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. CERTIFIED PUBLIC ACCOUNTANTS %
- & BUSINESS ADVISORS

To the Board of Commissioners
Rogue Valley Sewer Services
Central Point, Oregon

INDEPENDENT AUDITORS' REPORT

We have audited the accompanying financial statements of the business type activities
of Rogue Valley Sewer Services, (“the District”) Jackson County, Oregon, as of and for
the years ended June 30, 2009 and 2008, as listed in the table of contents. These
financial statements are the responsibility of the District's management. Our
responsibility is to express an opinion on these financial statements based on our audits. -

We conducted our audits 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 of
material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred {o above present fairly, in all material
respects, the financial position of Rogue Valley Sewer Services, Jackson County,

. Oregon, at June 30, 2009 and 2008 and the changes in financial position and cash flows
for the years then ended, in conformity with accounting principles generally accepted in
the United States of America.

The 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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Our audit was conducted for the purpose of forming an opinion on the basic financial
statements of Rogue Valley Sewer Services, Jackson County, Oregon. The introductory
section, statistical section and supplementary information as listed in the table of
contents are presented for purposes of additional analysis and are not a required part of
the basic financial statements. The supplementary information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated in all material respects, in relation to the basic financial
statements taken as a whole. The introductory section and statistical section have not
been subjected to the auditing procedures applied in the audit of the basic financial
statements and, accordingly, we express no opinion on them.

Isler CPA

Pul R Nl o

by Paul Nielson, a member of the firm
Eugene, Oregon
November 4, 2009



ROGUE VALLEY SEWER SERVICES
Management’s Discussion and Analysis

As management of the Rogue Valley Sewer Services (District), we offer readers of the District’s financial
statements this narrative overview and analysis of the financial activities of the District for the fiscal year
ended June 30, 2009. We encourage readers to consider the information presented here in conjunction with
additional information that we have furnished in our letter of transmittal, which can be found on pages i to iv of
this report.

Financial Highlights

e At June 30, 2009, District assets exceeded it liabilities by $78,466,744.

e The District has $73,882,040 invested in capital assets, net of accumulated depreciation and related
debt.

e Increase in net assets for the year was $719,699.

Overview of the Financial Statements
This discussion and analysis are intended to serve as an introduction to the District’s basic financial statements.

The District is a self-supporting entity and follows enterprise fund reporting. Accordingly, the financial statements
are presented using the economic resources measurement focus and the accrual basis of accounting. The
District’'s annual report consists of the Statement of Net Assets, the Statement of Revenues, Expenses and
Changes in Net Assets and the Statement of Cash Flows. The Statement of Net Assets presents the current and
long-term portions of assets and liabilities separately and may provide a useful indicator of whether the financial
position if the District is improving or deteriorating. The Statement of Revenues, Expenses and Changes in Net
Assets presents information showing how the District’'s assets changed as a result of current years operations.
Regardless of when cash is affected, all changes in net assets are reported when the underlying transactions
occur. As a result, there are transactions included that do not affect cash until future fiscal periods. The Statement
of Cash Flows presents information showing how the District's cash changed as a result of current year
operations. The cash flow statement is prepared using the direct method and includes the reconciliation of
operating income to net cash provided by operating activities (indirect method) as required by GASB 34.
Budgetary schedules are included later in the financial report.

The notes to the financial statements provide additional information that are essential to a complete
understanding of the data provided in the financial statements.



Financial Summary

The following schedule presents a summary of revenues, expenses and increase in net assets for the District
for the fiscal year ended June 30, 2009 and the amount and percentage change from the prior year:

Changes in Net Assets

2009 2008 2007 Change
Operating Revenues Amount Amount Amount 2008 - 2009 %
Sewer Service Fees $5,827,083 $5,868,270 $5,593,429 ($41,187) (0.7%)
System development charges 301,994 1,038,538 958,605 ($736,544) (70.9%)
Interceptor Maintenance Fees 71,442 90,035 170,079 ($18,593) (20.7%)
Other 473,830 564,154 556,497 ($90,324) (16.0%)
6,674,349 7,560,997 7,278,610 (886,648) (11.7%)
Non-Operating Revenues:
Interest income 122,939 301,500 329,807 (178,561) (59.2%)
Gain (Loss) on sale of assets (13,518) (391) 7,428 (13,127) 3357.3%
109,421 301,109 337,235 (191,688) (63.7%)
Total Revenues 6,783,770 7,862,106 7,615,845 (1,078,336) (13.7%)
Operating Expenses
Labor and fringe benefits 1,760,493 1,470,287 1,404,475 290,206 19.7%
Utilities 81,948 80,316 79,682 1,632 2.0%
Maintenance materials and services 228,105 166,684 231,096 61,421 36.8%
Administrative 385,886 311,510 337,470 74,376 23.9%
Treatment charges 2,428,051 2,351,193 2,269,642 76,858 3.3%
Depreciation 1,596,156 1,485,875 1,358,884 110,283 7.4%
6,480,639 5,865,865 5,681,249 614,776 10.5%
Non-operating Expenses
Interest Expense 64,730 142,908 144,162 (78,178) (54.7%)
Total Expenses 6,545,371 6,008,773 5,825,411 536,598 8.9%
Increase in net assets before 238,399 1,853,333 1,790,434 (1,614,934) (87.1%)
contributions
Capital contributions of plant 481,298 2,981,753 5,749,806 (2,500,455) (83.9%)
Increase in net assets $719,697 $4,835,086 $7,540,240 ($4,115,389) (85.1%)

The decrease in Interceptor Maintenance Fees are related to the Regional committee agreeing to suspend the
collection of the O&M base rate of $0.16 per equivalent dwelling unit for FY 07-08 only from the City of
Medford. This rate began collection again in January 2009.

The 70% decrease in System Development Charges is related to the economic downturn and decrease in
construction.

The increase in net assets is significantly impacted by developer contribution of plant assets each year. FY
2009 capital contributions decreased by 83.9% from the prior year. This decrease is also attributed to the
economic downturn. It should be pointed out that capital contributions of plant assets in FY 2007 were more
than twice the amount received in any prior year.



Total assets, liabilities and net assets were as follows:

Net Assets

Current and other assets

Capital Assets

Total assets

Long term liabilities outstanding
Other liabilities
Total liabilities

Net assets:

Invested in capital assets, net of

related debt
Restricted
Unrestricted

Total net assets

2009 2008 2007 Change

Amount Amount Amount 2007 - 2008 %
$5,262,409 $6,903,733 $7,760,280 ($1,641,324) (23.8%)
78,882,149 76,237,047 69,448,714 $2,645,102 3.5%
84,144,558 83,140,780 77,208,994 1,003,778 1.2%
4,735,861 4,009,430 3,393,129 726,431 18.1%
941,953 1,384,305 903,903 (442,352) (32.0%)
5,677,814 5,393,735 4,297,032 284,079 5.3%
73,882,040 71,849,687 65,832,504 2,032,353 2.8%
133,896 133,896 133,896 0 0.0%
4,450,808 5,763,462 6,945,562 (1,312,654) (22.8%)
$78,466,744 $77,747,045 $72,911,962 $719,699 0.9%

As noted previously, net assets may serve over time as a useful indicator of the District’s financial position. As
shown in the table above, assets exceed liabilities by $78,466,744 on June 30, 2009, and reflect an increase
of $719,699 or .9% over net assets at the close of FY 2008.

By far, the largest portion of the District's net assets (94%) reflects in investment in land, buildings, equipment,
and pipelines, less related outstanding debt used to acquire those assets. The District uses these capital
assets to provide sewer services to customers; consequently, these assets are not available for future
spending. Although the District’s investments in capital assets is reported net of related debt, it should be
noted that the resources needed to repay this debt must be provided from services to customers or other

sources, since capital assets themselves cannot be used to liquidate these liabilities.



Capital Assets
At June 30, 2009, the District had $78,882,149 invested in a broad range of capital assets, including land,
buildings, machinery, pump stations, sewer distribution systems and construction in process. These amounts are
net of depreciation. See Note 5 to the financial statements for additional information on capital assets.

Maijor capital events during the current fiscal year included the following:

e  Completion of White City Trunk project, $1,053,512
e Completion of Jacksonville Extension project, $774,153.

Capital Assets (net of depreciation) 2009 2008 2007
Land $427,982 $427,982 $246,888
Site Improvements 210,615 210,615 210,615
Utility plant 72,299,157 70,135,082 64,404,247
Buildings 1,148,821 1,209,880 1,270,939
Furniture, fixtures and equipment 1,415,715 1,517,028 1,409,947
Construction-in-progress 2,835,928 2,120,005 1,217,099
Intangible asset, system buy-in-costs 543,931 616,455 688,979

Total net capital assets $78,882,149 $76,237,047 $69,448,714

Debt Administration

In June 2006 the District concluded an additional loan agreement with the State of Oregon Department of
Environmental Quality in the total amount of $5,200,000. During the current fiscal year, the District has requested
$816,579 and received $79,354 based on work completed on the first of two rehabilitation projects. See Note 6
to the financial statements for additional information on long term debt.

Outstanding Debt 2009 2008 2007
Contract, matures September 1, 2016 873,925 972,127 1,066,534
Contract, matures September 1, 2016 313,566 338,203 362,635
Clean Water State Revolving Loan Fund Agreement 709,695 755,050 798,653
Clean Water State Revolving Loan Fund Agreement 404,531 427,603 449,886
Clean Water State Revolving Loan Fund Agreement 251,751 264,315 276,449
Clean Water State Revolving Loan Fund Agreement 2,446,641 1,630,062 662,054

Total Outstanding Debt $5,000,109 $4,387,360 $3,616,211

Requests for Information

This financial report is designed to provide a general overview of the Rogue Valley Sewer Services’ finances for
all those with an interest in the District’s finances. Questions concerning any of the information provided in this
report or requests for additional financial information should be addressed to the Finance Director, 138 W. Vilas
Road (PO Box 3130), Central Point, Oregon, 97502.
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Rogue Valley Sewer Services
Statement of Net Assets
June 30, 2009 and 2008

ASSETS
Current assets:
Cash
Accounts receivable
Notes receivable
Service charges receivable, net of allowance
for uncollectible accounts

Unbonded interest receivable
Unbonded assessments receivable
Materials and supplies inventory
Prepaid expenses

Total current assets

Noncurrent assets:
Restricted assets
Cash for loan service
Bond debt service:
Bonded assessments receivable
Bonded interest receivable

Total restricted assets

Unbonded assessments receivable
Notes receivable
Capital assets:
Property, plant and equipment
Less: accumulated depreciation
Intangible asset: Sewer system buy-in-costs
Less: accumulated amortization

Capital assets, net
Total noncurrent assets

Total assets

continued on page 8

2009 2008
$ 3375441 $ 3,949,158
114,900 1,031,331
132,038 132,038
747,031 817,945
18,167 18,471
44,410 49,068
72,367 57,522
19,428 24,393
4,523,782 6,079,926
133,896 133,896
36,149 63,727
22,185 22,471
192,230 220,094
66,067 97,859
480,330 505,854

98,663,626 94,422,366
(20,325,408)  (18,801,774)
1,450,481 1,450,481
(906,550) (834,026)

78,882,149 76,237,047

79,620,776 77,060,854

$ 84,144,558 $ 83,140,780

The accompanying notes are an integral part of these financial statements



Rogue Valley Sewer Services

Statements of Net Assets
June 30, 2009 and 2008

LIABILITIES AND NET ASSETS
LIABILITIES
Current liabilities:
Accounts payable
Accrued payroll and related liabilities
Deferred revenue
Current portion of notes payable
Accrued interest payable

Total current liabilities

Noncurrent liabilities:
Notes payable

Total noncurrent liabilities
Total liabilities

NET ASSETS
Invested in capital assets, net of related debt

Restricted for loan service
Unrestricted

Total net assets

Total liabilities and net assets

continued from page 7

2009 2008
$ 366,202 $ 752,483
180,330 155,062
5,345 26,277
264,248 377,930
125,828 72,553
941,953 1,384,305
4,735,861 4,009,430
4,735,861 4,009,430
5,677,814 5,393,735
73,882,040 71,849,687
133,896 133,896
4,450,808 5,763,462
78,466,744 77,747,045
$ 84,144,558 $ 83,140,780

The accompanying notes are an integral part of these financial statements
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Rogue Valley Sewer Services

Statements of Revenues, Expenses and Changes in Net Assets

For the fiscal years ended June 30, 2009 and 2008

Operating Revenues

Sewer service charges, including delinquent charges

System development charges
Interceptor maintenance and other fees
Reimbursements and miscellaneous

Total revenues

Operating expenses
Labor and fringe benefits
Utilities
Maintenance, materials and services
Administrative
Treatment charges
Depreciation and amortization

Total expenses
Operating income
Nonoperating revenues (expenses)
Gain (loss) on sale of asset

Interest income
Interest expense

Total nonoperating revenues (expenses)

Capital contributions of plant
Change in net assets

Total net assets - beginning

Total net assets - ending

2009 2008
5,827,083 $ 5,868,270
301,994 1,038,538
71,442 90,035
473,830 564,151
6,674,349 7,560,994
1,760,493 1,470,287
81,048 80,316
228,105 166,684
385,886 311,510
2,428,051 2,351,193
1,596,156 1,485,875
6,480,639 5,865,865
193,710 1,695,129
(13,518) (391)
122,939 301,500
(64,730) (142,908)
44,691 158,201
481,298 2,981,753
719,699 4,835,083
77,747,045 72,911,962

78,466,744 § 77,747,045

The accompanying notes are an integral part of these financial statements



Rogue Valley Sewer Services
Statements of Cash Flows

For the fiscal years ended June 30, 2009 and 2008

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from service accounts
Cash received from system development charges
Cash received from other operating activities
Cash payments to suppliers for goods and services
Cash payments to employees for services

Net cash provided by operating activities

CASH FLOWS FROM CAPITAL AND RELATED

FINANCING ACTIVITIES:

Acquisition and construction of capital assets

Proceeds from issuance of bonds and notes

Principal paid on notes

Interest paid

Principal received on Notes Receivable

Principal received on special assessments

Interest received on special assessments
Net cash used by capital and related

financing activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Interest received on investments

Net cash provided by investing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

continued on page 11

2009

2008

$ 5925776 $ 5,865,961

301,994 1,038,538
545,272 654,189
(3,113,320)  (3,070,779)
(1,735,224)  (1,523,537)
1,924,498 2,964,372
(4,092,810)  (4,773,948)
1,705,233 -
(203,830) (196,859)
(119,888) (128,668)
25,525 -
64,020 62,265
36,599 41,158
(2,585,151)  (4,996,052)
86,934 258,737
86,934 258,737
(573,719)  (1,772,943)
4,083,054 5,855,997

$ 3,509,335 $ 4,083,054

The accompanying notes are an integral part of these financial statements
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Rogue Valley Sewer Services
Statements of Cash Flows
For the fiscal years ended June 30, 2009 and 2008

Reconciliation of operating income to net cash
provided by operating activities:

Operating income

Adjustments to reconcile operating income to net
cash provided by operating activities -

Depreciation and amortization
(Increase) decrease in accounts, notes and service charges receivable
(Increase) decrease in materials and supplies inventory
(Increase) decrease in prepaid expenses
Increase (decrease) in accounts payable and related liabilities
Increase (decrease) in deferred revenue

Total adjustments
Net cash provided by operating activities
Schedule of Noncash Capital and Related Financing Activites
Noncash Contributed Capital Asset
Construction costs included in accounts payable
Reconciliation of Cash and Cash Equivalents

Cash and Cash Equivalents
Cash for Loan Service

continued from page 10

2009 2008
$ 193,710 $ 1,695,132
1,596,156 1,485,875
98,691 (2,309)
(14,845) (11,970)
4,965 5,229
66,750 (213,595)
(20,932) 6,010
1,730,785 1,269,240
$ 1,924,495 § 2,964,372
$ 481,298 § 2,981,753
$ 91,135 $§ 518,898
3,375,441 3,949,158
133,896 133,896
$ 3,509,337 $ 4,083,054

The accompanying notes are an integral part of these financial statements
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ROGUE VALLEY SEWER SERVICES
JACKSON COUNTY, OREGON

NOTES TO BASIC FINANICAL STATEMENTS
1. Description of the District and Summary of Significant Accounting Policies:
Organization of Reporting Entity

The District is a Municipal Corporation formed in September 21, 1966, under the provisions of Oregon
Revised Statutes, Chapter 450, with a favorable public election held on August 30, 1966, to own and
operate an interceptor sewer system. The system consists of the Upper Bear Creek Interceptor, Lower
Bear Creek Interceptor, Dunn Pump Station and Pressure Main. The system includes 20-million
gallons per day raw sewage pumping station and a 31-acre 2-cell treatment lagoon. The District also
owns and operates many trunk projects covering approximately 190 square miles within the Rogue
Valley, and provides sewer services to the cities of Central Point, Eagle Point, Jacksonville, Talent and
Phoenix Oregon and portions of the City of Medford, Oregon. The District has no potential or actual
component units.

Administrative functions of the District are directed by the Manager of the District who reports to the
five-member elected Board of Directors.

Significant accounting policies used in the preparation of these financial statements are described
below:

Basis of Accounting

The District’s financial statements are prepared on the accrual basis of accounting using the “economic
resources” measurement focus. Under the accrual basis of accounting, revenues are recognized when
earned and expenses are recognized when liabilities are incurred, regardless of the timing of the
related cash flow. Accordingly, all assets and liabilities are reflected within the Statement of Net Assets
with the equity section representing “net total assets.”

The District has elected to apply all applicable GASB pronouncements, as well as Financial Accounting
Standard Board (FASB) pronouncements and Accounting Principles Board (APB) opinions issued on or
before November 30, 1989, unless those pronouncements conflict with or contradict GASB
pronouncements. Governments have the option of following subsequent private-sector guidance for
business-type activities and enterprise funds, subject to the same limitation. The District has elected
not to follow subsequent private-sector guidance.

Operating Revenues and Expenses

Proprietary funds (enterprise) distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with a proprietary fund’s principal ongoing operations. The principal
operating revenues of the District are sewer service charges. Sewer service revenue is recorded when
the service is rendered. Operating expenses for enterprise funds include the cost of sales and
services, administrative expenses, and depreciation on capital assets. All revenues and expenses not
meeting this definition are reported as nonoperating revenues and expenses.
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ROGUE VALLEY SEWER SERVICES
JACKSON COUNTY, OREGON

NOTES TO BASIC FINANICAL STATEMENTS
1. Description of the District and Summary of Significant Accounting Policies, Continued:
Cash and Cash Equivalents

For purposes of the statements of cash flows, the District considers all highly liquid investments with an
original maturity of three months or less when purchased and all amounts in pooled accounts to be
cash equivalents.

Investments

Investments are reported at fair value based on quoted market prices for securities purchased by the
District and for cash reported by the investment pool in which the District participates. All investments
held have readily available market prices. The change in fair value is reported in the statement of
revenues, expenses and changes in net assets as investment earnings. Realized gains or losses on
the maturity or disposition of securities are not separately disclosed.

Service Charges Receivable

Service charges receivable represents earned but uncollected user charges. Delinquent service
billings are forwarded to the Jackson County Assessor to be added on to the respective property
owner’s property tax bill. The amount due from property owners for delinquent service billings that the
District certified with the County Assessor was $9,685 and $7,697 for fiscal years ended June 30, 2009
and 2008, respectively. This amount has been aggregated with the service charges receivable. The
certification with the County results in a lien being applied against the property. Consequently, no
allowance for uncollectibles have been set aside.

Assessments Receivable

Assessments are recorded as a receivable and a revenue at the time property owners are assessed for
improvements. Assessments receivable are recorded as bonded assessments receivable when
related improvement bonds are sold.

Inventories

Inventories, which consist of operating materials and supplies, are reported at cost using the weighted
average cost pricing method, and are charged against operations when used.

Restricted Assets

Certain assets of the District have been restricted for specified purposes as required by Oregon
Revised Statutes or bond indentures.

13



ROGUE VALLEY SEWER SERVICES
JACKSON COUNTY, OREGON

NOTES TO BASIC FINANICAL STATEMENTS

1. Description of the District and Summary of Significant Accounting Policies, Continued:
Property, Plant and Equipment

Purchased capital assets are stated at cost where historical records are available and at estimated
historical cost where no historical records exist. Major additions, improvements and replacements are
capitalized. The costs of normal maintenance and repairs that do not add to the value of the asset or
materially extend asset lives are not capitalized. Donated capital assets are stated at estimated fair
value at the date of donation. Gains or losses realized from the sale of capital assets are reflected in
the statement of operations. The District capitalizes all individual items over $1,000, except for
rehabilitation projects which use a $5,000 capitalization limit.

Property, plant and equipment are depreciated and intangible assets, such as system buy-in-costs, are
amortized using the straight-line method over their estimated lives as follows:

Utility plant 75 years
Buildings 25 years
Furniture, fixtures and equipment 5and 10 years
System buy-in-costs 20 years

Interest incurred during the construction phase of capital assets is included as part of the capitalized
value of the assets constructed. The total interest expense incurred by the District during the current
fiscal year was $173,163. Of this amount, $108,433 was included as part of the cost of capital assets
under construction.

Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the reporting period. Actual results could
differ from those estimates.

Long-term Obligations
In the financial statements the long-term debt and other long-term obligations are reported as liabilities
in the statement of net assets. Bond premiums and discounts, as well as issuance costs, are deferred

and amortized over the life of the bonds. Bonds payable are reported net of the applicable bond
premium or discount.
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ROGUE VALLEY SEWER SERVICES
JACKSON COUNTY, OREGON

NOTES TO BASIC FINANICAL STATEMENTS
1. Description of the District and Summary of Significant Accounting Policies, Continued:

Compensated Absences

Vested or accumulated vacation leave is recorded as an expense and liability as the benefits accrue to
employees. A liability is recorded for qualified sick pay benefits, that are eligible to be converted to
vacation leave according to District policy, all other sick pay is not recorded since they are nonvesting
(not paid upon termination).

Risk Management

The District is exposed to various risks of loss during its ordinary course of business. To mitigate the
risk of loss, various commercial insurance policies have been purchased and are reviewed for
adequacy by management annually. There have been no significant changes in coverage nor have
any settlements exceeded insurance coverage in the past three years. The District has several
programs to protect against the risk of loss of life or assets. The insurance program includes the
“normal” coverages subject to nominal deductibles for commercial, auto, property, liability, etc., as well
as treasurer’s bonding, director and officer liability, expense for effluent spills from collection system
infrastructure and pump stations and computer systems. The District is self-insured for purposes of
unemployment compensation claims.

Net Assets

Net assets comprise the various net earnings from operations, nonoperating revenues, expenses and
contributions of capital. Net assets are classified in the following three categories.

Invested in capital assets, net of related debt — consists of all capital assets, net of accumulated
depreciation and reduced by the outstanding balances of any bonds or other borrowings that
are attributable to the acquisition, construction, or improvement of those assets.

Restricted — consists of external constraints placed on net asset use by creditors, grantors,
contributors, or laws or regulations of other governments or constraints imposed by law through
constitutional provisions or enabling legislation.

Unrestricted net assets — consists of all other net assets that are not included in the other
categories previously mentioned.

Reclassifications

Certain amounts presented in the prior year data have been reclassified in order to be consistent with
the current year’s presentation. Such classifications have no effect on the change on the net assets as
previously reported.

2. Stewardship, Compliance and Accountability:
Budgetary Information

For financial reporting and operating purposes, the District considers its activities as those of a unitary
enterprise operation (proprietary fund). Therefore, these activities are reported in a single enterprise
fund. However, for legal requirements as set forth in the Oregon Local Budget Law, the District
prepares and adopts a budget on the modified accrual basis for its individual fund types. The
resolution authorizing appropriations for each fund sets the level by which expenditures cannot legally
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ROGUE VALLEY SEWER SERVICES
JACKSON COUNTY, OREGON

NOTES TO BASIC FINANICAL STATEMENTS
2. Stewardship, Compliance and Accountability, Continued:
Budgetary Information, Continued:

exceed appropriations. For all funds, the District has established the level of control by expenditure
category. These categories include: personal services, materials and services, capital outlay,
contingency, debt service and transfers to other funds.

Unexpected additional resources and related expenditures may be added to the budget through the
use of a supplemental budget and appropriate resolution. A supplemental budget requires hearings
before the public, publications 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. Transfers require the approval of the Board of Directors. The District adopted one
supplemental budget during the current fiscal year. All annual appropriations lapse at fiscal year end.
The District does not use encumbrance accounting.

Excess of Expenditures Over Appropriations

During 2008-2009 over-expenditures occurred at the level of control established by appropriation
resolutions as follows:

Budgetary Personal Materials Debt Capital Transfers

Fund Services and Services Service Outlay Out
General Fund $29,979 $ - $12 $ - $ -
Bear Creek Interceptor - 19,852 - 1,957 -
Dunn Pump Station - 565 - - 23,663

No fund’s total appropriations were exceeded.
3. Cash and Cash Equivalents:

Cash and cash equivalents at June 30, 2009 and 2008, consisted of the following:

2009 2008
Cash on Deposit with Financial Institutions $ 614,425 $ 607,754
Local Government Investment Pool (LGIP) 2,894,362 3,474,750
Cash on Hand 550 550
Totals $ 3,509,337 §$§ 4,083,054
Cash and cash equivalents are classified on the balance sheet at June 30 as follows:
2009 2008
Unrestricted $ 3,375,441 § 3,949,158
Restricted
Loan Service Reserve 133,896 133,896
Totals $ 3,509,337 % 4,083,054

State statutes and the District’s investment policy govern the District's cash management policies,
because the District does not have an official investment policy. Statutes and the District’s policy
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ROGUE VALLEY SEWER SERVICES
JACKSON COUNTY, OREGON

NOTES TO BASIC FINANICAL STATEMENTS
3. Cash and Cash Equivalents, Continued:
authorize the District to invest in the Oregon State Treasurer's Local Government Investment Pool (LGIP),

time certificates of deposit, U.S. Government Treasury Obligations, and obligations of the United States
and its agencies and instrumentalities.

Local Government Investment Pool

The LGIP is not registered with the U.S. Securities and Exchange Commission as an investment
company. The Oregon Revised Statutes and the Oregon Investment Council govern the State’s
investment policies. The State Treasurer is the investment officer for the Council and is responsible for all
funds in the State Treasury. These funds must be invested, and the investments managed, as a prudent
investor would, exercising reasonable care, skill and caution. Investments in the Fund are further
governed by portfolio guidelines issued by the Oregon Short-Term Fund Board, which establish
diversification percentages and specify the types and maturities of investments. The portfolio guidelines
permit securities lending transactions as well as investments in repurchase agreements and reverse
repurchase agreements. There is no material difference between the fair value of the District’s position in
the LGIP and the value of the pool shares at June 30, 2009.

Interest Rate Risk

Oregon Revised Statutes require investments to not exceed a maturity of 18 months, except when the
local government has adopted a written investment policy that was submitted to and reviewed by the
OSTFB. While the District does not have a formal investment policy, it has historically invested only in
certificates of deposit and the LGIP. As of June 30, 2009 all CD’s and 86% of the LGIP mature within one
year. The remaining 14% of the LGIP matures in one-to-three years.

Credit Risk
Oregon Revised Statutes does not limit investments as to credit rating for securities purchased from US
Government Agencies or U.S. Government Sponsored Enterprises. The LGIP is not rated.

Custodial Credit Risk - Deposits

Custodial credit risk for deposits is the risk that in the event of a bank failure, the District’s deposits may
not be returned. The District’'s cash is covered by federal depository insurance or by the Public funds
Collateralization Program (PFCP) of the State of Oregon. The PFCP is a shared liability structure for
participating bank depositories. Barring any exceptions, a bank depository is required to pledge collateral
valued at least 10% of their quarter-end public fund deposits if they are well capitalized, 25% of their
quarter-end public fund deposits if they are adequately capitalized or 110% of their quarter-end public
fund deposits if they are undercapitalized or assigned to pledge 110% by the Office of State Treasurer. In
the event of 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. At June 30, 2009, the
District's bank statement balances totaled $677,903, all of which was insured by federal depository
insurance.
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ROGUE VALLEY SEWER SERVICES

JACKSON COUNTY, OREGON

NOTES TO BASIC FINANICAL STATEMENTS

4. Receivables:

Accounts receivable includes DEQ loan proceeds of $79,354 and $968,008 as of June 30, 2009 and 2008

respectively.

Assessments receivable represent the uncollected amounts levied against benefited property for the cost of
local improvements. Because the assessments are liens against the benefited property, an allowance for
uncollectible amounts is deemed unnecessary. Delinquent assessments receivable at June 30, 2009 and
2008, were approximately $8,408 and $9,177, respectively. Assessments are payable over a period of 5 to 20
years and bear a rate of interest of 6.5%. Bonded assessments receivables are classified as restricted assets
because collections are restricted to the debt service of the related bonds. There are no similar restrictions on

unbonded assessment receivable.

The District has a note receivable from sale of the old office building in the amount of $480,330 as of June 30,
2009. Currently, the District is collecting interest only payments.

$132,038 cash held by the city of Eagle Point for debt reserve requirement is reported as a note receivable.

5. Property, Plant and Equipment:

Following is a summary of changes in the capital assets, depreciation and amortization for the fiscal year ended

June 30, 2009.

Transfer to

Developer (From)
Balance Contributions/ Construction Balance
July 1, 2008 Additions Deletions In-Progress June 30, 2009
Capital Assets Not Being Depreciated:
Land $ 427,982 $ - $ - $ - $ 427,982
Site Improvements 210,615 210,615
Construction-In-Progress 2,120,005 3,640,867 (13,518) (2,911,426) 2,835,928
Capital Assets Being Depreciated:

Utility Plant 86,928,403 481,298 - 2,911,426 90,321,127
Buildings 1,526,486 - - - 1,526,486
Furniture, Fixture and Equipment 3,208,875 132,613 - - 3,341,488
Total Property, Plant and Equipment 94,422,366 4,254,778 (13,518) - 98,663,626
Accumulated Depreciation:

Utility Plant (16,793,321) (1,228,649) - - (18,021,970)
Buildings (316,606) (61,059) - - (377,665)
Furniture, Fixture, and Equipment (1,691,847) (233,926) - - (1,925,773)
Total Accumulated Depreciation (18,801,774) (1,523,634) - - (20,325,408)
Intangible Asset-System Buy-In-Costs 1,450,481 - - - 1,450,481
Total Accumulated Amortization (834,026) (72,524) - - (906,550)
Capital Assets, Net $ 76,237,047 $ 2,658,620 $ (13,518) $ - $ 78,882,149

Of the total property, plant and equipment additions of $4,254,775 during the fiscal year, $481,298 was sewer

systems contributed by the property developers.
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ROGUE VALLEY SEWER SERVICES
JACKSON COUNTY, OREGON

NOTES TO BASIC FINANICAL STATEMENTS
6. Long-Term Debt:
Notes Payable

The District has entered into an intergovernmental agreement with the City of Eagle Point (City) whereby the
District has agreed to provide sanitary services in the area encompassing the City’s service area and to remit
sufficient funds from the service fees earned to the City, so that the City may make payment on the debt it
incurred through the State of Oregon to finance sewer projects within its service area.

The District has the obligation to service the debt with the State of Oregon revolving loan agreements for
collection rehabilitation projects in the Cities of Talent, Central Point and White City areas. All notes below have
a Debt Service Coverage Requirement at 105%, except the second loan which is at 120%. All notes below are
secured by pledge of Net Operating Revenues except the second loan. The District is in compliance with all
debt requirements. Notes payable at June 30 comprised of the following:

2009 2008 Int pd FY 09

Contract R30021 in the amount of $1,800,000, bearing interest at 3.98%

plus an additional fee of 0.5% on the outstanding principal balance for

loan servicing. Principal and interest payments due semiannually

through September 1, 2016. $ 873,925 $ 972,127 $ 42,341

Contract G96006 in the amount of $550,000, bearing interest at 5.01%,

principal and interest annual payments due through December 1, 2017. 313,566 338,203 16,932

Clean Water State Revolving Fund Loan Agreement No. R78495.

Contract in the amount of $5,200,000. Current rate of interest is 2.87%
plus an additional fee of 0.5% on the outstanding principle balance for
loan servicing. Principal and interest payments are due semi-annually,

and the payment schedule has not been set. 2 446,641 1,630,062 )

Clean Water State Revolving Fund Loan Agreement No. R14001
(Sewer Rehab). Contract in the amount of $4,305,416. Current rate of
interest is 3.98% plus an additional fee of 0.5% on the outstanding
principal balance for loan servicing. Principal and interest payments are
due semi-annually beginning August 1, 2001 and ending February 1,
2021 with a Loan Reserve of $74,960. 709,695 755,050 33.268
Clean Water State Revolving Fund Loan Agreement No. R14002.
Contract in the amount of $305,000. Current rate of interest is 3.51%
plus an additional fee of 0.5% on the outstanding principal balance for
loan servicing. Principal and interest payments are due semi-annually
beginning October 1, 2004 and ending February 1, 2024 with a Loan

Reserve of $21,723. 251751 264.315 10,458

Clean Water State Revolving Fund Loan Agreement No. R14003.

Contract in the amout of $522,044. Current rate of interest is 3.51%

plus an additional fee of 0.5% on the outstanding principal balance for

loan servicing. Principal and Interest Payments are due semi-annually

beginning in October 2003 and ending in April 2023 with a Loan

Reserve of $37,213. 404,531 427,603 16,889

Total Notes Payable $ 5000109 §$ 4387360 $ 119,888
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ROGUE VALLEY SEWER SERVICES
JACKSON COUNTY, OREGON

NOTES TO BASIC FINANICAL STATEMENTS
6. Long-Term Debt, Continued:

Future maturities of notes payable at June 30, 2009, are as follows:

Year ended June 30, Amount Interest
2010 264,248 266,738
2011 321,684 169,037
2012 331,874 156,116
2013 342,432 142,778
2014 358,369 129,003
2015-2019 1,589,133 433,339
2020-2024 1,000,998 192,707
2025-2030 791,371 68,776
Total Notes Payable $ 5,000,109 $ 1,558,494

Changes in long term debt are as follows:

Beginning Ending
Balance Additions Reductions Balance
Notes Payable $ 4,387,360 $ 816,579 $ 203,830 $ 5,000,109

7. Retirement Plan:

The District contributes to the ICMA Retirement Corporation 401A Retirement Plan, a defined contribution
pension plan administered by the District for substantially all employees who have met the requirement of
six months of service. Through resolution, the District contributes 8.6% of eligible employee compensation,
and employees contribute a mandatory 6% of compensation to a retirement plan created in accordance with
the Internal Revenue Code (IRC) Section 401(a). Employees are eligible to receive benefits under this plan
upon termination from employment or retirement and reaching age 55. The board of directors established
the retirement plan by a board resolution, and can amend the plan through a board resolution.

The manager receives an additional contribution from the District to an IRC Section 457 deferred
compensation account of approximately $675 per month.

Contributions to the 401A plan made by the District for fiscal year ended June 30, 2009 were $132,376 on
eligible compensation of $1,539,249, which was equal to it's contribution rate of 8.6%. The District’s total
payroll for the year, including eligible and ineligible compensation, totaled $1,610,226. Compensation data
for fiscal year ended June 30, 2008 showed contributions of $109,439 on eligible compensation of
$1,272,541, which was equal to the District’'s contribution rate of 8.6%. The total compensation of the
District for the fiscal year ended June 30, 2008 was $1,398,772. Contributions made by employees for
fiscal years ended June 30, 2009 and 2008 were $92,355 and $76,352, respectively, which for both years
was equal to the employees’ contribution rate of 6%.
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ROGUE VALLEY SEWER SERVICES
JACKSON COUNTY, OREGON

NOTES TO BASIC FINANICAL STATEMENTS

8. Contingent Liabilities:

Management is not aware of any contingent liabilities that would require disclosure under Statement of
Financial Accounting Standards Number 5, which include among other things: notes or accounts
receivable which have been discounted; pending suits, hearings, or negotiations possibly involving
retroactive judgments or claims; taxes in dispute; endorsements or guarantees; and options given.
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DESCRIPTION OF BUDGETARY FUNDS
June 30, 2009

For financial reporting and operating purposes, management considers the activities of the District to be those of
unitary enterprise operation. Therefore, these activities are reported in a single fund in the general purpose
financial statements. However, for budgetary and legal purposes these activities are accounted for in the funds
described below on a modified accrual basis of accounting.

GENERAL FUND - The General fund accounts for the District's normal recurring sewage operations. The
primary source of revenue is sewer service fees. The General Fund is also used to account for sewer lines and
other major construction activities. All system development charges and fees associated with the construction of
projects are credited to this fund. It also accounts for the proceeds of any loans used to finance projects and
associated debt payments.

BEAR CREEK INTERCEPTOR OPERATIONS AND MAINTENANCE FUND - The Bear Creek Interceptor and
Maintenance Fund is used to account for the maintenance costs associated with Bear Creek Interceptor that is
shared by the District with the cities of Medford, Jacksonville, and Phoenix. The District operates and maintains
the capital facilities for the benefit of the above-mentioned entities, and each is billed monthly for their share of
the cost.

DUNN PUMP STATION OPERATION AND MAINTENANCE FUND — The Dunn Pump Station Operation and
Maintenance Fund is used to account for the maintenance cost of the regional pump station capital facilities. The
facilities are owned jointly by the District and the City of Medford. The District operates and maintains the capital
facilities for the benefit of the above mentioned entities. The costs to operate and maintain the Dunn pump
station capital facilities and the related revenues are accounted for in this fund.

INTERCEPTOR CAPITAL EXPANSION FUND - The Interceptor Capital Expansion fund is used to account for
the capital expansion of the regional Bear Creek interceptor and Kirtland pump station capital facilities. The
facilities are owned jointly by the District and the City of Medford. The District operates and maintains the capital
facilities for the benefit of the above mentioned entities. The costs to operate and maintain the interceptor capital
expansion and the related revenues are accounted for in this fund.

WHITE CITY STORM DRAIN FUND - The White City Storm Drain Fund was established to upgrade and
maintain certain portions of the industrial side of White City storm drain area not maintained by the County.

STORM WATER QUALITY FUND - In order to protect and improve the quality of water in wells, creeks and
rivers, the federal government has established a more stringent storm water program. This fund was created to
account for the receipt of a new monthly fee and the expenditures regarding storm water quality.
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Rogue Valley Sewer Services
General Fund (01)

Schedule of Revenues and Expenditures - Budget and Actual

(Non-GAAP Budgetary Basis)
For the fiscal year ended June 30, 2009

Revenues
Sewer service charges

Budgeted Amounts

Original

Final

Actual

Variance -
Final Budget
Favorable
(Unfavorable)

$ 5,662,000 $ 5,662,000 $ 5559,020 $ (102,980

)
System development charges 820,000 820,000 301,994 (518,006)
Loan payments - principle and interest 99,200 99,200 61,037 (38,163)
Plan review, other fees 50,000 50,000 8,342 (41,658)
Interest earned on investments 180,000 180,000 53,280 (126,720)
Property tax transfer Eagle Point 70,000 70,000 55,300 (14,700)
Sale of Fixed Assets 119,000 119,000 50,293 (68,707)
Inspections and permit fees 25,000 25,000 16,042 (8,958)
Lien search fees 20,000 20,000 19,810 (190)
Reimbursements for Maintenance Work 550,000 550,000 362,280 (187,720)
Interfund overhead reimbursement 400,000 400,000 344,986 (55,014)
Other revenues 47,000 47,000 24,040 (22,960)
Total revenues 8,042,200 8,042,200 6,856,424  (1,185,776)
Expenditures
Personal services 2,169,100 2,169,100 2,199,079 (29,979)
Materials and services 3,284,000 3,304,000 3,185,998 118,002
Capital outlay 3,043,850 3,043,850 2,267,569 776,281
Debt service 182,100 182,100 182,112 (12)
Contingency 470,000 440,000 - 440,000
Total expenditures 9,149,050 9,139,050 7,834,758 1,304,292
Revenues over (under) expenditures (1,106,850) (1,096,850) (978,334) 118,516
Other Financing Sources, (Uses):
Transfers In 333,000 333,000 395,586 62,586
Transfers Out (590,000) (590,000) (383,546) 206,454
Total Other Financing Sources, (Uses) (257,000) (257,000) 12,040 269,040
Net Change in Fund Balance (1,363,850) (1,353,850) (966,294) 387,556
Beginning fund balance 2,537,208 2,530,908 2,870,871 339,963
Ending fund balance before reserves 1,173,358 1,177,058 1,904,577 727,519
Reserved for operating contingencies (447,226) (447,226) (307,222) 140,004
Reserved for system development charges (722,965) (724,631) (683,000) 41,631
Unreserved ending fund balance $ 3,167 $ 5201 $ 914,355 $§ 909,154
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Rogue Valley Sewer Services

Bear Creek Interceptor Operations & Maintenance Fund (04)
Schedule of Revenues and Expenditures - Budget and Actual

(Non-GAAP Budgetary Basis)
For the fiscal year ended June 30, 2009

Revenues
Maintenance fees
Interest earned on investments
Total revenues

Expenditures
Materials and services
Capital Outlay
Contingency
Total expenditures

Revenues over (under) expenditures
Other Financing Sources, (Uses):
Transfers In
Transfers Out
Total Other Financing Sources, (Uses)
Net Change in Fund Balance

Beginning fund balance

Ending fund balance

24

Variance -
Final Budget

Budgeted Amounts Favorable
Original Final Actual (Unfavorable)
$ 60,000 $ 60,000 $ 21,086 $ (38,914)
12,000 12,000 3,565 (8,435)
72,000 72,000 24,651 (47,349)
25,000 25,000 44,852 (19,852)
0 0 1,957 (1,957)

50,000 50,000 - 50,000
75,000 75,000 46,809 28,191
(3,000) (3,000) (22,158) (19,158)
190,000 190,000 73,570 (116,430)
(180,000) (180,000) (81,524) 98,476
10,000 10,000 (7,954) (17,954)
7,000 7,000 (30,112) (37,112)
192,276 192,276 199,182 6,906
$ 199276 $ 199,276 $ 169,070 $ (30,206)




Rogue Valley Sewer Services

Dunn Pump Station Operation & Maintenance Fund (06)
Schedule of Revenues and Expenditures - Budget and Actual

(Non-GAAP Budgetary Basis)
For the fiscal year ended June 30, 2009

Revenues
Interest earned on investments
Total revenues

Expenditures
Materials and services
Capital Outlay
Contingency
Total expenditures

Revenues over (under) expenditures
Other Financing Sources, (Uses):
Transfers In
Transfers Out
Total Other Financing Sources, (Uses)
Net Change in Fund Balance

Beginning fund balance

Ending fund balance
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Variance -
Final Budget

Budgeted Amounts Favorable
Original Final Actual (Unfavorable)
$ 12,000 $ 12,000 $ 3431 $ (8,569)
12,000 12,000 3,431 (8,569)
109,000 109,000 109,565 (565)

0 0 - -

50,000 50,000 - 50,000
159,000 159,000 109,565 49,435
(147,000) (147,000) (106,134) 40,866
150,000 150,000 50,000 (100,000)
(30,000) (30,000) (53,663) (23,663)
120,000 120,000 (3,663) (123,663)
(27,000) (27,000) (109,797) (82,797)
218,450 218,450 205,978 (12,472)
$ 191450 $ 191450 $ 96,181 $ (95,269)




Rogue Valley Sewer Services
Interceptor Capital Expansion Fund (07)
Schedule of Revenues and Expenditures - Budget and Actual

(Non-GAAP Budgetary Basis)
For the fiscal year ended June 30, 2009

Variance -
Final Budget
Budgeted Amounts Favorable
Original Final Actual (Unfavorable)
Revenues
Maintenance fees $ 350,000 $ 350,000 $ 386,843 $ 36,843
Clean Water Loan Proceeds 1,793,000 1,793,000 816,579 (976,421)
Interest earned on investments 5,000 5,000 13,773 8,773
Total revenues 2,148,000 2,148,000 1,217,195 (930,805)
Expenditures
Materials and Services - - - -
Capital outlay 2,228,000 2,228,000 1,370,680 857,320
Debt Service 314,136 314,136 141,606 172,530
Contingency - - - -
Total expenditures 2,542,136 2,542,136 1,512,286 1,029,850
Revenues over (under) expenditures (394,136) (394,136) (295,091) 99,045
Other Financing Sources, (Uses):
Transfers In 400,000 400,000 309,976 (90,024)
Transfers Out - - - -
Total Other Financing Sources, (Uses) 400,000 400,000 309,976 (90,024)
Net Change in Fund Balance 5,864 5,864 14,885 9,021
Beginning fund balance 319,600 319,600 837,200 517,600
Ending fund balance before reserves 325,464 325,464 852,085 526,621
Reserved for loan service (133,896) (133,896) (133,896) -
Unreserved ending fund balance $ 191568 $ 191568 $ 718,189 $ 526,621
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Rogue Valley Sewer Services
White City Storm Drain Fund (09)

Schedule of Revenues and Expenditures - Budget and Actual

(Non-GAAP Budgetary Basis)
For the fiscal year ended June 30, 2009

Revenues
Storm drain fees
Interest earned on investments
Total revenues

Expenditures
Materials and services
Capital outlay
Contingency
Total expenditures

Revenues over (under) expenditures
Other Financing Sources, (Uses):
Transfers In
Transfers Out
Total Other Financing Sources, (Uses)
Net Change in Fund Balance

Beginning fund balance

Ending fund balance
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Variance -
Final Budget
Budgeted Amounts Favorable
Original Final Actual (Unfavorable)
96,000 $ 96,000 $ 69,294 $ (26,706)
20,000 20,000 6,000 (14,000)
116,000 116,000 75,294 (40,706)
10,000 10,000 2,083 7,917
50,000 50,000 - 50,000
60,000 60,000 2,083 7,917
56,000 56,000 73,211 17,211
(125,000) (125,000) (102,170) 22,830
(125,000) (125,000) (102,170) 22,830
(69,000) (69,000) (28,959) 40,041
366,536 366,536 353,915 (12,621)
297,536 $§ 297,536 $ 324956 $ 27,420




Rogue Valley Sewer Services
Storm Water Quality Fund (10)

Schedule of Revenues and Expenditures - Budget and Actual

(Non-GAAP Budgetary Basis)
For the fiscal year ended June 30, 2009

Revenues
Storm water fees
Permits
Interest earned on investments
Total revenues

Expenditures
Materials and services
Capital outlay
Contingency
Total expenditures

Revenues over (under) expenditures
Other Financing Sources, (Uses):
Transfers In
Transfers Out
Total Other Financing Sources, (Uses)
Net Change in Fund Balance

Beginning fund balance

Ending fund balance
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Variance -
Final Budget
Budgeted Amounts Favorable
Original Final Actual (Unfavorable)
252,000 $ 252,000 $ 268,380 $ 16,380
35,000 35,000 14,137 (20,863)
15,000 15,000 6,883 (8,117)
302,000 302,000 289,400 (12,600)
62,000 62,000 28,796 33,204
247,200 247,200 24,839 222,361
50,000 50,000 - 50,000
359,200 359,200 53,635 255,565
(57,200) (57,200) 235,765 292,965
(148,000) (148,000) (208,231) (60,231)
(148,000) (148,000) (208,231) (60,231)
(205,200) (205,200) 27,534 232,734
291,313 291,313 337,110 45,797
86,113 § 86,113 $ 364,644 $ 278,531




Rogue Valley Sewer Services

Reconciliation of Revenues Over (Under) Expenditures (Budget Basis)

to GAAP Change in Net Assets
For the fiscal year ended June 30, 2009

(With comparative totals for the fiscal year ended June 30, 2008)

Expenditures

Transfers 2009

Revenues
General Fund (01) $ 6,856,424
Bear Creek Interceptor Oper. & Maint. Fund (04) 24,651
Dunn Pump Station Oper. & Maint. Fund (06) 3,431
Interceptor Capital Expansion Fund (07) 1,217,195
White City Storm Drain Fund (09) 75,294
Storm Water Quality Fund (10) 289,400

Phoenix Operations Fund (12) -

Total Income over (under) expenditures - Budget $§ 8,466,395

$ 7,834,758 $
46,809
109,565
1,512,286
2,083
53,635

$ 9,559,136 $

12,040 $ (966,294)

Basis

Additions (deductions) to reconcile net income on a budgetary
basis to net income on a GAAP basis:
Acquisition of property, plant and equipment
Depreciation and amortization
Developers contribution of plant
Loan proceeds
Principal received on assessments
Principal paid on bonds, notes & capital leases
Other

Change in Net Assets - GAAP basis
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2008

$ (1,184,057)

(7,954) (30,112) (106,094)
(3,662) (109,796) (55,472)
309,976 14,885 422,601
(102,170) (28,959) (252,620)
(208,231) 27,534 (4,206)
- (1,092,741)  (1,179,848)
3,759,959 5,282,494
(1,596,156)  (1,485,875)

481,298 2,981,753

(816,579) (968,008)

(49,574) (62,267)

203,830 196,859

(170,339) 69,975

$ 719,699 $ 4835083
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ROGUE VALLEY SEWER SERVICES
STATISTICAL SECTION
(Unaudited)

This part of Rogue Valley Sewer Services’ Comprehensive Annual Financial Report presents detailed
information as a context for understanding what the information in the financial statements, note
disclosures, and supplementary information. This information has not been audited by the independent
auditors.

Contents Page

Financial Trends 30

These schedules contain trend information that may assist the
reader in assessing the District’s financial performance by
placing it in historical perspective.

Revenue Capacity 32

These schedules contain information that may assist the reader in
assessing the District’s most significant local revenue source, the
District water rate.

Debt Capacity 37

These schedules present information that may assist the reader in
analyzing the affordability of the District’s current levels of
outstanding debt and the District’s ability to issue additional
debt in the future.

Economic and Demographic Information 39

These schedules offer economic and demographic indicators that
may assist the reader in understanding the environment within
which the District’s financial activities take place.

Operating Information 41

This schedule contains service data that may assist the reader
in understanding how the information in the District’s financial
report relates to the services the District 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.



Rogue Valley Sewer Services
Net Assets by Component

for the last ten fiscal years - Unaudited

Net Asset Components
Invested in capital assets,
net of related debt
Restricted
Unrestricted
Total Net Assets

Table 1

2009 2008 2007 2006
$ 73,882,040 $ 71,849,687 $65,832,504 $58,289,473
133,896 133,896 133,896 133,896
4,450,808 5,763,462 6,945,562 6,948,353
$ 78,466,744 $ 77,747,045 $72,911,962 $65,371,722

Source: Rogue Valley Sewer Services accounting records
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Table 1

2005 2004 2003 2002 2001 2000
$51,465,967 $47,805,830 $44,597,922 $40,549,042 $38,007,256 $35,629,661
390,935 423,700 423,700 364,764 430,106 624,676
8,144,782 6,617,843 5,325,853 6,025,066 6,163,590 4,227,847
$60,001,684 $54,847,373 $50,347,475 $46,938,872 $44,600,952 $40,482,184
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Rogue Valley Sewer Services
Operating Results

for the last ten fiscal years - Unaudited

Operating revenue
Sewer service charges
System development charges
Other operating revenues

Operating expenses:
Labor and fringe benefits
Treatment charges
Materials and services
Depreciation

Operating income (loss)

Other nonoperating income (loss), net
Gain(Loss) on sale of asset
Interest income
Interest expense

Developer contribution of plant

Net change in assets

Net income (loss)

Table 2

2009 2008 2007 2006
$ 5,827,083 $ 5,868,270 $ 5,593,429 $ 5,687,079
301,994 1,038,538 958,605 1,649,178
545,272 654,189 726,576 1,060,097
6,674,349 7,560,997 7,278,610 8,396,354
1,760,493 1,470,287 1,404,475 1,279,846
2,428,051 2,351,193 2,269,642 2,355,137
695,939 558,510 648,248 793,115
1,596,156 1,485,875 1,358,884 1,246,179
6,480,639 5,865,865 5,681,249 5,674,277
193,710 1,695,132 1,597,361 2,722,077
(13,518) (391) 7,428 32,860
122,939 301,500 329,807 241,855
(64,730) (142,908) (144,162) (146,862)
44,691 158,201 193,073 127,853
481,298 2,981,753 5,749,806 2,520,108
$ 719,699 $ 4,835,086 $ 7,540,240 $ 5,370,038

Source: Rogue Valley Sewer Services accounting records

Note: Contributions from customers and developers, consisting mainly of sewer lines, are recorded

as changes in net assets starting in year 2001, in accordance with GASB 33.
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Table 2

2005 2004 2003 2002 2001 2000
$ 5,447,980 $ 4625808  $ 4,190,553  $ 3,956,099  $ 3,660,742  $ 3,416,846
1,341,349 1,151,500 1,185,723 918,858 944,272 -
1,257,434 1,061,376 432,745 466,994 634,558 474,598
8,046,763 6,838,684 5,809,021 5,341,951 5,239,572 3,891,444
1,258,558 1,204,205 1,121,594 969,202 814,404 971,007
2,185,658 1,690,312 1,553,536 1,517,009 1,395,444 1,302,685

760,748 730,217 591,083 662,919 475,019 458,821
1,198,849 1,153,516 1,043,580 1,003,620 919,159 887,791
5,403,813 4,778,250 4,309,793 4,152,750 3,604,026 3,620,304
2,642,950 2,060,434 1,499,228 1,189,201 1,635,546 271,140

35,854 569,507 12,927 35,534 - 17,404

211,689 153,384 153,212 243,754 346,494 334,830
(318,061) (276,844) (296,334) (353,224) (268,848) (324,596)

(70,518) 446,047 (130,195) (73,936) 77,646 27,638
2,581,879 1,993,417 2,039,776 1,222,655 2,483,912 -

$ 5,154,311 $ 4499898 $ 3408809 $ 2,337,920 $ 4,197,104
$ 208,778
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Rogue Valley Sewer Services Table 3

Permits Issued, Customers, Gallons Transmitted, Rates

for the last ten fiscal years - Unaudited
Fiscal Number of Commercial Total Million

Year Ended Permits Residential Industrial Units/ Gallons Sewer

June 30th Issued Units Customers Customers Transmitted Rates
2009 234 28,394 1,764 30,158 6,119 $13.90
2008 481 28,252 1,739 29,991 6,885 13.90
2007 555 27,483 1,696 29,179 6,938 13.90
2006 821 26,905 1,586 28,491 7,654 13.90
2005 930 26,058 1,648 27,706 6,612 13.90
2004 887 23,214 1,505 24,719 6,861 12.70
2003 817 20,956 1,337 22,293 6,236 12.70
2002 770 19,700 1,298 20,998 5,485 12.70
2001 601 18,948 1,258 20,206 6,589 11.50
2000 645 18,085 1,177 19,262 6,818 11.50

Source: Rogue Valley Sewer Services accounting and engineering records

Note: Gallons transmitted includes all flows through interceptor pipe operated by RVS
Amounts include the City of Medford and all other members of the Region

34



Rogue Valley Sewer Services Table 4

Demographic Statistics
for the last ten fiscal years - Unaudited

RVS RVS

Fiscal Population Population Personal Income RVS County
Year Ended (Estimated) Jackson (amounts expressed Per Capita Unemployment Population

June 30th (2),(3),(4),(5) County (1) in thousands) Income (6) Rate (6) Growth
2009 71,168 201,138 $ 2,359,219 $ 33,150 12.0% -1.9%
2008 71,532 205,305 2,273,645 31,785 6.7% 1.2%
2007 69,500 202,310 2,101,611 30,239 5.6% 2.0%
2006 68,000 198,615 1,940,108 28,531 5.4% 21%
2005 66,500 194,515 1,801,419 27,089 6.3% 1.9%
2004 59,900 190,800 1,581,240 26,398 7.4% 0.9%
2003 53,000 189,100 1,377,364 25,988 7.9% 0.8%
2002 49,800 187,600 1,240,717 24,914 7.6% 1.6%
2001 47,900 184,700 1,145,481 23,914 6.7% 1.9%
2000 45,700 181,269 1,035,059 22,649 5.8% 4.9%

Sources:

(1) County population estimates are from data developed by Portland State University
Population Research Center. Population for 2008/2009 has been estimated by RVS.

(2) District population estimates are based on the number of residential units, including multiple family
spaces, times the population per household in Jackson County.

(3) The City of Eagle Point was annexed into the boundaries of RVS effective
September 1998, the City of Central Point was annexed into the boundaries of.
RVS effective January 2001. However, the population estimates reflect their
inclusion in 1996, when management contracts were signed.

(4) The City of Jacksonville was annexed into the boundaries of RVS in May 2005.

(5) The City of Phoenix was annexed into the boundaries of RV'S in May 2006.

(6) Oregon Employment Department, for Jackson County. Per capita income
is two years lagging.
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Rogue Valley Sewer Services Table 5

Largest Consumption Customers
for the fiscal years ending June 30, 2009 - Unaudited

June 30, 2009 June 30, 2008

Monthly Percent Monthly Percent
Customer name Gallons Total Gallons Total
BEAR CREEK OPERATIONS 6,196,605 7.1% 2,227,778 3.4%
BOISE CASCADE CORP 6,146,474 7.0% 6,535,250 9.9%
AMY'S KITCHEN 4,413,667 5.0% 4,111,000 6.2%
BOISE CASCADE CORP 3,591,250 4.1% 3,678,667 5.5%
CARESTREAM HEALTH INC (EASTMAN KODAK) 2,154,927 2.5% 2,050,400 3.1%
V A DOMICILIARY 1,959,111 2.2% 2,209,666 3.3%
JACKSON COUNTY FAIRGROUNDS 1,218,795 1.4% 1,506,273 2.3%
SOUTHERN OREGON LINEN 1,108,667 1.3% 1,153,083 1.7%
BOISE CASCADE CORP 900,000 1.0% 1,189,417 1.8%
BOC GASES 732,000 0.8% 572,667 0.9%
JACKSON COUNTY PUBLIC WORKS 597,614 0.7% 444,440 0.7%
USDA-NFC 582,667 0.7% 415,333 0.6%
WESTERN VENEER 558,750 0.6% 491,360 0.7%
PSC-RESTAURANT 484,953 0.6% 376,992 0.6%
TIMBER PROD CO 464,800 0.5% 295,560 0.4%
HOME DEPOT 438,515 0.5% 463,199 0.7%
CASCADE WOOD PROD 400,917 0.5% 474,080 0.7%
PSC # 24 CENTER 372,566 0.4% 184,756 0.3%
PACIFIC CREST 366,500 0.4% 482,333 0.7%
ASSOCIATED FRUIT 345,638 0.4% 470,420 0.7%
33,034,416 37.6% 29,332,674 44.2%

All other commercial customers 54,708,866 62.4% 36,966,218 55.8%

87,743,282 100.0% 66,298,892 100.0%

The above gallons of sewer effluent are the monthly average for respective fiscal years.
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Rogue Valley Sewer Services Table 6
Ratio of Outstanding Debt by Type

for the last ten fiscal years - Unaudited

Fiscal Total
Year Percent of
Ended Revolving Per Personal
June 30th Bonds Notes DEQ Loans Amount Capita Income
2009 $ - $1,187,491 $3,812,618 $5,000,109 $70.26 0.212%
2008 - 1,310,330 3,077,030 4,387,360 61.33 0.193%
2007 - 1,429,169 2,187,042 3,616,211 52.03 0.172%
2006 - 1,544,167 1,600,149 3,144,316 46.24 0.162%
2005 - 1,655,475 4,546,498 6,201,973 93.26 0.344%
2004 14,911 1,763,241 4,788,964 6,567,116 109.63 0.415%
2003 44,732 1,867,602 4,975,382 6,887,716 129.96 0.500%
2002 79,523 1,963,963 4,623,153 6,666,639 133.87 0.537%
2001 409,006 2,056,642 4,713,766 7,179,414 149.88 0.627%
2000 680,533 2,146,574 2,902,606 5,729,713 125.38 0.554%
Notes:

Bonds include general obligation improvement bonds and limited tax and assessment bonds
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Rogue Valley Sewer Services Table 7
Debt Coverage Ratio

for the last ten fiscal years - Unaudited

Fiscal
Year Less Net
Ended Operating Operating Available Debt Payments Coverage
June 30th Revenues Expenses Revenues Principal Interest Total Ratio
2009 $ 6,674,349 $ 4884483 $ 1,789,866 $ 203,830 $ 119,888 $ 323,718 5.53
2008 7,560,994 4,379,990 3,181,004 196,859 128,668 325,527 9.77
2007 7,278,610 4,322,365 2,956,245 190,159 137,124 327,283 9.03
2006 8,396,354 4,428,098 3,968,256 3,057,657 146,862 3,204,519 1.24
2005 8,046,763 4,204,964 3,841,799 670,232 318,061 988,293 3.89
2004 6,838,684 3,624,734 3,213,950 344,396 276,844 621,240 517
2003 5,809,021 3,266,213 2,542,808 308,964 296,334 605,298 4.20
2002 5,341,951 3,149,130 2,192,821 617,315 353,224 970,539 2.26
2001 5,239,572 2,684,867 2,554,705 440,602 268,848 709,450 3.60
2000 3,891,444 2,732,513 1,158,931 965,536 324,596 1,290,132 0.90
Notes:

Operating expenses exclude depreciation and amortization
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Rogue Valley Sewer Services Table 8

Number of Employees
for the last ten fiscal years - Unaudited

Fiscal
Year Ended

June 30th Administration Engineering  Maintenance Total
2009 10.0 9 11 30.0
2008 10.5 9 11 30.5
2007 8.5 9 11 28.5
2006 8 9 10 27
2005 9 8 10 27
2004 8 8 10 26
2003 7 8 10 25
2002 7 8 10 25
2001 7 8 10 25
2000 7 8 10 25

Source: Rogue Valley Sewer Services accounting records
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Rogue Valley Sewer Services Table 9

Principal Employers
June 30, 2009 - Unaudited
2008 and 5 years prior

2006 - 2008 (1) 2002
Employer Employees Rank Employees Rank
Harry & David Operations Corp (1) 3,500 1 3,700 1
Asante (RV Medical) (D 2,943 2 2,700 2
Providence Medical Center (D 1,271 3 - NA
Lithia Motors 3) 800 4 - NA
Boise Building Solutions D 750 5 - NA
Timber Products (D 650 6 864 5
Regency Bluecross Blueshield  (4) 460 7 - NA
City of Medford 2) 457 8 425 6
Rogue Valley Manaor &) 436 9 500 NA
Costco (D 309 10 - NA
11,576 8,189

Source:
(1) Southern Oregon Regional Economic Development, Inc figures from 2006-2008 (estimates only).

Total employment figures were provided by Oregon Employment Department Covered employment statistics.

Top ten employers from nine years ago was unavailable.
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Rogue Valley Sewer Services Table 10

Operating and Capital Indicators
for the last ten fiscal years - Unaudited

Fiscal Annual Line Annual Unused Percentage
Year Ended Miles of Capacity Transported Capacity Capacity
June 30th Sewer Million Gal Million Gal Total Utilized
2009 380 42,340 6,119 36,221 14%
2008 380 42,340 6,885 35,455 16%
2007 380 42,340 7,487 34,853 18%
2006 380 42,340 6,696 35,644 16%
2005 368 42,340 6,612 35,728 16%
2004 334 42,340 6,861 35,479 16%
2003 317 42,340 6,236 36,104 15%
2002 303 42,340 5,485 36,855 13%
2001 300 42,340 6,589 35,751 16%
2000 290 42,340 6,818 35,522 16%

Notes:

Annual line capacity is measured at the entrance to the City of Medford Wastewater
Treatment Plant. All flows into the treatment plant comes through the District's interceptor system.

Annual transported in millions of gallons is also measured at the entrance of the Wastewater
Treatment Plant on a calendar year basis. Data is provided by the City of Medford.

Based on an analysis of the system by section, RVS District Engineer has calculated a current
surplus capacity of 46%.
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' CERTIFIED PUBLIC ACCOUNTANTS
& BUSINESS ADVISORS

COMMENTS AND DISCLOSURES OF INDEPENDENT
AUDITORS' REQUIRED BY STATE STATUTE

To the Board of Commissioners
Rogue Valley Sewer Services
Central Point, Oregon

Oregon Administrative Rules 162-10 through 162-16 of the Minimum Standards for Audits of.
Oregon Municipal Corporations, prescribed by the Secretary of State in cooperation with the
Oregon State Board of Accountancy, enumerate the financial statements, schedules, comments
and disclosures required in audit reports. The required statements and schedules are set forth in-
preceding pages of this report. Required comments and disclosures related to our audit of such
statements and schedules are set forth as follows.

Report on Internal Control

We have audited the basic financial statements of Rogue Valley Sewer Services (RVS), as of and
for the year ended June 30, 2009, and have issued our report thereon dated November 4, 2009.

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 of material misstatement.

In planning and performing our audit, we considered RVS' 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
RVS' internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of RVS' internal control over financial reporting.

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

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the Commission's internal control. We consider the
deficiencies described in the management advisory letter to be significant deficiencies in internal
control over financial reporting. )

-42 -

1976 GARDEN AVENUE, EUGENE, OREGON 97403-1933 541.342.5161 541.342.3533 mx
ISLER CPA IS AN INDEPENDENT MEMBER OF THE ISLER ASSOCIATION OF ACCOUNTING FIRMS

~ islercpa.com



Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in internal control that
might be significant deficiencies or material weaknesses. We did not identify any deficiencies in internal
control over financial reporting that we consider to be material weaknesses, as defined above. However,
we believe that none of the significant deficiencies described above is a material weakness.
Compliance
As part of obtaining reasonable assurance about whether RVS’ basic financial statements are free of
material misstatements, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grants, including provisions of the Oregon Revised Statutes as specified in Oregon
Administrative Rules OAR 162-10-230 to 162-10-320, as set forth below, noncompliance with which could
have a direct and material effect on the determination of financial statement amounts.

e The accounting records and related internal controls.

e The amount and adequacy of collateral pledged by depositories to secure the deposit of public
funds.

e The requirements relating to debt.

e The requirements relating to preparation, adoption and execution of the annual budgets for the
fiscal years ended 2009 and 2010.

e The requirements relating to insurance and fidelity bond coverage.
e The statutory requirements pertaining to the investment of public funds.

e The requirements pertaining to the awarding of public contracts and the construction of public
improvements.

The results of our tests disclosed the following instances of noncompliance:
1. Expenditures exceeded budgeted amounts as disclosed in Note 2.

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.

This report is intended for the information of management and the State of Oregon, Secretary of State,
Audits Division. However, this report is a matter of public record and its distribution is not limited.

Isler CPA

o Punl R Piedan__

by Paul Nielson, a member of the firm
Eugene, Oregon
November 4, 2009
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