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CALL MEETING TO ORDER

ROLL CALL

REVIEW OF THE COUNCIL AGENDA AND MEETING

COUNCIL BUSINESS ITEMS

TRANSIENT LODGING TAX WORKSHOP

ADJOURNMENT

February 04, 2019

Page | 1



TRANSIT LODGING TAX
PROGRAM



HISTORY

Economic Development Strategy identified Tourism &
Hospitality as a pillar

Advisory Group established to City Manger to develop
Tourism Strategy

Outlook hired to prepare Tourism Strategy

Tourism Strategy approved by Resolution No. 2106-3307 (6/16)

Three focus areas:
Organizational Development
Destination Development
Destination Marketing



HISTORY

Fall 2016 City Council Work Sessions on organizational structure
(4 models — outside organization, Chamber, hire City staff, using
existing City staff)

October 2016 - Selection to use existing City staff and Ad
Hoc Committee

Council appointed Transit Lodging Tax (TLT) Ad Hoc Committee
December 2016

TLT commenced activities January 2017



HISTORY

Established Activities by City Council:

1.

An Ad Hoc Committee be established by the City Council
that would operate for no less than two and no more than four
years.

. The Ad Hoc Committee consist of not more than 13 members

drawing from members of the TLT Advisory Group plus a
person representing Airbnb /VRBO’s, a City Council member,
a general at-large citizen and Ex Officio members of the
Mayor and City Manager.

. The Ad Hoc Committee would be staffed by existing city staff.



HISTORY

4. The Ad Hoc Committee’s role would be to solicit for tourism
related facility projects, review proposals and make
recommendations to the City Council.

5. The City Council would make the decision on what tourism
related facility projects get funded.

6. The Ad Hoc Committee would make recommendations on
the small grant program to the City Council.



HISTORY

/. During the two year period the Ad Hoc committee

8.

9.

continues the discussion of an organizational model
appropriate for Newberg given the funding available and
report their recommendations back to the City Council.

The City discuss with the Chehalem Valley Chamber additional
services that could be provided such as FAM’s, Marketing and
Destination Development. Funding for these services would
come out of the Tourism Promotion expense line.

Funds be allocated for a consultant to conduct an assessment
of existing marketing material and provide recommendations
for updating or modifying marketing material.



HISTORY

TLT Marketing Subcommittee established rather than hiring
a consultant

Grant Program established for Small Grants and Destination
Development /Marketing Grants

Discussions on Organizational Structure



GRANTS

2016/2017 Small Grant

Approved

1. Oregon Camellia Society — American Camellia Society
2017 Annual Convention in Newberg - $2,000.

2. Chehalem Cultural Center — Newberg Camellia Festival &
Run/Walk - $6,550

3. Hoover-Minthorn House Museum — Informational Signs at Gates
to Hoover-Minthorn House Museum - $1,400.

4. Newberg Old Fashioned Festival = NOFF 2017 Grand Fireworks
Celebration - $3,500.

5. Yamhill Community Action Partnership — Light The Fire —
A YCAP Benefit - $6,550.



GRANTS

Not Approved

1. Tunes on Tuesday as Presented by the Young
Professionals of Yamhill Valley — 2017 Tunes on Tuesday
as Presented by the Young Professionals of Yamhill Valley:
Semi-Permanent Fencing Plan - $10,000.



GRANTS

2017/2018 Small Grant

Approved

1. Hoover-Minthorn House Museum — Herbert Hoover’s
Oregon Boyhood — An Exhibit and Marketing Plan - $2,500.
2. Anvil Academy — Newberg Grand Prix Cycle Kart Rally -
$2,500.
3. Oregon Truffle Festival — Oregon Truffle Festival Newberg
Weekend — the Terroir of Truffles - $7,000.
4. Chehalem Cultural Center — The Newberg Camellia Festival

and Run/Walk - $8,000.



GRANTS

Not Approved

1. Anvil Academy — Promotion of 2019 Newberg Grand Prix
Rally at Portland Indy Car Event - $10,000.



GRANTS

2017 /2018 Destination Development-Marketing Grant
Approved

1. Newberg Downtown Wineries Association — Strategic
Multi-Media Presence - $20,000.

2. Chehalem Cultural Center — Culinary Enrichment Center
- $250,000.

3.  Wolves & People — Steins to Vines Trail - $30,000.



GRANTS

Not Approved

1. Hoover-Minthorn House Museum —
Roof /Gutters/Electrical - $30,000.

2. Chehalem Park and Recreation District — Darnell Wright
Sport Complex Lighting - $225,000.

3. City of Newberg — Cultural District Wayfinding - $73,500.



VISIT NEWBERG

August 20, 2018 City Council /TLT Work Session on
organizational structure — Visit Newberg

December 17, 2018 — City Council - Agreement, Board of
Director Recommendation, & Info ltem; Tabled Agreement and
Info ltem

December 2018 — Visit Newberg filed Articles of Incorporation

January 22, 2019 — City Council - Tabled Agreement, Directed
TLT Committee to come back with start-up costs for Visit Newberg

January 30, 2019 — Visit Newberg held Organizational meeting



TLT AD HOC COMMITTEE

* January 31, 2019 - TLT Ad Committee and Marketing
Subcommittee informed they had been disbanded with legal
formation of Visit Newberg (actual terms ended in December
2018 but Committee’s agreed to continue for up to three months)

* December 17, 2018 City Council awarded $14,000 to the
Camellia Festival for 2019



VISIT NEWBERG START-UP COSTS
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NEXT STEPS

February 19, 2019 — Council reviews Start-up costs

City inform Chamber to use existing funds allocated for marketing
until Visit Newberg Executive Director is hired

Visit Newberg obtains 501(c)(6) status

Visit Newberg negotiations on office space and other
organizational matters and hire Executive Director

Negotiations with City /Visit Newberg on Agreement



NEXT STEPS

* May 20, 2019 — City Council review of Visit Newberg
Agreement, Business Plan & Budget for FY 2019/20

* Staff administers outstanding awarded Small and Destination
Development-Marketing Grants

* City Council to review modifications to City /Chamber contract
(May /June)

* Anticipated future quarterly reports from Visit Newberg and
Annual Business Plan & Budget



QUESTIONS
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City of

ewberg

City Council Business Session
February 4,2019 - 7:00 PM
Public safety building 401 east third street

CALL TO ORDER

ROLL CALL

PLEDGE OF ALLEGIANCE
PRESENTATIONS

Presentation of the Independent Auditor Report and the Comprehensive Annual
Financial Report for the year ended June 30, 2018
2019-02-04 Audit Report & CAFR RCA packet.pdf

CITY MANAGER'S REPORT
COUNCIL APPOINTMENTS

RCA Riverfront Master Plan Citizens Advisory Committee Appointment
RCA RMP CAC appt 2-4-19.doc

To consent to the Mayor’s Appointment of members to the Housing Needs
Assessment Project Advisory Committee.
RCA_HNA Committee_appointments Jack Kriz.pdf

RCA Community Visioning Advisory Committee Appointment
RCA CVAC Quinn appointment.docx

PUBLIC COMMENTS
CONSENT CALENDAR

Resolution 2019-3528, A resolution to authorize the City Manager to enter into a
professional services agreement with Kittelson & Associates, Inc. to design the
city’s 2019 Pavement Preservation Project in the amount of $131,855.00.
Res2019-3528 PvPsPj DgnAward r2.pdf

Resolution 2019-3535 Ratifying a Change Order for $10,923 to the contract
between WCCCA and Sabre Industries relating to the Clty of Newberg's piece of

the Emergency Communications System Upgrade Project
2019-02-04 RCA for Change Order #1.pdf

February 04, 2019
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https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/299123/2019-02-04_Audit_Report___CAFR_RCA_packet.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/296706/RCA_RMP_CAC_appt_2-4-19.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/297265/RCA_HNA_Committee_appointments_Jack_Kriz.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/299081/RCA_CVAC_Quinn_appointment.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/298318/Res2019-3528_PvPsPj_DgnAward_r2.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/299016/2019-02-04_RCA_for_Change_Order__1.pdf

IX. NEW BUSINESS

IX.a  Newberg Cultural District Annual Report for 2018
RCA Cultural District Annual Report 2019.pdf
NCD Annual Report April 2019.pdf

IX.b  Resolution 2019-3523, To initiate a resolution for an amendment to the Newberg
Comprehensive Plan and Municipal Code, Title 15: Development Code to allow
duplexes and triplexes in the R-1 zone.
RCA Res 2019-3523.pdf

IX.c Resolution 2019-3529, Initiate Development Code Amendment Vertical Housing
Regulations
RCA Resolution 2019-3529 - Amendment Vertical Housing Regulations.doc

IX.d Resolution 2019-3530, Initiate Development Code Amendment Residential parking
regulations downtown
RCA Resolution 2019-3530 - Amendment Residential Parking Regulations.doc

IX.e Resolution 2019-3531, Initiate Development Code Amendment commercial space
requirements for residential downtown
RCA Resolution 2019-3531 - Amendment Commercial Space Requirements.doc

IX.f  Update on Community Visioning Project
RCA CVAC 020419.docx
Communication Plan v4.xlsx
Bucket List.pdf
ANewBERG Community Profile Infographic v1.pdf

X. COUNCIL BUSINESS

Xl. ADJOURNMENT

ADA STATEMENT

Contact the City Recorder’s Office for physical or language accommodations at least 2 business
days before the meeting. Call (503) 537-1283 or email cityrecorder@newbergoregon.gov. For
TTY services please dial 711.

February 04, 2019
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https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/298240/RCA_Cultural_District_Annual_Report_2019.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/298241/NCD_Annual_Report_April__2019.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/300232/RCA_Res_2019-3523.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/299239/RCA_Resolution_2019-3529_-_Amendment_Vertical_Housing_Regulations.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/295670/RCA_Resolution_2019-3530_-_Amendment_Residential_Parking_Regulations.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/295686/RCA_Resolution_2019-3531_-_Amendment_Commercial_Space_Requirements.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/298306/RCA_CVAC_020419.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/295544/Communication_Plan_v4.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/295542/Bucket_List.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/295543/ANewBERG_Community_Profile_Infographic_v1.pdf

REQUEST FOR COUNCIL ACTION

DATE ACTION REQUESTED: February 4, 2019

Order Ordinance __ Resolution Motion XX Information __

No. No. No.
. . Contact P P for thi
SUBJECT: Audit report and Comprehensive ,tg,?]?,f,,atirzggé (ERATE0 RS

Annual Financial Report (CAFR) for June 30, 2018 | pept.: Finance

RECOMMENDATION:

Staff recommends City Council, by way of motion, to “accept the auditor’s report and the annual financial
statements”.

EXECUTIVE SUMMARY:

Each fiscal year, the City is required to engage a qualified municipal auditing firm to conduct an audit of
the City’s finances and audit the financial statements of the City for the purpose of expressing an
independent opinion on these financial statements. For the July 1, 2017 to June 30, 2018 fiscal year, the
City engaged Boldt, Carlisle + Smith (BCS) of Salem, Oregon to conduct this annual audit. On December
21, 2018, the City received an unmodified opinion (best results) on the financial statements. The City
also submitted the financial statements to the Secretary of State, Audits Division on December 27, 2018,
which is within the required timeframe. Each of you have been provided a hard copy of these financial
statements and one letter from BCS communicating the results of the audit. The public can find the
financial statements electronically at the City’s website under the Finance Department documents section.
At the February 4, 2019 Council meeting, Mr. Brad Bingenheimer, partner of BCS, will present a verbal
report to the Council regarding the audit and financial statements.

BACKGROUND:

This year, 1 am pleased to report that the auditors reported no significant deficiencies or material
weaknesses. This is the second audit in a row with this status. There were two minor budget violations
of $2,099 and $10,075 as reflected on page 170 that were accidentally not included in a supplemental
budget. | am pleased to point out that the City can proudly include in the June 30, 2018 CAFR the
Certificate of Achievement of Excellence in Financial Reporting for the June 30, 2017 statements for the
second year in a row. The Government Finance Officers Association (GFOA) established the Certificate
of Achievement for Excellence in Financial Reporting Program (CAFR Program) in 1945 to encourage
and assist state and local governments to go beyond the minimum requirements of generally accepted
accounting principles to prepare comprehensive annual financial reports that evidence the spirit of
transparency and full disclosure and then to recognize individual governments that succeed in achieving
that goal. The goal of the program is not to assess the financial health of participating governments, but
rather to ensure that users of their financial statements have the information they need to do so themselves.
The City of Newberg has a long history of receiving this award. Returning to the highest level of
professionalism benefits the City in citizen confidence, credit rating agencies, and business recruitment.
I would like to recognize Caleb Lippard, Assistant Finance Director, and Dan Keuler, Senior Accountant,
as well as the entire Finance and Court teams for their work. | would also like to thank the team from
Boldt, Carlisle + Smith for their service to the City.

The full CAFR and two letters to the governing body are included with this RCA.

City of Newberg: RCA MOTION Page 1




In the Spring of 2019, the City will conduct a Request For Proposals (RFP) for audit services. The City
performs an RFP generally no longer than every five years. Boldt, Carlisle + Smith was selected to
perform the annual audit in the 2004 RFP and successfully rose to the top of the 2009 and 2014 RFPs. We
expect to receive six to 10 proposals. The contracts are typically three year contracts with two optional
one-year extensions. The selection of the next auditor will be presented in April or May of 2019.

City of Newberg: RCA MOTION Page 2



1255 Lee Street SE Suite 210 Salem Oregon 97302 503.585.7751 503.370.3781
408 N Third Avenue Stayton Oregon 97383 50 2186 503.769.4312
200 Calapooia Street SW Albany Oregon 97321 541.928.3354 541.967.7668

www.bcsllc.com

To the Mayor and City Council
CITY OF NEWBERG
Newberg, Oregon

We have audited the governmental activities, business-type activities, each major fund and the
aggregate remaining fund information of CITY OF NEWBERG as of and for the year ended June 30, 2018,
and have issued our report thereon dated December 21, 2018. Professional standards require that we
advise you of the following matters relating to our audit.

Our Responsibility in Relation to the Financial Statement Audit

As communicated in our engagement letter dated May 30, 2018, our responsibility, as described by
professional standards, is to form and express opinions about whether the financial statements that have
been prepared by management with your oversight are presented fairly, in all material respects, in
accordance with accounting principles generally accepted in the United States of America. Our audit of
the financial statements does not relieve you or management of your respective responsibilities.

Our responsibility, as prescribed by professional standards, is to plan and perform our audit to obtain
reasonable, rather than absolute, assurance about whether the financial statements are free of material
misstatement. An audit of financial statements includes consideration of internal control over financial
reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control over financial
reporting. Accordingly, as part of our audit, we considered the internal control of the City solely for the
purpose of determining our audit procedures and not to provide any assurance concerning such internal
control.

We are also responsible for communicating significant matters related to the audit that are, in our
professional judgment, relevant to your responsibilities in overseeing the financial reporting process.
However, we are not required to design procedures for the purpose of identifying other matters to
communicate to you.

Planned Scope and Timing of the Audit

We conducted our audit consistent with the planned scope and timing we previously communicated to
you.

Compliance with All Ethics Requirements Regarding Independence

The engagement team, others in our firm, as appropriate, our firm, and our network firms have complied
with all relevant ethical requirements regarding independence.



Qualitative Aspects of the Entity’s Significant Accounting Practices
Significant Accounting Policies

Management has the responsibility to select and use appropriate accounting policies. A summary of the
significant accounting policies adopted by the City is included in Note 1 to the financial statements. The
City adopted new accounting policies for the implementation of Governmental Accounting Standards
Board Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits Other Than
Pensions. No matters have come to our attention that would require us, under professional standards, to
inform you about (1) the methods used to account for significant unusual transactions and (2) the effect
of significant accounting policies in controversial or emerging areas for which there is a lack of
authoritative guidance or consensus.

Significant Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’s current judgments. Those judgments are normally based on knowledge and
experience about past and current events and assumptions about future events. Certain accounting
estimates are particularly sensitive because of their significance to the financial statements and because
of the possibility that future events affecting them may differ markedly from management’s current
judgments.

The most sensitive accounting estimates affecting the financial statements are:.

Management’s estimate of the depreciation expense which is based on management’s estimate of the
economic useful life of capital assets. We evaluated the key factors and assumptions used to develop
the depreciation expense in determining that it is reasonable in relation to the financial statements
taken as a whole.

Management’s estimate of the net pension liability, deferred outflows and deferred inflows are based
on an actuarial valuation performed on the Oregon Public Employees Retirement System Plan and the
City of Newberg Employees Retirement Plan. We evaluated the key factors and assumptions used in
the actuarial valuation in determining that it is reasonable in relation to the financial statements
taken as a whole.

Management’s estimate of the liability for other postemployment benefits which is based on an
actuarial valuation performed on the City’s plan. We evaluated the key factors and assumptions used
in the actuarial valuation in determining that it is reasonable in relation to the financial statements
taken as a whole

Financial Statement Disclosures
Certain financial statement disclosures involve significant judgment and are particularly sensitive
because of their significance to financial statement users. The most sensitive disclosures affecting the

City’s financial statements relate to:

The disclosure of cash, cash equivalents and investments in Note 3 to the financial statements which
describes the liquid assets available for operations of the City.

The disclosure of long-term obligations in Note 3 to the financial statement which describes the
future principal and interest payments for which the City is legally obligated.



Significant Difficulties Encountered during the Audit

We encountered no significant difficulties in dealing with management relating to the performance of the
audit.

Uncorrected and Corrected Misstatements

For purposes of this communication, professional standards require us to accumulate all known and likely
misstatements identified during the audit, other than those that we believe are trivial, and communicate
them to the appropriate level of management. Further, professional standards require us to also
communicate the effect of uncorrected misstatements related to prior periods on the relevant classes of
transactions, account balances or disclosures, and the financial statements as a whole and each
applicable opinion unit. Management has corrected all identified misstatements.

In addition, professional standards require us to communicate to you all material, corrected
misstatements that were brought to the attention of management as a result of our audit procedures.
The misstatements in the attached schedule were identified as a result of our audit procedures and were
brought to the attention of, and corrected by, management.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a matter,
whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing
matter, which could be significant to the City’s financial statements or the auditor’s report. No such
disagreements arose during the course of the audit.

Representations Requested from Management

We have requested and received certain written representations from management in a letter dated
December 21, 2018.

Management’s Consultations with Other Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters. Management informed us that, and to our knowledge, there were no consultations with other
accountants regarding auditing and accounting matters.

Other Significant Matters, Findings, or Issues

In the normal course of our professional association with the City, we generally discuss a variety of
matters, including the application of accounting principles and auditing standards, operating and
regulatory conditions affecting the entity, and operational plans and strategies that may affect the risks
of material misstatement. None of the matters discussed resulted in a condition to our retention as the
City’s auditors.



Other Information in Documents Containing Audited Financial Statements

Pursuant to professional standards, our responsibility as auditors for other information in documents
containing the City’s audited financial statements does not extend beyond the financial information
identified in the audit report, and we are not required to perform any procedures to corroborate such
other information. However, in accordance with such standards, we have read the information and
considered whether such information, or the manner of its presentation, was materially inconsistent with
its presentation in the financial statements.

Our responsibility also includes communicating to you any information which we believe is a material
misstatement of fact. Nothing came to our attention that caused us to believe that such information, or
its manner of presentation, is materially inconsistent with the information, or manner of its presentation,
appearing in the financial statements.

This report is intended solely for the information and use of the City Council and management of CITY OF
NEWBERG and is not intended to be and should not be used by anyone other than these specified parties.

Boldt Carlisle + Smith
Certified Public Accountants

Salem, Oregon
December 21, 2018
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CITY OF NEWBERG, OREGON

COMPREHENSIVE ANNUAL
FINANCIAL REPORT

For the Year Ended June 30, 2018

Prepared by:

Matt Zook, Finance Director
Caleb Lippard, Assistant Finance Director
Dan Keuler, Senior Accountant
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CITY OF NEWBERG, OREGON

COMPREHENSIVE ANNUAL FINANCIAL REPORT
FISCAL YEAR ENDED JUNE 30, 2018

Table of Contents

INTRODUCTORY SECTION
Letter OF TraNSMITLAL ..........o it e bbbt n bbbt b e b e e nn et anens i-vi
(@] (o a1 2=V To] g1 IO T o SRRSO vii
Officers and Members of the GOVEINING BOUY .........ccoiiiiiiiiiiiii sttt e e tesrearesreaneans viii
Certificate OF ACNTBVEIMENT ...ttt e bbbt b et bt b bbb b e e e bt nn et e bt b ix
FINANCIAL SECTION
Independent AUdItor’s REPOTT.......oiiiiiiiiiiii i A-C
Management’s DiSCUSSIONS AN ANALYSIS ....vveviiuiiiiieitiiiesi ettt ettt ettt e sbe e e be e bt s e e s beesbeesbesbeenbeenaesbeens a-p

Basic Financial Statements
Government-wide Financial Statements
StatemMeNt OF NEE POSITION ....uiiii ittt re e e st e e be e tbeste e beeabestaesbeeasesbeeresneesteens 1
SEALEMENT OF ACTIVITIES. ...ciii ettt et e e st e e e e bae e beesabeesabeesbee e beesabeesabeesteeenteeenres 2-3
Fund Financial Statements
Governmental Funds

BAIANCE SNEEL ... eeiice ettt ettt et e st e e e R e ettt e ReenRe e ae e Re e teeeeaneeareeaeenen 7
Reconciliation of the Balance Sheet of Governmental Funds to the Statement of Net Position................... 8
Statement of Revenues, Expenditures, and Changes in FUNd BalanCes ..........cc.ccooiviiiiiniininninninsinsinsinsnnnns 9
Reconciliation of the Statement of Revenues, Expenditures, and
Changes in Fund Balances to the Statement of ACHIVITIES............ccooiiiiiiiiiiiii e 10
Statements of Revenues, Expenditures, and Changes in Fund Balances — Budget and Actual
(2T T | PSSR 11
1 £ USRS PTP 12
L T0TE o [T g Yo L4 o 1=To1 4o o USRS RPPPRPRN 13
Proprietary Funds
Statement Of INEE POSITION........c.cuiiiiiee bbbttt 16
Statement of Revenues, Expenses, and Changes in Net POSItION ........c..ccoviviiiiiiiiiniiiisisese e 17
Statement OF CaSh FIOWS .......ociei ettt e st e te e sae et e s teesaeareenteeneeareens 18
Fiduciary Funds
Statement Of FIdUCIArY Nt POSITION.........iiiiiiiiiiiiii st reane s 20
Statement of Changes in Fiduciary Net POSITION .........c..coiiiiiiiiiii e 21
Notes to BasiC FiNANCIal STAIEMENTS ..ottt b e bbb e 23-72
Required Supplementary Information
Schedule of Net Pension Liability and Changes in Net Pension Liability..........ccccoeiieiiiniiniciee e 75
Schedule of Employer Contributions (City of Newberg Retirement Plan).........c..ccoooiviiiiiiiiiiiniiniinininsese s snsnneens 76
Schedule of Investment Returns (City of Newberg Retirement PIan) ..........c.cccoiviiviiiiiniiiiiininsnsn e e snsesnens 77
Schedule of the Proportionate Share of the Net Pension Liability (OPERS) .......ccccoveiiiiniinsineisece e 78
Schedule of Employer Contributions (OPERS) .......c.ccuiiiiiiiiiiiiis sttt steste e ssesneanens 79
Schedule of Changes in Total OPEB Liability and Related RaAtiOS ...........c.ccviiviiiiiviiiiiiiiiisiinsn s 80

13



Combining Financial Statements And Individual Fund Schedules
Major Governmental Funds
Street Capital Projects Fund Schedule of Revenues, Expenditures and Changes in Fund

Balance — BUdget and ACLUAL .........cuoiiiiiiieieesie ettt sttt bbbttt be b 82
General Funds
CombiniNg BalanCe SNEEL .........cviiiiiiieis ittt ettt et e re e reareare s 83
Combining Statement of Revenues, Expenditures, and Changes in Fund Balances.............cc.ccoeniiiiiniinnnns 84
PERS Rate Stabilization Reserve Fund Schedule of Revenues, Expenditures and Changes
in Fund Balance — Budget and ACLUAL ...........ooeierieriiiesie sttt sttt sttt nne s 85
Nonmajor Governmental Funds
ComDBINING BAIANCE SNEEL...... .ottt et et et e et e e e e st eae st s be e ereseeneeeens 88
Combining Statement of Revenues, Expenditures, and Changes in Fund Balances...........ccccoovviinininininninns 89
Special Revenue Funds
CombiniNg BalanCe SNEEL .........cviiiiii ittt sttt te e re e re e reare s 92
Combining Statement of Revenues, Expenditures, and Changes in Fund Balances.............cc.ccoeviiiiiniinnnns 93
Schedules of Revenues, Expenditures, and Changes in Fund Balances — Budget and Actual
[=olo] 0T 0 0T ol LA T o] o] 4 o OSSR 94
LN 11T 0 1=] 0y PO O T PSP PP P PR PR PPRPP 95
CHVIL FOITRITUIE ...tttk e ettt b ettt n bt en et sne et 96
LOF: 1 o] [ I T T TP P T P T T PP PP P PR PP PR PRTPPPPPROON 97
Library Gift & IMEMOTIAL .......ccoiiiiiiiiie ettt sttt nre e 98
PUDTIC SAFELY FEE ...ttt sttt bbbttt st e sbe s besbesbenbeatestenrens 99
LI U ST LT oo o T T I OSSR 100
Debt Service Funds
CombiniNg BalanCe ShEEL.........ociee ettt e aeeraenre s 102
Combining Statement of Revenues, Expenditures, and Changes in Fund Balances............cccccevvvivenenane. 103
Schedules of Revenues, Expenditures, and Changes in Fund Balances — Budget and Actual
DT SEIVICE ...t bbbt bbb bbb bbb bbb b b r e 104
(11 V0 - 1 SRR 105
Capital Projects Funds
CombiniNg BalAnCe SNEEL ........ciuiiiiiiiiii e 108
Combining Statement of Revenues, Expenditures, and Changes in Fund Balances.............ccccocvovnnnnne 109
Schedules of Revenues, Expenditures, and Changes in Fund Balances — Budget and Actual
Street SYStEM DEVEIOPMENT. ...ttt bbbttt sb b 110
Governmental Capital PrOJECES .........oviiiiieireere e 111
Enterprise Funds
Schedules of Revenues, Expenditures, and Changes in Fund Balances — Budget and Actual
WVBEET ... 114
Water SYStemM DEVEIOPIMENT .......oiiiiiiiiieie ettt e sttt et et e teetestesteabeateateatesrenrs 115
A (= L TP UP PRSP PP PPTPR 116
Wastewater System DEVEIOPIMENT.........ccciiiiiiiiiie ittt sttt sttt stesrestesreans 117
SEOTTIIVWELE ...ttt bbb bbb R bR bbbt Rt bt bbbt b bttt b bt r e 118
Stormwater SYStem DEVEIOPIMENT .........iiiiiiiii bbb 119
Proprietary Capital PrOJECES.......ceieierieserteiese ettt sttt st et e st e testesbesbestestaateateateereaneare e 120
EMErgenCy MEAICAI SEIVICES ......ccveiviiieiieieiesesie e s s et te et et e s te s testestestestestestestestesbestaateateateaneane e 121
Reconciliation of Revenues and Expenditures (Budgetary Basis) to
Revenues and EXPenses (ACCIUAI BaASIS).......ccueiuererererieriesiesiesesesesesiestesiessessessessessessessessessessessens 122-123
Internal Service Funds
Combining Statement 0F NET POSITION ......cviiiiiiiiiii bbb 126
Combining Statement of Revenues, Expenses, and Changes in Net POSItION.........c..ccociiviiiiiiiniinsinsinsinsnnnns 127
Combining Statement 0F Cash FIOWS..........cuiiiiiiiiiiiii et sre e ane e 128

14



Schedules of Revenues and Expenditures, and Changes in Fund Balances — Budget and Actual

AAMINISIIALIVE SEIVICES .....ieiuiitiietieee ettt s et e et e e et e ee et e eee st ebe e ebessereeeeneanensarennas 129
Vehicle/EqQUIpmMent REPIACEMENT ........cciiiiiiecise sttt sttt st te st restestesreareareann 130
Reconciliation of Revenues and Expenditures (Budgetary Basis) to
Revenues and EXPeNnses (ACCIUAI BASIS) ....... ucuiiurerieririerieiireeieaieesenesesee e seeseseeneseeesseseeseseeseseesesaeneaseneas 131
Agency Fund
Statement of Changes in Assets and Liabilities — Bail FUN ..........ccoccooiiiiiiiii 135
Other Financial Schedules
Property Tax Transactions and Outstanding BalanCes ..........covririieniiiiesesese s 138
OULSEANAING ODIIGALIONS ... ittt bbbttt bt bbb bt bt bt s b e et e st e et e s besbe b e nbeabe e 139
STATISTICAL SECTION
Financial Trends
Net POSItION DY COMPONENT ........oiiiiiiiee ettt bbbttt et st esbesbesbesbesbenrens 142-143
Changes IN NEE POSITION ........oiiiiiiii bbb b bbbttt b et sb e besbesbeareas 144-147
Fund Balances — GOVEINMENTAL FUNGUS.........c.oouiiieieeeree sttt sb et ere s 148-149
Changes in Fund Balances — GOvernmental FUNS ...........coiviiiiiiiiiiiss s 150-151
Revenue Capacity
Market and Assessed Value of Taxable PrOPEItY .........oooioiiiiineenesese st 152
PriNCIPal PrOPEITY TAXPAYETS .veuveuverreeesiesiestesiessestessestessessessessessessessessessessessessessessessessessessessessessessessessessessensensensenns 153
Property Tax Rates — Direct and Overlapping GOVEIMMENTS .......ccviveiierreieieereeseeseeste e sreeseeeseesreeseeeneesnees 154-155
Property TaxX Levies ant COIECLIONS .......c.oiiiiiiiiiiesiesie ettt sttt sttt e et e st et e sbe st e besbeatenteata e 156
Debt Capacity
Ratio of Net General Bonded Debt to Assessed Value and Net
General Obligation Bonded Debt Per Capita.......c..cuccviviiiiiiiiiiiisisisisesesese e e sese s ssessessessessessenes 157
Ratio of OULSLANAING DEDE DY TYPE...cuiiiiiiiiiee ettt sttt be bt besbeabeebeabeatearens 158-159
Legal Debt Margin INFOMALION ..........ooiiiieiiees ettt b et bbbt nne e 160-161
Direct and Overlapping Governmental ACtiVitieS DeDt ......c.ovviiiiiine 162
Demographic and Economic Information
Demographic and ECONOMIC STALISTICS .......covirueiteiiiierieieste ettt bbbt sb bbb bbb 163
e aTaTol T oF: U =y T o] Fo) =] £ PSRRI 164
Operating Information
Full-Time Equivalent Employees by FUNCLION/PrOgram ..........ooeoiieiiriienesesie et 165
Operating Indicators BY FUNCHION/PIOGIAM .......iiiiiiiiiiiest sttt stesbe st testeareaneane e 166
Capital Assets Statistics DY FUNCHION/PIOGIAM ...........coiiiiei e 167
COMPLIANCE SECTION
Independent Auditor’s Report Required by Oregon State RegUIALIONS ..........cccviiviiiiiiiiiiiiiiise e 169-170

15



This page intentionally left blank.

16



INTRODUCTORY SECTION




This page intentionally left blank.

18



_0 City of
=Newberg

December 26, 2018

To the Honorable Mayor, City Councilors, and Citizens of the City of Newberg, Oregon

The Comprehensive Annual Financial Report (CAFR) of the City of Newberg, Oregon (the City) for the
fiscal year ended June 30, 2018 is hereby submitted.

State law requires that local governments publish, within six months of the close of each fiscal year, a
complete set of audited financial statements. This report is published to fulfill that requirement and
presents the financial position of the City as of June 30, 2018 and the results of its government-wide
operations as well as the cash flows for its proprietary fund types for the year then ended. The financial
statements and supporting schedules have been prepared in accordance with accounting principles
generally accepted in the United States of America (GAAP) and meet the requirements of the standards
as prescribed by the Secretary of the State of Oregon. We believe the data, as presented, is accurate in all
material respects and presented in a manner designed to comply with reporting requirements.

Management assumes full responsibility for the completeness and reliability of the information presented
in this report, based upon a comprehensive framework of internal controls that it has established for this
purpose. Because the cost of internal controls should not exceed anticipated benefits, the objective is to
provide reasonable, rather than absolute, assurance that the financial statements are free of any material
misstatements.

GAAP requires that management provide a narrative introduction, overview, and analysis to accompany
the basic financial statements in the form of a Management’s Discussion and Analysis (MD&A). This
letter of transmittal is designed to complement the MD&A and should be read in conjunction with it. The
City’s MD&A is located immediately following the report of the independent auditors, beginning on page
a.

The City of Newberg’s financial statements have been audited by Boldt, Carlisle & Smith LLC, a firm of
licensed certified public accountants. They have issued an unmodified opinion on the City of Newberg’s
financial statements for the fiscal year ended June 30, 2018. The independent auditor’s report is located
at the front of the financial section of this report, beginning with page A.

Governmental Structure

The City of Newberg was incorporated in 1889. The City is located 23 miles southwest of Portland,
Oregon’s largest city, and lies on the main east-west route between Portland and the central Oregon coast.
It is the second largest city in Yamhill County. Yamhill County is part of the Portland-Vancouver
metropolitan statistical area. The City currently has an incorporated land area of 5.93 square miles and an
estimated 2018 population of 23,480. The City has the authority to extend its corporate limits by
annexation. During the 2017-18 fiscal year the City annexed two parcels for a total of approximately 50
acres.

19



The City operates under a Council-Manager form of government. Policy making and legislative authority
are vested in the Mayor and City Council, which is composed of six members. Each council member
represents a City district and is elected at large. Mayor and Council members are non-partisan and serve
four-year terms. Terms are staggered with three positions being appointed every other year. The City
Manager is appointed by the Council and is responsible for carrying out the policies of the Council,
overseeing the day-to-day operations and appointing department heads. Other positions appointed by the
City Council are the City Attorney and Municipal Judge.

The City Council is required to adopt a final budget by resolution no later than July 1. This annual budget
serves as the foundation of the City of Newberg’s financial planning and control. Totals by program (ex.
general government, police, fire, etc.), transfers and debt service are levels of control established by the
resolution. Appropriations lapse as of the year-end. The City Council may change the budget throughout
the year by transferring appropriations between levels of control and by adopting supplemental budgets
as authorized by the Oregon Revised Statutes.

The City provides a full range of services. These services include police and fire protection; 911
emergency telephone center for the cities of Newberg and Dundee police, Newberg and Dundee fire and
Newberg and Dundee rural fire protection districts; emergency medical services; municipal court; library
services; land use planning; building inspection; economic development; engineering; the construction
and maintenance of streets and related infrastructure; and the water, wastewater treatment and stormwater
systems. The City has no component unit governmental entities. Overlapping local governments, which
includes Yamhill County, Chehalem Park & Recreation District, Newberg School District, and others, are
not included in this report.

Economic Condition and Outlook

It should be noted that with the passing of Measure 50 in May of 1997, the State no longer imposes
property taxes based on real market value. Instead, the voters approved a measure that bases taxation on
a value that rolled back assessed values to 90% of the 1995-96 real market value of the property. The
annual growth rate is capped at 3% with greater increases allowed for major remodeling and new
construction.

In addition, taxes on any individual property may not exceed Measure 5 tax limits of $5 per $1,000 of real
market value for schools and $10 per $1,000 for general government, like the City and other special
districts. These districts include: Chehalem Park & Recreation District, Yamhill County, Yamhill County
Extension Service and Yamhill County Soil & Water. Voter approved bonds may exceed the Measure 5
limits, but other temporary levies may not. The City has a permanent tax rate of $4.3827 per $1,000 of
assessed value. Assessed values and market values are set at 12:01 a.m. of each January 1% for taxes
levied for the following fiscal year.

What properties are subject to property taxation? The majority of taxable property in Newberg is
residential, with some commercial and multi-housing property, and a small amount of industrial
properties. There are quite a few non-taxable properties within the City limits such as all the churches,
the university, K-12 schools, government buildings and the hospital.

During 2016-17 to 2017-18, the City’s assessed value increased 4.1% and the market value also increased
21.2%. The difference between market value and assessed value has widened to $1,031 million compared
to $600 million the prior year.
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Table 1
City of Newberg Assessed and Market VValues

2014-15 2015-16 2016-17 2017-18
Assessed Value  $ 1,627,595,461 $ 1,696,556,938 $ 1,780,615,477 $ 1,855,195,227
Percent Change 5.2% 4.2% 4.9% 4.2%
Market Value $ 2,103,273,498 $ 2,199,658,073 $ 2,380,377,182 $ 2,885,994,061
Percent Change 8.9% 4.5% 8.2% 21.2%

Source: Yamhill County Assessor’s Office

During fiscal year 2017-18, the building fund saw a decrease in total values of constructed residential and
an increase in commercial properties of -4.5% and 3.0%, respectively, from the prior fiscal year. This
translated to an overall increase of 0.2% in permits and fees revenue from 2016-17 to 2017-18. The
number of new residential units went from 114 in 2016-17 to 98 in 2017-18. The department also saw an
increase in total inspections. Permit revenues in 2018-19 are expected to stay consistent with 2017-18.

The City benefits from its proximity to the Portland Metropolitan Area. The diversified economy of the
Tri-county area (Multnomah, Washington, and Clackamas counties) and Yamhill County help the City to
maintain a relatively stable economic condition. Agriculture dominates economic activities outside the
urban area, particularly nurseries, vineyards and wineries. The City also benefits from A-dec, a family-
owned dental manufacturer inside the City. Major employers also include Providence Newberg Medical
Center, George Fox University, Fred Meyer, the Allison Inn, Friendsview Retirement Community, the
Newberg School district and the City of Newberg. The unemployment rates in the area have been
declining at an equal pace with the State of Oregon as well as Nationwide. The unemployment rates for
the past four years were the following:

Unemployment Rates (seasonally adjusted as of June):

2015 2016 2017 2018
Yamhill County 5.5% 4.8% 3.8% 3.5%
State of Oregon 5.7% 5.0% 4.1% 4.0%
National USA 5.3% 4.9% 4.3% 4.0%

Sources: State of Oregon Employment Department at https://www.qualityinfo.org/home
Note: The prior years’ rates have been restated as sources’ statistics are subject to change over time.

Rising retirement costs continue to be an economic challenge. Oregon PERS rates are set for a two-year
period. The rates for the 2017-2019 biennium are 20.32% for Tier 1/Tier 2 employees, 10.02% for OPSRP
general employees, and 14.79% for OPSRP public safety employees. The Newberg Employees
Retirement Plan rates are set annually. The 2017-18 rate was 34.22%.


https://www.qualityinfo.org/home

Relevant Financial Policies

Fund Reserves. The General Fund shall maintain a four-month cash reserve including contingency and
unappropriated fund balance. All other operating funds reliant on user fees or monthly intergovernmental
revenues shall maintain 60 days cash.

Non-recurring Revenues. The City’s general guideline is to use non-recurring revenue for non-recurring
expenditures.

Cash Management. In order to maximize interest income in conformance with the City’s investment
policy, cash in all City funds, with the exception of restricted funds, is pooled and invested in instruments
as allowed by Oregon Revised Statutes. Earnings are distributed to each fund on a pro rata basis by the
balance in each fund.

Risk Management. City of Newberg’s risk management program includes various risk control techniques,
including employee accident prevention training, and has third party coverage for all lines of insurance,
which includes workers’ compensation.

Major Activities and Accomplishments

For the Year. The City had a number of citizen groups working on various issues during the year, in
addition to the normal, routine citizens groups such as the Planning Commission, Traffic Safety
Committee, Library Board, Budget Committee, Transient Lodging Tax Advisory Committee and the
Citizens Rate Review Committee.

The Newberg-Dundee area received the designation of the 6th safest city, with over 10,000 population, in
Oregon for 2018 by the National Council for Home Safety and Security. The Newberg-Dundee Police
Department boasted 1.26 violent crimes per 1,000 persons and 16.97 property crimes per 1,000 persons,
less than half of the Oregon average in both categories.

The City of Newberg and Tualatin Valley Fire & Rescue (TVF&R) entered into a two-year
intergovernmental agreement effective July 1, 2016 for fire and emergency medical services to determine
the feasibility and cost benefit to residents. Newberg faced current and future funding limitations, which
had made it difficult to provide adequate fire department staffing, maintain equipment and comply with
nationally recommended standards, particularly with increases in demands for service. The agreement
provided for a decision by the City Council whether to proceed with an annexation process subsequent to
June 30, 2017. In November of 2017, the citizens of Newberg voted to permanently annex into TVF&R
for fire and EMS services beginning July 1, 2018.

The citizens also voted yes on instituting an amendment to the city charter which reduces the levy to $2.50
of the City’s permanent ad valorem property tax rate against any property within the District, commencing
with the City’s 2018-19 fiscal year and continuing in effect as long as the City remains within the
boundaries of the District. Commencing with fiscal year 2019-20, and each year thereafter, the City may
increase the tax rate limit by 3% of the prior year’s limit. The City also may levy in excess of the limit if
authorized by a measure approved by the voters.

In May, 2017, City Council approved an ordinance adopting a transportation utility fee (TUF) as a critical
piece of maintaining the roadway pavement system in Newberg. It had been determined that
approximately $2.5 million is needed per year to maintain current pavement conditions city-
wide. Approximately $0.6 million is traditionally included as part of the Street Fund state-wide gas tax
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revenues. The TUF was fully implemented in 2017-18. The approved TUF is projected to generate
approximately $1.15 million per year. The TUF is paid by residential, commercial, and industrial
constituents through the monthly Municipal Services Statement (i.e. utility bill). Collection commenced
in September 2017. The City is pleased to see immediate results from the additional funding by
completing the first pavement preservation project in the summer of 2017. In 2018, the City has continued
to explore sources of revenue for the remaining gap of roughly $0.8 million.

In 2017-18, the Library began their remodel of the Circulation workroom, which was largely supported
by grants and gifts. It included removing all of the old built-in cabinetry, painting, changing the flow by
installing a wall, replacing the carpet with anti-fatigue flooring and purchasing new furnishings. In 2019,
a new circulation desk will be installed.

City of Newberg Utility Billing department launched the Equal Pay option for paying municipal services
bills in June of 2018. Equal Pay is a specialized payment plan that spreads out payments over a year,
designed to provide customers an annualized rate for convenient budgeting.

For the Future. In September 2017, City Council took the initial steps in approving the City’s
commitment to the Emergency Communications System upgrade project in partnership with Washington
County Consolidated Communications Agency (WCCCA). The City has partnered with WCCCA since
2009, allowing the City access to WCCCA’s 800 MHz Public Safety Voice and Data Communications
System rather than operating an independent, standalone system. WCCCA has identified the need for
replacements and upgrades to their overall system, including a portion of the system that involves the
direct benefit to the City and also requires the City’s contribution. Clackamas C800 Radio Group (C800)
is also a partner in the upgrade project. The primary scope of the overall project is to
replace/upgrade/expand the infrastructure, communication towers, radios and other equipment. The
overall project is estimated at $124 million, with the City’s portion as approximately $3.1 million. The
City completed financing of the project through a financing agreement executed in June of 2018. The
project has begun and is anticipated to be completed in 2019.

In August 2018, City Council ratified the sale of the Animal Shelter land and building to its long-time
community partner, the Newberg Animal Shelter Friends (NASF), who will continue to use the property
for its intended purpose in recognition of its significant role. The sale is scheduled to close in December
2018. Net proceeds will be proportionately allocated to the Wastewater Fund and the General Fund.

The Oregon PERS rates for the 2019-21 biennium will be 21.99% for Tier 1/Tier 2 employees, 12.10%
for OPSRP general employees, and 16.73% for OPSRP public safety employees. The Newberg Employees
Retirement Plan 2018-19 rate is 36.80%. The Newberg Employees Retirement Plan 2019-20 rate will be
37.97%.

The City continues to develop the discipline of long-range financial planning. In 2017-18, the Council
focused on the General Fund five-year forecast over multiple sessions, looking ahead to strategically meet
the challenges of achieving a structurally-balanced budget. Long-range financial planning will continue
to be expanded other key operating funds. In addition, the City will review and enhance financial policies.

In October 2018, Elise Yarnell Hollamon was appointed to the Council to fill the position vacated by
Matthew Murray in July 2018. In November 2018, the citizens elected Rick Rogers as Mayor-elect and
Elizabeth Gemeroy, Stephanie Findley, and Patrick Johnson (incumbent) as Councilors to new four-year
terms beginning January 1, 2019. The City recognizes Mayor Bob Andrews and Councilors Stephen
McKinney and Scott Essin for their dedicated service to the citizens of Newberg.
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Awards and Acknowledgements

Awards. Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the City of Newberg for its
comprehensive annual financial report for the fiscal year ended June 30, 2017. In order to be awarded a
Certificate of Achievement, a government must publish an easily readable and efficiently organized
comprehensive annual financial report. This report must satisfy both generally accepted accounting
principles and applicable legal requirements. The Certificate of Achievement is valid for only one year.
We believe that our current comprehensive annual financial report continues to meet the Certificate of
Achievement Program’s requirements, and we are submitting it to the GFOA to determine its eligibility
for another certificate.

Acknowledgments. The preparation of the comprehensive annual financial report was made possible by
the dedicated service of the entire staff of the Finance Department. Additionally, we would like to express
our appreciation to all other departments who contributed information and statistics used for the
preparation of this report.

Finally, the Finance Department staff would like to thank the Mayor, City Councilors and the City
Manager for their support and commitment to maintaining the highest standards of professionalism in the
management of the City of Newberg’s finances.

Respectfully submitted,

7t re }Z

Matt Zook Joe Hannan
Finance Director City Manager
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INDEPENDENT AUDITOR’S REPORT

Mayor, City Council and Management
CITY OF NEWBERG
Newberg, Oregon

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of CITY OF NEWBERG, as
of and for the year ended June 30, 2018, and the related notes to the financial statements, which
collectively comprise the City’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.

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

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions. 31



INDEPENDENT AUDITOR’S REPORT (Continued)

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of the CITY OF NEWBERG as of June 30, 2018 and the
respective changes in financial position and, where applicable, cash flows thereof, and the respective

budgetary comparisons for the General, Street, and Building Inspection Funds, for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note 1R to the financial statements, the City implemented GASB Statement No, 75,
Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions. Our opinion is not
modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages a - p and the required supplementary information on pages 75 - 80 be
presented to supplement the basic financial statements. Such information, although not a part of the
basic financial statements, is required by the Governmental Accounting Standards Board who considers it
to be an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City’s basic financial statements. The introductory section, combining financial statements
and individual fund schedules, the other financial schedules, and the statistical section are presented for
purposes of additional analysis and are not a required part of the basic financial statements.

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

The introductory section, other financial schedules, and the statistical section have not been subjected
to the auditing procedures applied in the audit of the basic financial statements, and accordingly, we do
not express an opinion or provide any assurance on them.
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INDEPENDENT AUDITOR’S REPORT (Continued)
Other Reporting Required by Oregon State Regulations

In accordance with Minimum Standards for Audits of Oregon Municipal Corporations, we have also issued
our report dated December 21, 2018, on our consideration of the City’s compliance with certain
provisions of laws and regulation, including the provisions of Oregon Revised Statutes as specified in
Oregon Administrative Rules. The purpose of that report is to describe the scope of our testing of
compliance and the results of that testing and not to provide an opinion on compliance.

Boldt Carlisle + Smith
Certified Public Accountants
Salem, Oregon

December 21, 2018

By:

Brédley G~ Bingenheimer, Member
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CITY OF NEWBERG, OREGON
Management’s Discussion and Analysis
For the Year Ended June 30, 2018

The management of the City of Newberg, Oregon (City) presents this narrative overview
and analysis to facilitate both a short and a long-term analysis of the financial activities of
the City for the fiscal year ended June 30, 2018. This Management’s Discussion and
Analysis (MD&A) is based on currently known facts, decisions, and conditions that existed
as of the date of the independent auditor’s report.

FINANCIAL HIGHLIGHTS

e Total assets and deferred outflow of resources exceeded liabilities and deferred
inflows of resources by $150.8 million. Of this amount, $7.2 million is reported as
unrestricted net position, amounts which are available for use to meet the City’s on-
going obligations to citizens and creditors.

e The net position of the City increased by $7.4 million, or 5.2%. The positive effect
on net position is due to traditional operations of $5.9 million, decreasing debt of
$0.1 million, an increase in capital assets of $2.3 million, and a prior period
adjustment of $0.6 million. The negative effect on net position is due to the net
change of net pension liability and pension related items of $1.5 million.

e Revenue from property taxes levied for general purposes increased $0.2 million or
2.9% during the fiscal year. Franchise and public service taxes increased $0.4
million or 10.3% over the prior fiscal year.

e Depreciation expense for 2017-18 was $6,694,413.

e Total cost of all programs was $38.1 million, an increase of $1.7 million from the
prior year. The increase primarily relates to changes in pension liabilities.

OVERVIEW OF THE FINANCIAL STATEMENTS

The City’s annual financial report consists of several sections. The components of the
report include the following:

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

Basic Financial Statements. These statements include the government-wide statements,
fund financial statements, and the notes to the financial statements.

Government-wide Financial Statements. The government-wide financial statements are
designed to provide readers with a broad overview of the City’s finances, in a manner
similar to a private-sector business. Within this view, all City operations are categorized
and reported as either governmental or business-type activities and are presented using the
full accrual basis of accounting. Governmental activities include basic services such as

a
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public safety, library, community development and general government administration.
Business-type activities are water, wastewater, stormwater and emergency medical
services. The government-wide statements include the Statement of Net Position and the
Statement of Activities.

Fund Financial Statements. Fund financial statements focus separately on major
governmental funds and proprietary funds. Governmental funds are used to account for
activities where the emphasis is placed on available financial resources, rather than upon
net income determination. Therefore, unlike the government-wide financial statements,
governmental fund financial statements focus on the acquisition and use of current
available resources, as well as on balances of current resources available at the end of the
fiscal year. Such information may be useful in evaluating a government’s near-term
requirements.

Due to the fact that the focus of the governmental funds is narrower than that of the
government-wide financial statements, it is useful to compare the information presented
for governmental funds with similar information presented for governmental activities in
the government-wide financial statements. By doing so, readers may further understand
the long-term impact of the government’s near-term financial decisions.

Governmental Funds. The City maintains 15 individual governmental funds.
Information is presented separately in the Governmental Funds Balance Sheet and the
Governmental Funds Statement of Revenues, Expenditures, and Changes in Fund Balances
for those funds that are considered significant (major) to the City taken as a whole. These
financial statements report four major funds: General Fund, Street Fund, Street Capital
Projects Fund, and Building Inspection Fund. Data from the other 11 governmental funds
are combined into a single, aggregated presentation. For each major fund, a separate
Statement (or Schedule) of Revenues, Expenditures, and Changes in Fund Balance -
Budget and Actual is presented. Information on non-major funds can be found in the
Combining and Individual Fund Financial Statements and Schedules section of this report.

Proprietary Funds. This type of fund is used to account for activities where the emphasis
is placed on net income determination. The City maintains two different types of
proprietary funds — enterprise funds and internal service funds. Enterprise funds are used
to report the same functions presented as business-type activities in the government-wide
financial statements. The City uses enterprise funds to account for its water, wastewater,
stormwater, and emergency medical services operations. Internal service funds are an
accounting device used to accumulate and allocate costs internally among the City’s
various functions. The City uses internal service funds to account for facilities and fleet
services, information systems, finance, legal, administration, human resources,
vehicle/equipment replacement, and risk management activities. The assets and liabilities
of the internal service funds have been allocated among the governmental and business-
type activities.
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The enterprise funds, all of which are considered to be major funds (on a consolidated
basis) of the City, are reported separately on the proprietary fund financial statements in
the basic financial statements. Conversely, all internal service funds are combined into a
single, aggregated presentation in the proprietary fund financial statements. Individual
fund data for the internal service funds is provided as other supplementary information in
the Combining and Individual Fund Financial Statement and Schedules section of this
report.

Fiduciary Funds. Fiduciary funds are used to account for resources held for the benefit
of parties outside the government. Fiduciary funds are not reflected in the government-
wide financial statement because the resources of those funds are not available to support
the City of Newberg’s own programs. The accounting used for fiduciary funds is similar
to the treatment used for proprietary funds. The City has two fiduciary funds: Employee
Pension Trust Fund and the Bail Fund.

Notes to the Financial Statements. The notes provide additional information that is
essential to a full understanding of the data provided in the government-wide and fund
financial statements. This section also includes capital asset, long-term debt, and other
financial schedules.

Required Supplementary Information. This section relates to the adoption of GASB
Statements 67 and 68 as well as GASB Statements 74 and 75, which require information
related to the two pension plans and other postemployment benefits in which the City
participates.

Other Supplementary Information. This section, titled Combining and Individual Fund
Financial Statements and Schedules, includes combining statements for the non-major
governmental funds, combining statements by fund type, and budgetary comparison
schedules. The combining internal service fund statements are also included in this section.

Other Financial Schedules. This section includes financial schedules related to taxes and
outstanding debt.

Statistical Section. This section includes historical trend information and demographics.
Reports of Independently Certified Public Accountants Required by Statutes.

Supplemental communication on City compliance and internal controls as required by
Oregon statutes.
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GOVERNMENT-WIDE FINANCIAL ANAYLSIS
STATEMENT OF NET POSITION

Net position serves as a useful indicator of a government’s financial position especially
when viewed over time. In the case of the City, assets exceed liabilities by $150.8 million
at the close of the most recent fiscal year. This represents a $7.4 million increase over the
prior fiscal year.

The following table reflects the condensed Statement of Net Position compared to prior
year.

TABLE 1
NET POSITION AT YEAR END
(in millions)
Govermmental Business-type Total
Activities Activities Government
2018 2017 2018 2017 2018 2017
Cash and investments $ 175 $ 120 $ 299 $ 281 $ 474 $ 40.1
Other assets 1.9 1.1 2.0 2.7 3.9 3.8
Capital assets 76.3 74.7 89.1 88.5 165.4 163.2
Total assets 95.7 87.8 121.0 119.3 216.7 207.1
Deferred Outflows of resources
Pension related items 5.6 8.2 2.8 4.1 8.4 12.3
Postemployment benefit related items 0.1 - - - - -
Deferred refunding charge - - 0.3 0.3 0.3 0.3
Total deferred outflows of resources 5.7 8.2 3.1 4.4 8.7 12.6
Long-term obligations 25.3 24.2 43.0 47.7 68.3 71.9
Other liabilities 2.8 1.3 0.9 1.1 3.7 2.4
Total liabilities 28.1 25.5 43.9 48.8 72.0 74.3
Deferred inflows of resources
Pension related items 1.6 1.2 1.0 1.0 2.6 2.2
Postemployment benefit related items - - - - - -
Total deferred inflows of resources 1.6 1.2 1.0 1.0 2.6 2.2
Net position:
Net investment in capital assets 75.1 73.9 54.6 51.3 129.7 125.2
Restricted 75 5.6 6.4 5.8 13.9 11.4
Unrestricted (10.9) (10.1) 18.1 16.9 7.2 6.8
Total net position $ 717 $ 694 $ 791 $ 740 $ 1508 $ 1434

By far, the largest portion of the City of Newberg’s net position ($129.7 million, or 86.0%)
is investment in capital assets (land, building, equipment, infrastructure, net of depreciation
and any related outstanding debt used to acquire those capital assets). The City uses these
capital assets to provide services to citizens and consequently, they are not available for
future spending. Although the City of Newberg’s investment in capital assets is reported
net of related debt, it should be noted that the resources used to repay this debt must be
provided from other sources, since the capital assets themselves can’t be used to liquidate
these liabilities.
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An additional portion of the City of Newberg’s net position represents resources that are
subject to external restrictions on how they may be used. Restricted net position totals
$13.9 million or 9.2%, and represent cash and investments that are legally restricted for
capital expansion or debt service. The remaining balance of unrestricted net position
totaling $7.2 million, or 4.8%, may be used to meet the City’s ongoing obligations.

At the end of the current fiscal year, the City of Newberg is able to report positive balances
in most of the reported categories of net position, both for the government as a whole, as
well as for its separate governmental and business-type activities. The sole exception is
unrestricted net position in governmental activities, primarily due to the inclusion of net
pension liability and related items. The same situation held true for the prior fiscal year.

City of Newberg- 2018 Net Position
(in millions)

$7.2

m Capital Assets, net
$129.7

m Restricted $13.9

m Unrestricted $7.2

$129.7
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STATEMENT OF ACTIVITIES

The following table reflects the condensed Statement of Activities and Changes in Net
Position compared to prior year.

TABLE?2
ACTIVITIES FOR FISCAL YEARS ENDING JUNE 30, 2018 and 2017
(in millions)
Gowvernmental Business-type Total
Activities Activities Government
2018 2017 2018 2017 2018 2017
Revenues
Charges for services $ 66  $ 53 $ 157 $ 149 22.3 20.2
Operating grants and contributions 1.8 17 - - 18 17
Capital grants and contributions 35 11 4.3 2.3 7.8 3.4
Taxes 119 113 - - 119 113
Interest 0.3 0.1 0.5 0.3 0.8 0.4
Total revenues 24.1 19.5 20.5 17.5 44.6 37.0
Bxpenses
General government 05 0.6 - - 0.5 0.6
Public safety 141 13.6 - - 14.1 13.6
Library 19 16 - - 19 16
Community development 5.6 4.6 - - 5.6 4.6
Interest on long-term debt 0.2 0.2 - - 0.2 0.2
Water - - 51 438 51 48
Wastewater - - 9.0 8.1 9.0 8.1
Stormwater - - 15 20 15 20
Emergency medical services - - 0.3 0.9 0.3 0.9
Other 04 - - - 0.4 -
Total expenses 22.7 20.6 15.9 158 38.6 36.4
Increase (decrease) in net assets
before transfers and special items 14 (L1) 4.6 17 6.0 0.6
Special items - - 0.8 - 0.8 -
Transfers 0.3 0.3 (0.3) (0.3) - -
Changes in net position 17 0.8) 51 14 6.8 0.6
Beginning net position 69.4 70.3 739 725 1434 142.8
Prior Period Adjustment 0.5 - 0.1 - 0.6 -
Ending net position $ 717 $ 694 $ 791 $ 740 $1508 $ 1434
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Governmental Activities

During the current fiscal year, the net position for governmental activities increased $2.2
million from the prior fiscal year for an ending balance of $71.7 million. The primary
reason for this is the combined change of net pension liability and pension related items of
$1.5 million, as well as a prior period adjustment of $0.5 million, which is further explained
in the footnote disclosures. An analysis of the revenues and expenses follows:

e  Charges for services — These are revenues that arise from charges to customers,
applicants, or others who purchase, use or directly benefit from the goods, services,
or privileges provided, or are otherwise directly affected by the services. This
category also includes municipal court revenues from issuance of traffic citations.
Charges for services increased over the prior year by $1.3 million, primarily due to
the addition of a new transportation utility fee that generated $1.0 million toward
street improvement and rehabilitation.

e  Grants and contributions — These are revenues arising from mandatory and
voluntary non-exchange transactions with other governments, organizations, or
individuals that are restricted for use in a particular program.

o Operating grants/contributions — These revenues primarily consist of state gas
tax disbursed to the City to use for road maintenance. Other small state and
private contributions are also included in the operating grant category. These
funds go to support specific activities within the City.

o Capital grants/contributions — These revenues primarily consist of grants,
system development charges, and developer infrastructure contributions (e.g.
fair market value of subdivision’s infrastructure such as streets, roads, and
rights-of-way/easements). This category increased by $2.4 million over the
prior year, primarily due to increased street system development charges of $1.8
million and increased capital contributions of $0.6 million, due to increased
development activity within the City.

e Taxes — These are revenues that consist primarily of property taxes, transient
lodging taxes, and franchise fees based on gross revenues. Overall property taxes
increased $0.2 million or 2.8% over the prior fiscal year.  Franchise and public
service taxes increased by $0.4 million or 10.3%, primarily due to new state-shared
marijuana tax ($0.1 million) and increased local transient lodging tax activity ($0.1
million).

o Interest — This is revenue derived from the City’s investment of cash and reserves.
Due to continued improvement in investment earnings, revenues from this source
doubled for the second year in a row as compared to the prior year earnings, totaling
$257,864 in fiscal year 2017-18.

o Other - This is miscellaneous revenue not related to services provided.

g
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Governmental Activities — Revenues by Source

Capital grants
and
contributions

15% Taxes

49%
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contributions
8% Interest
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Charges for
services
27%

Programs — These are direct expenses that are specifically associated with a service,
program, or department and are clearly identifiable to a particular function. The
following table reflects the changes in program expenses:

Table 3
Gowvernmental Activities - Program Expenses
for the fiscal year ended June 30, 2018

(in millions)
FY 2017-18 Comparedto FY 2016-17
Percent of Increase/(Decrease)
Programs Amount Total Amount Percent
General government $ 0.5 22% % 0.2) -16.7%
Public safety 14.1 63.2% 05 3.7%
Library 19 8.5% 0.3 18.8%
Community development 5.6 25.1% 1.0 21.7%
Interest on long-term debt 0.2 0.9% - 0.0%
Total expenses $ 223 100.0% $ 17

o General government and interest expenses were consistent with the prior
fiscal year.

o Public safety consists of the police, fire, court, and 911 operations, and the
overall expenses increased nominally.

o Library expenses increased in personnel and administrative costs.

o Community Development expenses increased due to pavement preservation
corresponding with the new transportation utility fee, as well as a state
housing grant.



CITY OF NEWBERG, OREGON
Management’s Discussion and Analysis
For the Year Ended June 30, 2018

Business-type Activities

During the current fiscal year, the net position for business-type activities increased by $5.2
million from the prior fiscal year for an ending balance of $79.1 million. Business-type
charges for services experienced modest revenue growth related to annual utility rate
increases and activity. Capital grants and contributions experienced a strong increase over
the prior year due to both system development charge increases as well as contributed
capital due to high development activity. In addition, there was an increase due to a special

item pertaining to pension/OPEB related items, which is further explained in footnote
disclosure 4.

Business-Type Activities — Operating Revenues by Service
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The following table reflects the changes in program expenses for the business-type

activities:
Table 4
Business-Type Activities - Program Expenses
for the fiscal year ended June 30, 2018
(in millions)
FY2017-18 Comparedto FY 2016-17
Percent of Increase/(Decrease)
Programs Amount Total Amount Percent
Water 51 32.1% 0.3 6.3%
Wastewater 9.0 56.6% 0.9 11.1%
Stormwater 15 9.4% 0.5 -25.0%
Emergency medical services 0.3 1.9% (0.6) -66.7%
Total expenses $ 159 1000% $ 0.1

o Wastewater expenses increased primarily due to various non-capitalized

project costs incurred in 17-18 including sewer pipe maintenance,
miscellaneous facility projects, and work on the master plans. Additionally,
there was an increase in pension related costs allocated to wastewater from
the Admin Support Services Fund, which was not being allocated pension
costs in fiscal year 16-17 as well as an increase due to a fiscal year 16-17
misclassification of construction in progress capitalizations related to two
storm projects. A correcting entry was made in the form of a prior period
adjustment, which is further explained in footnote disclosure 4.
Stormwater expenses decreased due to a fiscal year 16-17 misclassification
of construction in progress capitalizations related to two storm projects. A
correcting entry was made in the form of a prior period adjustment, which
is further explained in footnote disclosure 4.

The decrease in the EMS expenses relates to the second and final year of
the transfer of services to Tualatin Valley Fire & Rescue.
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FUND-BASED FINANCIAL ANALYSIS

As previously discussed, the City uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements.

Governmental Funds

The focus of the City’s governmental funds is to provide information on near-term inflows,
outflows, and balances of available resources. Such information is useful in assessing the
City’s financing requirements. In particular, unassigned fund balance may serve as a useful
measure of a government’s net resources available for discretionary use as they represent
the portion of fund balance which has not yet been limited to use for a particular purpose
by either an external party, the City of Newberg itself or a group or individual that has been
delegated authority to assign resources for use for particular purposes by the City of
Newberg City Council.

As of the end of the current fiscal year, the City’s governmental funds reported combined
ending fund balances of $14.9 million, an increase of $4.4 million in comparison with the
prior year. Approximately 27.9%% of this amount ($4.1 million) constitutes unassigned
fund balance, which is available for spending at the government’s discretion. The
remainder of the fund balances is either non-spendable, restricted, committed, or assigned
to indicate that it is 1) not in spendable form ($0.1 million), 2) restricted for particular
purposes ($9.6 million), 3) committed for particular purposes ($0.9 million) or 4) assigned
for particular purposes ($0.2 million).

The General Fund is the chief operating fund of the City. The fund balance of the City’s
General Fund increased by $0.5 million (13.8%) during the current fiscal year. This change
in fund balance is consistent with the prior year. Significant changes from the prior year
are as follows:

e Property taxes revenues increased $0.2 million, or 2.3%. This increase is less than
the prior year increase in part due to decline in the rate of growth in tax assessed
valued, lower collections in prior year taxes, and slightly lower percentage in
current year collections.

e Other taxes increased $0.3 million (9.7%) attributable to new a revenue source
(state marijuana tax, which included a retroactive payment as well as current year
revenue) and franchise fee revenues attributable to higher utility activity.

e Licenses and permits revenue increased by $0.3 million (36.9%) due to higher
development activity within the City.

The Street Fund ending fund balance increased $0.5 million (66%) primarily due to a new
Transportation Utility Fee ($1.0 million), of which $0.6 million was transferred out to the
Street Capital Projects Fund. Other notable activity not affecting ending fund balance
includes an increase in developer contributions ($0.3 million) and a decrease in
intergovernmental revenue relating to a prior year receipt of Surface Transportation Funds

k
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(%$0.5 million), both of which were offset equally by transfers to the Street Capital Projects
Fund, thus not affecting ending fund balance.

The Building Inspection Fund ending fund balance increased at the same pace as the prior
year ($0.3 million) due to continued strong growth in development activity.

The Street Capital Projects Fund ending fund balance remained flat. However, project
activity increased by $1.5 million in part due to street paving projects funded by the new
Transportation Utility Fee.

Other governmental fund balances increased by $3.1 million. The primary reasons are due
to the new Governmental Capital Projects Fund with a fund balance of $2.3 million
(unspent loan proceeds for the public safety communications upgrade project) and the
Street System Development Charges Fund increased net activity of $0.9 million.

Proprietary Funds

The City of Newberg’s proprietary funds provide the same type of information found in
the government-wide financial statements, but in more detail.

The net position of the water utility increased by $2.0 million (7.1%) over the prior fiscal
year. Operating costs increased by $0.2 million during 2017-18. Charges for services
increased by $0.6 million due to increases in utility service activity. Fiscal year 2017-18
also experienced an increase in capital contributions revenue of $0.3 million.

The net position of the wastewater utility increased by $1.3 million (3.5%) during fiscal
year 2017-18. Charges for services increased by $0.5 million over the prior year.
Operating costs increased by $1.0 million. Fiscal year 17-18 also experienced an increase
in capital contributions revenue of $1.2 million.

The net position of the stormwater utility increased by $1.7 million during fiscal year 2017-
18. The levels of operational activity remained relatively consistent with prior year with
the exception of a decrease in materials and services relating to a fiscal year 2016-17
misclassification of construction in progress capitalizations for which a correcting entry
was made in 2017-18 in the form of a prior period adjustment, which is further explained
in footnote disclosure 4. Fiscal year 2017-18 also experienced an increase in capital
contributions revenue of $0.5 million.

Net position of the emergency medical services fund increased $0.2 million during fiscal
year 2017-18. The decrease in operating revenues of $0.4 million was offset by a decrease
in operating expenses of $0.6 million, due to the transfer of services to Tualatin Valley Fire
and Rescue. Additionally, a special item of $0.8 million was recognized pertaining to
pension/OPEB related items, which is further explained in the footnote disclosure 4.
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BUDGETARY HIGHLIGHTS

Original budget compared to final budget

The budgetary statements for each fund, shown throughout this report, show the original
budget, final budget, actual revenues, expenditures and transfers in and out for the fiscal
year ended June 30, 2018. The City executed two supplemental budgets affecting multiple
funds to cover minor adjustments for various unanticipated revenues and expenditures
within different funds as well as creating the Governmental Capital Projects Fund to
account for the new Public Safety Communications Upgrade Project. In addition, a new
Transportation Utility Fee was adopted effective September 2017 and was included as a
supplemental budget item of approximately $1.0 million.

General Fund final budget compared to actual results

General fund actual revenues exceeded budget by 5.3%, primarily due to Licenses and
Permits revenues exceeding budget by 99.3%, and franchise fee revenues exceeding budget
by 8.3%. General fund expenditures were, in aggregate and excluding transfers, 89.0% of
budget, with the largest variances in the police, fire, and planning categories due to various
salaries and operating expenditures.

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets. As of June 30, 2018, the City had invested $165.5 million in capital assets
as reflected in the following table, which represents a net increase (additions, deductions
and depreciation) of $2.4 million.

TABLES
CAPITAL ASSETS AT YEAR END
(NET OF DEPRECIATION)
(in millions)
Governmental Business-type
Activities Activities Totals
2018 2017 2018 2017 2018 2017
Land $ 12 $ 12 $ 28  $ 2.8 $ 40 % 4.0
Right of way 26.8 26.8 - - 26.8 26.8
Construction in progress 3.9 13 3.0 18 6.9 31
Buildings & improvements 7.3 75 22.9 23.6 30.2 311
Equipment 2.6 2.6 25.9 27.0 285 29.6
Utility systems - - 345 334 345 334
Infrastructure 34.6 35.1 - - 34.6 35.1
Total $ 764 $ 745 $ 81 $ 886 $ 1655 $ 1631
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Major capital asset events during the current fiscal year included the following:

e The City received developer-contributed infrastructure from five developments,
which completed in 2017-18. These developers contributed a total of $2.8 million
of infrastructure in the current year.

e Depreciation expense for 2017-18 was $6,694,413.

e The City began work on the Public Safety Communication Upgrade, expending a
total of $0.9 million of the anticipated $3.1 million total project cost.

e The City completed work on the oxidation ditch #2 rebuild and the water treatment
plant hypochlorite generator, which totaled $0.7 and $0.4 million over the course
of the construction, respectively.

Additional information on the City’s capital assets can be found in the Notes to the Basic
Financial Statements on page 40 of this report.

Government-Wide Totals
Capital Assets

16%

21% 3%

B Land 3%

4% MRight of way 16%
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® Buildings & improvements 18%
B Equipment 17%

m Utility systems 21%

Infrastructure 21%

17%

Debt. As of June 30, 2018, the City had a total long-term debt obligation of $42.0 million.
Of this amount, $9.6 million represented outstanding bonded indebtedness. Outstanding
bonded debt included $2.6 million to be serviced by the City Hall fee and internal charges
to departments and $7.0 million serviced by user fees and SDCs. The City incurred a new
private placement bank loan for $3.2 million to the public safety communication upgrade
projects to be repaid by General Fund revenue. All of these debts are backed by the full
faith and credit of the City.
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TABLEG®G
OUTSTANDING DEBT AT YEAR END
(in millions)
Governmental Business-type
Activities Activities Totals
2018 2017 2018 2017 2018 2017

FF&C Bonds-2015 Refunding $ 04 $ 07 $ 70 $ 81 $ 74 $ 88
FF&C public safety financing 3.2 - - - 3.2 -
Limited taxbonds 2.2 2.3 - - 2.2 2.3
Notes payable 14 15 27.8 294 29.2 30.9
Capital leases - 0.1 - - - 0.1

Total $ 72 $ 46 $ 348 $ 375 $ 420 $ 421

The City received an AA credit rating from Standard & Poors on the 2015 Refunding. This
IS equivalent to a two-notch increase over the rating received by Moody’s in 1998. The
City’s 2004 pension bond was reviewed by Moody’s in July 2018 and was upgraded from
Aa3 to Aa2.

Additional information on the City’s debt and other long-term obligations can be found in
the Notes to the Basic Financial Statements on page 43 of this report.

ECONOMIC FACTORS

The following economic factors currently affect the City of Newberg:

The unemployment rate for Yamhill County is currently 3.5%, which continues a
downward trend from prior years. This rate has decreased over the last eight years
after spiking at a high around 13.2% in 2009, and the 2018 rate is now the lowest
in over 30 years.

The City’s taxable assessed value (TAV) for 2018-19 increased by 2.67% over the
2017-18 certified tax roll. This growth rate was down from the TAV increase of
4.19% in 2017-18 tax year. The 2017-18 TAV was adjusted downward in June
2018 (post-certification) primarily due to the settlement of a longstanding dispute
between Comcast and the State of Oregon, as well as an adjustment to Frontier and
an assessment error on another Newberg business. The adjustment to the TAV in
this magnitude should be considered one-time events, although tax adjustments do
occur every year as a normal course of operation. TAV increased by $73 million
(3.98%) between the 2017-18 Adjusted and 2018-19 Certified. The City also
received a one-time collection of $188,480 from the Comcast settlement, which is
basically a deferred payment from 2009-2018 tax years.

49



CITY OF NEWBERG, OREGON
Management’s Discussion and Analysis
For the Year Ended June 30, 2018

e The City’s private retirement plan contribution rate increased for 2017-18 from
29.32% to 34.22%. Additionally, this rate increased to 36.8% for the 2018-19 fiscal
year. The rate for 2019-20 will be 37.97%.

e Employer contribution rates for Oregon PERS continue to increase. The rates for
Oregon PERS increased by an additional 2.91-5.23% of subject payroll for the
2017-19 biennium and will increase an additional 1.67-2.08% of subject payroll for
the 2019-21 biennium. In 2017-18, the City used the PERS reserves set aside in
2016-17 to offset the PERS rate increase effective July 1, 2017.

e Health care costs continued to escalate in FY2018-19 by approximately 9%.

e Non-represented employees within the City received a cost of living increase of
2.0% effective July 1, 2018. Police collective bargaining unit employees received
a 3.0% cost of living increase. The public works collective bargaining agreement
was approved in January 2018 for three years, and a cost of living adjustment of
2.5% will also be applied on January 1, 2019.

REQUESTS FOR INFORMATION

This financial report is designed to provide a general overview of the City’s finances for
those with an interest in the government’s finances. Questions concerning any of the
information provided in this report or requests for additional financial information should
be addressed to:

Finance Director

City of Newberg

PO Box 970

Newberg, OR 97132

(503) 537-1216
www.newbergoregon.gov/finance
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GOVERNMENT-WIDE FINANCIAL STATEMENTS

Statement of Net Position - Statement presenting all of the City’s assets, net
outflows of resources, liabilities, and net inflows of resources, with the difference
reported as net position. This statement is split between governmental and business-
type activities.

Statement of Activities - Statement reporting the changes in net position of the
City’s governmental and business-type activities.
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City of Newberg, Oregon

STATEMENT OF NET POSITION

June 30, 2018

Governmental Business-Type
Activities Activities Totals

ASSETS
Cash and cash equivalents $ 17,481,262 $ 29,856,382 47,337,644
Receivables 1,842,316 1,716,173 3,558,489
Internal balances (56,659) 56,659 -
Inventories 111,957 228,057 340,014
Capital assets:

Land and construction in progress 31,938,691 5,804,640 37,743,331

Other capital assets, net of depreciation 44,420,279 83,307,569 127,727,848
Total assets 95,737,846 120,969,480 216,707,326
DEFERRED OUTFLOWS OF RESOURCES
Pension related items 5,609,083 2,795,481 8,404,564
Other postemployment benefits related items 29,910 9,876 39,786
Deferred refunding charge 36,116 277,323 313,439
Total deferred outflows of resources 5,675,109 3,082,680 8,757,789
LIABILITIES
Accounts payable and accrued liabilities 2,271,685 593,283 2,864,968
Contingent liability 446,000 - 446,000
Deposits 50,432 26,603 77,035
Interest payable 37,993 244,461 282,454
Long-term obligations:

Due within one year 1,692,533 3,101,558 4,794,091

Due in more than one year 23,594,619 39,944,925 63,539,544
Total liabilities 28,093,262 43,910,830 72,004,092
DEFERRED INFLOWS OF RESOURCES
Pension related items 1,608,625 993,356 2,601,981
Other postemployment benefits related items 34,376 11,451 45,827
Total deferred inlows of resources 1,643,001 1,004,807 2,647,808
NET POSITION
Net investment in capital assets 75,051,501 54,630,631 129,682,132
Restricted for:

Capital projects 3,957,362 6,417,821 10,375,183

Debt service 65,995 - 65,995

Public safety 156,300 - 156,300

Street maintenance 1,222,625 - 1,222,625

Other purposes 2,119,808 - 2,119,808
Unrestricted (10,896,899) 18,088,071 7,191,172
Total net position $ 71,676,692 $ 79136523 $ 150,813,215

See accompanying notes
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City of Newberg, Oregon

STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2018

Program Revenues

Charges Operating Capital
for Grants and Grants and
Functions/Programs Expenses Services Contributions Contributions
Governmental activities:
General government $ 456,661 $ 1,164,740 $ 196,970 $ -
Public safety 14,122,328 2,036,208 17,254 -
Library 1,880,375 114,132 56,803 -
Community development 5,605,823 3,282,887 1,536,443 3,549,009
Interest on long-term obligations 190,013 - - -
Total governmental activities 22,255,200 6,597,967 1,807,470 3,549,009
Business-type activities:
Water 5,091,557 6,005,357 - 1,205,067
Wastewater 9,015,163 8,165,355 - 2,426,479
Stormwater 1,474,100 1,545,965 - 665,187
Emergency medical services 305,867 26,618 - -
Total business-type activities 15,886,687 15,743,295 - 4,296,733
Totals $ 38,141,887 $ 22,341,262 $ 1,807,470 $ 7,845,742

See accompanying notes

General revenues:
Taxes:
Property taxes levied for general purposes
Property taxes levied for debt service
Franchise and public service taxes
Interest and investment earnings
Miscellaneous
Gain (loss) on sale of capital assets
Special item: pension/OPEB related items (see footnote 4)
Contingency loss (see footnote 4)
Transfers
Total general revenues and transfers
Change in net position
Net position-beginning
Prior period adjustment
Net position--ending
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Net (Expense) Revenue and
Changes in Net Position

Governmental Business-Type
Activities Activities Totals

$ 905,049 $ - $ 905,049
(12,068,866) - (12,068,866)
(1,709,440) - (1,709,440)
2,762,516 - 2,762,516
(190,013) - (190,013)
(10,300,754) - (10,300,754)
- 2,118,867 2,118,867
- 1,576,671 1,576,671
- 737,052 737,052
- (279,249) (279,249)
- 4,153,341 4,153,341
(10,300,754) 4,153,341 (6,147,413)
7,872,211 - 7,872,211
832 - 832
3,997,659 - 3,997,659
257,864 464,392 722,256
15,193 - 15,193
427 2,909 3,336
- 788,650 788,650
(446,000) - (446,000)

337,773 (337,773) -
12,035,959 918,178 12,954,137
1,735,205 5,071,519 6,806,724
69,448,717 73,950,985 143,399,702
492,770 114,019 606,789

$ 71,676,692 $ 79136523 $ 150,813,215
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FUND FINANCIAL STATEMENTS
Governmental Funds

General - accounts for the financial operations of the city that are not required to be
accounted for in any other fund. Principal sources of revenue are property taxes,
licenses and permits, intergovernmental revenue, and fines and forfeitures.

Street - accounts for revenues received from state gasoline taxes which are to be
expended as outlined in the Constitution of the State of Oregon, Article X, Section
3.

Building Inspection - accounts for fees collected to enforce the state building codes.
Fund expenditures are related to the City’s building inspection program.

Street Capital Projects - accounts for street capital projects. Resources are derived
from transfers from the Street Fund, street systems development charges, and grant
revenues.

Nonmajor Funds — includes seven special revenue funds, two debt service funds,
and two capital projects funds that are collectively reported as nonmajor funds.
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City of Newberg, Oregon
BALANCE SHEET

GOVERNMENTAL FUNDS
June 30, 2018

Street Total Total
Building Capital Nonmajor Governmental
General Street Inspection Projects Funds Funds

ASSETS
Cash and cash equivalents $ 4,608,795 $ 858,589 $ 1,482,587 $ 781,686 $ 8,025,739 $ 15,757,396
Receivables:

Accounts 228,751 353,656 - - 469,124 1,051,531

Loans - - - - 31,744 31,744

Assessments - - - - 72,176 72,176

Taxes 663,748 - - - 18,186 681,934
Due from other funds 27,181 - - - - 27,181
Inventories - 90,779 - - - 90,779
Total assets $ 5,528,475 $ 1,303,024 $ 1,482,587 $ 781,686 $ 8,616,969 $ 17,712,741
LIABILITIES
Accounts payable $ 405,003 $ 53,340 $ 20,308 $ 604,882 $ 101,355 $ 1,184,888
Other accrued liabilities 194,794 12,725 10,492 - 16,887 234,898
Due to other funds - - - - 26,826 26,826
Deposits 36,098 14,334 - - - 50,432
Interfund loan 63,270 - - - 63,270
Contingent liabilties (see footnote 4) - - - - 446,000 446,000
Total liabilities 699,165 80,399 30,800 604,882 591,068 2,006,314
DEFERRED INFLOWS OF RESOURCES
Unavailable revenue-property taxes 663,748 - - - 18,186 681,934
Unavailable revenue-loans - - - - 31,744 31,744
Unavailable revenue-special assessments - - - - 72,176 72,176
Total deferred inflows of resources 663,748 - - - 122,106 785,854
FUND BALANCES
Nonspendable - 90,779 - - - 90,779
Restricted - 1,131,846 1,451,787 - 7,054,372 9,638,005
Committed - - - 176,804 682,507 859,311
Assigned - - - - 166,916 166,916
Unassigned 4,165,562 - - - - 4,165,562
Total fund balances 4,165,562 1,222,625 1,451,787 176,804 7,903,795 14,920,573
Total liabilities, deferred inflows of
resources, and fund balances $ 5,528,475 $ 1,303,024 $ 1,482,587 $ 781,686 $ 8,616,969 $ 17,712,741

See accompanying notes
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City of Newberg, Oregon

Reconciliation of the Balance Sheet of Governmental Funds
To the Statement of Net Position

June 30, 2018

Amounts reported for governmental activities on the statement of net position are different because:

Total fund balances - governmental funds $ 14,920,573

The statement of net position reports receivables at their net realizable value. However
receivables not available for current-period expenditures are deferred in governmental
funds. 785,854

Capital assets used in governmental activities are not financial resources and, therefore,
are not reported in the funds. 74,356,720

Governmental activities report as deferred outflows of resources payments to
refunding bond escrow agent 36,116

Governmental activities report as deferred outflows of resources actuarially determined
deferred outflows such as changes of assumptions and other actuarially calculated
estimates and contributions related to the retirement plans for the year 3,838,103

Governmental activities report as deferred outflows of resources an actuarially calculated
implicit employer subsidy for postemployment benefits for the year 24,536

Long-term obligations are not due and payable in the current period and, therefore, are
not reported in the funds:

Long-term debt $ (7,234,518)
Compensated absences (717,748)
Other postemployment benefits (491,701)
Accrued interest (37,993) (8,481,960)

The statement of activities reports the change in net pension liability as additional
expenses for increases and a reduction of expenses for decreases (11,464,650)

Governmental activities report as deferred inflows the effect of differences between
projected and actual earnings and changes in proportionate share of contributions
to the retirement plans (1,025,672)

Governmental activities report as deferred inflows the effect of changes of assumptions
and inputs for actuarally calculated other postemployment benefit costs (28,111)

Internal service funds are proprietary funds and not reported with governmental funds.
However, because internal service funds primarily benefit governmental activities, their assets,
liabilities, and net position are reported along with governmental activities in the
statement of net position (1,284,817)

Net position of governmental activities $ 71,676,692 62

See accompanying notes



City of Newberg, Oregon

STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

For the Year Ended June 30, 2018

Street Total Total
Building Capital Nonmajor Governmental
General Street Inspection Projects Funds Funds

Revenues
Property taxes $ 7,864,019 - - $ - $ 7,703 $ 7,871,722
Other taxes 2,990,659 - - - 1,118,742 4,109,401
Licenses and permits 938,729 78,884 874,686 - 209,685 2,101,984
Intergovernmental 1,280,473 1,513,868 - - 586,294 3,380,635
Charges for services 121,921 1,180,114 90,800 - 2,699,398 4,092,233
Fines and forfeitures 593,431 - - - - 593,431
Facilities charge - - - - 119,492 119,492
Pension bond charge - - - - 248,417 248,417
Loan collections - principal - - - - 13,534 13,534
Loan collections - interest - - - - 1,573 1,573
Assessments - - - - 5,105 5,105
Donations - - - - 36,033 36,033
Interest 63,395 13,399 21,315 7,969 97,835 203,913
Miscellaneous 3,046 1,953 60 - - 5,059
Total revenues 13,855,673 2,788,218 986,861 7,969 5,143,811 22,782,532
Expenditures
Current:

General government 195,657 - - - 157,377 353,034

Public safety 11,744,964 - - - 816,014 12,560,978

Library 1,726,286 - - - 65,497 1,791,783

Community development 769,426 1,207,993 626,691 - 220,331 2,824,441
Debt service:

Principal - - - - 453,590 453,590

Interest - - - - 190,743 190,743
Capital outlay - - - 2,708,413 876,452 3,584,865
Total expenditures 14,436,333 1,207,993 626,691 2,708,413 2,780,004 21,759,434
Excess (deficiency) of revenues over

expenditures (580,660) 1,580,225 360,170 (2,700,444) 2,363,807 1,023,098
Other financing sources (uses)
Developer contribution proceeds - 342,750 - - - 342,750
Sale of capital assets 327 923 - - - 1,250
Loan proceeds 45,671 - - - 3,151,630 3,197,301
Contingency loss (see footnote 4) - - - - (446,000) (446,000)
Transfers in 1,252,591 2,858 653 2,708,413 133,508 4,098,023
Transfers out (212,984) (1,440,387) (16,810) - (2,130,970) (3,801,151)
Total other financing sources (uses) 1,085,605 (1,093,856) (16,157) 2,708,413 708,168 3,392,173
Net change in fund balances 504,945 486,369 344,013 7,969 3,071,975 4,415,271
Fund balances, July 1, 2017 3,660,617 736,256 1,107,774 168,835 4,831,820 10,505,302
Fund balances, June 30, 2018 $ 4,165,562 $ 1,222,625 $ 1,451,787 $ 176,804 $ 7,903,795 $ 14,920,573

See accompanying notes



City of Newberg, Oregon

Reconciliation of the Statement of Revenues, Expenditures, and Changes
in Fund Balances of Governmental Funds to the Statement of Activities

For the Year Ended June 30, 2018

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

Net change in fund balances - total governmental funds $ 4,415,271
Governmental funds deferred revenues that do not provide current financial resources.
However, the statement of activities recognizes such revenues at their net realizable
value when earned, regardless of when received.
Property taxes 1,321
Notes and assessments (18,639)
Repayments of long-term obligations use current financial resources and are reported as
expenditures in governmental funds. However, the payment of debt principal
is reported as a decrease in long-term obligations in the statement of net position. 460,518
Some expenses reported in the statement of activities do not require the use of
current financial resources and therefore are not reported as expenditures in
governmental funds
Compensated absences (20,017)
Interest (1,685)
Amortization of deferred refunding charges (4,514)
Change in deferred outflows of resources related to Other postemployment benefits 3,406
Other postemployment benefits (21,044)
Change in deferred inflows <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>