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December 7, 2009
To the Honorable Mayor, City Council, City Manager, and Citizens of Corvallis, Oregon

We hereby submit the Comprehensive Annual Financial Report (CAFR) of the City of Corvallis for the
fiscal year ended June 30, 2009 in compliance with state law. State law requires that a CAFR be
published within six months of fiscal year end and be audited in accordance with generally accepted
auditing standards by independent certified public accountants.

Responsibility for the completeness and reliability of the information contained in this report rests with
the City’s management and is based on an internal control structure designed for this purpose. The
internal control structure is designed to provide reasonable, rather than absolute, assurance that these
objectives are met because the cost of the internal control should not exceed the related benefits..

The City's financial statements were audited by Grove, Mueller, & Swank, PC, a firm of independent
certified public accountants. The independent auditors have issued an unqualified opinion on the City of
Corvallis' financial statements for the fiscal year ended June 30, 2009. The independent auditor's report
is presented at the front of the financial section of this report.

Management's Discussion and Analysis (MD&A) is located in the financial section immediately
following the independent auditor’s report and preceding the basic financial statements. The MD&A
provides a narrative introduction, overview, and analysis of the basic financial statements. This letter of
transmittal is designed to complement the MD&A and should be read in conjunction with the MD&A. - - -

THE CITY OF CORVALLIS AND ITS SERVICES

The City of Corvallis, Oregon (population 54,880) is Oregon’s 10 largest City and the county seat of
Benton County. Corvallis is located in the central Willamette Valley, approximately 80 miles -seuth .of
Portland and 50 miles from the Pacific Ocean. The name Corvallis means “Heart of the VaHey" and was
arrived at by compounding the Latin words for heart and valley. . :

The City of Corvallis, Oregon is a nmumicipal corporation governed by an elected Mayor and nine
Councilors. The nine City Councilors are elected in the November general election by ward for two:year
terms. The Mayor is elected at-large and serves a four-year term. The City Manager is appointed by the
City Council and is responsible to the City Council for the day-to-day management of the City. The City
Couneil is assisted in their policy making role by 20 standing advisory boards and commissions. The
City has no component units as defined by accounting principles generally accepted in the United States
of America. - : :
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Management’s Discussion and Analysis (MD&A) is a narrative, introduction, overview and
analysis of the basic financial statements. MD&A is Required Supplementary Information.
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BASIC FINANCIAL STATEMENTS

The basic financial statements consist of the government-wide financial statements, fund financial
statements and the notes to the financial statements. An auditor’s opinion is expressed on the basic
financial statements.






CITY OF CORVALLIS, OREGON
STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2009

Program Revenues

Fees,
Fines, and Operating Capital

Charges for Grants and Granis and

Activities Expenses Services Contributions Coniributions
Governmental Activities:

Community Development $ 5,232,238 $ 1,634,006 $ 930,184 $ =

Finance 807,497 956,815 - -
Fire 10,575,015 3,074,246 3,116 54,963
Library 6,664,627 196,913 2,208,178 13,198
Parks and Recreation 6,166,056 1,528,078 28,457 357,580
Police 12,002,325 913,453 1,381,543 1,512
Public Works 11,810,710 1,655,549 3,048,569 2,586,668

General Government 1,620,536 251,920 - -

Interest on long-term debt 2,367,064 - - -
Total Govermental Activities 57,246,068 10,210,980 7,650,047 3,013,921

Business-type Activities: .
Water 8,342,283 8,538,420 18,500 589,218
Wastewater 9,170,904 8,838,806 16,463 683,990
Storm Water 2,298,342 1,829,778 - 193,831
Afrport 680,639 452,297 8,500 373,782
Total Business-type Activities 20,492,168 19,659,301 43,463 1,840,821
Total Activities $ 77,738,236 $ 29,870,281 3 7,693,510 $ 4,854,742
General Revenues:
Taxes

Property taxes, levied for general purposes
Property taxes, levied for debt service
Transient room taxes

Franchise fees

Interest and investment earnings

Miscellaneous

Gain on sale of capital assets

Total General Revenues
Transfers

Change in Net Assets
Net Assets, Beginning of Year

Net Assets, End of Year
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MAJOR GOVERNMENTAL FUNDS

GENERAL FUND - Accounts for all of the financial resources of the City which are not accounted for in
any other fund. Principal sources of revenue are property taxes, franchise fees, licenses, permits and state
shared revenues. Primary expenditures in the General Fund are for police, planning, municipal court, and
facilities maintenance.

STREET FUND - Accounts for the engineering, maintenance and improvements of city streets. The major
revenue sources are state gasoline tax proceeds and system development charges.

PARKS AND RECREATION FUND - Accounts for the operation of the Parks and Recreation Department
including park maintenance, the aquatic center and recreational programs for youth and adults. Major
revenue sources include property taxes, fees for recreational programs, and system development charges.

FIRE AND RESCUE FUND - Accounts for revenues and expenditures associated with the operation of fire,
emergency medical and transport ambulance services. Fund operations are financed by property taxes,
ambulance fees, and Firemed revenue.

COMMUNITY DEVELOPMENT REVOLVING FUND - Accounts for Housing and community improvement
services funded by loan repayments from community development block grant activities and federal
HOME grants. Major revenue sources include grants and loan repayments.

LIBRARY FUND - Accounts for the operation and extension services of the Corvallis-Benton County
Public Library. The major revenue sources are property taxes and intergovernmental monies from the
Benton County Library Service District.

CAPITAL CONSTRUCTION FUND - Accounts for the construction and improvement of roads, parks, and
facilities, and for the acquisition of park land. Major revenue sources are from interfund transfers and
grants.
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CITY OF CORVALLIS, OREGON
BALANCE SHEET - GOVERNMENTAL FUNDS
JUNE 30, 2009

ASSETS

Cash and investments

Receivables
Property taxes
Accounts
Accrued interest
Assessments
Franchise fees
Grants
Revolving loans
Other receivables

Property held for resale

Other assets

Total Assets

LIABILITIES AND FUND BALANCES
Liabilities

Accounts payable

Other accrued liabilities

Deferred revenue

Total Liabilities

Fund Balances

Reserved
Streets and highways
Capital projects and construction
Endowments
Other purposes

Unreserved, reported in
General Fund
Special Revenue Funds
Debt Service Funds
Permanent Fund

Total Fund Balance

Total Liabilities and Fund Balances

Parks and
General Street Recreation
2,023,067 2,848,100 2,006,393
874,524 - -
371,048 54,938 66,564
328 2,188 2,161
98,813 14,605 17,467
345,147 - -
36,894 15,349 -
211,661 180,084 1,032
1,040,083 - -
5,001,565 3,115,264 2,093,617
95,224 268,026 125,274
670,875 75,894 3,752
2,325,483 14,605 44,405
3,091,582 358,525 173,431
- 2,756,739 -
158,577 - 92,658
57,106 - 83,833
1,694,300 - -
- - 1,743,695
1,909,983 2,756,739 1,920,186
5,001,565 3,115,264 2,093,617




Community Other
Fire & Development Capital Governmental
Rescue Revolving Library Construction Funds Total
3,364,023 $ 820,378 $ 1,657,289 $ 617,629 $ 1,966,256 15,303,135
- - - - - 874,524
329,331 439 - - 336,077 1,158,397
474 103 251 106 374 5,985
- - - - - 130,885
- - - - - 345,147
54,963 67,669 - 96,735 807,988 1,079,598
- 2,643,652 - - - 2,643,652
10,413 - 70,968 - - 474,158
B - - - - 1,040,083
- 10,000 - - 21 10,021
3,759,204 $ 3,542,241 $ 1,728,508 $ 714,470 $ 3,110,716 23,065,585
172,850 $ 1,800 $ 75,721 $ 43,411 $ 69,510 851,816
- 2,878 160 817 64 754,440
366,658 2,653,652 194 - 33,096 5,438,093
539,508 2,658,330 76,075 44,228 102,670 7,044,349
B R - - - 2,756,739
- - - 670,242 - 921,477
- - - - 5,000 5,000
. - - - - 140,939
} - - - - 1,694,300
3,219,696 883,911 1,652,433 - 2,536,011 10,035,746
- - - - 465,582 465,582
- - - - 1,453 1,453
3,219,696 883,911 1,652,433 670,242 3,008,046 16,021,236
3,759,204 $ 3,542,241 $ 1,728,508 $ 714,470 $ 3,110,716 23,065,585

The accompanying notes are an integral part of the financial statements.
-23-
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PROPRIETARY FUNDS

ENTERPRISE FUNDS:

These funds account for activities and services performed primarily for external users. Charges are
based on the cost of services.

o WATER, WASTEWATER AND STORM WATER FUNDS - Account for the operation, maintenance,
department services, and capital improvements of the water, wastewater, and storm water systems of
the City. The primary source of revenue is user service charges.

e AIRPORT FUND - Accounts for the operation, maintenance, debt service, and capital improvements of
the City’s airport facilities. Revenues are derived primarily from hangar and building rental revenue,
seed crop revenue, and capital improvement grants.

INTERNAL SERVICE FUNDS:

These funds account for activities and services performed primarily for other organizational units within
the City. Charges are based on recovering costs from the benefitted City units.
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CITY OF CORVALLIS, OREGON
NOTES TO BASIC FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2009

REFERENCE LIST

Summary of Significant Accounting Policies
Reporting Entity
Government-Wide and Fund Financial Statements
Measurement Focus, Basis of Accounting, and Basis of Presentation
Assets, Liabilities and Equity
Use of Estimates

Stewardship, Compliance and Accountability
Cash and Investments
Pooled deposits and Investments
Deposits
Custodial Risk - Deposits
Investments
Custodial Credit Risk - Investments
Interest Rate Risk
Credit Risk
Concentration of Credit Risk
Receivables
Deferred/Unearned Revenue
Endowment
Capital Assets
Long-Term Obligations
Bonds Payable
Notes Payable
Changes in Long-Term Obligations
Interfund Transfers
Risk Management
Other Post Employment Benefits
Pension Plan

Contingencies

New Pronouncements

-36 -
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NON-MAJOR SPECIAL REVENUE FUNDS

These funds account for proceeds of specific revenue sources that are legally restricted to expenditure for
specific purposes.

9-1-1 FUND - Accounts for the regional emergency 9-1-1 system activities. Major revenues include state
revenues from 9-1-1 tax, and charges for services from regional and local agencies.

DEVELOPMENT SERVICES FUND - Accounts for the plan review and inspection services provided by the
Development Services Division. The primary revenue source is fees paid by developers for these
services.

PARKING FUND - Accounts for revenues and expenditures associated with the operation, enforcement,
maintenance, and capital improvements for downtown parking. Major revenue sources include charges
for services, parking meters, and fines.

TRANSIT FUND - Accounts for revenues and expenditures associated with the operation of the City’s
transit system. Major revenue sources include property taxes, grant monies, and charges for services
(rider fees).



CITY OF CORVALLIS, OREGON

COMBINING BALANCE SHEET — NON-MAJOR SPECIAL REVENUE FUNDS

JUNE 30, 2009

Development

9-1-1 Services Parking Transit Total
ASSETS
Cash and investments $ 425,913 $ 90,118 $ 847,086 $ 130,392 1,493,509
Receivables
Accounts 136,137 149,642 33,336 16,962 336,077
Accrued interest 67 22 103 92 284
Grants - - - 807,988 807,988
Total Assets $ 562,117 $ 239,782 $ 880,525 $ 955,434 2,637,858
LIABILITIES AND FUND BALANCES
Liabilities
Accounts payable $ 294 $ 10,493 $ 2,206 $ 55,694 68,687
Other accrued liabilities - - - 64 64
Deferred revenue - - 33,096 - 33,096
Total Liabilities 294 10,493 35,302 55,758 101,847
Fund Balances
Unreserved
Undesignated 561,823 229,289 845,223 899,676 2,536,011
Total Liabilities and Fund
Balances $ 562,117 $ 239,782 $ 880,525 $ 955,434 2,637,858

-63-
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CAPITAL PROJECTS FUND

The Capital Projects Fund is used to account for the acquisition and construction of major capital
facilities other than those financed solely by Proprietary Funds. Included is:

CAPITAL CONSTRUCTION FUND - Accounts for the construction and improvement of roads, parks, and
facilities, and for acquisition of park land. Major revenues are from interfund transfers and grants.
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DEBT SERVICE FUNDS

The Debt Service Funds account for the accumulation of resources for the payment of general obligation
and special assessment debt including principal, interest and related costs. Included are:

NON-MAJOR FUNDS:

GENERAL OBLIGATION DEBT SERVICE FUND - Accounts for the accumulation of resources for, and the
payment of, general obligation bond principal and interest. The principal source of revenue is property
taxes.

PENSION OBLIGATION DEBT SERVICE FUND - Accounts for the accumulation of resources for, and the
payment of, pension obligation bond principal and interest. The principal source of revenue is payments
from operating funds for their portion of annual debt service.
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NON-MAJOR PERMANENT FUND

The Permanent Fund accounts for resources that are legally restricted to the extent that earnings, not
principal, are used to support the City’s programs.

DAVIDSON LIBRARY FUND - Accounts for Library resources restricted for book purchases. The major
revenue source derives from interest earnings.
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ENTERPRISE FUNDS

Enterprise Funds are used to account for the acquisition, operation, maintenance, and debt service of
governmental facilities and services which are entirely or predominantly self-supporting by user charges.
Enterprise funds use the economic resources measurement focus and accrual accounting to report the
results of operation.

WATER, WASTEWATER AND STORM WATER FUNDS - Accounts for the operation, maintenance, debt
service, and capital improvements of the water, wastewater, and storm water systems of the City. The
primary source of revenue is user service charges.

AIRPORT FUND - Accounts for the operation, maintenance, debt service, and capital improvements of the
City’s airport facilities. Revenues are derived primarily from hanger and building rental revenue, seed
crop revenue, and capital improvement grants.
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INTERNAL SERVICE FUNDS

These funds account for activities and services performed primarily for other organizational units within
the City. Charges are based on recovering costs from the benefitted City units.

FLEET MANAGEMENT FUND - Accounts for the activities to operate the City’s fleet of vehicles and
equipment.

FACILITY MAINTENANCE FUND - Accounts for the operation of the City’s central shop facility.

TECHNOLOGY AND COMMUNICATIONS FUND - Accounts for the activities related to centralized
information and management systems, and operations.

ADMINISTRATIVE SERVICES FUND - Accounts for the activities to provide administrative services to the
City departments.

Risk MANAGEMENT FUND - Accounts for the activities associated with providing risk management
services to the organization.
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STATISTICAL SECTION

The Statistical Section of the comprehensive annual financial report presents detailed information as a
context for understanding what the information in the financial statements, note disclosures, and required
supplementary information says about the overall financial health of the City of Corvallis.

FINANCIAL TRENDS
These schedules contain trend information to help the reader understand how the City’s financial
performance and well-being have changed over time.

REVENUE CAPACITY

These schedules contain information to help the reader assess the City’s most significant local
revenue source, the property tax.

DEBT CAPACITY

These schedules present information to help the reader assess the affordability of the City’s current
levels of outstanding debt and the City’s capacity to issue additional debt in the future.

DEMOGRAPHIC AND ECONOMIC INFORMATION
These schedules offer demographic and economic indicators to help the reader understand the
environment within which the City’s financial activities take place.

OPERATING INFORMATION
These schedules contain service and infrastructure data to help the reader understand how the
information in the financial report relates to the services the City provides and the activities it
performs.

Sources: Unless otherwise noted, the information in these schedules is derived from the comprehensive annual financial reports for the relevant year.
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