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Talbot, Korvola & Warwick i

Certified Public Accountants & Consultants

4800 S.W. Macadam, Suite 400 * Pordand, Oregon 97239-3973
503/274-2849 * Fax 503/274-2853

INDEPENDENT AUDITOR'S REPORT

December 3, 2007

Board of Directors
Oak Lodge Sanitary District
Milwaukie, Oregon

We have audited the accompanying basic financial statements of Oak Lodge Sanitary
District (the District), as of and for the years ended June 30, 2007 and 2006, 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 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 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 audit provides a reasonable basis for our opinion.

in our opinion, the basic financial statements referred to above present fairly, in all
material respects, the financial position of the District as of June 30, 2007 and 2006,
and the changes in its financial position and its cash flows for the years then ended in
conformity with accounting principles generally accepted in the United States of
America.

Management's Discussion and Analysis on pages 3 through 10 and the required
pension information on page 28 are not a required part of the basic financial statements
but are 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.

AN INDEPENDENTLY OWNED MEMBER OF THE RSM McGLADREY NETWORK
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Board of Directors

Oak Lodge Sanitary District
December 3, 2007

Page 2

Our audit was conducted for the purpose of forming an opinion on the financial
statements that collectively comprise the District's basic financial statements. The
supplementary information on pages 29 through 33 is presented for purposes of
additional analysis and is not a required part of the basic financial statements. This
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 accompanying Introductory Section on pages i through xi and the Statistical Section
on pages 34 through 44 are presented for purposes of additional analysis and are not a
required part of the basic financial statements. The introductory and statistical sections
have not been subjected to the auditing procedures applied in the audits of the basic
financial statements and, accordingly, we express no opinion on them

TALBOT, KORVOLA & WARWICK, LLP
Certified Public Accountants

<

Robert G. Moody, Jr?PaTer

By
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OAK LODGE SANITARY DISTRICT

MANAGEMENT'S DISCUSSION & ANALYSIS

FISCAL YEARS ENDED JUNE 30, 2007 & 2006

As management of Oak Lodge Sanitary 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 years ended June 30, 2007 and June 30, 2006. We encourage readers to consider the
information presented here in conjunction with the audited financial statements and other
additional information.

FINANCIAL HIGHLIGHTS

o Assets exceeded liabilities at the close of the fiscal year by $30,728,178 (net assets). Of
this amount, $9,461,831 or 30.80% (unrestricted net assets) may be used to meet ongoing
obligations to creditors and customers.

Total net assets increased $1,706,971 or 5.89%, from $29,021,207 to $30,728,178.

Total operating revenues increased $326,855 or 7.87%, from $4,152,883 to $4,479,738.
Total operating expenses increased $171,956 or 5.46%, from $3,149,216 to $3,321,172.
Operating income increased $154,899 or 15.43%, from $1,003,667 to $1,158,566.
Non-operating income increased $203,076 or 58.81%, from $345,329 to $548,405.

Change in net assets increased $357,975 or 26.54%, from $1,348,996 to $1,706,971.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the District's basic
financial statements. The District's basic financial statements include the following: 1)
Statements of Net Assets, 2) Statements of Revenues, Expenses, & Changes in Net Assets, 3)
Statements of Cash Flows, and 4) Notes to the Basic Financial Statements.

The District's basic financial statements are intended to provide a broad overview of the
District’s finances. The Statements of Net Assets present information on the District’'s assets,
liabilities, and net assets. The Statements of Revenues, Expenses, & Changes in Net Assets
present information on the District’'s operating and non-operating activities and resulting
changes in net assets. The Statements of Cash Flows present information on the District’s flow
of cash and cash equivalents; reporting beginning cash balances, sources and uses of cash,
and ending cash balances. The District's Notes to the Basic Financial Statements provide
additional information that is essential to a full understanding of the data provided in the
District’s basic financial statements.

The activities of the District comprise business-type activities. The District provides sanitary
sewer and surface water management services and recovers its costs through service charges
and sundry fees. Accordingly, the District is an enterprise entity, and its finances are accounted
for using proprietary fund accounting. Proprietary fund accounting is based on a flow of
economic resource measurement focus. This basis of accounting is otherwise known as
accrual accounting and provides that revenue is recorded when it is earned and expenses are
recorded when they are incurred.



OAK LODGE SANITARY DISTRICT

MANAGEMENT'S DISCUSSION & ANALYSIS (Continued)

FISCAL YEARS ENDED JUNE 30, 2007 AND 2006

FINANCIAL ANALYSIS OF THE DISTRICT
Statements of Net Assets

Net assets serve as a useful indicator of a government’s financial position. For the fiscal years
ended June 30, 2007 and June 30, 2006, the District's assets exceeded its liabilities at the close of
the fiscal years by $30,728,178 (net assets) and $29,021,207 (net assets), respectively. The
largest portion of the District's net assets, $21,266,347 or 69.21% and $21,052,912 or 72.55%,
reflects the District's investment in capital assets, respectively. The District uses its capital assets
to provide sanitary sewer and surface water management services that involve activities in the
management of the collection and treatment of wastewater. Consequently, capital assets are not
available for future spending.

The remaining balance of the District’'s net assets, $9,461,831 or 30.79% (unrestricted net assets)
at June 30, 2007, and $7,968,295 or 27.45% (unrestricted net assets) at June 30, 2006, may be
used to meet the District’'s ongoing obligations to creditors and customers.

STATEMENTS OF NET ASSETS

ASSETS
June 30,
2007 2006 2005
CURRENT ASSETS:
Cash and cash equivalents $ 800,787 $ 685,612 $ 297,532
Temporary investments 8,391,291 7,063,148 4,803,388
Accounts receivable 739,691 704,327 814,389
Investment interest receivable 18,495 14,475 13,210
Prepaid expenses - - 4,764
Refundable deposits - - 3,284
TOTAL CURRENT ASSETS 9,950,264 8,467,562 5,936,567
NON-CURRENT ASSETS:
Investments - - 1,000,000
Capital assets
Land, improvements and construction in progress 1,314,238 923,362 626,855
Other capital assets, net of accumulated depreciation 19,952,109 20,129,550 20,526,425
TOTAL NON-CURRENT ASSETS 21,266,347 21,052,912 22,153,280
TOTAL ASSETS $ 31,216,611 $ 29,520,474 $ 28,089,847
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES:
Accounts payable $ 172,730 $ 196,325 $ 129,152
Matured bond and interest payable 7,106 7,106 7,106
Accrued liabilities 308,597 295,836 281,378
TOTAL CURRENT LIABILITIES 488,433 499,267 417,636
NET ASSETS:
Invested in capital assets 21,266,347 21,052,912 21,153,280
Unrestricted net assets 9,461,831 7,968,295 6,518,931
TOTAL NET ASSETS 30,728,178 29,021,207 27,672,211
TOTAL LIABILITIES AND NET ASSETS $ 31,216,611 $ 29,520,474 $ 28,089,847




OAK LODGE SANITARY DISTRICT

MANAGEMENT'S DISCUSSION & ANALYSIS (Continued)

FISCAL YEARS ENDED JUNE 30, 2007 AND 2006

Statements of Revenues, Expenses, & Changes in Net Assets

For the fiscal years ended June 30, 2007 and June 30, 2006, the District's net assets increased
$1,706,971 or 5.89%, and $1,348,996 or 4.88%, respectively. The changes in net assets are the
result of the difference between the District's grand total revenue and grand total expense; the
District's grand total revenue was $5,028,143 and $4,498,212, while the District's grand total

expense was $3,321,172 and $3,149,216, respectively.

STATEMENTS OF REVENUES, EXPENSES, & CHANGES IN NET ASSETS
Fiscal Years Ended June 30,

OPERATING REVENUES:
Sanitary sewer service
Surface water management service

Inspection fees, licenses, and miscellaneous
TOTAL OPERATING REVENUES

OPERATING EXPENSES:
Personal services:
Administration
Operations
Payroll taxes
Employee benefits
Board of Directors
Materials and services:
Administration
Operations
Depreciation
TOTAL OPERATING EXPENSES
OPERATING INCOME
NON-OPERATING INCOME:
Interest Income
CAPITAL CONTRIBUTIONS:
System development fees
CHANGE IN NET ASSETS
NET ASSETS, beginning of the year
NET ASSETS, end of the year

Revenues

The District’'s primary source of revenue is derived from sanitary sewer services (SSS) and
For the fiscal years ended June 30, 2007 and
June 30, 2006, sanitary sewer service revenue comprised $3,443,523 or 68.48% and
$3,142,053 or 69.86% of grand total revenue and surface water management service revenue
comprised $949,294 or 18.88% and $948,607 or 21.09% of grand total revenue, respectively.

REVENUE BY SOURCE

surface water management (SWM) services.

Interest Income
8.51%
Sundry Activity Fees
1.73%

2007 2006 2005
$ 3443523 $ 3,142,053 $ 3,056,006
949,294 948,607 945,143
86,921 62,223 210,883
4,479,738 4,152,883 4,212,032
358,425 357,195 350,161
896,099 811,356 829,958
129,525 113,159 114,013
335,357 314,124 252,152
5,304 7,355 8,726
416,685 348,739 390,412
402,618 380,634 320,875
777,159 816,654 799,502
3,321,172 3,149,216 3,065,799
1,158,566 1,003,667 1,146,233
427,913 253,680 153,752
120,492 91,649 197,011
1,706,971 1,348,996 1,496,996
29,021,207 27,672,211 26,175,215
$ 30,728,178 $ 29,021,207 $ 27,672,211

FISCAL YEAR 2007

SSS Service Charges
68.48%

System Development Fees

SWM Service Charges

18.88%

2.40%



OAK LODGE SANITARY DISTRICT

MANAGEMENT'S DISCUSSION & ANALYSIS (Continued)

FISCAL YEARS ENDED JUNE 30, 2007 AND 2006

Statements of Revenues, Expenses, & Changes in Net Assets (Continued)
Revenues (Continued)

For the fiscal years ended June 30, 2007 and June 30, 2006, the District's sanitary sewer service
revenue increased $301,470 or 9.60% and $86,047 or 2.82%, while the District's surface water
management revenue increased $687 or 0.07% and $3,464 or 0.37%, respectively. The increases
in sanitary sewer service revenue are primarily attributed to increases in sanitary sewer service
rates. Some of the increases in both sanitary sewer service revenue and surface water
management service revenue are attributed to the addition of new connections to the sewerage
system; there were more new connections to the sewerage system in the fiscal year ended June
30, 2007 than the prior fiscal year ended June 30, 2006.

The District experienced an increase in sundry revenue for the fiscal year ended June 30, 2007
compared to the fiscal year ended June 30, 2006; for the fiscal year ended June 30, 2007, the
District’'s sundry revenues increased $24,698 or 39.70%. This increase is attributed to processing
more sanitary sewer service tap and inspection permits and processing more surface water
management erosion control permits than the prior fiscal year. However, the District experienced a
decrease in sundry revenue for the fiscal year ended June 30, 2006 as a result of its early
termination of an intergovernmental management service contract with Water Environment
Services of Clackamas County; for the fiscal year ended June 30, 2006, the District's sundry
revenues decreased $148,660 or 70.50%.

For the fiscal years ended June 30, 2007 and June 30, 2006, the District's interest income
increased $174,233 or 68.68% and $99,928 or 64.99%, respectively. The increase in interest
income is attributable to an increased amount in District investments and increasing interest rates
on the District's investments; the District's weighted average 360-day yield on its total investment
portfolio was 5.15% at June 30, 2007, compared to 4.51% at June 30, 2006.

The District’s capital contributions increased as a result of an increase in system development fees;
for the fiscal year ended June 30, 2007, the District's system development fees increased $28,843
or 31.48%, whereas, for the fiscal year ended June 30, 2006, the District's system development
fees decreased $105,362 or 53.48%.

SUMMARY OF REVENUE BY SOURCE ACTIVITY
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OAK LODGE SANITARY DISTRICT

MANAGEMENT'S DISCUSSION & ANALYSIS (Continued)

FISCAL YEARS ENDED JUNE 30, 2007 AND 2006

Statements of Revenues, Expenses, & Changes in Net Assets (Continued)
Expenses

The District’s activities comprise three primary functions, including general administration,
sanitary sewer service (SSS) operation, and surface water management (SWM) operation. For
the fiscal years ended June 30, 2007 and June 30, 2006, the District’'s grand total expense was
$3,321,172 and $3,149,216, respectively. The District’'s total operating expense increased
$171,956 or 5.46% and $83,417 or 2.72%, respectively. These increases are attributed to
increases in personal services expense and materials and services expense.

SUMMARY OF EXPENSE BY TYPE

Fiscal Years Ended June 30,

2007 2006 2005
EXPENSES
Personal services $ 1,724710 $ 1,603,189 $ 1,555,010
Materials and services 819,303 729,373 711,287
Depreciation 777,159 816,654 799,502
TOTAL EXPENSES $ 3,321,172 $ 3,149216 $ 3,065,799

For the fiscal years ended June 30, 2007 and June 30, 2006, the District's total personal
services expense, including salary, benefits, and payroll taxes, increased $121,521 or 7.58%
and $48,179 or 3.10%, respectively. These increases are the result of filling two staff position
vacancies, overall increasing longevity of personnel, accrued vacation and compensatory leave
liabilities, and increases in mandatory employee benefits, including retirement contribution
funding requirements and health insurance premium contributions.

For the fiscal years ended June 30, 2007 and June 30, 2006 the District's total retirement
contribution funding requirements increased $15,600 or 11.60% and $66,900 or 98.97%,
respectively. The substantial increase for the fiscal year ended June 30, 2006 is primarily the
result of compulsory contributions to the Oregon Public Employees Retirement System (PERS)
for purposes of funding employees’ retirement pensions.

In addition, for the fiscal years ended June 30, 2007 and June 30, 2006, the District’s total
health insurance premium contribution requirements increased $7,539 or 4.91% and $12,020 or
8.49%, respectively, as a result of increased health insurance premium rates.

For the fiscal year ended June 30, 2007, total materials and services expense increased
$89,930 or 12.33%, while total depreciation expense decreased $39,495 or 4.84%. For the
fiscal year ended June 30, 2006, total materials and services expense increased $18,086 or
2.54%, while total depreciation expense increased $17,152 or 2.15%. Changes in materials
and supplies expense and depreciation expense are attributed to repair and maintenance
requirements and aging of capital assets, respectively.



OAK LODGE SANITARY DISTRICT

MANAGEMENT'S DISCUSSION & ANALYSIS (Continued)

FISCAL YEARS ENDED JUNE 30, 2007 AND 2006

Statements of Revenues, Expenses, & Changes in Net Assets (Continued)

Expenses (Continued)
SUMMARY OF EXPENSE BY TYPE
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Dollars

FINANCIAL ANALYSIS OF THE DISTRICT'S FUNDS

The District uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements. Fund accounting is consistent with the accrual basis of accounting, except
that capital outlay and encumbrances are budgeted, and depreciation is not budgeted. The
focus of fund accounting is to provide information on near-term inflows, outflows, and balances
of available resources. In particular, fund balance may serve as a useful measure of resources
available for spending at the end of the fiscal year. As of the end of the current fiscal year, the
Districts combined ending fund balance was $9,462,294; of this amount, the General Fund’s
ending fund balance was $1,408,160, the Sanitary Sewer Capital Improvement Fund’s ending
fund balance was $6,684,455, and the Surface Water Management Capital Improvement Fund’s
ending fund balance was $1,369,679. Please review the Financial Analysis of the District and
remaining sections of this Management's Discussion and Analysis to review other factors
concerning the finances of these funds.

BUDGET VARIANCES IN THE GENERAL FUND

The Districts original general fund budget for fiscal years ended June 30, 2007 and June 30,
2006 were adopted with no amendments or revisions and no significant deficiencies. For the
fiscal years ended June 30, 2007 and June 30, 2006 the District's net change in fund balance
for the General Fund was $82,701 and $233,688, respectively.

CAPITAL ASSET ACTIVITIES

The District’s capital asset activities include investments in land, buildings, treatment plant,
pump stations, process units, collection systems, plant & field equipment, vehicles, and office
equipment. Capital assets acquired by the District typically have lengthy life expectancies and
consequently, capital acquisitions tend to be cyclical in nature. Therefore, any comparisons of
capital asset activities on a year-to-year basis may not be meaningful beyond the asset
acquisition and subsequent depreciation. Capital activities for the fiscal year included
construction projects towards improving the treatment plant, installing collection systems,
replacing plant and field equipment, replacing vehicles, and acquiring office equipment.



OAK LODGE SANITARY DISTRICT

MANAGEMENT'S DISCUSSION & ANALYSIS (Continued)

FISCAL YEARS ENDED JUNE 30, 2007 AND 2006

CAPITAL ASSET ACTIVITIES (Continued)

Capital acquisitions for the fiscal year amounted to $990,593, compared to $716,286 in the prior
fiscal year. Examples of capital acquisitions for the fiscal year ended June 30, 2007 included
the following:

e Progress towards completing a master plan entailing the establishment of the District’s long-
term capital replacement objectives for sanitary sewer facilities ($233,908)

Improvements to wastewater treatment facilities ($65,650)

Improvements to sanitary sewer collection system ($2,700)

Improvements to surface water management collection system ($610,118)

Acquired facility & field equipment ($78,217)

For the fiscal year ended June 30, 2007, total capital investment of $990,593 was offset by
depreciation expense of $777,159. Therefore, total capital assets increased $213,435 or
1.01%, from $21,052,912 to $21,266,347. Capital asset information is more fully explained in
the Notes to the Basic Financial Statements on pages 16, 22, & 23 of this report.

SUMMARY OF CAPITAL ASSETS BY TYPE

Capital assets for the fiscal years ended June 30, 2007, 2006, & 2005 include the following:

June 30,
2007 2006 2005
Capital assets not being depreciated:

Land $ 563,433 $ 563,433 $ 563,433
Construction in progress 750,805 359,929 63,422
Subtotal 1,314,238 923,362 626,855

Capital assets being depreciated,

net of accumulated depreciation:
Administration building 355,738 365,619 375,500
Wastewater treatment plant 6,700,383 6,984,020 7,118,033
Sanitary sewer collection system 7,915,879 8,028,310 8,143,438
Surface water management collection system 3,569,450 3,172,181 2,995,585
Wastewater treatment plant equipment 998,559 1,138,876 1,323,836
Surface water management equipment 1,870 2,313 2,757
Vehicles and field equipment 267,216 248,520 252,909
Office equipment 143,015 189,711 314,367
Subtotal 19,952,109 20,129,550 20,526,425
Total capital assets, net of accumulated depreciation $ 21266347 $ 21,052,912 $ 21,153,280

ECONOMIC FACTORS & NEXT YEAR’S RATES

Effective July 1, 2007, the District's sanitary sewer service charge rates increased
approximately 15%. Together, with the unchanged surface water management service rate, the
total monthly service charges for the average single family household increased 11.77%, from
$28.03 per month to $31.33 per month. The cost to deliver both sanitary sewer and surface
water management services will continue to increase as the cost of labor, materials, and energy
escalate.



OAK LODGE SANITARY DISTRICT

MANAGEMENT'S DISCUSSION & ANALYSIS (Continued)

FISCAL YEARS ENDED JUNE 30, 2007 AND 2006

ECONOMIC FACTORS & NEXT YEAR'S RATES (Continued)

Additionally, new environmental regulations have been promulgated and more are on the
horizon. These new regulations include the establishment of pollutant load allocations, potential
inclusion of restrictions on heretofore unregulated constituents, potential regulation of effluent
discharge temperature, and the potential requirement for additional nutrient removal.

Legislation was passed in the 2007 Oregon Legislative Session that directs the Oregon
Department of Environmental Quality to study persistent bioaccumulative toxics in the
Willamette River and to report back to the Oregon Legislature. The cost of the study, estimated
at approximately $500,000, will be funded by the 52 largest municipalities including Oak Lodge
Sanitary District. The estimated cost for the District is approximately $3,500 per year for each of
2008 and 2009. This legislation also requires that municipalities implement toxic pollutant
reduction plans by 2011.

There is no mechanism for determining potential future costs associated with toxic pollutant
reduction plans until the study work is completed, the persistent bioaccumulative toxics
identified, and the presence of any such persistent bioaccumulative toxics in the Oak Lodge
system has been determined.

Building continues at an elevated level within the Oak Lodge Sanitary District service area.
Most of the new construction is infill and small subdivisions. However, interest rates are rising,
housing starts are decreasing, and market time is lengthening signaling the potential for a
significant decline in demand for new housing for the latter half of 2007 and into 2008.
Unemployment in Oregon remains low with little change in fiscal year 2006 — 2007 and little
change is forecasted for 2008.

Capital investment in the District’'s wastewater collection, transmission, and treatment facilities is
expected to increase dramatically following completion of a new Sanitary Sewer System Master
Plan. This new Master Plan identifies some $75 million of potential capital investment to meet
the short and long-term service needs of the community and to meet emerging and future
environmental regulatory requirements. The financial model associated with the Sanitary Sewer
System Master Plan indicates substantial rate increases to fund recapitalization of the District's
wastewater treatment facility. The District is preparing to embark on a wastewater treatment
facility pre-design process as the next step in further quantifying the investment necessary to
renovate the treatment facility to improve facility performance and reliability. The District does
not currently have the necessary funding to recapitalize its facilities and will likely have to issue
bonds to fund a significant portion of the necessary improvements.

REQUESTS FOR INFORMATION

This document as well as the audited financial statements and other associated information are
designed to provide a general overview of the District’s financial condition for all those with an
interest. Questions concerning any of the information contained in this document should be
addressed to R. Kent Squires, General Manager, Oak Lodge Sanitary District, 14611 S.E. River
Road, Milwaukie, OR 97267-1198.
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OAK LODGE SANITARY DISTRICT

Milwaukie, Oregon

STATEMENTS OF NET ASSETS

ASSETS

CURRENT ASSETS:
Cash and cash equivalents
Temporary investments
Accounts receivable
Investment interest receivable

TOTAL CURRENT ASSETS

NON-CURRENT ASSETS:
Land, improvements, and construction in progress
Other capital assets, net of accumulated depreciation

TOTAL NON-CURRENT ASSETS

TOTAL ASSETS

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES:
Accounts payable
Matured bond and interest payable
Accrued liabilities

TOTAL CURRENT LIABILITIES

NET ASSETS:
Invested in capital assets
Unrestricted net assets

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

See Notes to Basic Financial
- 11 -

June 30,

2007 2006
800,787 $ 685,612
8,391,291 7,063,148
739,691 704,327
18,495 14,475
9,950,264 8,467,562
1,314,238 923,362
19,952,109 20,129,550
21,266,347 21,052,912
31,216,611 $ 29,520,474
172,730 $ 196,325
7,106 7,106
308,597 295,836
488,433 499,267
21,266,347 21,052,912
9,461,831 7,968,295
30,728,178 29,021,207
31,216,611 $ 29,520,474

Statements.



OAK LODGE SANITARY DISTRICT

Milwaukie, Oregon

STATEMENTS OF REVENUES, EXPENSES
AND CHANGES IN NET ASSETS

OPERATING REVENUES:
Sanitary sewer service
Surface water management service

Inspection fees, licenses, and miscellaneous

TOTAL OPERATING REVENUES

OPERATING EXPENSES:

Personal services:
Administration
Operations
Payroll taxes
Employee benefits
Board of Directors

Materials and services:
Administration
Operations

Depreciation

TOTAL OPERATING EXPENSES
OPERATING INCOME

NON-OPERATING INCOME:
Interest Income

CAPITAL CONTRIBUTIONS:
System development fees
CHANGE IN NET ASSETS
NET ASSETS, beginning of the year

NET ASSETS, end of the year

Fiscal Years Ended June 30,

2007 2006
$ 3,443523 % 3,142,053
949,294 948,607
86,921 62,223
4,479,738 4,152,883
358,425 357,195
896,099 811,356
129,525 113,159
335,357 314,124
5,304 7,355
416,685 348,739
402,618 380,634
777,159 816,654
3,321,172 3,149,216
1,158,566 1,003,667
427,913 253,680
120,492 91,649
1,706,971 1,348,996
29,021,207 27,672,211
$ 30,728,178 % 29,021,207

Statements.

See Notes to Basic Financial



OAK LODGE SANITARY DISTRICT

Milwaukie, Oregon

STATEMENTS OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES:

Receipts from customers
Payments to suppliers
Payments to employees

NET CASH FROM OPERATING ACTIVITIES

CASH FLOWS FROM CAPITAL AND RELATED

FINANCING ACTIVITIES:
System development fees
Capital expenditures

NET CASH FROM CAPITAL AND RELATED

FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:
Proceeds from sales and maturities of investments

Purchase of investments
Interest received

NET CASH FROM INVESTING ACTIVITIES
NET INCREASE IN CASH

CASH AND CASH EQUIVALENTS, beginning

of year

CASH AND CASH EQUIVALENTS, end of year

Reconciliation of Operating Income to Net Cash

From Operating Activities
Operating income

Adjustments to reconcile operating income to net cash

from operating activities:

Depreciation expense

Changes in assets and liabilities:
Accounts receivable, net
Prepaid expenses
Refundable deposits
Accounts payable
Accrued liabilities

Net Cash From Operating Activities

See Notes to Basic Financial

- 13 -

Fiscal Years Ended June 30,

2007 2006
$ 4444374  $ 4,266,229
(842,898) (657,436)
(1,711,949) (1,588,731)
1,889,527 2,020,062
120,492 91,649
(990,593) (716,286)
(870,101) (624,637)
6,558,675 1,000,000
(7,883,960) (2,265,068)
421,035 257,723
(904,250) (1,007,345)
115,176 388,080

685,612 297,532

$ 800,787 $ 685,612
$ 1,158,566  $ 1,003,667
777,159 816,654

(35,364) 110,062

- 4,764

- 3,284

(23,595) 67,173

12,761 14,458

$ 1,889,527 $ 2,020,062

Statements.



OAK LODGE SANITARY DISTRICT
Milwaukie, Oregon

NOTES TO BASIC FINANCIAL STATEMENTS

FISCAL YEARS ENDED JUNE 30, 2007 AND 2006

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity

Oak Lodge Sanitary District (the District) is a special district organized and operating under
Oregon Revised Statutes, Chapter 450, and numerous other applicable statutes for purposes of
providing sanitary sewer and surface water management services. The District’'s geographical
boundaries encompass approximately six and one-half square miles in a highly urbanized area
of largely unincorporated Clackamas County and comprise less than ten percent of the
population of Clackamas County. The District also provides some services to individual
governmental entities located outside of the District's geographical boundaries, including the
City of Gladstone, City of Milwaukie, and Clackamas County Service District No. 1. These
cross-jurisdictional services are provided through intergovernmental agreements with the
entities.

The District is governed by a five member Board of Directors. The daily management of the
District is under the supervision of the General Manager, who is appointed by the Board of
Directors. The District is the level of government financially accountable for all District operations;
therefore, District related activity is included in the District’s financial statements. There are various
governmental agencies and service districts that provide services within the District's boundaries;
however, the District is not financially accountable for these entities, and accordingly, their financial
information is not included in the District’s financial statements.

Measurement Focus, Basis of Accounting, and Basis of Presentation

For financial reporting purposes, the District reports its operations on an enterprise fund basis.
Enterprise funds (a proprietary fund type) are accounted for on a flow of economic resources
measurement focus. This measurement focus provides that all assets and liabilities associated
with operations are included on the Statements of Net Assets. The Statements of Revenues,
Expenses, and Changes in Net Assets present increases (income) and decreases (expenses) in
District net assets.

The accrual basis of accounting is utilized by the District for financial reporting. Under the accrual
basis of accounting, income is recorded when earned and expenses are recorded at the time
liabilities are incurred. The District has applied all applicable Financial Accounting Standards
Board (FASB) pronouncements issued on or before November 30, 1989, unless those
pronouncements conflict with or contradict Governmental Accounting Standards Board (GASB)
pronouncements. The District has elected not to follow subsequent private sector guidance.

Operating and Non-Operating Revenues and Expenses

The District distinguishes operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services in connection with ongoing
operations, primarily the provision of services related to the collection and treatment of wastewater
and services related to the management of surface water.
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OAK LODGE SANITARY DISTRICT
Milwaukie, Oregon

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

FISCAL YEARS ENDED JUNE 30, 2007 AND 2006

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Operating and Non-Operating Revenues and Expenses (Continued)

Operating revenues include service charges and related fees for the provision of sanitary sewer
service, surface water management, and miscellaneous fees interconnected to the District's
ongoing operations. Operating expenses include all necessary costs related to the performance
and administration of the District's ongoing activities as well as depreciation expense on the
District’s capital assets.

Non-operating revenues and expenses include investment interest income and related expenses.
Capital contributions include system development fees and related items associated with new
connections to the District's collection and treatment facilities. Non-exchange transactions, in
which the District receives value without giving equal value in exchange, include customer and
developer contributions.

Use of Estimates

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

Deposits and Investments

Cash and Cash Equivalents - Cash and cash equivalents are considered to be cash on hand,
demand deposits, and short-term investments with original maturities of three months or less from
the date of acquisition.

Investments - Oregon Revised Statutes authorize the District to invest in general obligations of the
United States Government and its agencies, obligations of the States of Oregon, California, Idaho,
and Washington that have a rating of AA or better, A-2 or better rated commercial paper, banker’s
acceptances, Aa rated corporate bonds, time deposits, repurchase agreements, and the State of
Oregon’s Local Government Investment Pool (LGIP). Investments are reported at fair market
value. The reported value of the LGIP is the same as the fair value of the pool shares.

Receivables

Sanitary sewer service charges and surface water management service charges are billed, in
arrears, to residential, commercial, and industrial customers. To effectively balance workload,
maintain reasonable overhead, and cost-effectively manage the number of customer accounts
billed, customer accounts are divided into two billing cycles with each cycle billed bimonthly on an
alternating month basis. Sanitary sewer service charges and surface water management service
charges are due fifteen days from the last day of the billing period. Service charges not paid by the
fifteenth day of the following month are subject to an interest penalty of one percent per month on
the unpaid balance.

-15-



OAK LODGE SANITARY DISTRICT
Milwaukie, Oregon

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

FISCAL YEARS ENDED JUNE 30, 2007 AND 2006

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Receivables (Continued)

System development fees are generally due upon receipt of the service. However, in the event a
customer cannot pay the District's system development fee(s), Oregon Revised Statutes provide
for time payment. The District grants customers who request time payment the options provided
by law, including the opportunity to execute a promissory note with the District. Other fees,
including inspections, licenses, real property title search fees, reimbursements, and miscellaneous
items are generally due upon receipt of invoice.

Concentrations of credit risk with respect to receivables are limited due to the large number of
customers comprising the District's customer base and the District's authority per Oregon Revised
Statutes (ORS) 454.225 to collect delinquent service charges through a special assessment
against property owner’s real estate. In June, each year, accounts with balances exceeding $100,
and more than 120 days past due, are certified to the Clackamas County’s Assessor under
authority provided by ORS 454.225 and placed on the property tax role as a special assessment.
In addition to the service charges and accrued interest penalties, accounts certified are assessed a
$25 processing fee to help defray administrative expenses. Nevertheless, the District is still subject
to uncollectible revenues due to federal and state bankruptcy rules and regulations shielding
debtors from creditors and Clackamas County’s property tax and special assessment payment
discounts. Receivables, therefore, are reported net of an allowance for doubtful accounts; the
District's allowance for doubtful accounts is based on amounts subject to bankruptcy and the
District's proportionate share of Clackamas County’s property tax and special assessment payment
discounts issued to property owner’'s who pay at least two-thirds of their property tax and special
assessment bills by November 15 each year.

Capital Assets

Capital assets include land, buildings, drainage systems, machinery and equipment, vehicles, and
similar items, including intellectual property, with a cost of $5,000 or more, and an expected useful
life greater than three years. The cost of capital assets acquired and/or constructed includes all
expenses incurred in the acquisition or construction of the asset, including capital project master
planning, engineering design, legal services, and interest accrued during construction.

Capital assets acquired and/or constructed are capitalized and recorded at cost (or estimated
historical cost). Capital assets donated to the District are capitalized and recorded at their fair
market value at the time of their donation. Depreciation is computed using the straight-line method
over the estimated useful lives of the capital assets. The cost of normal maintenance and repairs
that do not add to the value of capital assets or materially extend capital assets’ estimated useful
life are expensed in the fiscal year incurred.

Capital assets’ estimated useful lives in years are as follows:

Capital Asset Type Estimated Useful Life In Years
Facilities 75
Buildings 50
Wastewater treatment plant 30
Wastewater treatment plant equipment 10
Vehicles and field equipment 10
Office Equipment 5
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OAK LODGE SANITARY DISTRICT
Milwaukie, Oregon

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

FISCAL YEARS ENDED JUNE 30, 2007 AND 2006

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Accrued Compensated Absences Liabilities

Employees earn sick, vacation, and personal holiday leave through their employment with the
District. Accumulated sick leave is not limited to a specific number of hours. Accumulated vacation
leave is limited to a maximum of one-hundred sixty hours. Accumulated personal holiday leave is
limited and subject to expiration after the last day of each calendar year. Employees may also
earn compensatory leave in lieu of overtime pay for hours worked in excess of eight hours per work
day or forty hours per work week. When an employee elects to receive compensatory leave in lieu
of overtime the employee is credited at one and one-half times the hours of overtime worked.
Accumulated compensatory leave is limited to a maximum of forty hours.

The District does not recognize an expense or accrue a liability for accumulated sick leave hours
because employees do not receive compensation for accumulated sick leave hours if they
separate from service with the District. The District does recognize an expense and accrue a
corresponding liability for accumulated vacation and compensatory leave hours because
employees do receive compensation for accumulated vacation and compensatory leave hours if
they separate from service with the District.

Employee Retirement Plan

Substantially all of the employees are participants in the Oregon Public Employees Retirement
System (PERS). Contributions to this plan are made on a current basis as required by the plan
and are recognized as an expense as incurred.

2. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Annual budgets are adopted on a basis consistent with the accrual basis of accounting, except that
capital outlay and encumbrances are budgeted and depreciation and bad debts expense are not
budgeted. A preliminary budget is prepared and presented to a Budget Committee, which is
comprised of the Board of Directors and an equal number of non-elected citizens. After public
meetings, the Budget Committee forwards its approved budget to the District's Board of Directors.
The Board conducts a public hearing, adopts the final budget and makes appropriations prior to the
beginning of the fiscal year.

Appropriations are made by fund at the major function level (personal services, materials and
services, operating contingencies, transfers to other funds, and capital outlay) for each fund
(General Fund, Sanitary Sewer Capital Improvement Fund and Surface Water Management
Capital Improvement Fund). 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 the fund's original budget may be adopted by the Board of Directors at a regular Board
meeting. A supplemental budget greater than 10% of the fund’s original budget requires hearings
before the public, publication in newspapers and approval by the Board of Directors. Original and
supplemental budgets may be modified by the use of appropriation transfers between levels of
control. Such transfers require approval by the Board of Directors. There were no supplemental
budgets or appropriation transfers made during the fiscal years ended June 30, 2007 and June 30,
2006. Appropriations lapse on June 30 of each fiscal year.
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OAK LODGE SANITARY DISTRICT
Milwaukie, Oregon

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

FISCAL YEARS ENDED JUNE 30, 2007 AND 2006

3. DETAILED NOTES ON ACCOUNTS

Deposits and Investments

At June 30, 2007 the District's deposits and investments were comprised of the following:

Fiscal Year 2007

Fair Market Value Percentage

Deposits, including cash and cash equivalents:
Cash on hand $ 400 0.00%
Demand deposits with financial institutions 800,387 8.71%
Subtotal 800,787 8.71%

Investments:

State of Oregon Local Government Investment Pool (LGIP) 4,733,950 51.50%
Wells Fargo Federal Home Loan Note 1,098,570 11.95%
Wells Fargo Fannie Mae Notes 2,038,980 22.18%
U.S. Bank Certificate of Deposit 519,792 5.65%
Subtotal 8,391,291 91.29%
Grand total deposits and investments $ 9,192,079 100.00%

At June 30, 2006 the District’s deposits and investments were comprised of the following:

Fiscal Year 2006

Fair Market Value Percentage

Deposits, including cash and cash equivalents:
Cash on hand $ 400 0.01%
Demand deposits with financial institutions 685,212 8.84%
Subtotal 685,612 8.85%

Investments:

State of Oregon Local Government Investment Pool (LGIP) 4,481,308 57.83%
Wells Fargo Federal Home Loan Note 997,900 12.88%
Wells Fargo Tennessee Valley Authority Zero Coupon Strip 1,083,940 13.99%
U.S. Bank Certificate of Deposit 500,000 6.45%
Subtotal 7,063,148 91.15%
Grand total deposits and investments $ 7,748,760 100.00%

Custodial Credit Risk (Deposits) — Custodial credit risk for deposits is the risk that, in the event of
the failure of a financial institution, the District will not be able to recover the value of its deposits
and collateral securities in the possession of the financial institution. The District's demand deposit
accounts, and time and saving deposit accounts with financial institutions are each insured by the
Federal Depository Insurance Corporation (FDIC) up to a maximum of $100,000. To provide
additional security, where balances exceed $100,000, Oregon statutes require the District's
depository bank public funds pool manager to issue Certificates of Participation (COPSs) in the
amount of the excess deposit, and pledge as collateral securities with a value of at least twenty-five
percent of the COPs, to the District. These securities are held by the banks who are considered to
be the District's agents. Deposits in excess of the FDIC insurance plus twenty-five percent of the
COPs are considered exposed to custodial credit risk. As of June 30, 2007, the District held
$800,387 (book balance) in deposits with a bank balance of $804,775; of this amount, $202,565
was insured by the FDIC, $375,000 was collateralized by securities held by the banks acting as
agents of the District in accordance with Oregon statutes, and $227,210 was uninsured and
uncollateralized.
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OAK LODGE SANITARY DISTRICT
Milwaukie, Oregon

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

FISCAL YEARS ENDED JUNE 30, 2007 AND 2006

3. DETAILED NOTES ON ACCOUNTS (Continued)

Deposits and Investments (Continued)

Custodial Credit Risk (Investments) — Custodial credit risk for investments is the risk that, in the
event of failure of counterparty, the District will not be able to recover the value of its investments or
collateral securities that are in the possession of an outside party. The District's investment policy
is to invest funds in a manner that ensures the protection of investment principal and the
preservation of capital while obtaining interest income commensurate with the level of risk and
current market conditions. The District's investment policy further requires investments to be
collateralized in accordance with Oregon statutes. At June 30, 2007, the District’s investments had
no exposure to custodial credit risk.

The Local Government Investment Pool (LGIP) is an open-ended, no-load diversified investment
portfolio within the Oregon Short-Term Fund (the Fund). The Fund is not registered with the U.S.
Securities and Exchange Commission as an investment company. The Fund is not managed as a
stable net asset value fund; as such, preservation of principal is not assured by the Oregon Short-
Term Fund Board. The Fund's policy for the LGIP Portfolio, however, is to provide a safe
environment for the short-term investment of public funds. The LGIP Portfolio’s objective is to
provide public entities with a mechanism that allows them to manage their funds in a manner that
seeks to ensure the preservation of their capital and the satisfaction of their liquidity requirements
while maximizing yield on their investment. The Fund is governed by the Oregon Short-Term Fund
Board. The Oregon Short Term Fund Board is comprised of seven members, including the Oregon
State Treasurer or his/her designee, three non-public agency members who are qualified by
training and experience in the field of investment and finance (appointed by the Oregon State
Treasurer), and three members who are treasurers, finance or fiscal officers, or business
managers of any county, city, or school district (appointed by the Oregon State Governor). The
Oregon Short Term Fund Board advises the Oregon Investment Council and Oregon State
Treasurer in the management and investments of the LGIP. (State of Oregon Office of the State
Treasurer, Local Government Investment Pool Information Statement, Accessed October 19, 2007,
the internet website address: http://www.ost.state.or.us/divisions/finance/LocalGovernment.htm.)

Credit Risk (Investments) — Credit risk is the risk that an issuer or other counterparty to an
investment will not fulfill its obligation. Oregon Revised Statutes restricts the District to specific
types of investments, including general obligations of the United States Government and its
agencies, obligations of the States of Oregon, California, ldaho, and Washington that have a rating
of AA or better, A-2 or better rated commercial paper, banker's acceptances, Aa rated corporate
bonds, time deposits, repurchase agreements, and Oregon’s Local Government Investment Pool
(LGIP).

The District’s investment policy is consistent with Oregon’s restrictions on investments. At June 30,
2007, the District's investments, other than investments in the LGIP, included a Federal Home
Loan Note in the amount of $1,098,570 with a rating of Aaa, two Fannie Mae Notes in the amount
of $2,038,980 with a rating of Aaa, and a time certificate of deposit in the amount of $519,792 with
a rating of AA2/AA-.
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OAK LODGE SANITARY DISTRICT
Milwaukie, Oregon

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

FISCAL YEARS ENDED JUNE 30, 2007 AND 2006

3. DETAILED NOTES ON ACCOUNTS (Continued)

Deposits and Investments (Continued)

Credit Risk (Investments) (Continued) — The Oregon Short-Term Fund (the Fund) is not
currently rated by an independent rating agency. The Fund’'s holdings, however, provide very
strong protection against losses from credit defaults; nevertheless, the Fund may be sensitive to
changing market conditions. The Fund'’s investment policy establishes minimum weighted average
credit quality ratings for the Fund’s holdings, including AA and Aa2 for Standard and Poor’'s and
Moody’s, respectively. As of June 30, 2007, the Fund’s weighted average rating was between the
AA+/Aal and AA/Aa2 ratings, respectively. (Secretary of State Audit Report, Oregon Short-Term
Fund For the Year Ended June 30, 2007, “Current OSTF Financial Statement,” Accessed October
19, 2007, at the website address: http://www.ost.state.or.us/about/boards/OSTF/About.htm.)

Concentration of Credit Risk (Investments) — Concentration of credit risk is the risk of loss
attributed to the magnitude of investment in a single issuer. The District's investment policy limits
investment in a single security type or with a single financial institution to no more than eighty
percent of the District’s total portfolio, with the exception of commercial paper and the LGIP.
Investments in commercial paper are limited to no more than thirty percent of the District’s total
portfolio at the time of investment, and investment in commercial paper of a single holding or single
issuer is further limited to no more than ten percent of the District's total portfolio. Investments in
the LGIP may exceed eighty percent of the District’s total portfolio as the Oregon Short-Term Fund
(the Fund) utilizes a variety of investment vehicles and financial institutions.

At June 30, 2007, the District’s investment types, as a percentage of the District’s total investment
portfolio, included U.S. Government Agency Securities (37.39%), time certificates of deposit
(6.19%), and the Local Government Investment Pool (56.42%). Investment types of the Oregon
Short-Term Fund (the Fund), as a percentage of the Fund's total investment portfolio, included
U.S. Government Agency Securities (49.00%), commercial paper (31.00%), corporate notes
(18.80%), and time certificates of deposit (1.20%). The Fund’s investment policy provides that the
maximum that may be invested in any one issuer, as a percentage of the Fund's total investment
portfolio, is thirty-three percent for U.S. agency securities, and five percent for commercial paper,
corporate notes, certificates of deposit, and banker’s acceptances. Further restrictions are outlined
in “Attachment A” of the Fund's LGIP Information Statement at the internet website address:
http://www.ost.state.or.us/divisions/finance/LocalGovernment.htm.

Interest Rate Risk (Investments) — Interest rate risk is the risk of loss attributable to liquidating
investments prior to maturity but subsequent to periods of increasing interest rates. The District's
investment policy is to match investment activity to cash flow requirements and invest to maturity in
an effort to avoid loss through untimely conversion of investments to cash. The District's
investment policy further limits investments to financial securities with maturity terms of eighteen
months or less to minimize exposure to fair value losses arising from increasing interest rates.
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OAK LODGE SANITARY DISTRICT
Milwaukie, Oregon

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

FISCAL YEARS ENDED JUNE 30, 2007 AND 2006

3. DETAILED NOTES ON ACCOUNTS (Continued)

Deposits and Investments (Continued)

Interest Rate Risk (Investments) (Continued) — At June 30, 2007, the District's weighted
average maturity for investments in U.S. Government Agency Securities and time certificates of
deposit was 10.15 months. The District’'s investment in the Local Government Investment Pool
(LGIP) may be liquidated on demand; however, earnings of the LGIP are ultimately affected by
interest rate risk of the LGIP’s underlying securities. To minimize interest rate risk, the Oregon
Short-Term Fund’s (the Fund) investment policy requires at least fifty percent of its total portfolio
mature within ninety-three days, not more than twenty-five percent of the portfolio may mature in
over a year, and no investments may mature over three years from settlement date; at June 30,
2007, the Fund’s weighted average maturity was 4.79 months.

At June 30, 2007 the District's investment portfolio comprised the following:

Credit 360-Day Maturities Percent of

Investment Type Rating Yield (Months) Portfolio $ Amount
Local Government Investment Pool See above 5.12% See above 56.42% $ 4,733,950
Certificates of Deposits AA2/AA- 5.14% 5.47 6.19% 519,792
U.S. Agency Securities

Federal Home Loan Note Aaa 5.17% 9.30 13.09% 1,098,570

Fannie Mae Notes Aaa 5.17% 11.80 24.30% 2,038,980
Grand total investments 100.00% $ 8,391,291

At June 30, 2006 the District’s investment portfolio comprised the following:

Credit 360-Day Maturities Percent of

Investment Type Rating Yield (Months) Portfolio $ Amount
Local Government Investment Pool See above 4.76% See above 63.45% $ 4,481,308
Certificates of Deposits AA2/AA- 5.33% 2.50 7.08% 500,000
U.S. Agency Securities

Federal Home Loan Note Aaa 3.35% 1.30 14.13% 997,900

Zero Coupon Strip Aaa 4.10% 3.57 15.35% 1,083,940
Grand total investments 100.00% $ 7,063,148

Accounts Receivable

Accounts receivable detail for the fiscal years ended June 30, 2007 and 2006 is as follows:

Balance Balance
June 30, 2007 June 30, 2006

Billed service charge revenue $ 559,971 $ 515,548
Unbilled service charge revenue accrued 192,901 178,808
Other 14,034 9,970
Subtotal 766,905 704,327
Allowance for doubtful accounts (27,214) -
Net accounts receivable $ 739,691 $ 704,327
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OAK LODGE SANITARY DISTRICT
Milwaukie, Oregon

NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

FISCAL YEARS ENDED JUNE 30, 2007 AND 2006

3. DETAILED NOTES ON ACCOUNTS (Continued)

Capital Assets

Capital asset activity for the fiscal year ended June 30, 2007 is as follows.

Balance Balance
June 30, 2006 Additions Disposals June 30, 2007
Capital Assets Not Being Depreciated:
Land $ 563,433 $ - $ - $ 563,433
Construction in Progress 359,929 457,845 (66,969) 750,806
Total Capital Assets Not Being Depreciated 923,362 457,845 (66,969) 1,314,239
Capital Assets Being Depreciated:
Administration Building 625,675 - - 625,675
Wastewater Treatment Plant 11,767,981 17,760 - 11,785,741
Sanitary Sewer Collection System 14,605,487 2,700 - 14,608,187
Surface Water Management Collection System 3,549,621 442,933 - 3,992,554
Wastewater Treatment Plant Equipment 2,280,222 46,322 - 2,326,544
Surface Water Management Equipment 25,449 - - 25,449
Vehicles & Field Equipment 920,666 51,370 - 972,036
Office Equipment 954,018 38,633 (6,725) 985,926
Total Capital Assets Being Depreciated 34,729,119 599,718 (6,725) 35,322,112
Less Accumulated Depreciation for:
Administration Building (260,056) (9,881) - (269,937)
Wastewater Treatment Plant (4,783,961) (301,397) - (5,085,358)
Sanitary Sewer Collection System (6,577,177) (115,131) - (6,692,308)
Surface Water Management Collection System (377,440) (45,664) - (423,104)
Wastewater Treatment Plant Equipment (1,141,346) (186,639) - (1,327,985)
Surface Water Management Equipment (23,136) (443) - (23,579)
Vehicles and Field Equipment (672,146) (32,674) - (704,820)
Office Equipment (764,307) (85,329) 6,725 (842,911)
Total Accumulated Depreciation (14,599,569) (777,159) 6,725 (15,370,003)
Total Capital Assets Being Depreciated, Net 20,129,550 (177,441) - 19,952,109
Total Capital Assets, Net $ 21,052,912 $ 280,404 $ (66,969) $ 21,266,348
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NOTES TO BASIC FINANCIAL STATEMENTS (CONTINUED)

FISCAL YEARS ENDED JUNE 30, 2007 AND 2006

3. DETAILED NOTES ON ACCOUNTS (Continued)

Capital Assets (Continued)

Capital asset activity for the fiscal year ended June 30, 2006 is as follows:

Balance Balance
June 30, 2005 Additions Disposals June 30, 2006
Capital Assets Not Being Depreciated:
Land $ 563,433 $ - $ - $ 563,433
Construction in Progress 63,422 359,929 (63,422) 359,929
Total Capital Assets Not Being Depreciated 626,855 359,929 (63,422) 923,362
Capital Assets Being Depreciated:
Administration Building 625,675 - - 625,675
Wastewater Treatment Plant 11,604,715 163,266 - 11,767,981
Sanitary Sewer Collection System 14,605,487 - - 14,605,487
Surface Water Management Collection System 3,329,285 220,336 - 3,549,621
Wastewater Treatment Plant Equipment 2,280,222 - - 2,280,222
Surface Water Management Equipment 25,449 - - 25,449
Vehicles & Field Equipment 897,109 23,557 - 920,666
Office Equipment 941,398 12,620 - 954,018
Total Capital Assets Being Depreciated 34,309,340 419,779 - 34,729,119
Less Accumulated Depreciation for:
Administration Building (250,175) (9,881) - (260,056)
Wastewater Treatment Plant (4,486,682) (297,279) - (4,783,961)
Sanitary Sewer Collection System (6,462,049) (115,128) - (6,577,177)
Surface Water Management Collection System (333,700) (43,740) - (377,440)
Wastewater Treatment Plant Equipment (956,386) (184,960) - (1,141,346)
Surface Water Management Equipment (22,692) (444) - (23,136)
Vehicles and Field Equipment (644,200) (27,946) - (672,146)
Office Equipment (627,031) (137,276) - (764,307)
Total Accumulated Depreciation (13,782,915) (816,654) - (14,599,569)
Total Capital Assets Being Depreciated, Net 20,526,425 (396,875) - 20,129,550
Total Capital Assets, Net $ 21,153280 $ (36,946) $ (63,422) $ 21,052,912

Capital Project Commitments

The District enters into contracts for the design and construction of plant, facility replacement, and
facility improvements. At June 30, 2007, the District had approximately $556,946 in outstanding
capital project commitments.

The District’s capital project commitments at June 30, 2007 were as follows:

Remaining
Project Spent-to-Date Commitment
Sanitary sewer facilities construction $ 47,065 $ 470,898
Surface water management facilities construction 194,299 86,047
Total $ 241,364 $ 556,946

-23-



OAK LODGE SANITARY DISTRICT
Milwaukie, Oregon

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
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3. DETAILED NOTES ON ACCOUNTS (Continued)

Changes in Accrued Compensated Absences Liability

The District estimates one-hundred percent of its total accrued compensated absences leave
liability, including salary and related payroll expenses, is current and due within one fiscal year, and
accordingly, reports total accrued compensated absences leave liability as a current liability.
Accrued compensated absences are combined with accrued salary costs and reported in the
Statements of Net Assets as accrued liabilities. The District's accrued liability for compensated
absences increased $7,172 or 3.10% during the fiscal year.

The District’s accrued compensated absences liability balance changed as follows:

Balance Balance

June 30, 2006 Accrued Taken June 30, 2007

Accrued Compensated Leave Liability $ 230,911 $ 81,874 $ (74,703) $ 238,083
Balance Balance

June 30, 2005 Accrued Taken June 30, 2006

Accrued Compensated Leave Liability $ 206,913 $ 111,391  $ (87,393) $ 230,911

4. OTHER INFORMATION

Risk Management

The District is subject to the risk of loss related to torts, theft or damage to and destruction of
assets, errors and omissions and natural disasters. The District purchases commercial insurance
for all significant risks of loss. There was no significant reduction in the District's major categories
of insurance coverage and settlements have not exceeded insurance coverage for each of the past
three years.

Subsequent Events

The District entered into an agreement and release with the General Manager for early termination
of the General Manager's employment contract, which was scheduled to expire in October 2010.
The agreement and release effectively terminates the employment contract at the close of
business on December 31, 2007. The agreement and release requires the District to pay
$104,274 to the General Manager in fiscal year 2007-2008.

Deferred Compensation Plan

The District has a deferred compensation plan created in accordance with the Internal Revenue
Code Section 457, as amended. The plan is administered by independent plan administrators
through administrative service agreements. The plan is available to all employees of the District
after an initial probationary period of one year from date of employment. Employees may defer a
portion of their salary until future years. Deferred compensation is not available to employees until
termination, retirement, death, or financial hardship.
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NOTES TO BASIC FINANCIAL STATEMENTS (Continued)

FISCAL YEARS ENDED JUNE 30, 2007 AND 2006

4. OTHER INFORMATION (Continued)

Deferred Compensation Plan (Continued)

The plan’s assets are held in a custodial account for the exclusive benefit of participants and
beneficiaries, and are not subject to the claims of the District's creditors, nor can they be used by
the District for any purpose other than the payment of benefits to the plan participants.
Accordingly, these plan assets and related liabilities are not recorded in the District's Statements of
Net Assets.

Pension Plan

Plan Description — The District is a participating employer in the Oregon Public Employees
Retirement System (OPERS), an agent multiple-employer public employee retirement system
established under Oregon Revised Statues 238.600 that acts as a common investment and
administrative agent for public employers in the State of Oregon. OPERS is a defined benefit
pension plan that provides retirement and disability benefits, annual cost-of-living adjustments, and
death benefits to members and their beneficiaries. Benefits are established by state statute.

The Oregon Legislative Assembly created a second level or “Tier’ of OPERS benefits that modified
service and disability retirement allowances payable to persons who established OPERS
membership on or after January 1, 1996 (“Tier Two” members). Future interest credits are
assumed at 8.5% for Tier One and there is no guaranty of future interest credits for Tier Two
members.

In the 2003 legislative session, the Oregon Legislative Assembly created a successor plan for
OPERS. The Oregon Public Service Retirement Plan (OPSRP) is effective for all new employees
hired on or after August 29, 2003, and applies to any inactive OPERS members who return to
employment following a six month or greater break in service. The new plan consists of a defined
benefit program (the Pension Program) and a defined contribution portion (the Individual Account
Program or IAP). The Pension Program portion of OPSRP provides a life pension funded by
employer contributions. Benefits are calculated by a formula for members who attain normal
retirement age. The formula takes into account final average salary and years of service.

Beginning January 1, 2004, all OPERS member contributions go into the IAP portion of OPSRP.
OPERS members retain their existing OPERS accounts, but any future member contributions are
deposited into the member’s IAP, not the member's OPERS account. Those employees who had
established an OPERS membership prior to creation of OPSRP will be members of both the
OPERS and OPSRP systems as long as they remain in covered employment.

Both OPERS and OPSRP are administered by the Oregon Public Employees Retirement Board
(OPERB). The comprehensive annual financial report of the funds administered by the OPERB
may be obtained by writing to Oregon Public Employees Retirement System, P.O. Box 23700,
Tigard, OR 97281-3700, by calling (503) 598-7377, or by accessing the PERS web site at:
http://oregon.gov/PERS/section/financial_reports/financials.shtml.
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OAK LODGE SANITARY DISTRICT
Milwaukie, Oregon

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)

FISCAL YEARS ENDED JUNE 30, 2007 AND 2006

4. OTHER INFORMATION (Continued)

Pension Plan (Continued)

Funding Policy — Employer contributions are required by state statute and made at actuarially
determined rates as adopted by the OPERB. Covered employees are required by state statute to
contribute 6.0% of their annual salary to the system, but the employer is allowed to pay any or all of
the employees’ contribution in addition to the required employers’ contribution. Covered
employees of the District contribute 6.0% of their annual salary to the system; the District does not
pay any portion of the employees’ contribution.

All employers are required by law to submit the contributions as adopted by OPERB. For the fiscal
years ended June 30, 2007 and 2006 the District's annual pension expense of approximately
$150,100 and $134,500, respectively, was equal to the District’s required and actual contributions.
The required contributions were determined by actuarial valuations, using the entry age actuarial
cost method, completed as of December 31, 2003. The actuarial assumptions for the actuarial
valuation completed as of December 31, 2003 included an investment return of 8.00% per year,
projected salary increases of 4.25%, health care cost inflation graded from 8.50% in 2004 to 5.00%
in 2011, and a consumer price inflation component of 3.25%. The actuarial valuation completed as
of December 31, 2005 is to be used to establish the District’s rates and required contributions from
July 1, 2007 through June 30, 2009.

Annual Pension Cost — The District's pension liability and the annual required contribution rate for
the fiscal years ended June 30, 2007 and 2006 were determined using the entry age cost method.
The unfunded actuarial liability (UAL) created by this method, including gains and losses, is
amortized as a level percentage of salary over a period commencing on the valuation date (2001,
2003, 2005, and 2007) and ending on December 31, 2027 using closed amortization. Beginning in
2007, each valuation’s UAL will be amortized over 20 years, again using closed amortization.

For the fiscal years ended June 30, 2007 and 2006 the OPERB utilized a technique called asset
smoothing to determine the actuarial value of assets. The actuarial value of assets was reported at
fair market value, less a reserve equal to a pro-rata portion of the investment gains (losses) over
the four-year period ending on the valuation date. Investment gains (losses), effective from
January 1, 2000, are recognized at the rate of 25% per year. The actuarial value of assets is
limited to a 10% corridor above and below the fair market value.

A summary of the bills affecting OPERS resulting from the 2007 session can be found on the
OPERS web page at: http://oregon.gov/PERS/section/legislation/2007_Legislation.shtml.

The following table presents three year trend information on the District’'s annual pension expense:

Year Annual Percentage Net
Ended Pension of APC Pension
June 30, Cost (APC) Contributed Obligation

2007 $ 150,100 100% $
2006 134,500 100% -
2005 67,600 100% -
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NOTES TO BASIC FINANCIAL STATEMENTS (Continued)

FISCAL YEARS ENDED JUNE 30, 2007 AND 2006

4. OTHER INFORMATION (Continued)

Reclassification

Certain amounts in the basic financial statements for the fiscal year ended June 30, 2006 have
been reclassified, with no effect on total assets, net assets or changes in net assets, to be
consistent with the classifications adopted for the fiscal year ended June 30, 2007.
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OAK LODGE SANITARY DISTRICT
Milwaukie, Oregon

REQUIRED SUPPLEMENTARY INFORMATION

FISCAL YEARS ENDED JUNE 30, 2007 AND 2006

REQUIRED PENSION INFORMATION

The following table illustrates funding progress for the District's OPERS pension plan:

Actuarial Actuarial UAAL as a
Valuation Percentage
Date Percent Covered of Covered
December 31, AVA (1) AAL (2) UAAL (3) Funded Payroll Payroll
2005 $ 6,682,382 $ 6,214,494 $ (467,887) 108% $ 1,054,290 (44%)
2003 5,092,472 5,165,585 73,113 99% 1,007,346 7%
2001 5,195,655 4,017,492 (1,178,163) 129% 1,052,660 (112%)

(1) Actuarial Value of Assets
(2) Actuarial Accrued Liability
(3) Unfunded (Overfunded) Actuarial Accrued Liability.
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OAK LODGE SANITARY DISTRICT
Milwaukie, Oregon

GENERAL FUND

SCHEDULE OF REVENUES, EXPENDITURES, OTHER
FINANCING USE AND CHANGES IN FUND BALANCE -
BUDGET (NON-GAAP BASIS) AND ACTUAL

YEAR ENDED JUNE 30, 2007

Variance
Original and Positive
Final Budget Actual (Negative)
REVENUES:
Sanitary sewer service $ 3,436,680 $ 3,443,523 6,843
Surface water management service 936,000 949,294 13,294
Interest - sanitary sewer 200,000 352,340 152,340
Interest - surface water management 40,000 75,573 35,573
Inspection fees, licenses, and miscellaneous 42,500 86,921 44,421
TOTAL REVENUES 4,655,180 4,907,651 252,471
EXPENDITURES:
Personal services:
Administration
Salaries 378,659 358,425 20,234
Payroll taxes 32,300 29,403 2,897
Employee benefits 102,000 90,485 11,515
Board of Directors 10,000 5,304 4,696
Sanitary sewer service:
Salaries 762,000 691,705 70,295
Payroll taxes 89,800 77,659 12,141
Employee benefits 229,700 194,154 35,546
Surface water management:
Salaries 242,000 204,394 37,606
Payroll taxes 26,900 22,463 4,437
Employee benefits 64,300 50,718 13,582
Total personal services* 1,937,659 1,724,710 212,949
Materials and services:
Administration:
Professional fees 160,000 36,210 123,790
Legal and audit 82,000 69,820 12,180
Office supplies and equipment 112,900 96,382 16,518
Telecommunications services 15,600 8,738 6,863
Insurance 85,500 78,508 6,992
Elections 4,000 2,633 1,367
Conference and training 40,000 13,834 26,166
Dues and publications 29,000 17,236 11,764
Office systems maintenance 61,000 55,374 5,626
Banking services 10,000 7,316 2,684
Services charge to others 10,386 9,323 1,063
Government taxes and fees 19,000 25,734 (6,734)
Public relations 43,000 24,840 18,160
Vehicle operation 9,100 9,369 (269)

* Legally adopted appropriation level.
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OAK LODGE SANITARY DISTRICT

Milwaukie, Oregon

GENERAL FUND (Continued)

SCHEDULE OF REVENUES, EXPENDITURES, OTHER
FINANCING USE AND CHANGES IN FUND BALANCE -
BUDGET (NON-GAAP BASIS) AND ACTUAL (Continued)

Materials and services (Continued):

Sanitary sewer service:
Materials and supplies
Utilities
Small tools
Repair and maintenance
Vehicle operations
Collection system
Biosolids handling
Contractual laboratory services

Surface water management:

Materials and supplies
Utilities
Small tools
Repair and maintenance
Vehicle operations
Storm sewer system
Contractual laboratory services

Total materials and services*
OPERATING CONTINGENCIES*
TOTAL EXPENDITURES

REVENUES IN EXCESS
OF EXPENDITURES

OTHER FINANCING USE:
Transfers to other funds*

NET CHANGE IN FUND BALANCE
FUND BALANCE, July 1, 2006

FUND BALANCE, June 30, 2007

* Legally adopted appropriation level.

YEAR ENDED JUNE 30, 2007
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Variance
Original and Positive

Final Budget Actual (Negative)
$ 80,000 $ 52,617 $ 27,383
202,000 160,879 41,121
56,000 32,463 23,537
128,000 129,309 (1,309)
16,000 9,735 6,265
39,000 1,621 37,379
10,000 3,651 6,349
17,000 5,118 11,882
2,700 2,077 623
1,000 1,151 (151)
3,000 1,539 1,461
6,300 4,370 1,930
8,000 4,698 3,302
14,000 4,880 9,120
15,000 2,780 12,220
1,279,486 872,205 407,281
160,000 - 160,000
3,377,145 2,596,915 780,230
1,278,035 2,310,736 1,032,701
2,228,035 2,228,035 -
(950,000) 82,701 1,032,701
950,000 1,325,459 375,459
$ - $ 1408160 $ 1,408,160




OAK LODGE SANITARY DISTRICT

SANITARY SEWER CAPITAL IMPROVEMENT FUND

Milwaukie, Oregon

SCHEDULE OF REVENUES, EXPENDITURES, OTHER
FINANCING SOURCE AND CHANGES IN FUND BALANCE -
BUDGET (NON-GAAP BASIS) AND ACTUAL

REVENUES:
System development fees

EXPENDITURES:
Capital outlay:

Facility equipment
Facility modification and expansion
Collection system equipment
Line extension and replacement
Office equipment
Facility improvement

TOTAL EXPENDITURES*

(DEFICIENCY) OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOURCE:
Transfers from other funds*

NET CHANGE IN FUND BALANCE
FUND BALANCE, July 1, 2006

FUND BALANCE, June 30, 2007

*Legally adopted appropriation level.

YEAR ENDED JUNE 30, 2007
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Variance
Original and Positive

Final Budget Actual (Negative)
$ 120,000 $ 120,492 $ 492
71,000 13,280 57,720
940,000 299,558 640,442
176,000 12,035 163,965
10,000 2,700 7,300
11,250 - 11,250
15,000 - 15,000
1,223,250 327,573 895,677
(1,103,250) (207,081) 896,169
1,598,347 1,598,347 -
495,097 1,391,266 896,169
3,901,619 5,293,189 1,391,570
$ 439,716 $ 6,684455 $ 2,287,739




OAK LODGE SANITARY DISTRICT
Milwaukie, Oregon

SURFACE WATER MANAGEMENT CAPITAL IMPROVEMENT FUND

SCHEDULE OF EXPENDITURES, OTHER FINANCING SOURCE
AND CHANGES IN FUND BALANCE -
BUDGET (NON-GAAP BASIS) AND ACTUAL

YEAR ENDED JUNE 30, 2007

Variance
Original and Positive
Final Budget Actual (Negative)
EXPENDITURES:

Capital outlay:

Office equipment $ 3,750 $ - $ 3,750
Collection system equipment - - -
Facility improvement 5,000 - 5,000
Storm sewer extensions and replacements 839,000 610,118 228,882
TOTAL EXPENDITURES* 847,750 610,118 237,632

(DEFICIENCY) OF REVENUES
OVER EXPENDITURES (847,750) (610,118) 237,632

OTHER FINANCING SOURCE:

Transfers from other funds* 629,688 629,688 -
NET CHANGE IN FUND BALANCE (218,062) 19,570 237,632
FUND BALANCE, July 1, 2006 1,135,875 1,350,109 214,234
FUND BALANCE, June 30, 2007 $ 917813 $ 1,369,679 $ 451,866

*Legally adopted appropriation level.
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OAK LODGE SANITARY DISTRICT
Milwaukie, Oregon

RECONCILIATION OF BUDGETARY REVENUES
AND EXPENDITURES TO CHANGE IN NET ASSETS

YEAR ENDED JUNE 30, 2007

Surface Water
Sanitary Sewer Management

Capital Capital
General Improvement Improvement
Fund Fund Fund Total

Revenues $ 4907651 $ 120,492 $ - $ 5,028,143
Expenditures (2,596,915) (327,573) (610,118) (3,534,607)
TOTAL $ 2,310,736 $ (207,081) $ (610,118) 1,493,537

ADD (DEDUCT) ITEMS TO RECONCILE TO

AN ENTERPRISE FUND REPORTING BASIS:

Capital outlay expenditures capitalized 990,593
Depreciation (777,159)
Change in Net Assets $ 1,706,971
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STATISTICAL SECTION

This part of the District's comprehensive annual financial report presents detailed information as
a context for understanding what the information in the financial statements, note disclosures,
and required supplementary information says about the government’s overall financial health.

Contents

Financial Trends — These schedules contain trend information to help the reader
understand how the District’s financial performance and well-being have changed over
time.

Revenue Capacity — These schedules contain information to help the reader assess the
District's most significant revenue source.

Demographic & Economic Information — These schedules offer demographic and
economic indicators to help the reader understand the environment within which the
District's financial activities take place.

Operating Information — These schedules contain service and infrastructure data to help
the reader understand how the information in the District's financial report relates to the
services the District provides and the activities it performs.
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OAK LODGE SANITARY DISTRICT

STATEMENTS OF NET ASSETS

LAST 10 FISCAL YEARS

ASSETS

CURRENT ASSETS:
Cash and cash equivalents
Temporary investments
Accounts receivable
Other receivables
Investment interest receivable
Prepaid expenses
Refundable deposits
TOTAL CURRENT ASSETS
NON-CURRENT ASSETS:
Investments
Capital assets:
Land, improvements, and construction in progress
Other capital assets, net accumulated depreciation
TOTAL CAPITAL ASSETS

TOTAL NON-CURRENT ASSETS

TOTAL ASSETS

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES:
Accounts payable
Matured bond and interest payable
Accrued liabilities
TOTAL CURRENT LIABILITIES
TOTAL LIABILITIES

NET ASSETS:
Invested in capital assets
Unrestricted net assets
TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

Fiscal Years Ended June 30,

1998 1999 2000 2001 2002 2003 (1) 2004 2005 2006 2007

$ 103513 $ 142,243 $ 3246 $ 263440 $ 266,460 $ 451,580 $ 143502 $ 297,532 $ 685,612 $ 800,787
5,774,644 5,898,329 7,243,434 4,796,019 4,538,330 4,151,693 5,479,385 4,803,388 7,063,148 8,391,291
497,755 493,608 553,076 528,054 662,591 633,068 633,549 814,389 704,327 739,691
- - - - 76,250 - - - - -
- - - - - - - 13,210 14,475 18,495
- - - - - - 15,261 4,764 - -
4,050 4,050 4,050 4,050 4,050 4,050 3,510 3,284 - -
6,379,962 6,538,230 7,803,806 5,591,563 5,547,681 5,240,391 6,275,207 5,936,567 8,467,562 9,950,264

- - - - - - - 1,000,000 - -
590,707 213,098 213,098 413,433 413,433 563,433 1,011,334 626,855 923,362 1,314,238
5,289,316 6,427,149 6,661,535 10,036,686 11,453,903 19,516,061 19,403,693 20,526,425 20,129,550 19,952,109
5,880,023 6,640,247 6,874,633 10,450,119 11,867,336 20,079,494 20,415,027 21,153,280 21,052,912 21,266,347
5,880,023 6,640,247 6,874,633 10,450,119 11,867,336 20,079,494 20,415,027 22,153,280 21,052,912 21,266,347
$12,259,985 $13,178,477 $14,678,439 $16,041,682 $17,415,017 $25,319,885 $26,690,234 $28,089,847 $29,520,474 $31,216,611
$ 606268 $ 181,155 $ 153,222 $ 48,478 $ 262,363 $ 84930 $ 281673 $ 129,152 $ 196,325 $ 172,730
7,106 7,106 7,106 7,106 7,106 7,106 7,106 7,106 7,106 7,106
141,864 154,857 136,103 185,295 231,459 223,674 226,240 281,378 295,836 308,597
755,238 343,118 296,431 240,879 500,928 315,710 515,019 417,636 499,267 488,433
755,238 343,118 296,431 240,879 500,928 315,710 515,019 417,636 499,267 488,433
5,880,023 6,640,247 6,874,633 10,450,119 11,867,336 20,079,494 20,415,027 21,153,280 21,052,912 21,266,347
5,624,724 6,195,112 7,507,375 5,350,684 5,046,753 4,924,681 5,760,188 6,518,931 7,968,295 9,461,831
11,504,747 12,835,359 14,382,008 15,800,803 16,914,089 25,004,175 26,175,215 27,672,211 29,021,207 30,728,178
$12,259,985 $13,178,477 $14,678,439 $16,041,682 $17,415,017 $25,319,885 $26,690,234 $28,089,847 $29,520,474 $31,216,611

(1) In 2003 the District recalculated the value of its infrastructure assets based on a new depreciation schedule and retrospective costing using historical inflation and current construction costs.
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OAK LODGE SANITARY DISTRICT
STATEMENTS OF REVENUES, EXPENSES, & CHANGES IN NET ASSETS
LAST 10 FISCAL YEARS

Fiscal Years Ended June 30,

1998 1999 2000 2001 2002 2003 (1) 2004 2005 2006 2007
OPERATING REVENUES:
Sanitary sewer service $ 2,148,089 $ 2,189,325 $ 2,230,839 $ 2,346,723 $ 2,599,765 $ 2,578,055 $ 2,754,077 $ 3,056,006 $ 3,142,053 $ 3,443,523
Surface water management service 599,230 607,323 666,289 911,669 950,400 871,064 915,083 945,143 948,607 949,294
Inspection fees, licenses, and miscellaneous 49,633 51,572 89,636 51,919 44,782 47,732 158,324 210,883 62,223 86,921
TOTAL OPERATING REVENUES 2,796,952 2,848,220 2,986,764 3,310,311 3,594,947 3,496,851 3,827,484 4,212,032 4,152,883 4,479,738
OPERATING EXPENSES:
Personal services:
Administration 244918 271,427 290,250 296,406 322,147 318,047 341,415 350,161 357,195 358,425
Operations 586,420 627,092 620,915 694,992 787,102 746,516 795,597 829,958 811,356 896,099
Payroll taxes 75,995 80,980 81,186 90,946 102,917 83,744 102,796 114,013 113,159 129,525
Employee benefits 130,556 142,663 156,048 179,066 210,319 199,835 211,683 252,152 314,124 335,357
Board of Directors 5,505 3,817 4,603 4,917 6,210 4,424 4,042 8,726 7,355 5,304
Vacation 14,442 11,955 1,546 19,930 40,016 - - - - -
Subtotal 1,057,836 1,137,934 1,154,548 1,286,257 1,468,711 1,352,566 1,455,533 1,555,010 1,603,189 1,724,710
Materials and services:
Administration 440,483 223,103 179,303 358,481 345,435 279,113 389,876 390,412 348,739 416,685
Operations 194,383 204,454 187,383 152,758 271,039 406,580 338,355 320,875 380,634 402,618
Subtotal 634,866 427,557 366,686 511,239 616,474 685,693 728,231 711,287 729,373 819,303
Depreciation 392,826 442,325 475,420 680,628 724,763 801,576 690,428 799,502 816,654 777,159
TOTAL OPERATING EXPENSES 2,085,528 2,007,816 1,996,654 2,478,124 2,809,948 2,839,835 2,874,192 3,065,799 3,149,216 3,321,172
OPERATING INCOME 711,424 840,404 990,110 832,187 784,999 657,016 953,292 1,146,233 1,003,667 1,158,566
NON-OPERATING INCOME:
Interest income 283,282 293,867 360,596 398,396 144,727 80,076 73,513 153,752 253,680 427,913
CAPITAL CONTRIBUTIONS:
System development fees 96,011 196,341 195,943 188,212 183,560 179,147 144,235 197,011 91,649 120,492
CHANGE IN NET ASSETS 1,090,717 1,330,612 1,546,649 1,418,795 1,113,286 916,239 1,171,040 1,496,996 1,348,996 1,706,971
NET ASSETS, beginning of the year 10,414,030 11,504,747 12,835,359 14,382,008 15,800,803 16,914,087 25,004,175 26,175,215 27,672,211 29,021,207
Restatement - - - - - 7,173,849 - - - -
NET ASSETS, beginning of the year as restated 10,414,030 11,504,747 12,835,359 14,382,008 15,800,803 24,087,936 25,004,175 26,175,215 27,672,211 29,021,207
NET ASSETS, end of the year $11,504,747 $12,835,359 $14,382,008 $15,800,803 $16,914,089 $25,004,175 $26,175,215 $27,672,211 $29,021,207 $30,728,178

(1) In 2003 the District recalculated the value of its infrastructure assets based on a new depreciation schedule and retrospective costing using historical inflation and current construction costs.
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Dollars

OAK LODGE SANITARY DISTRICT
REVENUES COMPARED TO EXPENSES
LAST 10 FISCAL YEARS
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OAK LODGE SANITARY DISTRICT
SANITARY SEWER SERVICE
CUSTOMER TYPE UNIT COUNT SUMMARY
LAST 10 FISCAL YEARS

Fiscal Year Ended June 30,

Customer Types 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
Single Family Residential 6,617 6,660 6,691 6,716 6,863 7,008 7,000 6,995 6,920 6,937
Multi-Family Residential 4,128 4,169 4,195 4,227 4,277 4,321 4,336 4,347 4,389 4,396
Commercial 1,374 1,402 1,401 1,392 1,352 1,328 1,384 1,440 1,451 1,408
Industrial 158 236 286 336 322 307 376 444 334 404
Other 391 398 541 688 555 425 487 556 473 473
Total 12,668 12,865 13,114 13,359 13,368 13,389 13,582 13,782 13,567 13,618
Source: Oak Lodge Sanitary District Records
OAK LODGE SANITARY DISTRICT
SANITARY SEWER SERVICE
CUSTOMER TYPE UNIT COUNT SUMMARY
LAST 10 FISCAL YEARS
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OAK LODGE SANITARY DISTRICT

MONTHLY SERVICE CHARGE RATES & FISCAL YEAR REVENUES

LAST 10 FISCAL YEARS

Sanitary Sewer Service

Surface Water Management

Average

Year Fixed Rate Variable Rate Monthly Rate Revenue Fixed Rate Variable Rate Revenue

2007 12.65 1.3400 22.03 3,443,523 6.00 N/A 949,294
2006 11.82 1.2500 20.57 3,142,053 6.00 N/A 948,607
2005 11.05 1.1700 19.24 3,056,006 6.00 N/A 945,143
2004 10.34 1.0900 17.97 2,754,077 6.00 N/A 915,083
2003 9.65 1.0200 16.79 2,578,055 6.00 N/A 871,064
2002 9.19 0.9690 15.97 2,599,765 6.00 N/A 950,400
2001 8.72 0.9270 15.21 2,346,723 6.00 N/A 911,669
2000 8.14 0.8585 14.15 2,230,839 4.00 N/A 666,289
1999 8.14 0.8585 14.15 2,189,325 4.00 N/A 607,323
1998 14.00 0.0000 14.00 2,148,089 4.00 N/A 599,230

Note: Average monthly rate based on 700 cubic feet of water consumed during the non-irrigation season.

Source: Oak Lodge Sanitary District Records.
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OAK LODGE SANITARY DISTRICT
SYSTEM DEVELOPMENT CHARGE RATES & FISCAL YEAR REVENUES
LAST 10 FISCAL YEARS

Sanitary Sewer Service

Year Fixed Rate Variable Rate Revenue

2007 1,657.10 N/A 120,492
2006 1,657.10 N/A 91,649
2005 1,657.10 N/A 197,011
2004 1,657.10 N/A 144,235
2003 1,657.10 N/A 179,147
2002 1,657.10 N/A 183,560
2001 1,657.10 N/A 188,212
2000 1,657.10 N/A 195,943
1999 1,657.10 N/A 196,341
1998 1,657.10 N/A 96,011

Source: Oak Lodge Sanitary District Records.

OAK LODGE SANITARY DISTRICT
SYSTEM DEVELOPMENT CHARGE REVENUES
LAST 10 FISCAL YEARS
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OAK LODGE SANITARY DISTRICT

Top Ten Rate Payers

Current Fiscal Year & Nine Years Prior

2007 1998

Customer Rank Revenue Rank Revenue
City of Gladstone 1 198,717 1 136,542
Willamette View, Inc. 2 177,937 2 87,384
Rose Villa, Inc. 3 96,372 3 56,628
Carlton Company 4 59,780 9 21,285
The Bluffs 5 41,065 6 25,800
Chesapeake Pointe Il Apartments 6 40,442 4 29,974
Rex Putnam High School 7 37,514 5 27,272
Concord Terrace Mobile Home Park 8 37,320 -
Highland Terrace Apartments 9 35,655 10 21,024
Fox Pointe Apartments 10 35,377 -
Vineyard Place Retirement Center - 7 23,808
Holly Acres Apartments - 8 23,424
Top Ten Customers' Total Service Charge Revenue 760,179 453,141
Grand Total District Service Charge Revenue 3,443,523 2,148,089
% of Grand Total District Service Charge Revenue 22.08% 21.10%

Source: Oak Lodge Sanitary District Records
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OAK LODGE SANITARY DISTRICT
PRINCIPAL EMPLOYERS
Current Fiscal Year & Nine Years Prior

2007 1998

Estimated Percentage of Estimated Percentage of
Customer Rank Employees ! Total Employment Rank Employees ! Total Employment
Carlton Company 1 401 1.67% 3 165 0.69%
Willamette View 2 390 1.63% 1 265 1.11%
Fred Meyer 3 228 0.95% 2 200 0.83%
Stanley Hydraulic Tools 4 180 0.75% 4 Unavailable N/A
Rose Villa 5 122 0.51% 5 109 0.45%
Rex Putman High School 6 120 0.50% 6 Unavailable N/A
Safeway 7 100 0.42% 7 100 0.42%
City of Gladstone 8 73 0.30% 8 75 0.31%
G.l. Joe's 9 42 0.18% 9 60 0.25%
Vineyard Retirement Center 10 30 0.13% 10 30 0.13%
Total Employees 1,686 7.03% 1,004 4.19%
Estimated Total Workforce in District Service Area 23,971 2 23,971 2
Estimated Population Equivalency 28,095 “ 24,468 4
Estimated Unemployment Rate 460% 3 3.80% 3
Estimated Median Household Income Unavailable 2 Unavailable 2
Estimated Per Capita Personal Income Unavailable 2 Unavailable 2
Source:

i

Employee counts based on direct customer correspondence and the Oregon Business Directory. (directoriesUSA, A division of
infoUSA, Inc. Oregon Business Directory. 2006-2007 Edition. Omaha, NE 68127)

2 Total estimated workforce & income figures in District service area based on figures produced by the U.S. Bureau of the Census,
Census 2000, for Census Designated Places (CDPs) (United States. Bureau of the Census. Census 2000. Date of Access:
November 25, 2005. Website Address: <http://www.census.gov/>). CDPs include 1) Jennings Lodge CDP, OR, 2) Oak Grove
CDP, OR, & 3) Oatfield CDP, OR; figures do not include District service area in the City of Gladstone, City of Milwaukie, and any
other part of unincorporated Clackamas County. Estimates are based on average figures of CDPs, including 1) Jennings Lodge
CDP, OR, 2) Oak Grove CDP, OR, & 3) two-thirds of Oatfield CDP, OR.

Estimated unemployment rate based on Oregon Employment Department's Oregon Labor Market Information June 2007
Unemployment Rate in Clackamas County, OR (Region 15) (State of Oregon. Employment Department. Labor & Market
Information. "Region 15 - Economy." Date of Access: October 10, 2007. Website Adress:
<http://www.qualityinfo.org/olmisj/labforce?key=region&areacode=4104000005&stat=unemprate>).

Estimated population equivalency based on Oak Lodge Sanitary District's fiscal year 2007 records regarding wastewater flows
and loads received by the District's wastewater treatment facility from July 1, 2006 through June 30, 2007.

w

IN
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OAK LODGE SANITARY DISTRICT
ESTIMATED POPULATION EQUIVALENCY
JUNE 30, 2007

Population Equivalency Parameters

Calculated Population Equvalent

S

S

@

LL

c

(@)

2

()

>

c

@)

O
Equivalent Dwelling Units 13,618] 2.62|1| 35,679
Flow (Average Dry Weather in MGD) 2.47] 100]2[ 24,700
BODS5 (Average Dry Weather Concentration in mg/L) 258] 0.17]3| 31,263
TSS (Average Dry Weather Concentration in mg/L) 293] 0.20]3| 30,179
Average Service Area Population Equivalent 30,455
City of Gladstone (Equivalent Dwelling Units) 813] 2.62|1 2,130
City of Milwaukie (Equivalent Dwelling Units) 54| 2.62|1 141
Clackamas County Service District #1 34| 2.62|1 89
Net Oak Lodge Sanitary District Population Equivalency 28,095

Footnotes:

Conversion Factors

1 People per Household

2 Gallons per Capita per Day

3 Pounds per Capita per Day
MGD - Million Gallons per Day
BODS5 - Biochemical Oxygen Demand
TSS - Total Suspended Solids
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OAK LODGE SANITARY DISTRICT
CAPITAL ASSET & OPERATING INFORMATION
LAST 10 FISCAL YEARS

Fiscal Years Ended June 30,

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
SANITARY SEWER SERVICE OPERATIONS
Equivalent Dwelling Units 12,668 12,865 13,114 13,359 13,368 13,389 13,582 13,782 13,567 13,618
Treatment Plant Operations
Plant Flow
(Units = Million Gallons Per Day)
Monthly Average 3.72 4.05 3.50 2.99 3.58 3.46 3.43 3.32 3.89 3.70
Permit Limitation (Dry Weater) 4.00 4.00 4.00 4.00 4.00 4.00 4.00 4.00 4.00 4.00
Annual Rainfall (inches) 42.80 57.38 41.81 26.04 47.15 44.90 37.77 39.00 52.35 48.75
Collection System Operations
Sewer Lines
Length (ft) 473,339 473,339 473,339 473,339 473,519 473,519 473,519 494,458 494,458 494,458
Inspected (ft) 17,475 26,648 96,354 54,814 14,180 58,501 11,126 28,460 6,976 10,774
Cleaned (ft) 103,263 95,956 194,396 60,416 180,703 173,431 52,367 84,228 222,558 88,220
Inspections
Residential 88 141 135 88 71 139 152 198 118 167
Commercial 3 16 37 6 1 18 15 3 10 3
Line Extensions 2 18 44 9 1 27 44 49 55 109
Miscellaneous 722 1,125 1,369 1,313 1,001 575 75 85 3 0
Miscellaneous
Other Information
Permits Issued 63 127 93 106 167 166 113 178 137 68
SURFACE WATER MANAGEMENT OPERATIONS
Estimated Length (ft) 343,200 343,200 343,200 343,200 343,200 343,200 343,200 343,200 355,316 355,316
Pipe Cleaned (ft) 7,365 7,625 2,608 2,938 3,578 3,905 3,530 1,963 2,870 620
Stream & Ditch Cleaned (ft) 816 743 588 662 675 4,025 601 530 292 343
Number of Catch Basins Cleaned 49 66 35 22 30 45 69 37 14 71
Cubic Yards of Material Removed 100 44 41 25 33 59 20 52 17 38
Problems Investigated 200 145 134 112 120 144 116 94 149 126

Source: Oak Lodge Sanitary District Records.

- 43 -



OAK LODGE SANITARY DISTRICT
EMPLOYMENT INFORMATION

LAST TEN FISCAL YEARS

Fiscal Years Ended June 30,

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
Administration
General Manager 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00
Assistant to the General Manager 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00
Administrative Support Specialist 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00
Office Specialist 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00
Accounting Specialist 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00
Billing Specialist 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00
Subtotal 6.00 6.00 6.00 6.00 6.00 6.00 6.00 6.00 6.00 6.00
Sanitary Sewer Service
Manager of Planning & Engineering (.5) 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50
Technical Services Specialist (.5) - - - 0.50 0.50 0.50 0.50 0.50 0.50 0.50
Operations Manager (.75) 0.75 0.75 0.75 0.75 0.75 0.75 0.75 0.75 0.75 0.75
Plant Operators (3) 3.00 3.00 3.00 3.00 3.00 3.00 3.00 3.00 3.00 3.00
Line Maintenance Technicians (3) 3.00 3.00 3.00 3.00 3.00 3.00 3.00 3.00 3.00 3.00
Laboratory Technician (1) 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00
Maintenance Mechanic (1) 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00
Landscape/Building Maintenance Worker (1) 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00
Solids Handling & Reuse Operator (1) 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00
Utility Clerk (.5) 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50
Utility Worker (1) 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00
Subtotal 12.75 12.75 12.75 13.25 13.25 13.25 13.25 13.25 13.25 13.25
Surface Water Management
Manager of Planning & Engineering (.5) 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50
Technical Services Specialist (.5) - - - 0.50 0.50 0.50 0.50 0.50 0.50 0.50
Operations Manager (.25) 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25
SWM Maintenance Technicians (2) 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00
Utility Clerk (.5) 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50 0.50
Subtotal 3.25 3.25 3.25 3.75 3.75 3.75 3.75 3.75 3.75 3.75
Grand Total 22.00 22.00 22.00 23.00 23.00 23.00 23.00 23.00 23.00 23.00
Employment Summary
Administration 6.00 6.00 6.00 6.00 6.00 6.00 6.00 6.00 6.00 6.00
Planning, Engineering, & Technical 1.00 1.00 1.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00
Treatment Plant Operations & Maintenance 8.71 8.71 8.71 8.71 8.71 8.71 8.71 8.71 8.71 8.71
Sanitary Sewer Field Operations 3.71 3.71 3.71 3.71 3.71 3.71 3.71 3.71 3.71 3.71
Surface Water Management Field Operations 2.58 2.58 2.58 2.58 2.58 2.58 2.58 2.58 2.58 2.58
Grand Total 22.00 22.00 22.00 23.00 23.00 23.00 23.00 23.00 23.00 23.00

Note: In the Employment Summary Section above, the Manager of Planning & Engineering Services & Technical Services Specialist job positions are

categorized in Planning, Engineering, & Technical, while the Operations Manager & Utility Clerk job positions are shared by three categories, including 1)
Treatment Plant Operations & Maintenance, 2) Sanitary Sewer Field Operations, & 3) Surface Water Management Field Operations.
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AUDIT COMMENTS AND DISCLOSURES
REQUIRED BY STATE REGULATIONS

Oregon Administrative Rules 162-10-050 through 162-10-320 incorporated in the
Minimum Standards for Audits of Oregon Municipal Corporations, prescribed by the
Secretary of State in cooperation with the Oregon State Board of Accountancy,
enumerate the financial statements, schedules, and comments and disclosures
required in audit reports. The required statements and schedules are set forth in the
preceding sections of this report. Required comments and disclosures related to the
audit of such statements and schedules are set forth in the following pages.



Talbot, Korvola & Warwick i

Certified Public Accountants & Consultants

4800 S.W. Macadam, Suite 400 ¢ Portland, Oregon 97239-3973
503/274-2849 » Fax 503/274-2853

AUDIT COMMENTS AND DISCLOSURES
REQUIRED BY STATE REGULATIONS

December 3, 2007

Board of Directors
Oak Lodge Sanitary District
Milwaukie, Oregon

We have audited the basic financial statements of Oak Lodge Sanitary District (the
District) as of and for the year ended June 30, 2007, and have issued our report
thereon dated December 3, 2007. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America.

ACCOUNTING AND INTERNAL CONTROL STRUCTURE

In planning and performing our audit, we considered the District's internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the District's internal control over financial
reporting. Accordingly, we do not express an opinion on the effectiveness of the
District's internal control over financial reporting.

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

A material weakness is a significant deficiency, or combination of significant
deficiencies, that results in more than a remote likelihood that a material misstatement
of the financial statements will not be prevented or detected by the entity's internal
control.

A INDEPENDENTLY OWNED MEMBER OF THE RSM McGLapreEY NETWORK
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AUDIT COMMENTS AND DISCLOSURES
REQUIRED BY STATE REGULATIONS (Continued)
Page 2

ACCOUNTING AND INTERNAL CONTROL STRUCTURE (Continued)

Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all
deficiencies in internal control that might be significant deficiencies or material
weaknesses. We did not identify any deficiencies in internal control over financial
reporting that we consider to be material weaknesses, as defined above.

ADEQUACY OF ACCOUNTING RECORDS

We found the District's accounting records to be adequate for audit purposes.

ADEQUACY OF COLLATERAL SECURING DEPOSITORY BALANCES

Oregon Revised Statutes Chapter 295 requires that each depository throughout the
period of its possession of public fund deposits shall maintain on deposit with its
custodians, at its own expense, securities having a value not less than 25% of the
certificates of participation issued by the pool manager for funds in excess of those
insured by the Federal Deposit Insurance Corporation. Our review of adequacy of
collateral securing depository balances indicated the collateral was sufficient during the
year ended June 30, 2007.

INVESTMENTS

Our review of deposit and investment balances indicated that, during the year ended
June 30, 2007, the District was in compliance with ORS Chapter 294 as it pertains to
investment of public funds.

BUDGET COMPLIANCE

The District appears to have complied with Local Budget Law (ORS 294.305 to
294.520) in the preparation, adoption and execution of its budget for the year ended
June 30, 2007, and in the preparation and adoption of its budget for the year ending
June 30, 2008. A description of the budgeting process is included in the Notes to the
Basic Financial Statements.

INSURANCE POLICIES AND FIDELITY BONDS

We have reviewed the District’s insurance and fidelity bond coverage at June 30, 2007.
We ascertained that such policies appeared to be in force and in compliance with legal
requirements relating to insurance and fidelity bond coverage. We are not competent
by training to comment on the adequacy of the insurance policies covering the District-
owned property at June 30, 2007.
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AUDIT COMMENTS AND DISCLOSURES
REQUIRED BY STATE REGULATIONS (Continued)
Page 3

PUBLIC CONTRACTS

The District’s procedures for awarding public contracts were reviewed and found to be
in accordance with ORS Chapter 279. ‘

OTHER

The following comments required by Oregon Minimum Standards are not applicable to
the District:

o Legal requirements relating to debt.
e Programs funded from outside sources.
¢ Financial reporting requirements.

o Highway funds.

*k &k Kk Kk Kk % %

This report is intended solely for the information and use of the Board of Directors,
management and the Oregon State Secretary of State Audits Division, and is not
intended to be and should not be used by anyone other than these specified parties.

TALBOT, KORVOLA & WARWICK, LLP
Certified Public Accountants

e

Robert G. Moody, Jr., 7értner
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