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KOONTZ, BLASQUEZ

ASSOCIATES, PC

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT

Board of Directors
Harbor Sanitary District
Brookings, Oregon 97415

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, each major
fund, and the remaining fund information of Harbor Sanitary District, Brookings, Oregon, as of and for
the year ended June 30, 2019, and the related notes to the financial statements, which collectively
comprise the District’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Harbor Sanitary District's management is responsible for the preparation and fair presentation of these
financial statements in accordance with accounting principles generally accepted in the United States of
America; this includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. 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 from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

920 Elm Street SW * P.O. Box 605 - Albany, Oregon 97321
(541) 926-5543 + (541) 967-9460 fax



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the remaining fund
information of Harbor Sanitary District, Brookings, Oregon as of June 30, 2019, and the respective
changes in financial position thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and budgetary comparison information on pages 4 through 10
and 30, respectively, be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the management’s discussion and analysis in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the management'’s discussion and analysis because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

The budgetary comparison information has been subjected to the auditing procedures applied in the
audit of the basic financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the
basic financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America.
In our opinion, the information is fairly stated in all material respects in relation to the basic financial
statements as a whole.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise Harbor Sanitary District’'s basic financial statements. The individual fund
schedules are presented for purposes of additional analysis and are not a required part of the basic
financial statements.

The aforementioned information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion,
the information is fairly stated, in all material respects, in relation to the basic financial statements as a
whole.



Report on Other Legal and Regulatory Requirements

In accordance with Minimum Standards for Audits of Oregon Municipal Corporations, we have issued
our report dated December 2, 2019 on our consideration of compliance with certain provisions of laws
and regulations, including the provisions of Oregon Revised Statutes as specified in Oregon
Administrative Rules. The purpose of that report is to describe the scope of our testing of compliance
and the results of that testing, and not to provide an opinion on compliance.

Koontz, Blasquez & Associates, P.C.

s | (%Z?%jfm

Debra L. Blasquez CPA

Albany, Oregon
December 2, 2019
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HARBOR SANITARY DISTRICT
Brookings, Oregon

MANAGEMENT’'S DISCUSSION AND ANALYSIS

INTRODUCTION

As management of Harbor Sanitary District, Brookings, Oregon, we offer readers this narrative
overview and analysis of the financial activities of the District for the fiscal year ended June 30, 2019. It
should be read in conjunction with the District’s financial statements, which follow this section.

FINANCIAL HIGHLIGHTS

e At June 30, 2019, total net position of Harbor Sanitary District amounted to $9,305,943. Of this
amount, $2,879,682 was invested in capital assets and $384,650 was restricted for systems
development. The remaining balance of $6,041,611 was unrestricted.

e The District's total net position increased by $490,268 during the current fiscal year.
OVERVIEW OF FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to Harbor Sanitary District's basic
financial statements. The District’'s basic financial statements are comprised of three components:
(1) government-wide financial statements, (2) fund financial statements, and (3) notes to the basic
financial statements. This report also contains other supplementary information in addition to the basic
financial statements themselves.

Government-Wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of
the District’s finances in a manner similar to a private-sector business.

The statement of net position presents information on all of the District’s assets and liabilities with the
difference between the two reported as net position. Over time, increases or decreases in net position
may serve as a useful indicator of whether the financial position of the District is improving or
deteriorating.

The statement of activities presents information showing how the District’'s net position changed during
the most recent fiscal year. All changes in net position are reported as soon as the underlying event
giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and
expenses are reported in this statement for some items that will only result in cash flows in future fiscal
periods (e.g., earned but unused vacation and sick leave).

The government-wide financial statements can be found on pages 11 through 12 of this report.

Fund Financial Statements

The fund financial statements are designed to demonstrate compliance with finance-related legal
requirements overseeing the use of fund accounting. A fund is a grouping of related accounts that is

used to maintain control over resources that have been segregated for specific activities and objectives.
All of the funds of Harbor Sanitary District are governmental funds.



HARBOR SANITARY DISTRICT
Brookings, Oregon

MANAGEMENT’S DISCUSSION AND ANALYSIS

o Governmental Funds

Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements; however, unlike the
government-wide financial statements, governmental fund financial statements focus on near-
term inflows and outflows of available resources, as well as on balances of available resources
at the end of the fiscal year. Such information may be useful in evaluating the District’'s near-
term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements.
By doing so, readers may better understand the long-term impact of the District's near-term
financing decisions. Both the governmental funds balance sheet and the governmental funds
statement of revenues, expenditures, and changes in fund balances provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.

The District maintains four individual governmental funds. Information is presented separately in
the governmental funds balance sheet and in the governmental funds statement of revenues,
expenditures, and changes in fund balances for the General, Capital Projects, and Construction
Funds, all of which are considered to be major governmental funds, as well as for the HSD
Systems Development Fund, which is considered to be a nonmajor governmental fund.

Harbor Sanitary District adopts an annual appropriated budget for all of its funds. A budgetary
comparison statement has been provided for each fund individually to demonstrate compliance
with their respective budgets.

The basic governmental fund financial statements can be found on pages 13 through 16 of this
report.

Notes to the Basic Financial Statements

The notes to the basic financial statements provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements. The notes to
the basic financial statements can be found on pages 17 through 29 of this report.

Other Information

In addition to the basic financial statements and accompanying notes, this report also presents certain
required supplementary information, which includes budgetary comparison information for the General

Fund. This required supplementary information can be found on page 30 of this report.

The individual fund schedules are presented immediately following the required supplementary
information on pages 31 through 33 of this report.



HARBOR SANITARY DISTRICT
Brookings, Oregon

MANAGEMENT’'S DISCUSSION AND ANALYSIS
GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net position may serve over time as a useful indicator of the District's financial
position. At June 30, 2019, the District’'s assets exceeded liabilities by $9,305,943.

A large portion of the District’s net position (30.9%) reflects its investment in capital assets (e.g., land,
buildings, and equipment). The District uses these capital assets to provide services to customers;
consequently, these assets are not available for future spending.

District’s Net Position

At the end of the current fiscal year, the District was able to report positive balances in all categories of
net position. The District’s net position increased by $490,268 during the current fiscal year.

Condensed statement of net position information is shown below.

Condensed Statement of Net Position

Governmental Activities

2019 2018
Assets
Current assets $ 6,130,294 $ 5,993,244
Restricted assets 384,650 357,187
Net capital assets 2,879,682 2,575,364
Total assets 9,394,626 8,925,795
Liabilities
Current liabilities 44,361 69,053
Noncurrent liabilities 44 322 41,067
Total liabilities 88,683 110,120
Net position
Investment in capital assets 2,879,682 2,575,364
Restricted for systems development 384,650 357,187
Unrestricted 6,041,611 5,883,124
Total net position $ 9,305,943 $ 8,815,675




HARBOR SANITARY DISTRICT
Brookings, Oregon

MANAGEMENT'S DISCUSSION AND ANALYSIS
District’s Changes in Net Position
The condensed statement of activities information shown below explains changes in net position.

Condensed Statement of Activities

Governmental Activities

2019 2018

Program revenues
Charges for services $ 1,643,775 $ 1,479,876
Capital grants and contributions 17,971 14,501
Total program revenues 1,661,746 1,494,377

General revenues

Investment earnings 161,999 103,542
Miscellaneous 10,004 7,668
Total general revenues 172,003 111,210
Total revenues 1,733,749 1,605,587

Program expenses
Wastewater collection 1,243,481 1,080,055
Change in net position 490,268 525,532
Net position - beginning of year, as restated 8,815,675 8,290,143
Net position - end of year $ 9,305,943 $ 8,815,675

FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS

As noted earlier, the District uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements.

Governmental Funds

The focus of the District’'s governmental funds is to provide information on near-term inflows, outflows,
and balances of expendable resources. Such information is useful in assessing the District’s financing
requirements. In particular, unassigned fund balance may serve as a useful measurement of the
District’s net resources available for spending at the end of the fiscal year.



HARBOR SANITARY DISTRICT
Brookings, Oregon

MANAGEMENT'S DISCUSSION AND ANALYSIS

At the end of the current fiscal year, the District's major governmental funds reported a combined fund
balance of $6,085,933, an increase of $161,742 over the prior year. Of this amount, there was $12,669
of nonspendable amounts related to prepaid expenses, $3,603,055 assigned to capital acquisitions,
and $1,387,574 assigned to system construction. The remaining $1,082,635 constitutes unassigned
fund balance, which is available for spending at the District’s discretion.

Significant Changes in Major Governmental Fund Balances

e General Fund: The 18.9% increase in total fund balance can be attributed to increased sewer
usage.

e Construction Fund: Amounts assigned to system construction increased 9.9% due to the repair
of the inflow and infiltration systems.

Analysis of Revenues and Expenditures

Combined revenues for the fiscal year totaled $1,733,749, compared to the prior year total of
$1,605,587, which is an increase of 8.0%. Combined expenditures for the fiscal year totaled
$1,544,544, compared to the prior year total of $932,303, which is an increase of 65.7%. The table
below presents a comparison of revenues and expenditures by category for the years ended June 30,
2019 and 2018.

2019 2018
Revenues
Charges for services $ 1,540,870 $ 1,477,167
Connection charges 2,905 2,709
STE charges 17,971 14,501
Investment earnings 161,999 103,542
Miscellaneous 10,004 7,668
Total revenues 1,733,749 1,605,687
Expenditures
Current
Personnel services 241,258 229,944
Materials and services 822,736 650,073
Capital outlay 480,550 52,286
Total expenditures 1,544 544 932,303
Excess (deficiency) of revenues over (under) expenditures $ 189,205 $ 673,284
CAPITAL ASSETS

The District’s investment in capital assets for its governmental activities as of June 30, 2019 amounted
to $2,879,682, net of accumulated depreciation, which is an increase from the prior year of 11.8%. This
investment in capital assets includes land, construction in progress, computer equipment, buildings and
improvements, and infrastructure and operating equipment.



HARBOR SANITARY DISTRICT
Brookings, Oregon

MANAGEMENT’'S DISCUSSION AND ANALYSIS

The total depreciation related to the District’s investment in capital assets for the current fiscal year was
$169,781.

Additional information on the District’s capital assets can be found in Note 11I-B on pages 26 through 27
of this report.

BUDGETARY HIGHLIGHTS

Budget amounts shown in the financial statements reflect the original budget amounts and one
approved appropriation transfer.

The table below compares revenues and expenditures of the District to budgeted amounts used by the
District to monitor performance during the year. The overall change in fund balances was budgeted at a
net decrease of $5,646,955. Total actual revenues exceeded total expenditures by $189,205. The
favorable variance of $5,836,160 can be attributed to expenditures being less than anticipated.

Variance with

Final Final Budget
Budget Actual Over (Under)
Revenues
Charges for services $ 1,336,000 $ 1,540,870 $ 204,870
Connection charges 2,500 2,905 405
STE charges 17,965 17,971 6
Investment earnings 59,800 161,999 102,199
Miscellaneous 5,500 10,004 4,504
Total revenues 1,421,765 1,733,749 311,984
Expenditures
Current
Personnel services 334,000 241,258 (92,742)
Materials and services 2,603,340 822,736 (1,780,604)
Capital outlay 3,979,380 480,550 (3,498,830)
Contingency 152,000 - (152,000)
Total expenditures 7,068,720 1,544,544 (5,524,176)
Excess (deficiency) of revenues
over (under) expenditures (5,646,955) 189,205 5,836,160
Other financing sources (uses)
Transfers in 565,000 565,000 -
Transfers out (565,000) (565,000) -
Total other financing sources (uses) - - -
Net change in fund balances (5,646,955) 189,205 5,836,160
Fund balances - beginning 5,673,000 6,281,378 608,378
Fund balances - ending $ 26,045 $ 6,470,583 $ 6,444,538




HARBOR SANITARY DISTRICT
Brookings, Oregon

MANAGEMENT’S DISCUSSION AND ANALYSIS

Significant Budgetary Variances: General Fund

e Investment earnings were budgeted for $10,000. Actual revenues were $26,464 (164.6% over
budget) due to an increase in interest rate by the Local Government investment Pool.

e Miscellaneous revenues were budgeted for $5,500. Actual revenues were $7,203 (31.0% over
budget) due to revenue and capital credits receipts from Coos-Curry Electric Cooperative.

e Expenditures for personnel services were budgeted for $334,000. Actual expenditures were
$241,258 (27.8% under budget). The District consistently budgets for the potential of employees
leaving, which could result in payouts of earned leave.

« Expenditures for materials and services were budgeted for $1,201,220. Actual expenditures
were $586,377 (51.2% under budget). The District consistently budgets high due to negotiations
with the City of Brookings regarding sewer treatment rates not being settled.

KEY ECONOMIC FACTORS AND BUDGET INFORMATION FOR THE FUTURE

At the time these financial statements were prepared and audited, the District was not aware of any
circumstances that could significantly affect its future financial health.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the District’s finances for all those with
an interest. Questions concerning any of the information provided in this report or requests for
additional information should be addressed to: Harbor Sanitary District, Finance Department, P.O. Box
2457, Brookings, Oregon 97415.

10
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HARBOR SANITARY DISTRICT
Brookings, Oregon

STATEMENT OF NET POSITION

June 30, 2019

ASSETS
Current assets
Cash and cash equivalents
Accounts receivable
Prepaid expenses

Total current assets

Restricted assets
Cash and cash equivalents

Capital assets
Land
Construction in progress
Capital assets, net of accumulated depreciation

Total capital assets
Total assets

LIABILITIES
Current liabilities
Accounts payable
Accrued liabilities
Unearned revenue

Total current liabilities

Noncurrent liabilities
Compensated absences

Total liabilities

NET POSITION
Investment in capital assets
Restricted for systems development
Unrestricted

Total net position

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

11

Governmental
Activities

$ 6,106,838
10,787
12,669

6,130,294

384,650

66,411
18,669
2,794,602
2,879,682

——— e,

9,394,626

13,417
13,796
17,148

44,361

44,322
88,683
2,879,682
384,650
6,041,611

$ 9,305,943



HARBOR SANITARY DISTRICT
Brookings, Oregon

STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2019

Net (Expense)
Revenue and
Changes in
Program Revenues Net Position
Operating Capital
Charges for Grants and Grants and Governmental
Functions/Programs Expenses Services Contributions Contributions Activities
Governmental activities
Wastewater collection $ 1,243,481 $ 1543775 % - $ 17,971 $ 318,265
General revenues
Investment earnings 161,999
Miscellaneous 10,004
Total general revenues 172,003
Change in net position 490,268
Net position - beginning, as restated 8,815,675
Net position - ending $ 9,305,943

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

12



Nonmajor

Governmental
Fund Total
HSD Systems  Governmental
Development Funds
$ 384,650 $ 6,491,488
- 10,787
- 12,669
$ 384,650 $ 6,514,944
$ - 13417
- 13,796
- 17,148
- 44,361
- 12,669
384,650 384,650
- 4,990,629
- 1,082,635
384,650 6,470,583
$ 384,650 $ 6514944

13



HARBOR SANITARY DISTRICT
Brookings, Oregon

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCES
TO NET POSITION OF GOVERNMENTAL ACTIVITIES

For the Year Ended June 30, 2019

Total fund balances $ 6,470,583

Capital assets are not financial resources and are therefore not reported in
the governmental funds:

Cost 6,931,455
Accumulated depreciation (4,051,773) 2,879,682

Liabilities not payable in the current year are not reported as governmental
fund liabilities. These liabilities consist of:

Compensated absences payable (44,322)
Net position of governmental activities $ 9,305,943

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

14



Nonmajor

Governmental
Fund Total
HSD Systems  Governmental
Development Funds
$ - $ 1,540,870
- 2,905
17,971 17,971
9,492 161,999
- 10,004
27,463 1,733,749
- 241,258
- 822,736
- 480,550
- 1,544,544
27,463 189,205
- 565,000
- (565,000)
27,463 189,205
357,187 6,281,378
$ 384,650 $ 6,470,583




HARBOR SANITARY DISTRICT
Brookings, Oregon

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2019

Net change in fund balances $ 189,205

Amounts reported for governmental activities in the statement of activities
are different because:

Governmental funds report capital outlay as expenditures; however, in the
statement of activities, the costs of these assets are allocated over their
estimated useful lives and reported as depreciation expense. This is the
amount by which capital outlays exceeded depreciation in the current

period.
Expenditures for capital assets 474,099
Less current year depreciation (169,781) 304,318

Some expenses reported in the statement of activities do not require the
use of current financial resources and are therefore not reported as
expenditures in the governmental funds.

Compensated absences (3,255)
Change in net position $ 490,268

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

16
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HARBOR SANITARY DISTRICT
Brookings, Oregon

NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of Harbor Sanitary District have been prepared in accordance with
generally accepted accounting principles (GAAP) as applied to governmental units. The
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles. The more significant of the
District's accounting policies are described below.

A. Reporting Entity

Harbor Sanitary District was formed in 1971 to provide sewer services to the unincorporated area
known as Harbor, located in southern Curry County, Oregon. The District is currently governed by a
five-member board of directors elected from the District at large. Each member is elected to a four-
year term.

B. Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position and the statement of
activities) report information on all of the activities of the District.

The statement of activities demonstrates the degree to which the direct expenses of a given
function are offset by program revenues. Direct expenses are those that are clearly identifiable with
a specific function. Program revenues include: (1) charges for goods and services provided by a
given function and (2) grants and contributions that are restricted to meeting the operational or
capital requirements of a particular function. ltems not properly included among program revenues
are reported instead as general revenues.

Individual governmental funds are reported as separate columns in the fund financial statements.
C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when earned and
expenses are recorded when incurred, regardless of the timing of the related cash flows. Grants
and similar items are recognized as revenue as soon as all eligibility requirements imposed by the
provider have been met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as
soon as they are both measurable and available. Revenues are considered to be available when
they are collectible within the current period or soon enough thereafter to pay liabilities of the
current period. For this purpose, the District considers revenues to be available if they are collected
within 60 days of the end of the current fiscal period. Expenditures are generally recorded when a
liability is incurred, as under accrual accounting; however, expenditures related to compensated
absences are recorded only when payment is due.

17



HARBOR SANITARY DISTRICT
Brookings, Oregon

NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation (Continued)
Investment earnings and charges for services associated with the current fiscal period are all
considered to be susceptible to accrual and have therefore been recognized as revenues of the
current fiscal period. All other revenue items are considered to be measurable and available only
when cash is received by the District.
The District reports the following major governmental funds:

General Fund — The General Fund is the District's primary operating fund. It accounts for all

financial resources of the District except for those required to be accounted for in another fund.

The primary source of revenue is charges for services.

Capital Projects Funds

Capital Projects Fund — The Capital Projects Fund accounts for the revenues and expenditures
associated with the purchase, construction, and major repair of capital assets. The primary
sources of revenue are investment earnings and transfers from other funds.

Construction Fund — The Construction Fund accounts for the acquisition and construction of
major capital facilities. The primary sources of revenue are connection charges, investment
earnings, and transfers from other funds.

The District also reports the following nonmajor governmental fund:

Capital Projects Fund

HSD Systems Development Fund — The HSD Systems Development Fund accounts for added
capacity. The primary sources of revenue are sewer treatment expansion charges and
investment earnings.

As a general rule, the effect of interfund activity has been eliminated from the government-wide
financial statements.

Amounts reported as program revenues include: (1) charges to customers or applicants for goods,
services, or privileges provided; (2) operating grants and contributions; and (3) capital grants and
contributions, including special assessments. Internally dedicated resources are reported as
general revenues rather than as program revenues.

18



HARBOR SANITARY DISTRICT
Brookings, Oregon

NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2019
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation (Continued)

When both restricted and unrestricted resources are available for use, it is the District’s policy to
use restricted resources first, then unrestricted resources as they are needed. Furthermore,
committed fund balances are reduced first, followed by assigned amounts, and then unassigned
amounts when expenditures are incurred for purposes for which amounts in any of those
unrestricted fund balance classifications can be used.

D. Assets, Liabilities, and Equity
1. Deposits and Investments

The District's 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.

State statutes authorize the District to invest in legally issued general obligations of the United
States, the agencies and instrumentalities of the United States and the states of Oregon,
Washington, Idaho, or California, certain interest-bearing bonds, time deposit open accounts,
certificates of deposit, and savings accounts in banks, mutual savings banks, and savings and
loan associations that maintain a head office or a branch in this state in the capacity of a bank,
mutual savings bank, or savings and loan association, and share accounts and savings
accounts in credit unions in the name of, or for the benefit of, a member of the credit union
pursuant to a plan of deferred compensation.

2. Accounts Receivable

Accounts receivable are recorded as revenue when earned. No allowance for uncollectible
accounts has been established, as management has determined that receivables are nearly
100% collectible.

3. Capital Assets

Capital assets, which include property, plant, and equipment, are reported in the government-
wide financial statements. Capital assets are defined by the District as assets with an initial,
individual cost of more than $5,000 and an estimated useful life in excess of one year. Such
assets are recorded at historical cost or estimated historical cost where no historical records
exist. Donated capital assets are recorded at estimated fair market value at the date of
donation.

19



HARBOR SANITARY DISTRICT
Brookings, Oregon

NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D. Assets, Liabilities, and Equity (Continued)

3. Capital Assets (Continued)

The costs of normal maintenance or repairs that do not add to the value of an asset or
materially extend its life are charged to expenditures as incurred and are not capitalized.

Major capital outlays for capital assets and improvements are capitalized as projects are
constructed.

Property, plant, and equipment of the District are depreciated using the straight-line method
over the following estimated useful lives:

Assets Years
Computers 5-7

Infrastructure and operating equipment 5-25
Buildings and improvements 5-50

4. Compensated Absences

Amounts of vested or accumulated vacation and sick leave that are expected to be liquidated
with expendable available financial resources are reported as expenditures when paid. Amounts
of vested or accumulated vacation and sick leave that are not expected to be liquidated with
expendable available financial resources are reported as long-term liabilities on the statement of
net position.

5. Retirement Plan

District employees patrticipate in a deferred compensation plan under Section 457 of the Internal
Revenue Code of 1986, as amended. Employees are eligible to participate upon employment
and may make pre-tax contributions by salary reduction, subject to Internal Revenue Service
limits.

Effective July 1, 2016, for those employees who are not employed pursuant to a written
employment contract with Harbor Sanitary District, the District shall contribute 10% of such an
employee’s annual salary to the Section 457 deferred compensation plan established through
the District.

For those employees employed pursuant to a written employment contract with Harbor Sanitary

District, the District shall contribute a percentage of such an employee’s annual salary to the
Section 457 deferred compensation plan as specified in the employment contract.
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HARBOR SANITARY DISTRICT
Brookings, Oregon

NOTES TO BASIC FINANCIAL STATEMENTS

June 30, 2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D. Assets, Liabilities, and Equity (Continued)

5. Retirement Plan (Continued)

Effective July 1, 2016, Harbor Sanitary District adopted 100% vesting for the Section 457
deferred compensation plan for those employees not enrolled in the plan on June 29, 2016
based on time of service with the District.

6. Fund Equity

The District reports fund equity in accordance with GASB Statement No. 54, Fund Balance
Reporting and Governmental Fund Type Definitions. The following classifications describe the
relative strength of the spending constraints:

Nonspendable fund balance — amounts that are in nonspendable form (such as
inventory) or are required to be maintained intact.

Restricted fund balance — amounts constrained to specific purposes by their providers
(such as grantors, bondholders, and higher levels of government), through constitutional
provisions, or by enabling legislation.

Committed fund balance — amounts constrained to specific purposes by the District
itself, using its highest level of decision-making authority (i.e., board of directors). To be
reported as committed, amounts cannot be used for any other purpose unless the
District takes the same highest level action to remove or change the constraint.

Assigned fund balance — amounts the District intends to use for a specific purpose.
Intent can be expressed by the board of directors or by an official or body to which the
board of directors delegates the authority.

Unassigned fund balance — amounts that are available for any purpose. Positive
amounts are reported only in the General Fund.

Commitment of fund balance is accomplished through adoption of a resolution or ordinance by
the board of directors. Further, commitments of fund balance may be modified or rescinded only
through approval of the board of directors via resolution or ordinance. Authority to assign fund
balances has been granted to the District Manager.

The District has not formally adopted a minimum fund balance policy.
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HARBOR SANITARY DISTRICT
Brookings, Oregon

NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2019
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
D. Assets, Liabilities, and Equity (Continued)
7. Loss Contingencies

Certain conditions may exist as of the date the financial statements are issued that may result in
a loss to the District, but will only be resolved when one or more future events occur or fail to
occur. The District's management and its legal counsel assess such contingent liabilities, and
such assessment inherently involves an exercise of judgment. In assessing loss contingencies
related to legal proceedings that are pending against the District or unasserted claims that may
result in such proceedings, the District’'s legal counsel evaluates the perceived merits of any
legal proceedings or unasserted claims, as well as the perceived merits of the amount of relief
sought or expected to be sought therein.

If the assessment of a contingency indicates that it is probable that a material loss has been
incurred and the amount of the liability can be estimated, then the estimated liability would be
accrued in the District's financial statements. If the assessment indicates that a potentially
material loss contingency is not probable but is reasonably possible, or is probable but cannot
be estimated, then the nature of the contingent liability, together with an estimate of the range of
possible loss if determinable and material, would be disclosed.

Loss contingencies considered remote are generally not disclosed unless they involve
guarantees, in which case the nature of the guarantee would be disclosed.

E. Use of Estimates

The preparation of financial statements in accordance with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that
affect certain reported amounts and disclosures; accordingly, actual results could differ from those
estimates.

STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

A. Budgetary Information

The District budgets all funds in accordance with the requirements of state law. Annual appropriated

budgets are adopted for the general and capital projects funds. All funds are budgeted on the
modified accrual basis of accounting.
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HARBOR SANITARY DISTRICT
Brookings, Oregon

NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2019
STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY (Continued)
A. Budgetary Information (Continued)

The District begins its budgeting process by appointing budget committee members. The budget
officer prepares a budget, which is reviewed by the budget committee. The budget is then published
in proposed form and is presented at public hearings to obtain taxpayer comments and approval
from the budget committee. The budget is legally adopted by the board of directors by resolution
prior to the beginning of the District’s fiscal year. The board resolution authorizing appropriations for
each fund sets the level by which expenditures cannot legally exceed appropriations. Total
personnel services, materials and services, debt service, capital outlay, and contingency are the
levels of control established by the resolution. The detailed budget document, however, is required
to contain more specific detailed information for the aforementioned expenditure categories and
management may revise the detailed line item budgets within appropriation categories. Unexpected
additional resources may be added to the budget through the use of a supplemental budget and
appropriation resolution. Supplemental budgets less than 10% of a fund’s original budget may be
adopted by the board of directors at a regular board meeting. A supplemental budget greater than
10% of a fund’s original budget requires hearings before the public, publication in newspapers, and
approval by the board of directors. Original and supplemental budgets may be modified by the use
of appropriation transfers between the levels of control. Such transfers require approval by the
board of directors. During the year, there were no supplemental budgets. The District does not use
encumbrances and appropriations lapse at year-end.

Budget amounts shown in the financial statements reflect the original budget amounts and one
approved appropriation transfer.

DETAILED NOTES ON ALL FUNDS AND ACCOUNT GROUPS
A. Deposits and Investments

Harbor Sanitary District maintains a cash and cash equivalents pool that is available for use by all
funds. Each fund type's portion of this pool is displayed on the fund financial statements as cash
and cash equivalents. Interest earned on pooled cash and investments is allocated to participating
funds based upon their combined cash and investment balances.

Investments, including amounts held in pooled cash and investments, are stated at fair value. In
accordance with Governmental Accounting Standards Board (GASB) Statement No. 72, Fair Value
Measurement and Application, investments with a remaining maturity of more than one year at the
time of purchase are stated at fair value. Fair value is determined at the quoted market price, if
available; otherwise, the fair value is estimated based on the amount at which the investment could
be exchanged in a current transaction between willing parties, other than a forced liquidation sale.
Investments in the State of Oregon Local Government Investment Pool (LGIP) are stated at fair
value.
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HARBOR SANITARY DISTRICT
Brookings, Oregon

NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2019
lll. DETAILED NOTES ON ALL FUNDS AND ACCOUNT GROUPS (Continued)
A. Deposits and Investments (Continued)

The Oregon State Treasury administers the LGIP. The LGIP is an open-ended, no-load, diversified
portfolio offered to any agency, political subdivision, or public corporation of the state that by law is
made the custodian of, or has control of, any fund. The LGIP is commingled with the State’s short-
term funds. To provide regulatory oversight, the Oregon Legislature established the Oregon Short-
Term Fund Board and LGIP investments are approved by the Oregon Investment Council. The fair
value of the District’s position in the LGIP is the same as the value of the pool shares.

Credit Risk

Oregon statutes authorize the District to invest in obligations of the U.S. Treasury and U.S.
agencies, bankers’ acceptances, repurchase agreements, commercial paper rated A-1 by Standard
& Poor’'s Corporation or P-1 by Moody’s Commercial Paper Record, and the Local Government

Investment Pool. The District has not adopted a formal policy regarding credit risk; however,
investments comply with state statutes.

Investments

As of June 30, 2019, the District had the following investments:

Credit Quality
Rating Maturities Fair Value
Oregon Local Government Investment Pool Unrated - $ 6,450,239

Interest Rate Risk

The District does not have a formal policy that limits investment maturities as a means of managing
its exposure to fair value losses arising from increases in interest rates.

Concentration of Credit Risk

The District does not have a formal policy that places a limit on the amount that may be invested in
any one insurer. 100 percent of the District’s investments are in the Oregon Local Government
Investment Pool.

Custodial Credit Risk — Investments

This is the risk that, in the event of the failure of a counterparty, the District will not be able to
recover the value of its investments that are in the possession of an outside party. The District does
not have a policy that limits the amount of investments that can be held by counterparties.
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June 30, 2019

lil. DETAILED NOTES ON ALL FUNDS AND ACCOUNT GROUPS (Continued)
A. Deposits and Investments (Continued)

Custodial Credit Risk — Deposits

This is the risk that, in the event of a bank failure, the District’s deposits may not be returned. All
District deposits not covered by Federal Depository Insurance Corporation (FDIC) insurance are
covered by the Public Funds Collateralization Program (PFCP) of the State of Oregon, organized in
accordance with ORS 295. The PFCP is a shared liability structure for participating bank
depositories. Barring any exceptions, a bank depository is required to pledge collateral valued at a
minimum of 10% of their quarter-end public fund deposits if they are considered well capitalized,
25% of their quarter-end public fund deposits if they are considered adequately capitalized, or
110% of their quarter-end public fund deposits if they are considered undercapitalized or assigned
to pledge 110% by the Office of the State Treasurer. In the event of a bank failure, the entire pool of
collateral pledged by all qualified Oregon public funds bank depositories is available to repay
deposits of public funds of government entities.

The District holds an account at US Bank, for which the FDIC provides insurance coverage of
$250,000 for demand deposit accounts and an additional $250,000 for time and savings accounts.
At June 30, 2019, the District’s total deposits of $46,250 were insured by the FDIC.

Deposits

The District’s deposits and investments at June 30, 2019 are as follows:

Cash on hand $ 200
Checking accounts 41,049
Total investments 6,450,239

Total deposits and investments $ 6,491,488

Cash and investments by fund:

Governmental activities - unrestricted

General Fund $ 1,115,391
Capital Projects Fund 3,603,055
Construction Fund 1,388,392
Total governmental activities - unrestricted 6,106,838
Governmental activities - restricted
HSD Systems Development Fund 384,650
Total cash and investments $ 6,491,488

Restricted cash of $384,650 reported in the HSD Systems Development Fund at June 30, 2019
represents monies restricted for future sewer treatment expansion improvements.
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NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2019

lll. DETAILED NOTES ON ALL FUNDS AND ACCOUNT GROUPS (Continued)
B. Capital Assets

Capital asset activity for the year ended June 30, 2019 was as follows.

Beginning
Balance, Ending
As Restated Increases Decreases Balance
Governmental activities
Capital assets not being depreciated
Land $ 1,000 $ 65411 § - $§ 66411
Construction in progress 141,387 408,688 (531,406) 18,669
Total capital assets being depreciated 142,387 474,099 (5631,406) 85,080
Capital assets being depreciated
Computer equipment 6,853 - < 6,853
Buildings and improvements 2,170,272 522,126 - 2,692,398
Infrastructure and operating equipment 4,137,844 9,280 - 4,147,124
Total capital assets being depreciated 6,314,969 531,406 - 6,846,375
Less accumulated depreciation for
Computer equipment (6,853) - - (6,853)
Buildings and improvements (890,125) (83,700) - (973,825)
Infrastructure and operating equipment (2,985,014) (86,081) - (3,071,095)
Total accumulated depreciation (3,881,992) (169,781) - (4,051,773)
Total capital assets being depreciated, net 2,432,977 361,625 - 2,794,602
Governmental activities capital assets, net $2,575,364 $ 835,724 $(531,406) $2,879,682
Capital assets are reported on the statement of net position as follows:
Capital Accumulated Net Capital
Assets Depreciation Assets
Governmental activities
Land $ 66,411 $ - $ 66,411
Construction in progress 18,669 - 18,669
Computer equipment 6,853 (6,853) -
Buildings and improvements 2,692,398 (973,825) 1,718,573
Infrastructure and operating equipment 4,147,124 (3,071,095) 1,076,029
Total governmental capital assets $ 6,931,455 $ (4,051,773) $ 2,879,682
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June 30, 2019
lil. DETAILED NOTES ON ALL FUNDS AND ACCOUNT GROUPS (Continued)
B. Capital Assets (Continued)
Depreciation expense was charged to the functions/programs of the District as follows:

Governmental activities
Wastewater collection $ 169,781

C. Interfund Transfers

Operating transfers are reflected as other financing sources (uses) in the governmental funds.
Interfund transfers during the year consisted of:

Transfers in:

Capital

Projects Construction

Fund Fund Total
Transfers out:
General Fund $ 240,000 $ 325,000 $ 565,000

The primary purposes of the interfund transfers in were to fund engineering and construction
expenditures for infrastructure improvement projects.

D. Compensated Absences

The following is a summary of compensated absences transactions for the year:

Beginning Ending
Balance Additions Reductions Balance
Compensated absences 3 41,067 $ 3,255 $ - $ 44 322

The General Fund has traditionally been used to liquidate compensated absences liabilities.
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lll. DETAILED NOTES ON ALL FUNDS AND ACCOUNT GROUPS (Continued)

E. Constraints on Fund Balances

Constraints on fund balances reported on the balance sheet are as follows:

Nonmajor
Governmental
Capital Fund Total
General Projects Construction HSD Systems Governmental
Fund Fund Fund Development Funds
Fund balances:
Nonspendable - prepaids $ 12669 $ - $ - $ - $ 12,669
Restricted for:
Systems development - - - 384,650 384,650
Assigned to:
Capital acquisitions - 3,603,055 - - 3,603,055
System construction - - 1,387,574 - 1,387,574
Unassigned 1,082,635 - - - 1,082,635
Total fund balances $ 1095304 $ 3603055 $ 1387574 $ 384,650 $ 6,470,583

IV. OTHER INFORMATION

A. Risk Management

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction
of assets; errors and omissions; and natural disasters for which the District carries commercial
insurance. There was no significant reduction in insurance coverage from the previous year. There
were no insurance settlements exceeding insurance coverage in any of the past three years.

B. Deferred Compensation Plan

Eligible employees of the District participate in an employer-sponsored deferred compensation plan
under Section 457 of the Internal Revenue Code of 1986, as amended. Full-time employees are
considered eligible to participate after a six-month probationary period. Benefits under this plan are
fully and immediately vested from an employee’s first day of participation. The District has
contracted Variable Annuity Life and Insurance Company (VALIC) to provide the administrative
services for those amounts of deferred compensation under the plan in which employees have
invested. Employees have the freedom to make pre-tax contributions by salary reduction subject to
Internal Revenue Service limits and to select the investment options in which they are investing. For
full-time employees, the District makes an employer contribution totaling 10% of gross salary.
Those employees who have been employed for five or more continuous years are eligible for an
additional 0.50% for each additional year of employment. Employer contributions to the plan totaled
$15,215, $13,191, and $12,117 for the years ended June 30, 2019, 2018, and 2017, respectively.
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IV. OTHER INFORMATION (Continued)
C. Restatement

To correct misstatements of beginning balances of capital assets, the District restated beginning net
position for governmental activities as follows:

Governmental

Activities
Net position - beginning, as originally reported $ 8,858,304
Capital asset balance adjustment (42,629)
Net position - beginning, as restated $ 8,815,675

D. Tax Abatements

The District has adopted GASB Statement No. 77, Tax Abatement Disclosures. The District had no
tax abatements for the year ended June 30, 2019.

E. New Pronouncements

The Governmental Accounting Standards Board (GASB) has issued the following pronouncements
that have future effective dates that will impact future financial presentations. Management has not
currently determined what impact implementation of the following statements will have on future
financial statements.

GASB Statement No. 84, Fiduciary Activities, will be effective for the District beginning with its fiscal
year ending June 30, 2020. This statement improves guidance regarding the identification of
fiduciary activities for accounting and financial reporting purposes and how those activities should
be reported.

GASB Statement No. 87, Leases, will be effective for the District beginning with its fiscal year
ending June 30, 2021. The objective of this statement is to better meet the information needs of
financial statement users by improving accounting and financial reporting of leases by
governments.

GASB Statement No. 89, Accounting for Interest Cost Incurred before the End of a Construction
Period, will be effective for the District beginning with its fiscal year ending June 30, 2021. The
objective of this statement is to simplify accounting for interest costs incurred before the end of a
construction period, and enhance the relevance and comparability of capital asset information.

F. Subsequent Events

Management has evaluated subsequent events through December 2, 2019, which was the date that
the financial statements were available to be issued.

29



REQUIRED SUPPLEMENTARY INFORMATION



HARBOR SANITARY DISTRICT
Brookings, Oregon

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

BUDGET AND ACTUAL

GENERAL FUND

For the Year Ended June 30, 2019

REVENUES
Charges for services
Investment earnings
Miscellaneous

Total revenues

EXPENDITURES
Current
Personnel services
Materials and services
Capital outlay
Contingency

Total expenditures

Excess (deficiency) of revenues
over (under) expenditures

OTHER FINANCING SOURCES (USES)
Transfers out

Net change in fund balance

Fund balance - beginning

Fund balance - ending

Variance with Actual
Original Final Final Budget GAAP
Budget Budget Over (Under) Basis
$ 1,336,000 $ 1,336,000 $ 204,870 $ 1,540,870
10,000 10,000 16,464 26,464
5,500 5,500 1,703 7,203
1,351,500 1,351,500 223,037 1,674,637
334,000 334,000 (92,742) 241,258
1,197,220 1,201,220 (614,843) 586,377
22,000 22,000 (22,000) -
75,000 71,000 (71,000) -
1,628,220 1,628,220 (800,585) 827,635
(276,720) (276,720) 1,023,622 746,902
{(565,000) (565,000) - {565,000)
(841,720) (841,720) 1,023,622 181,902
850,000 850,000 63,402 913,402
$ 8,280 $ 8,280 $ 1,087,024 $ 1,095,304
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HARBOR SANITARY DISTRICT
Brookings, Oregon

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

CAPITAL PROJECTS FUND

For the Year Ended June 30, 2019

REVENUES
Investment earnings
Miscellaneous

Total revenues

EXPENDITURES
Current
Materials and services
Capital outlay
Contingency

Total expenditures

Excess (deficiency) of revenues over (under) expenditures

OTHER FINANCING SOURCES (USES)
Transfers in

Net change in fund balance

Fund balance - beginning

Fund balance - ending
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Original and Variance with Actual
Final Final Budget GAAP
Budget Over (Under) Basis
$ 35,000 $ 57,754 $ 92,754
- 2,801 2,801
35,000 60,555 95,555
120 (118) 2
3,612,380 (3,131,830) 480,550
56,000 (56,000) -
3,668,500 (3,187,948) 480,552
(3,633,500) 3,248,503 (384,997)
240,000 - 240,000
(3,393,500) 3,248,503 (144,997)
3,400,000 348,052 3,748,052
$ 6,500 $ 3,596,555 $ 3,603,055




HARBOR SANITARY DISTRICT
Brookings, Oregon

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

CONSTRUCTION FUND

For the Year Ended June 30, 2019

REVENUES
Connection charges
Investment earnings

Total revenues

EXPENDITURES
Current
Materials and services
Capital outlay
Contingency

Total expenditures

Excess (deficiency) of revenues over (under) expenditures

OTHER FINANCING SOURCES (USES)
Transfers in

Net change in fund balance

Fund balance - beginning

Fund balance - ending
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Original and Variance with Actual
Final Final Budget GAAP
Budget Over (Under) Basis
$ 2,500 $ 405 $ 2,905
10,000 23,289 33,289
12,500 23,694 36,194
1,331,990 (1,095,633) 236,357
50,000 (50,000) -
25,000 {(25,000) -
1,406,990 (1,170,633) 236,357
(1,394,490) 1,194,327 (200,163)
325,000 - 325,000
(1,069,490) 1,194,327 124,837
1,075,000 187,737 1,262,737
3 5,510 $ 1,382,064 $ 1,387,574




HARBOR SANITARY DISTRICT
Brookings, Oregon

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

BUDGET AND ACTUAL

HSD SYSTEMS DEVELOPMENT FUND

For the Year Ended June 30, 2019

Original and Variance with Actual
Final Final Budget GAAP
Budget Over (Under) Basis
REVENUES
STE charges $ 17,965 $ 6 $ 17,971
Investment earnings 4,800 4,692 9,492
Total revenues 22,765 4,698 27,463
EXPENDITURES
Current
Materials and services 70,010 (70,010) -
Capital outlay 295,000 {295,000) -
Total expenditures 365,010 (365,010) -
Excess (deficiency) of revenues over (under) expenditures (342,245) 369,708 27,463
Fund balance - beginning 348,000 9,187 357,187
Fund balance - ending $ 5,755 $ 378,895 $ 384,650
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KOONTZ,BLASQUEZ

ASSOCIATES, P.C

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT
REQUIRED BY OREGON STATE REGULATIONS

Board of Directors
Harbor Sanitary District
Brookings, Oregon 97415

We have audited the basic financial statements of Harbor Sanitary District as of and for the year ended
June 30, 2019, and have issued our report thereon dated December 2, 2019. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America.

Compliance

As part of obtaining reasonable assurance about whether Harbor Sanitary District’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 162-010-0000 through 162-010-0320 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 procedures to the extent we considered necessary to address the required comments
and disclosures, which included, but were not limited to, the following:

Accounting records

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

Insurance and fidelity bonds in force or required by law

Programs funded from outside sources

Authorized investment of surplus funds (ORS Chapter 294)

Public contracts and purchasing (ORS Chapters 279A, 279B, 279C)
Accountability for collecting or receiving money by elected officials

In connection with our testing, nothing came to our attention that caused us to believe the District was
not in substantial compliance with certain provisions of laws, contracts, and grants, including the
provisions of Oregon Revised Statutes, as specified in Oregon Administrative Rules 162-010-0000
through 162-010-0320 of the Minimum Standards for Audits of Oregon Municipal Corporations.

920 Elm Street SW + P.O. Box 605 * Albany, Oregon 97321
(541) 926-5543 + (541) 967-9460 fax



OAR 162-010-0230 Internal Control

In planning and performing our audit, we considered Harbor Sanitary District’'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 Harbor Sanitary District’s internal control over financial reporting. Accordingly, we do
not express an opinion on the effectiveness of Harbor Sanitary District’s internal control over financial
reporting. However, we noted certain matters that we have reported to management of the District in a
separate letter dated December 2, 2019.

The District does not have any elected officials collecting or receiving money.
This report is intended solely for the information and use of the board of directors and management of
Harbor Sanitary District and the Oregon Secretary of State and is not intended to be and should not be

used by anyone other than these parties.

Koontz, Blasquez & Associates, P.C.

By: \WM(L @%W

DeBra L. Blasquez, CPA

Albany, Oregon
December 2, 2019
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