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HILLSBORO ECONOMIC DEVELOPMENT COUNCIL
(A Component Unit of the City of Hillsboro, Oregon)

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)

YEAR ENDED JUNE 30, 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of Presentation (Continued)

Fund Financial Statements (Continued)

These funds account for the general administration of the Council’'s urban renewal
agency and for the acquisition and construction of capital assets within the designated
urban renewal areas.

Measurement Focus and Basis of Accounting

Government-wide financial statements report using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when
earned and expenses are recorded at the time liabilities are incurred, regardless of
when the related cash flows take place. Nonexchange transactions, in which the
Council receives value without giving equal value in exchange, include grants,
entittements and donations. On the accrual basis of accounting, revenue from grants,
entitlements, and donations is recognized in the fiscal year in which all eligibility
requirements have been satisfied.

Governmental fund financial statements report using the current financial resources
measurement focus and the modified accrual basis of accounting. Under this method,
revenues are recognized when measurable and available. The Council considers all
revenues reported in the governmental funds to be available if they are collected within
sixty days after year-end. Interest is considered to be susceptible to accrual.
Expenditures are recorded when the related fund liability is incurred. Capital asset
acquisitions are reported as expenditures in the governmental funds and proceeds from
debt and acquisitions under capital leases are reported as other financing sources and
uses, respectively.

Use of Estimates

The preparation of 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 assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and reported
amounts of revenues and expenses/expenditures during the reporting period. Actual
results may differ from those estimates.
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HILLSBORO ECONOMIC DEVELOPMENT COUNCIL
(A Component Unit of the City of Hillsboro, Oregon)

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)

YEAR ENDED JUNE 30, 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Cash and 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

Purchased or constructed capital assets are recorded at estimated historical cost with
subsequent additions at cost. Donated capital assets are recorded at their estimated
fair value at the time of donation. Capital assets are assets with an initial cost of more
than $15,000 and an estimated life of two years or more. The cost of normal
maintenance and repairs that do not add to the value of the asset or materially extend
assets' lives are not capitalized. '

Buildings and improvements are depreciated using the straight-line method over
estimated useful lives of 10 to 33 years.

Pension Plan

The Council's employees are employees of the City of Hillsboro; therefore, no pension
costs are attributable to the Council.

Risk Management

The Council 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 Board
of Councilors carries commercial insurance. The Council does not engage in risk
financing activities where the risk is retained (self-insurance). Settled claims have not
reached the level of commercial coverage in any of the past three fiscal years.

Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance
for amounts that are not available for appropriation or are legally restricted by outside
parties for use for a specific purpose.
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HILLSBORO ECONOMIC DEVELOPMENT COUNCIL
(A Component Unit of the City of Hillsboro, Oregon)

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)

YEAR ENDED JUNE 30, 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Budgets

Annual budgets are adopted on the modified accrual basis of accounting for all funds.
The budgetary process begins by appointing Budget Committee members each year.
Budget recommendations are developed by management and staff through early spring,
with the Budget Committee approving the budget document in late spring. Public notices
of the budget hearing are published prior to the public hearing held in June. The Board of
Councilors adopts the budget and authorizes appropriations no later than June 30.

The ordinance authorizing appropriations for each fund sets the level by which
expenditures cannot legally exceed appropriations. All funds establish the levels of
budgetary control at the personal services, materials and services, capital outlay, special
expenditures, debt service, operating transfers and contingency category levels.
Unexpected additional resources may be added to the budget through the use of a
supplemental budget. Supplemental budgets less than 10% of the fund’s original budget
may be adopted by the Board of Councilors at a regular Board meeting. A supplemental
budget greater than 10% of the fund’s original budget requires hearings before the public,
publication in newspapers and approval by the Board of Councilors. Original and
supplemental budgets may be modified by the use of appropriation transfers between
category levels. Such transfers require approval by the Board of Councilors. No
supplemental budgets or appropriation transfers were made during the year. All annual
appropriations lapse at fiscal year end.

2. CASH, CASH EQUIVALENTS AND INVESTMENTS

Cash, cash equivalents and investments of the Council are part of a common cash and
investment pool 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 limited by state statute; certificates of deposits;
repurchase agreements and obligations of the states of Oregon, California, Idaho and
Washington rated AA or better.
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HILLSBORO ECONOMIC DEVELOPMENT COUNCIL
(A Component Unit of the City of Hillsboro, Oregon)

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)

YEAR ENDED JUNE 30, 2008

2. CASH, CASH EQUIVALENTS AND INVESTMENTS (Continued)

At June 30, 2008, the Hillsboro Economic Development Council cash and investments
are comprised of the following:

Deposits with financial institutions 3 32,197
Investments:
State of Oregon Local Government Investment Pool 448,414
U.S. and U.S. agency obligations 2,024,787
Corporate bonds 251,386
Total cash and investments $ 2,756,784

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

Cash and cash equivalents $ 572,984
Investments 2,183,800
$ 2,756,784

The Council’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 205, require the depository institution to maintain on
deposit with a collateral pool manager, securities having a value of not less than 25% of
the amount of the certificates of participation issued by the pool manager. Reference
should be made to the June 30, 2008, City of Hillsboro, Oregon Comprehensive Annual
Financial Report for compliance.
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HILLSBORO ECONOMIC DEVELOPMENT COUNCIL

(A Component Unit of the City of Hillsboro, Oregon)

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)

YEAR ENDED JUNE 30, 2008

3. NOTE RECEIVABLE

During the year ended June 30, 2007, the Council sold a parcel of land to the City. The
terms of the sale included an initial payment of $250,000 and a non-interest bearing note
for the remainder. Future payments are due as noted below:

Year Ending
June 30,
2009 $ 100,000
2010 100,000
2011 100,000
2012 100,000
$ 400,000

The City may increase or accelerate payments without penalty.

4. CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2008, was as follows:

Balance Balance
July 1, 2007 Increases June 30, 2008
Capital assets not being depreciated:
Land and land improvements $ 2,538,764 § - $ 2,538,764
Capital assets being depreciated:
Buildings and improvements 18,665,859 18,665,859
Less accumulated depreciation (4,666,885) (559,005) (5,225,890)
Total capital assets being depreciated, net 13,998,974 (559,005) 13,439,969
Total capital assets, net $ 16,537,738 § (559,005) $ 15,978,733

All depreciation is allocated to roads and bridges.
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HILLSBORO ECONOMIC DEVELOPMENT COUNCIL
(A Component Unit of the City of Hillsboro, Oregon)

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)

YEAR ENDED JUNE 30, 2008

5. NOTE PAYABLE

In a prior fiscal year, the Council defeased certain notes payable by placing internally
generated resources in irrevocable trusts to provide for all future debt service payments
on the old obligations. Accordingly, the trust account assets and the liabilities for the
defeased obligations are not included in the basic financial statements. At June 30, 2008,
$530,000 of notes payable outstanding are considered defeased.

6. OTHER INFORMATION

Other Payments

Other payments represent payments to the City of Hillsboro relating to support of
economic development activities.

Related Party Transactions

The Council paid the City $369,420 for personnel related costs performed by the City's
employees on behalf of the Council and $132,225 support services.
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HILLSBORO ECONOMIC DEVELOPMENT COUNCIL
(A Component Unit of the City of Hillsboro, Oregon)

SCHEDULE OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

DEBT SERVICE FUND

YEAR ENDED JUNE 30, 2008

Variance with

Budget Final Budget
Original and Positive
Final Actual (Negative)
REVENUES:

Interest $ 3,000 $ 6,318 § 3,318

OTHER FINANCING USES:
Transfers out (134,000) - 134,000
NET CHANGE IN FUND BALANCE (131,000) 6,318 137,318
FUND BALANCE, July 1, 2007 131,000 132,376 1,376
FUND BALANCE, June 30, 2008 $ - $ 138694 § 138,694
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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

February 24, 2009

Board of Councilors
Hillsboro Economic Development Council
Hillsboro, Oregon

We have audited the basic financial statements of Hillsboro Economic Development
Council, Hillsboro, Oregon (the Council), a Component Unit of the City of Hillsboro,
Oregon, as of and for the year ended June 30, 2008, and have issued our report
thereon dated February 24, 2009. 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 Council's internal control over
financial reporting as a basis for designing our auditing procedures 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 Council's internal control over financial
reporting.  Accordingly, we do not express an opinion on the effectiveness of the
Council'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
entity’s financial statements that is more than inconsequential will not be prevented or
detected by the entity’s internal control.

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.

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

Page 2
INTERNAL CONTROL OVER FINANCIAL REPORTING (Continued)

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 Council'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.

* * % % * * *

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

~Tolbot, Kervole & Mrwiek, Lep

Certified Public Accountants

21



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

February 24, 2009

Board of Councilors
Hillsboro Economic Development Council

Hillsboro, Oregon

We have audited the financial statements of the governmental activities and each major
fund of the Hillsboro Economic Development Council (the Council), a Component Unit
of the City of Hillsboro, Oregon, as of and for the year ended June 30, 2008, and have
issued our report thereon dated February 24, 2009. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America
and Standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States.

INTERNAL CONTROL OVER FINANCIAL REPORTING

Our report relating to internal control over financial reporting can be found on pages 20
and 21 of this report.

ACCOUNTING RECORDS

The Council’s accounting records were 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 OwWNED MEMBER OF THE McGLADREY NETWORK
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AUDIT COMMENTS AND DISCLOSURES
REQUIRED BY STATE REGULATIONS (Continued)
Page 2

INVESTMENTS

The Council maintains investments as part of the City of Hillsboro 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 Council appears to have complied with Local Budget Law (ORS 294.305 to
294.520) in the preparation, adoption and execution of its budget for the year ending
June 30, 2008, and the preparation and adoption of its budget for the year ended June
30, 2009. A description of the budgeting process is included in the Notes to the Basic
Financial Statements.

INSURANCE POLICIES AND FIDELITY BONDS

We have reviewed the Council’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 the Council
property at June 30, 2008.

PUBLIC CONTRACTS

The Council'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 Council:
e Legal requirements related to debt.
e Programs funded from outside sources.
e Financial reporting requirements.
e Use of highway funds.

* Kk * * * k *

This report is intended solely for the information and use of the Board of Councilors,
management, the Oregon Secretary of State Audits Division, Federal awarding
agencies and pass-through entities 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

)

Robert G. Moody, JV Partner
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