Standards for Audits of Oregon Municipal Corporations, prescribed by the
Secretary of State in cooperation with the Oregon State Board of Accountancy,
enumerate the financial statements, schedules, and comments and disclosures
required in audit reports. The required statements and schedules are set forth in the
preceding sections of this report. Required comments and disclosures related to the
audit of such statements and schedules are set forth in the following pages.
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AUDIT COMMENTS AND DISCLOSURES
REQUIRED BY STATE REGULATIONS

December 31, 2008

Board of Commissioners
Barney Reservoir Joint Owner Commission
Hillsboro, Oregon

We have audited the basic financial statements of the Barney Reservoir Joint
Ownership Commission, Hillsboro, Oregon (the Commission), as of and for the year
ended June 30, 2008, and have issued our report thereon dated December 31, 2008.
We conducted our audit in accordance with auditing standards generally accepted in
the United States of America, the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United
States and Minimum Standards for Audits of Oregon Municipal Corporations.

ACCOUNTING AND INTERNAL CONTROL STRUCTURE

Our report relating to accounting and internal control over financial reporting can be
found on page 17 of this report.

ACCOUNTING RECORDS

We found the Commission’s accounting records to be reasonably maintained and
adequate to support our audit of the basic financial statements.

ADEQUACY OF COLLATERAL SECURING DEPOSITORY BALANCES

Oregon Revised Statutes Chapter 295 requires that each depository throughout the
period of its possession of public fund deposits shall maintain on deposit with its
custodians, at its own expense, securities having a value not less than 25% of the
certificates of participation issued by the pool manager for funds in excess of those
insured by the Federal Deposit Insurance Corporation. Reference should be made to
the City of Hillsboro, Oregon, Comprehensive Annual Financial Report for June 30,
2008, for compliance with Oregon Revised Statutes relating to collateralization of
deposits.

AN INDEPENDENTLY OWNED MEMBER OF THE McGLADREY NETWORK
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AUDIT COMMENTS AND DISCLOSURES
REQUIRED BY STATE REGULATIONS (Continued)
Page 2

INVESTMENTS

The Commission maintains investments as part of the City of Hillsboro investment pool.
As such, reference should be made to the City of Hillsboro, Oregon, Comprehensive
Annual Financial Report for the year ended June 30, 2008.

BUDGET COMPLIANCE

The Commission is not subject to Oregon Local Budget Law. Refer to the Notes to
Basic Financial Statements for additional information regarding the Commission’s
budgeting practices.

INSURANCE POLICIES AND FIDELITY BONDS

We have reviewed the Commission’s insurance and fidelity bond coverage at June 30,
2008. We ascertained that such policies appeared to be in force and in compliance
with legal requirements relating to insurance and fidelity bond coverage. We are not
competent by training to comment on the adequacy of the insurance policies covering
Commission property at June 30, 2008.

PUBLIC CONTRACTS

The Commission's procedures for awarding public contracts were reviewed and found
to be in accordance with ORS Chapter 279.

OTHER
Compliance with the following is not applicable to the Commission:

Legal requirements related to debt.
Programs funded from outside sources.
Financial reporting requirements.

Use of highway funds.

* k * k k % *x

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

TALBOT, KORVOLA & WARWICK, LLP
Certified Public Accountants

5 &
/

Robert G. Moody, Jr., Partner
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