





INDEPENDENT AUDITOR’S REPORT (Continued)

Board of Councilors
Hillsboro Economic Development Council
November 22, 2011

opinion on the internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards and
should be considered in assessing the results of our audit.

Management’s Discussion and Analysis, as listed in the Table of Contents, is not a required part
of the basic financial statements but is supplementary information required by accounting
principles generally accepted in the United States of America. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not
audit the information and express no opinion on it.
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HILLSBORO ECONOMIC DEVELOPMENT COUNCIL
(A Component Unit of the City of Hillsboro, Oregon)

MANAGEMENT'S DISCUSSION AND ANALYSIS

YEAR ENDED JUNE 30, 2011

As management of the Hillsboro Economic Development Council (the Council), a component
unit of the City of Hillsboro (the City), Oregon, we offer readers of the financial statements this
narrative overview and analysis of the financial activities for the fiscal year ended June 30,
2011. The analysis focuses on significant financial issues, major financial activities, and
resulting changes in financial position, budget changes and variances from the budget and
specific issues related to funds and the economic factors affecting the Council, an urban
renewal district.

Financial Highlights

e The Council's assets totaled approximately $14.4 million at June 30, 2011, and
consisted of $100,000 in receivables along with capital assets of approximately $14.3
million.

o Net assets (assets minus liabilities) were approximately $14.4 million at June 30, 2011.
o As of June 30, 2011, the Council had no outstanding debt.

e The Council's net assets declined by approximately $1.8 million from June 30, 2011, as
a result of depreciation expense in the amount of $567,689 as well as other expenses
related to the management of the economic development program.

Report Layout

The Council prepared its report under Governmental Accounting Standards Board Statement
No. 34 for the fiscal year ending June 30, 2011, which includes this Management Discussion
and Analysis (MD&A) section intended to provide users of the basic financial statements with a
narrative introduction, overview, and analysis of those statements. Included are the
government-wide statements, fund financial statements and notes to basic financial statements.
The first several statements are highly condensed and present a Council-wide view of the
finances. Within this view, all the Council operations are categorized and reported as
governmental activities.

Taken together, the sections provide a comprehensive financial look at the Council’s operations.
The individual components of the report layout include the following:

» Management’s Discussion and Analysis. This section of the report provides financial
highlights, overview and economic factors affecting the Council.

> Basic Financial Statements. Includes the Statement of Net Assets, Statement of
Activities, fund financial statements and the Notes to Basic Financial Statements.
Statements of Net Assets and Activities focus on an entity-wide presentation using the
accrual basis of accounting. They are designed to resemble more closely private-sector
financial statements in that all activities are consolidated into a total for the Council.



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

MANAGEMENT'S DISCUSSION AND ANALYSIS (Continued)

YEAR ENDED JUNE 30, 2011

Report Layout (Continued)

° The Statement of Net Assets focuses on resources available for future operations.
This statement presents a snap-shot view of the assets, the liabilities it owes and
the Council’'s net assets. Net assets are further separated into amounts invested
in capital assets and restricted for a specific purpose.

° The Statement of Activities focuses on gross and net costs of the Council's
programs and the extent to which such programs rely upon other revenues. This
statement summarizes and simplifies the user’s analysis to determine the extent to
which programs are self-supporting and/or subsidized by general revenues.

o Fund financial statements follow the more traditional presentation of financial
statements. The Council’s major governmental fund is presented.

. The Notes to Basic Financial Statements provide additional disclosures to provide
information to assist the reader in understanding the Council’s financial condition.

» 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. Consists of
independent auditor’s report on the Council’s internal controls, compliance and other
matters.

» Independent Auditor's Report Required by Oregon State Regulation. Consists of
information on the Council's compliance and internal controls as required by Oregon
Revised Statutes.

Statement of Net Assets

A condensed version of the Statement of Net Assets as of June 30 is as follows:

2011 2010
Cash, cash equivalents and investments $ - $ 1,157,700
Current and non-current assets 100,000 227,270
Capital assets, net 14,293,032 14,860,721
Total assets 14,393,032 16,245,691
Current liabilities - 22,071
Net Assets
Invested in capital assets 14,293,032 14,860,721
Restricted for construction 100,000 1,362,899
Total net assets $ 14,393,032 $ 16,223,620




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

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)

YEAR ENDED JUNE 30, 2011

6. FEUND BALANCE CLASSIFICATION

As of June 30, 2011, the Council did not have a fund balance.

Below are schedules of the restatement of fund balance as of July 1, 2010, based on GASB
Statement No. 54 implementation.

Fund balance at July 1, 2010 as previously stated:

Fund balance:
Reserved for construction $ 1,162,899

Fund balance at July 1, 2010 as restated in conformity with GASB Statement No. 54:

Fund balance:
Assigned to construction $ 1,162,899
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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

November 22, 2011

Board of Councilors
Hillsboro Economic Development Council

(A component unit of the City of Hillsboro, Oregon)
Hillsboro, Oregon

We have audited the financial statements 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, 2011, and have issued our report thereon dated November
22, 2011. 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 opinions 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 deficiency in internal control 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 and correct misstatements on a timely
basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control such that there is a reasonable possibility that a material
misstatement of the Council’s financial statements will not be prevented, or detected
and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited
purpose described in the first paragraph of this section and was not designed to
identify all deficiencies in internal control over financial reporting that might be
deficiencies, 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.
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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

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.

* Kk * * * K *

This report is intended solely for the information and use of the Board of Councilors, Audit
Committee, management, and others within the Council and is not intended to be and should
not be used by anyone other than these specified parties.
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Certified Public Accountants
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INDEPENDENT AUDITOR’S REPORT
REQUIRED BY OREGON STATE REGULATIONS

November 22, 2011

Board of Councilors
Hillsboro Economic Development Council

(A component unit of the City of Hillsboro, Oregon)
Hillsboro, Oregon

, We have audited the financial statements of the governmental activities and the

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, 2011, and have issued our report thereon dated November 22, 2011. 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 the Minimum Standards for Audits of Oregon Municipal Corporations.

COMPLIANCE

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 grants, including the
provisions of Oregon Revised Statutes as specified in Oregon Administrative Rules
162-10-000 through 162-10-320 of the Minimum Standards for Audits of Oregon
Municipal Corporations, noncompliance with which could have a direct and material
effect on the determination of financial 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.

We performed the procedures to the extent we considered necessary to address the
required comments and disclosures, which included, but were not limited to the
following:

e Deposit of public funds with financial institutions (ORS Chapter 295).
* Budgets legally required (ORS Chapter 294).

e Insurance and fidelity bonds in force or required by law.
e Authorized investment of surplus funds (ORS Chapter 294).

In connection with our testing, nothing came to our attention that caused us to
believe the Council was not in substantial compliance with certain provisions of laws,
regulations, contracts, and grants, including the provisions of Oregon Revised
Statutes as specified in Oregon Administrative Rules 162-10-000 through 162-10-
320 of the Minimum Standards for Audits of Oregon Municipal Corporations.

MCGLADREY ALLIANCE

The McGladrey Alliance is a premier affiliation of independent accounting and consulting firms. The McGladrey Alliance member firms‘ mamtalr@ their name,
autonomy and independence and are responsible for their own client fee arrangements, delivery of services and maintenance of client relationships



INDEPENDENT AUDITOR’S REPORT
REQUIRED BY OREGON STATE REGULATIONS (Continued)
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OAR 162-10-230 INTERNAL CONTROL

Our report relating to 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 is contained on pages 19 and 20 of this report.

* * Kk Kk Kk Kk *

This report is intended solely for the information and use of the Board of Councilors, Audit
Committee, 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.
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Certified Public Accountants
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