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September 30, 2005

To the Chair and Commissioners
of the Ashland Parks and
Recreation Commission:

State law requires that all general-purpose governments publish within six months of the close
of each fiscal year a complete set of financial statements presented in conformity with generally
accepted accounting principles (GAAP) and audited in accordance with generally accepted
auditing standards by a firm of licensed certified public accountants. Pursuant to that
requirement, we hereby issue the comprehensive annual financial report of the Ashland Parks
and Recreation Commission for the fiscal year ended June 30, 2005.

This report consists of the commission’s representations concerning the finances of the Ashland
Parks and Recreation Commission. Consequently, the commission assumes full responsibility
for the completeness and reliability of all of the information presented in this report. To provide a
reasonable basis for making these representations, the commission has established a
comprehensive internal control framework that is designed to both protect the government’s
assets from loss, theft, or misuse and to compile sufficient reliable information for preparation of
the Ashland Parks and Recreation Commission’s financial statements in conformity with GAAP.
Because the cost of internal controls should not outweigh their benefits, the Ashland Parks and
Recreation Commission’s comprehensive framework of internal controls has been designed to
provide reasonable, rather than absolute, assurance that the financial statements issued will be
free from material misstatement. As a commission, we assert that, to the best of our knowledge
and belief, this financial report is complete and reliable in all material respects.

The licensed certified public accounting firm of Pauly, Rogers and Co., P.C. has audited the
Ashland Parks and Recreation Commission’s financial statements. The goal of the independent
audit was to provide reasonable assurance that the Ashland Parks and Recreation
Commission’s financial statements for the fiscal year ended June 30, 2005, are free of material
misstatement. The independent audit involved examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements; assessing the accounting principles
used and significant estimates made by the commission; and evaluating the overall financial
statement presentation. The independent auditor concluded, based upon the audit, that there
was a reasonable basis for rendering an unqualified opinion the Ashland Parks and Recreation
Commission’s financial statements for the fiscal year ended June 30, 2005, are fairly presented

in conformity with GAAP. The independent auditor’s report is presented as the first component
of the financial section of this report.

GAAP require that the commission provide a narrative introduction, overview, and analysis to
accompany the basic financial statements in the form of Management’s Discussion and Analysis
(MD&A). This letter of transmittal is designed to complement MD&A and should be read in
conjunction with it. The Ashiand Parks and Recreation Commission’s MD&A can be found
immediately following the report of the independent auditors.

i
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PROFILE OF THE GOVERNMENT

Turn of the century residents in Ashland voted to establish the Ashland Parks and Recreation
Commission (a component unit of the City of Ashland, Oregon), to provide a full range of parks
and recreation services to the community. The Ashland Parks and Recreation Commission
derives its authority from the City of Ashland’s Charter, Articles XIX and XXII. The five-member
Commission, elected by and directly responsible to Ashland’s citizens, is responsible for the
financing and administration of Ashland's parks and recreation system. The parks and
recreation system includes approximately 180 acres of developed parkland and approximately
463 acres of undeveloped parkland, including a network of over 29 miles of maintained trails.
Recreational facilities include a municipal golf course, 3 community centers, tennis courts, a
swimming pool, and a seasonal ice rink.

The City Charter provides for a continuing millage levy dedicated to the care, maintenance, and
development of Ashland's park system. Historically, the amount raised by the continuing
millage levy changed as property tax values changed, but the millage rate remained constant.

In 1997 a statewide ballot measure eliminated all existing special millage and serial levies
incorporating these levies into the overall rate which could be levied citywide. Although the
statewide ballot measure restructured the manner of accounting for property tax monies, it is
anticipated that the Commission will continue to receive the same percentage of citywide tax
dollars as in previous years for parks and recreation purposes. Ashland voters first approved
the Youth Activities Serial Levy in 1994 to provide for extra-curricular recreational activities for
students of the Ashland School District and to enhance other community recreational
opportunities. The levy was renewed by the voters in 1997 and 2000, each for three years. In

2003, Ashland voters renewed the levy for a five-year period. Fiscal year 2004-2005 represents
the second year of the third renewal.

The Ashiand Parks and Recreation Commission operates under a commission-director form of
government. The Commission is responsible, among other things, for adopting the annual
budget, appointing the Park Director, and setting Park policy. The Park Director is responsible
for carrying out the directives and policies of the Commission and overseeing the day-to-day
operation of the Parks and Recreation Department.

The Ashland Parks and Recreation Commission maintains budgetary controls. The objective of
these budgetary controls is to ensure compliance with legal provisions embodied in the annual
appropriated budget approved by the City Council of the City of Ashland. The annual budget
serves as the foundation for the Ashland Parks and Recreation Commission’s financial planning
and contrel. The Park Director develops a proposed budget each year to present to the
Commission. The Commission is required to hold public meetings on the proposed budget and
to adopt a final budget no later than June 30, the close of the Ashland Parks and Recreation
Commission’s fiscal year. Activities of the three funds under the jurisdiction of the Commission
are included in the annual appropriated budget. The level of budgetary controls (that is, the
level at which expenditures cannot legally exceed the appropriated amounts) is established by
function and activity within an individual fund. Appropriations are limited to a single fiscal year;
therefore, all spending authority of the Commission lapses at fiscal year end. Budget-to-actual

comparisons are provided in this report for each of the three funds as part of the basic financial
statements.
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FACTORS AFFECTING FINANCIAL CONDITION

The information presented in the financial statements is perhaps best understood when it is

considered from the broader perspective of the specific environment within which the Ashland
Parks and Recreation Commission operates.

Local economy. The Ashland area’s major economic sectors: retail, service, manufacturing,
and tourism, support the relatively strong and stable local economy. An increasing population,
strong housing market and Ashland’s growing retirement community can also be attributed
somewhat to the availability of attractive, well-run and maintained parks and recreation
programs and facilities.

Long-term financial planning. One of the primary goals for the Ashland Parks and Recreation
Commission has been to update the Parks and Open Space Land Acquisition Plan. In 1990,
Ashland’s residents confirmed their commitment to parks and open space by passing a charter
amendment that established an Open Space Plan and map. Over the past 10 years, working
jointly with the Ashland City Council, the Commission has added approximately 400 acres of
park and open space land to the city’s inventory. Master planning continues for possible
development of two significant neighborhood parks. Other projects pending include improving
water quality at the upper duck pond, completion of the master trail plan document, review of
facilities use policies and fees, expanding Nature Center programs throughout the community,
and to develop a business and marketing plan for Oak Knoll Golf Course.

Major park projects completed during the fiscal year include: installation of a new filtration

system at the lower duck pond, resurfacing Daniel Meyer swimming pool, and completion of the
Calle Guanajuato stairway project.

Cash Management. As a component unit of the City of Ashland, the Ashland Parks and
Recreation Commission invests its funds through the City's Finance Department in accordance
with City policies.

Risk Management. As a component unit of the City of Ashland, the Ashland Parks and
Recreation Commission is incorporated into the City's risk management program and foliows all
City guidelines and procedures.
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AWARDS AND.ACKNOWLEDGEMENTS

The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement
for Excellence in Financial Reporting to the Ashland Parks and Recreation Commission for its
comprehensive annual financial report (CAFR) for the fiscal year ended June 30, 2004. This
was the seventeenth consecutive year that the commission has achieved this prestigious award.
In order io be awarded a Certificate of Achievement, the commission published an easily
readable and efficiently organized CAFR. This report satisfied both GAAP and applicable legal
requirements.

A Certificate of Achievement is valid for a period of one year only. | believe our current CAFR
continues to meet the Certificate of Achievement Program’s requirements and it is being
submitted to the GFOA to determine its eligibility for another certificate.

The preparation of this report would not have been possible without the efficient and dedicated
services of the entire staff of the Ashland Parks and Recreation Department. | express my
appreciation to all members of the Department who assisted and contributed to its preparation.
| also thank the Commissioners for their interest and support in planning and conducting the
financial operations of the Department in a responsible and progressive manner.

Respectfully submitted,
H T
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Donald E. Robertson, Director

Ashland Parks and Recreation Department
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PAULY, ROGERS AND CO., P.C.
r ® CERTIFIED PUBLIC ACCOUNTANTS

* 12700 SW 72ND AVENUE « TIGARD, OREGON 97223
*» (503) 620-2632  FAX (503) 684-7523

September 30, 2005

To the Chair and Commissioners of the
Ashland Parks and Recreation Commission
City of Ashland, Oregon

INDEPENDENT AUDITORS' REPORT

We have audited the basic financial statements of the Ashland Parks and Recreation Commission (a component unit of the
City of Ashland, Oregon) as of and for the year ended June 30, 2005 as listed in the table of contents. The basic financial

statements are the responsibility of the Agency's management. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the basic financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supperting the amounts
and disclosures in the basic financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our opinion.

In our opinion the basic financial statements referred to above present fairly, in all material respects, the financial position of
the Parks and Recreation Commission at June 30, 2005 and the results of its operations for the year then ended, in conformity
with accounting principles generally accepted in the United States of America.

The Management Discussion and Analysis and the budgetary comparison information, as listed on the table of contents, are
not a required part of the basic financial statements but are supplementary information required by the Government
Accounting Standards Board. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required supplementary information. However,
we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
Ashland Parks and Recreation Commission’s basic financial statements. The introductory section, and statistical tables are
presented for purposes of additional analysis and are not a required part of the basic financial statements. The supplementary
information have been subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, are fairly stated in all material respects in relation to the basic financial statements taken as a whole. The
mtroductory section and statistical tables have not been subjected to the auditing procedures applied in the audit of the basic
financial statements and, accordingly, we express no opinion on them.

gé /@; Gt /c
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Management’s Discussion and Analysis

As management of the Ashland Parks and Recreation Commission, we offer readers of the Ashland Parks and Recreation
Commission’s financial statements this narrative overview and analysis of the financial activities of the Ashland Parks and
Recreation Commission for the fiscal year ended June 30, 2005. We encourage readers to consider the information presented
here in conjunction with additional information that we have furnished in our letter of transmittal, which can be found on
pages i-iv of this report.

Financial Highlights

e The assets of the Ashland Parks and Recreation Commission exceeded its liabilities at the close of the most recent fiscal
year by $11,760,456 (net assets).

»  The Park and Recreation Commission’s total net assets have decreased by $ 98,344.

* Asofthe close of the current fiscal year, the Ashland Parks and Recreation Commission’s governmental funds reported
combined ending fund balances of $1,932,787, a decrease of $ 48,464 from the prior fiscal year.

Overview of Financial Statements

This discussion and analysis are intended to serve as an introduction to the Ashland Parks and Recreation Commission’s
basic financial statements. The Ashland Parks and Recreation Commission’s basic financial statements are comprised of
three components: 1) government-wide financial statements, 2) fund financial statements, and 3) notes to the financial

statements. This report also contains other supplementary information in addition to the basic financial statements
themselves.

Government-wide financial statements. The government-wide financial statements are designed to provide readers with a
broad overview of the Ashland Parks and Recreation Commission’s finances, in a manner similar to a private-sector business.

The statement of net assets presents information on all of the Ashland Parks and Recreation Commission’s assets and
liabilities, with the difference between the two reported as net assets.

The statement of activities presents information showing how the government’s net assets changed during the most recent
fiscal year.

Both of the government-wide financial statements distinguish functions of the Ashland Parks and Recreation Commission
that are principally supported by taxes and intergovernmental revenues (governmental activities) from other functions that are
intended to recover all or a significant portion of their costs through user fees and charges (business-type activities). The
governmental activities of the Ashland Parks and Recreation Commission include general park operations, recreation, and
golf course operation.

The government-wide financial statements can be found on pages 6-7 of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over resources that have
been segregated for specific activities or objectives.

Governmental funds. Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is useful to

compare the information presented for governmental funds with similar information presented for governmental activities in
the government-wide financial statements.

The Ashland Parks and Recreation Commission maintains three individual governmental funds: the General Fund, the Youth
Activities Levy Fund, and the Capital Improvements Fund.
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The Ashland Parks and Recreation Commission adopts an annual appropriated budget for each of its funds. A budgetary
statement has been provided for the general fund to demonstrate compliance with this budget.

The basic governmental fund financial statements can be found on pages 6-11 of this report.
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. The notes to the financial statements can be found on
pages 12-20 of this report.

Government-wide Financial Analysis

Net assets may serve over time as a useful indicator of a government’s financial position. In the case of the Ashland Parks
and Recreation Commission, assets exceed liabilities by $11,760,456 at the close of the most recent fiscal year.

By far the largest portion of the Ashland Parks and Recreation Commission’s assets (81%) reflects its investment in capital
assets, less any related debt used to acquire those assets that is still outstanding.

Ashland Parks and Recreation Commission

Net Assets
June 30, 2005 June 30, 2004 Change

Current and other assets $ 2,514,319 $ 2,643,335 -5%
Capital Assets 9,571,154 9,589,054 0%

Total assets 12,085,473 12,232,389 -1%
Long-term liabilities outstanding 512 18,005 -97%
Other liabilities 324,505 355,584 -9%

Total liabilities 325,017 373,589 -13%
Net assets:
Invested in capital assets, net of related debt 9,570,642 9,571,049 0%
Unrestricted 2,189,814 2,287,751 -4%

Total net assets $ 11,760,456 $ 11,858,800 -1%

Ashland Parks and Recreation Commission’s Net Assets
At the end of the current fiscal year, the Ashland Parks and Recreation Commission is able to report positive balances in all
categories of net assets, both for the government as a whole, as well as for its three separate governmental funds.

Governmental activities.

Net Assets have decreased slightly from the prior fiscal year due mainly to decreases in both property tax and accounts
receivable balances. The decrease in long term liabilities reflects the Park’s capital lease being paid off, leaving only a
minimal amount of assessment debt outstanding.



Ashland Parks and Recreation Commission
Change in Net Assets

June 30, 2005 June 30, 2004 Change
Revenues:
Program revenues:
Charges for services $ 967,613 $ 812,020 19%
Operating grants and contributions 29,559 17,382 70%
General revenues:
Property taxes 5,285,297 5,135,720 3%
Interest 54,424 29,383 85%
Other 118,364 144,331 -18%
Total revenues 6,455,257 6,138,836 5%
Expenses:
Parks 3,685,972 3,287,600 12%
Recreation 2,491,094 2,228,909 12%
Golf course 375,323 375,640 0%
Debt service 1,212 21,738 -94%
Total expenses 6,553,601 5,913,887 11%
Increase (Decrease) in net assets (98,344) 224,949 -144%
Net assets - Beginning 11,858,800 11,343,434 5%
Prior Infrastructure - 290,417 -100%
Net assets - Ending $ 11,760,456 $ 11,858,800 -1%

Ashland Parks and Recreation Commission’s Changes in Net Assets

Significant factors leading to the decrease in net assets:

e  Charges for service increased mainly due to higher maintenance agreement revenues as well as increased
recreational program revenues.

e The increase in interest revenues is due to the improving interest rate environment.

®  The Parks Division had increased personnel and benefit expenses in addition to increased park maintenance and
equipment repair costs.

e The Recreation Division expenses increased with the added recreational programs. Added costs included additional
personnel as well as professional service fees to pay for program instruction.

e The Debt Service reduction is due to a capital lease being paid off.

e  The change in Prior Infrastructure is due to a new reporting requirement in fiscal year 2004. Thers was no new
infrastructure added in fiscal year 2005.



Financial Analysis of the Government’s Funds

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

Governmental funds. As of the end of the current fiscal year, the Ashland Parks and Recreation Commission’s

governmental funds reported combined ending fund balances of $1,932,787, a decrease of $48,464 in comparison with the
prior year.

The general fund is the chief operating fund of the Ashland Parks and Recreation Commission. As of the end of the current
fiscal year, the general fund’s unreserved fund balance was $1,621 ,679, an increase of $63,347 from the prior year. The
general fund’s balance represents 84% of the combined governmental funds balance.

The capital projects’ fund has a total fund balance of $207,375, all of which is reserved for future capital projects.
General Fund Budgetary Highlights

There were no changes to the Park’s General Fund Budget during the fiscal year. Expenditure levels were slightly lower than
budgeted in the Park Division due somewhat to slightly lower employee benefits expense and capital outlay projects being
postponed. The Recreation and Golf Division’s expenditures were as expected.

Capital Asset and Debt Administration

Capital assets. The Ashland Parks and Recreation Commission’s investment in capital assets for its governmental and

business type activities as of June 30, 2005, amount to $9,571,154 (net of accumulated depreciation). See Note 3 for further
information on capital assets.

A major portion of the Ashland Parks and Recreation Commission’s investment in capital assets include leasehold
improvements of 85,191,951 related to a long-term lease with the Oregon Shakespeare Festival Association,

Significant capital assets activity includes completion of the Calle Guanajuato Stairway ($76,090), resurfacing the Daniel
Meyer Pool (867,485), and vehicle and equipment purchases ($140,044).

Long-term debt. At the end of the current fiscal year, the Ashland Parks and Recreation Commission had total long-term
debt outstanding of $512. See Note 6 for further information on long term debt.

Requests for Information

This financial report is designed to provide a general overview of the Ashland Parks and Recreation Commission’s finances
for all those with an interest in the government’s finances. Copies of this report may be obtained at:

340 South Pioneer Street
Ashland, OR 97520
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ASHLAND PARKS AND RECREATION COMMISSION
JACKSON COUNTY, OREGON

STATEMENT OF NET ASSETS

At June 30, 2005
ASSETS
Cash and cash equivalents $ 2,066,200
Receivables:
Interest 4234
Accounts 94,281
Taxes 349,604
Capital assets, net of Accumulated Depreciation 9,571,154
Total Assets 12,085,473
LIABILITIES:
Accounts payable ‘ 157,102
Payroll Liabilities 85,583
Vacation Payable 81,820
Noncurrent liabilities
Due within one year 512
Due in more than one year -
Total Liabilities 325,017
NET ASSETS:
Invested in capital assets, net of related debt 9,570,642
Unrestricted 2,189,814
Total Net Assets . $ 11,760,456

The accompanying notes are an integral part of the basic financial statements.
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ASHLAND PARKS AND RECREATION COMMISSION
JACKSON COUNTY. OREGON

STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2005

FUNCTION REVENUES
NET (EXPENSE)
OPERATING GRANTS REVENUE AND
CHARGES FOR AND CHANGES IN NET
FUNCTIONS EXPENSES SERVICES CONTRIBUTIONS ASSETS
Parks $ 3,685,972 $ 449,894 29,559 $ (3,206,519)
Recreation 2,491,094 187,085 - (2,304,009)
Golf Course 375,323 330,634 - (44,689)
Interest on Long-Term Debt 1,212 - - (1,212)
Total Governmental Activities $ 6,553,601 $ 967,613 $ 29,559 (5.556,429)
General Revenues
Property Taxes 5,285,297
Interest and Investment Earnings 54,424
Miscellaneous 118,364
Total General Revenues 5,458,085
Changes in Net Assets (98,344)
Net Assets - Beginning 11,858.800
Net Assets - Ending $ 11,760,456

The accompanying notes are an integral part of the basic financial statements.
_7-




ASHLAND PARKS AND RECREATION COMMISSION
JACKSON COUNTY. OREGON

BALANCE SHEET
GOVERNMENTAL FUNDS
At June 30, 2005

ASSETS AND OTHER DEBITS:
Assets:
Cash and Investments
Receivables:
Interest
Accounts
Taxes

Total Assets

LIABILITIES, FUND EQUITY
Liabilities:
Accounts Payable
Payroll Liabilities
Vacation Payable
Deferred Revenue

Total Liabilities
Fund Equity:
Fund Balance:
Unreserved and Undesignated

Total Fund Equity

Total Liabilities and Fund Equity

TOTAL
SPECIAL CAPITAL GOVERNMENTAL

GENERAL FUND REVENUE PROJECTS FUNDS
$ 1,751,618  § 88473 $ 226,109 § 2,066,200
3,768 - 466 4,234
94,281 - - 94,281
214,628 134,976 - 349,604
$ 2,064295 § 223449 § 226575 § 2,514,319
$ 118,707 $ 533 § 19,200 % 138,440
84,586 997 - 85,583
29,098 - - 29,098
210,225 118,186 - 328,411
442,616 119,716 19.200 581,532
1,621,679 103,733 207,375 1,932,787
1,621,679 103,733 207,375 1,932,787
$ 2,064,295 § 223449 § 226575 § 2,514,319

The accompanying notes are an integral part of the basic financial statements.

-8-



ASHLAND PARKS AND RECREATION COMMISSION
JACKSON COUNTY, OREGON

Reconciliation of the Governmental Funds
Balance Sheet to the Statement of Net Assets

June 30, 2005

Total Fund Balances - Governmental Funds $ 1,932,787
The cost of capital assets (land, buildings, furniture and equipment) purchased or constructed
is reported as an expenditure in governmental funds. The statement of Net Assets includes those
capital assets among the assets of the Commission as a whole.
Net Capital Assets 9,571,154
Long-term liabilities applicable to the Commission's governmental activities are not due and payable in
the current period and accordingly are not reported as fund liabilities. All liabilities, both current
and long term, are reported in the Statement of Net Assets.
Long term Liabilities

Assessments Payable (512)
Accrued Vacation Payable not accounted for in governmental funds (52,722)
Deferred revenue related to property taxes 309,749
Net Assets $ 11,760,456

The accompanying notes are an integral part of the basic financial statements.
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ASHLAND PARKS AND RECREATION COMMISSION
JACKSON COUNTY., OREGON

STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE - GOVERNMENTAL FUNDS
For the year ended June 30, 2005

GOVERNMENTAL FUND TYPES TOTAL
SPECIAL CAPITAL GOVERNMENTAL
GENERAL REVENUE PROJECTS FUNDS
REVENUES:
Property Taxes:
Current $ 3,123,803 $ 1,998,432 $ - $ 5,122,235
Prior Years 120,398 77,713 - 198,111
Intergovernmental Revenues 2,310 - 92,000 94,310
Charges for Services 875,613 - - 875,613
Interest Revenue 47,250 - 7,174 54,424
Miscellaneous Revenue 70,581 - - 70,581
Total Revenues 4,239,955 2,076,145 99,174 6,415,274
EXPENDITURES:
Current:
Parks 3,408,058 - - 3,408,058
Recreation 359,099 2,095,000 - 2,454,099
Golf Course 340,716 - - 340,716
Capital Outlay - - 242,130 242,130
Debt Service 18,735 - - 18,735
Total Expenditures 4,126,608 2,095,000 242,130 6,463,738
Excess of Revenues Over, (Under)
Expenditures 113,347 (18,855) (142,956) (48,464)
Other Financing Sources, (Uses)
Transfers In - - 50,000 50,000
Transfers Out (50,000) - - (50,000)
Total Other Financing
Sources, (Uses) (50,000) - 50,000 -
Net Changes in Fund Balance 63,347 (18,855) (92,956) (48,464)
Fund Balance - Beginning of Year, 1,558,332 122,588 300,331 1,981,251
Fund Balance - End of Year $ 1,621,679 $ 103,733 $ 207,375 $ 1,932,787

The accompanying notes are an integral part of the basic financial statements.
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ASHLAND PARKS AND RECREATION COMMISSION
JACKSON COUNTY, OREGON

Reconcilation of the Governmental Funds
Statement of Revenues, Expenditures, and Changes in Fund Balances
to the Statement of Activities
For the Year Ended June 30, 2005

Total Net Changes in Fund Balances - Governmental Funds

Repayment of bond principal,capital leases and post retirement obligations is an expenditure in the governmental

funds, but the repayment reduces long-term liabilities in the Statement of Net Assets. Additions to bond

principal, capital leases and post retirement obligations is an expense for the Statement of Net Assets but
not the governmental funds.

Capital asset additions are reported in governmental funds as expenditures. However, in the Statement
of Activities, the cost of those assets is capitalized and allocated over their estimated useful lives
as depreciation expense. This is the amount by which capital asset additions exceeds depreciation.

Capital Asset Additions $ 381,233
Depreciation Expense (399,133)

Property tax revenue in the Statement of Activities differs from the amount reported in the
governmental funds. In the governmental funds, which are on the modified accrual basis,
the Commission recognizes a deferred revenue for all property taxes levied but not received, however

in the Statement of Activities, there is no deferred revenue and the full property tax receivable
is accrued.

Change in Net Assets of Governmental Activities

The accompanying notes are an integral part of the basic financial statements.
-11-
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ASHLAND PARKS AND RECREATION COMMISSION
JACKSON COUNTY, OREGON

NOTES TO BASIC FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the City of Ashland Parks and Recreation Commission have been prepared in conformity with
accounting principles generally accepted in the United States of America (GAAP) as applied to government units. The
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental

accounting and financial reporting principles. The more significant of the Park and Recreation Commission’s accounting
policies are described below.

A. THE FINANCIAL REPORTING ENTITY

The Ashland Parks and Recreation Commission (the Commission) was created by vote of qualified electors of the
City of Ashland, Oregon, at a special election on December 15, 1908. The Commission presently operates under
the Charter of the City of Ashland. Currently, the Commission has control of over 637 acres of park-designated
lands, which includes 19 parks ranging in size from .33 to 270 acres. Included within the parks is a network of
over 29 miles of developed and maintained trails. The Commission also maintains and operates several athletic
fields on property owned by Jackson County School District No. 5 and Southern Oregon University (SOU), under
contractual agreements with District No. 5 and the State of Oregon. Five commissioners elected to serve four-year

terms govern the Commission. The commissioners serve without pay. The Charter also provides for an appointed
director.

The basic financial statements include all financial activities, organizations, and functions for which the
Commission is considered to be financially accountable. Financial accountability exists if the Commission
appoints a voting majority of the component unit’s board, and either a) the ability to impose will by the primary
government (Commission), or b) the possibility that the component unit will provide a financial benefit to or
impose a financial burden on the Commission. The Commission has no component units, but is a component unit
of the City of Ashland, Oregon, and, as such, is included in the basic financial statements of the City of Ashland
as a discretely presented component unit. Although the members of the Commission’s governing Board are
elected by the voters, the Commission is fiscally dependent upon the City because by state law and City Charter,
the Commission budget and tax levy must be included as part of the City’s. The City must also approve any debt
issuance. Additionally, the City has ultimate financial responsibility for the Commission.

B. MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND BASIS OF PRESENTATION

GOVERNMENT-WIDE FINANCIAL STATEMENTS (GWFS)

The Statement of Net Assets and Statements of Activities display information about the reporting government as a
whole.

The Statement of Net Assets and the Statement of Activities are prepared using the economic resources measurement
focus and the accrual basis of accounting. Revenues, expenses, gains, losses, assets, and liabilities resulting from
exchange and exchange-like transactions are recognized when the exchange takes place. Revenues, expenses, gains,
losses, assets, and liabilities resulting from nonexchange transactions are recognized in accordance with the
requirements of GASB Statement No. 33 “Accounting and Financial Reporting for Nonexchange Transactions.”
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ASHLAND PARKS AND RECREATION COMMISSION
JACKSON COUNTY, OREGON

NOTES TO BASIC FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Program Revenues included in the Statement of Activities derive directly from the program itself or from parties outside

the Commission’s taxpayers or citizenry, as a whole; program revenues reduce the cost of the function to be financed
from the Commission’s general revenues.

The Commission reports all direct expenses by function in the Statement of Activities. Direct expenses are those that
are clearly identifiable with a function. Interest of general long-term debt is considered an indirect expense and is
reported separately on the Statement of Activities.

In the process of aggregating data for the Statement of Net Assets and the Statement of Activities, some amounts
reported as inter-fund activity and balances in the funds were eliminated or reclassified. Inter-fund receivables and
payables were eliminated to minimize the “grossing up” effect on assets and liabilities.

FUND FINANCIAL STATEMENTS

The accounts of the Commission are organized and operated on the basis of fund accounting. A fund is an independent
fiscal and accounting entity with a self-balancing set of accounts. Fund accounting segregates funds according to their
intended purpose and is used to aid management in demonstrating compliance with finance-related legal and contractual
provisions. The minimum number of funds is maintained in consistency with legal and managerial requirements.

GOVERNMENTAL FUND TYPES

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

Property taxes, franchise taxes, licenses, and interest associated with the current fiscal period are all considered to be
susceptible to accrual and so have been recognized as revenues of the current fiscal period. Only the portion of special
assessments receivable due within the current fiscal period is considered to be measurable to accrual as revenue of the

current period. All other revenue items are considered to be measurable and available only when cash is received by the
government.

The Commission reports the following major funds:

GENERAL FUND

This fund (also referred to as the Parks and Recreation Fund) accounts for all financial resources and expenditures of the
Commission, except those required to be accounted for in another fund. The principal revenue sources are property
taxes, charges for services, donations, and interest earnings. Major expenditures are for personal services, operating
supplies, maintenance, and supporting services related to the administrative functions of the Commission. The General
Fund is now also used to account for financial resources used for the operation and maintenance of the Oak Knoll Golf
Course, which was previously reported as an enterprise fund.
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ASHLAND PARKS AND RECREATION COMMISSION
JACKSON COUNTY, OREGON

NOTES TO BASIC FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

SPECIAL REVENUE FUND

The Ashland Youth Activities Serial Levy Fund is used to account for proceeds of specific revenue sources that are
restricted to expenditures for specified purposes. The revenue sources are serial levy revenues. Expenditures are
related to specific youth programs provided by local schools and the Parks and Recreation Commission.

CAPITAL PROJECTS FUND

The Parks Capital Improvement Fund is used to account for financial resources to be used for the acquisition or

construction of major capital facilities. Principal resources and revenues are interfund transfers, charges for services,
and interest earnings.

C. BUDGET

As a component unit of the City of Ashland, the budget of the Commission is included in the budget of the City. A
budget is prepared and legally adopted for each governmental fund type on the modified accrual basis of accounting in

the main program categories required by the Oregon Local Budget Law. The budgets for all budgeted funds are adopted
on a basis consistent with generally accepted accounting principles.

The City begins its budget process early in each fiscal year with the establishment of the budget committee.
Recommendations are developed through late winter with the budget committee approving the budget in early spring.
Public notices of the budget hearing are published generally in early spring with a public hearing being held
approximately three weeks later. The Council may amend the budget prior to adoption, however, budgeted expenditures

for each fund may not be increased by more than ten percent. The budget is then adopted. Appropriations are made and
the tax levy declared no later than June 30th.

Appropriations are at the department (organizational unit) level for funds with more than one department and by total
personal services, materials and services, capital outlay, debt service, operating transfers, and contingency for those
funds with only one department or function at the levels of control established by the resolution.

Expenditures cannot legally exceed the above appropriation levels except in the case of grants that could not be
estimated at the time of budget adoption. Appropriations lapse at the fiscal year end. Management may amend line
items in the budget without Council approval as long as appropriation levels (the legal level of control) are not changed.
Supplemental appropriations may occur if the Council approves them due to a need that exists which was not determined

at the time the budget was adopted. Budget amounts shown in the Basic Financial Statements reflect the original budget
and one appropriation transfer.

Expenditures of the various funds were within authorized appropriations.
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ASHLAND PARKS AND RECREATION COMMISSION
JACKSON COUNTY, OREGON

NOTES TO BASIC FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. PROPERTY TAXES RECEIVABLE

In the Government-Wide Financial Statements uncollected property taxes are recorded on the Statement of Net Assets.
In the Fund Financial Statements property taxes that are collected within 60 days after year-end are considered
measurable and available and, therefore, are recognized as revenue. The remaining balance is recorded as deferred
revenue because it is not deemed available to finance operation of the current period. An allowance for doubtful
accounts is not deemed necessary, as uncollectible taxes become a lien on the property. Property taxes are levied on all
taxable property as of July 1, the beginning of the fiscal year, and become a lien on that date. Property taxes are payable
on November 15, February 15, and May 15. Discounts are allowed if the amount due is received by November 15 or
February 15. Taxes unpaid and outstanding on May 16 are considered delinquent.

E. CAPITAL ASSETS

Capital assets are recorded at the original or estimated cost. Donated capital assets are recorded at their estimated fair
market value on the date donated. The Commission defines capital assets as assets with an initial cost of more than
$5,000 and an estimated life in excess of three years. Interest incurred during construction, maintenance and repairs that
do not add to the value of the asset or materially extend assets’ lives are not capitalized.

Capital assets are depreciated using the straight-line method over the following useful lives:

Buildings and improvements 15 to 75 years
Equipment 5to 15 years

F. RETIREMENT PLAN

Commission employees are participants in Public Employees Retirement System (PERS). Contributions to PERS are
made on a current basis as required by the plan and are charged to expenditures as funded.

G. VESTED COMPENSATED ABSENCES

It is the Commission’s policy to permit employees to accumulate earned unused vacation and sick pay benefits. There is
no liability for unpaid accumulated sick leave since the Commission does not have a policy to pay any amounts when
employees separate from service with the Commission. All unused vacation pay is accrued when earned in the
government-wide financial statements. A liability for these amounts is reported in the governmental funds only if they
have matured, for example, as a result of employee resignation and retirements.
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ASHLAND PARKS AND RECREATION COMMISSION
JACKSON COUNTY. OREGON

NOTES TO BASIC FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

[. LONG TERM DEBT

In the government-wide financial statements long-term debt is reported as a liability in the Statement of Net Assets. Bond
premiums and discounts, as well as issuance costs, are deferred and amortized over the life of the bonds using the straight-

line method, which approximates the effective interest method. Bonds payable are reported net of the applicable bond
premium or discount.

In the fund financial statements bond premiums and discounts, as well as bond issuance costs, are recognized when incurred
and not deferred. The face amount of the debt issued, premiums received on debt issuances, and discounts are reported as

other financing sources and uses. Issuance costs, whether or not withheld from the actual debt proceeds received, are
reported as debt service expenditures.

J. NET ASSETS

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

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

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

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

2. CASH AND INVESTMENTS

State statutes govern the Commission’s cash management policies. Statutes authorize the Commission to invest in banker’s
acceptances, time certificates of deposit, repurchase agreements, obligations of the United States and its agencies and
instrumentalities, and the Oregon State Treasurer's Local Government Investment Pool.

The City of Ashland maintains a cash and investment pool that is used by all funds, including Commission funds. The
Commission’s cash and investments at June 30, 2005, consisted of the following:

2005
Petty Cash $ -
City Investment Pool 2,066,200
Total $ 2,066,200
INVESTMENTS

Policies officially adopted by the City’s Board allows the entity to invest in: U.S. Treasury Obligations (Bills, notes and
bonds), U.S. Government Agency Securities and Instrumentalities of Government Sponsored Corporations, Bankers'
Acceptances (BA's), Certificates of Deposit(Commercial Banks which have a branch in Oregon &Savings & Loan
Associations which have a branch in Oregon), State & Local Government Securities, Commercial Paper (A1, AA,P1), State
of Oregon Investment Pool, and Repurchase Transactions.

-16-



ASHLAND PARKS AND RECREATION COMMISSION
JACKSON COUNTY, OREGON

NOTES TO BASIC FINANCIAL STATEMENTS

2. CASH AND INVESTMENTS (CONTINUED)

The State Treasurer’s investment policies are government by Oregon Revised Statutes and the Oregon Short-Term Fund
Board (OSTFB). There were no known violations of legal or contractual provisions for deposits.

As of June 30, 2005, the Commission had the following investments and maturities.

Investment Maturities (in months)

Investment Type Fair Value Less than 3 3-17 18-59
State Treasurer's investment pool 2,066,200 2,066,200 - -
Total $ 2,066,200 2,066,200 - -

Investments are valued at fair value as required by GASB 31. There is no material difference between fair value of the City’s
position in the State Treasurer’s Local Governmental Investment Pool and the value of the pool shares at June 30, 2005.

Interest Rate Risk

As a means of limiting its exposure to fair value losses resulting from rising interest rates, City’s investment policy allows

only the purchase of investments that can be held to maturity. Investments cannot be made predicated upon selling the
security prior to maturity.

Oregon Revised Statutes require investments to not exceed a maturity of 18 months, except when the local government has
adopted a written investment policy that was submitted to and reviewed by the OSTFB.

The City limits investment maturities as follows:

Under 30 days 10% minimum
Under 90 days 25% minimum
Under 270 days 50% minimum
Under 1 year 75% minimum
Under 18 months 80% minimum
Under 3 years 100% minimum
Credit Risk

Neither the Oregon Revised Statutes nor the City’s investment policy limits investments as to credit rating for securities
purchased from U.S. Government Agencies. The City’s investments in U.S. Government Agencies were rated AAA by
Standard & Poor’s and Aaa by Moody’s Investor Service. The State Pool is unrated.

Oregon Revised Statutes require bankers’ acceptances to be guaranteed by and carried on the books of, a qualified financial
institution, eligible for discount by Federal Reserve System, and issued by a qualified financial institution whose short-term
letter of credit rating is rated in the highest category by one or more nationally recognized statistical rating organizations.

Concentration of Credit Risk

To avoid incurring unreasonable risks inherent to over-investing in specific instruments or in individual financial institutions,
the City’s investment policy sets maximum limits on the percentage of the portfolio that can be invested in any one type of
security. At June 30, 2005 the City was in compliance with all percentage restrictions.

Oregon Revised Statutes require no more than 25 percent of the moneys of local government to be invested in bankers’
acceptances of any qualified financial institution. Amounts in the State Treasurer’s Local Government Investment Pool are
not required by law tc be collateralized.
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ASHLAND PARKS AND RECREATION COMMISSION
JACKSON COUNTY. OREGON

NOTES TO BASIC FINANCIAL STATEMENTS

2. CASH AND INVESTMENTS (CONTINUED)

No more than the stated percentage of the overall portfolio will be invested in each of the following categories of securities:

U.S. Treasury Obligations 100%
U.S. Government Agency Securities and

Instrumentalities of Government Sponsored Corp. 100%
Bankers' Acceptances (BA's) 50%
Certificates of Deposit (CD) 35%
State & Local Government Securities 35%
Repurchase Transactions 25%
Commercial Paper (AA,A1,P1) 10%
State of Oregon Investment Pool Securities 100%

3. CAPITAL ASSETS

The changes in capital assets for the 2004-2005 fiscal year are as follows:

Balance July 1, Additions & Balance June 30,
2004 Reclassifications Deletions 2005
Governmental Activities:
Buildings $ 11,676,925 $ 228,657 $ - $ 11,905,582
Machinery and Equipment 647,709 73,734 5,572 715,871
Infrastructure 536,322 - - 536,322
Vehicles 279,013 49,274 10,000 318,287
Furniture and Fixtures 419,338 29,568 - 448,906
Total Capital Assets Being Depreciated 13,559,307 381,233 15,572 13,924 968
Less Accumulated Depreciation for:
Buildings 3,011,801 274,398 - 3,286,199
Machinery and Equipment 281,456 46,312 5,572 322,196
Infrastructure 272,310 22,251 - 294,561
Vehicles 211,712 30,820 - 242,532
Furniture and Fixtures 192,974 25,352 10,000 208,326
Total Accumulated Depreciation 3,970,253 399,133 15,572 4,353,814
Total Capital Assets Being Depreciated,
Net $ 9,589,054 § (17,900) $ - $ 9,571,154

Depreciation expense for the year was charged to the following functions:

Parks h) 317,366
Recreation 42247
Golf 39,520
Total $ 399,133
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ASHLAND PARKS AND RECREATION COMMISSION
JACKSON COUNTY, OREGON

NOTES TO BASIC FINANCIAL STATEMENTS

4. PENSION PLAN

Plan Description and Provisions:

As part of the City of Ashland, the Commission’s Cost-Sharing Multiple-Employer Defined Benefit Pension Plan, The State
of Oregon Public Employees Retirement System (PERS) provides retirement and disability benefits, annual cost-of-living
adjustments, and death benefits to plan members and beneficiaries. PERS is an agent multiple-employer pension plan,
administered by the Oregon Public Employees Retirement System. The Public Employees Retirement Board administers
PERS under ORS Chapter 237. The Board has the authority to establish and amend the benefit provisions of the plans that
participate in the PERS to the respective employer entities. The Oregon Public Employees Retirement System issues a
publicly available financial report that includes financial statements and required supplementary information. That report
may be obtained by writing to Oregon Public Employees Retirement System, P.O. Box 23700, Tigard, Oregon 97281-3700.

Description of Funding Policy:

Plan members are required to contribute 6% of their annual covered salary. The Commission is required to contribute at an
actuarially determined rate. In 2003, the Oregon Legislature revised PERS operations, including how benefits for existing
and new employees are calculated and funded. The current rates are 10.39% and 8.04% for existing and new employees
respectively of covered annual payroll. The Commission has “picked up” employee contributions at a rate of 6%, as allowed

under ORS 237.075. The contribution requirement of plan members and their employers are established and may be
amended by the PERS Retirement Board.

The Commission’s Three Year Trend Information

Annual Pension Cost Percentage of APC
Fiscal Year Ending (APC) Contributed Net Pension Obligation
6/30/2003 230,496 100% -
6/30/2004 270,520 100% -
6/30/2005 245212 100% -

5. RISK MANAGEMENT

As a component unit of the City of Ashland, the Ashland Parks and Recreation Commission is included in the City’s risk
management program. The City directly manages the Commission’s participation. The City is exposed to various risks of
loss related to general liability and workers’ compensation. The City purchases liability insurance from the City County
Insurance Services. The City is self-insured for the first annual cumulative deductible of $50,000 for its general liability
insurance policy. Workers’ compensation is self-insured for $300,000 per occurrence for claims incurred. Excess coverage
above these retention limits is purchased from commercial insurers on a stop-loss basis. Settled claims have not exceeded the
coverage levels as stated for each of the past three fiscal years. The Commission and all participating City funds pay
contributions based on prior experience, exposure, insurance premiums, and administrative costs.
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ASHLAND PARKS AND RECREATION COMMISSION
JACKSON COUNTY, OREGON

NOTES TO BASIC FINANCIAL STATEMENTS

6. LONG-TERM DEBT

The following changes occurred in Jong-term debt during the year ended June 30, 2005:

Assessments Capital Lease Total

Balance, 7/1/04 5 5313  § 12,692 $ 18,005
Additions - - -
Deletions (4,801) (12,692) (17,493)
Balance, 6/30/05 $ 512§ - $ 512
Amounts Payable in Fiscal Year:
2005-2006 $ 512§ - $ 512

$ 512§ - $ 512

The Commission has been assessed $64,189 for its share of certain local improvement districts. The balance at June 30,
2005, is $512. The Commission has elected to pay such amount in installments commencing fiscal year 1996, with interest at
6.95%. The capital lease calls for total payments of $53,993 over a four-year period, $46,400 of which is principal and
$7,593 is interest. All long-term obligations of the Commission are payable from the general fund.

7. PROPERTY TAX LIMITATIONS

The State of Oregon imposes a constitutional limit on property taxes for schools and nonschool government operations.
School operations include community colleges, local school districts, and education service districts. The limitation provides
that property taxes for nonschool operations are limited to $10.00 for each $1,000 of property market value. This limitation
does not apply to taxes levied for principal and interest on general obligation bonded debt.

The State further reduced property taxes by replacing the previous constitutional limits on tax bases with a rate and value
limit in 1997. This reduction is accomplished by rolling property values back to their 1995-96 values less 10% and limiting
future tax value growth of each property to no more than 3% per year, subject to certain exceptions. Taxes levied to support
bonded debt are exempted from the reductions. The State Constitution sets restrictive voter approval requirements for most

tax and many fee increases and new bond issues, and requires the State to minimize the impact to schocl districts from the
impact of the tax cuts.

8. TRANSFERS

The following transfer occurred during fiscal year 2004-2005:

Transfers In Transfers Out
General Fund $ - $ 50,000
Capital Projects Fund 50,000 -
Total $ 50,000 $ 50,000

The transfer was made to fund capital purchases.
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ASHLAND PARKS AND RECREATION COMMISSION
JACKSON COUNTY, OREGON

SCHEDULE OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE

REVENUES:

Property Taxes:

Current

Prior Years
Intergovernmental Revenues
Charges For Services
Interest
Miscellaneous

Total Revenues
EXPENDITURES:

Parks:
Personal Services
Materials and Services
Capital Outlay

Total Parks

Recreation:
Personal Services
Materials and Services

Total Recreation

Golf Course:
Personal Services
Materials and Services
" Capital Outlay

Total Golf Course
Debt Service

Opertating Contingency
Total Expenditures
Excess of Revenues Over, (Under) Expenditures

Other Financing Sources, (Uses)
Transfers In
Transfers Out

Total Other Financing Sources, (Uses)
Net Change in Fund Balance
Beginning Fund Balance

Ending Fund Balance

(1) Appropriation level

BUDGET AND ACTUAL
For the year ended June 30, 2005
GENERAL FUND
VARIANCE
TO FINAL
ORIGINAL FINAL BUDGET
BUDGET BUDGET ACTUAL (UNFAVORABLE)
$ 3,076,000 $ 3,076,000 $ 3,123,803 $ 47,803
76,000 76,000 120,398 44,398
80,000 80,000 2,310 (77,690)
838,708 838,708 875,613 36,905
18,000 18,000 47,250 29,250
45,000 45,000 27,248 (17,752)
4,133,708 4,133,708 4,196,622 62,914
2,193,000 2,193,000 2,037,861 155,139
1,228,075 1,228,075 1,286,475 (58,400)
252,000 252,000 83,722 168,278
3.673,075 3,673,075 (1) 3,408,058 265,017
254,700 254,700 226,595 28,105
109,000 109,000 132,504 (23,504)
363,700 363.700 (1) 359,099 4.601
165,600 165,600 159,962 5,638
192,400 192,400 171,046 21,354
8.000 8.000 9,708 (1,708)
366,000 366,000 (1) 340,716 25,284
37,000 37,000 (1) 18,735 18.265
35,000 35,000 (1) - 35,000
4,474,775 4,474,775 4,126,608 348,167
(341,067) (341,067) 70,014 411,081
43,333 43,333 43,333 -
(100,000) (100,000) (1) (50,000) 50,000
(56.667) (56,667) (6,667) 50,000
(397,734) (397,734) 63,347 461,081
1,363,556 1,363,556 1,558,332 194,776
$ 965,822 $ 965,822 $ 1,621,679 $ 655,857
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ASHLAND PARKS AND RECREATION COMMISSION
JACKSON COUNTY, OREGON

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

REVENUES:
Property Taxes:
Current
Prior Years

Total Revenues
EXPENDITURES:
Recreation:
Personal Services

Materials and Services

Total Expenditures

Net Change in Fund Balance

Fund Balance - Beginning of Year

Fund Balance - End of Year

(1) Appropriation level

BUDGET AND ACTUAL
For the year ended June 30, 2005
YOUTH ACTIVITIES LEVY
VARIANCE
TO FINAL
BUDGET
ORIGINAL FINAL FAVORABLE
BUDGET BUDGET ACTUAL (UNFAVORABLE)
$ 2,029,000 $ 2,029,000 $ 1,998,432 $ (30,568)
48,000 48,000 77,713 29,713
2,077,000 2,077,000 2,076,145 (855)
89,000 89,000 (1) 89,000 -
2,006,000 2,006,000 (1) 2,006,000 -
2,095,000 2,095,000 2,095,000 -
(18,000) (18,000) (18,855) (855)
20,166 20,166 122,588 102,422
3 2,166 $ 2,166 $ 103,733 $ 101,567
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ASHLAND PARKS AND RECREATION COMMISSION
JACKSON COUNTY, OREGON

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
For the year ended June 30, 2005

CAPITAL IMPROVEMENTS FUND

VARIANCE
TO FINAL
BUDGET
ORIGINAL FINAL FAVORABLE
BUDGET BUDGET ACTUAL (UNFAVORABLE)
REVENUES:
Intergovernmental $ 92,000 $ 92,000 $ 92,000 $ -
Interest 4,000 4,000 7,174 3,174
Total Revenues 96,000 96,000 99,174 3,174
EXPENDITURES:
Capital Outlay 243,000 243,000 (1) 242,130 870
Total Expenditures 243,000 243,000 242,130 870
Excess of Revenues Over, (Under) Expenditures (147,000) (147,000) (142,956) 4,044
Other Financing Sources, (Uses)

Transfers In 50,000 50,000 50,000 -
Net Change in Fund Balance (97,000) (97,000) (92,956) 4,044
Fund Balance - Beginning of Year 266,965 266,965 300,331 33,366
Fund Balance - End of Year $ 169,965 $ 169,965 $ 207,375 3 37.410
(1) Appropriation level
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ASHLAND PARKS AND RECREATION COMMISSION
JACKSON COUNTY, OREGON

SCHEDULE OF CAPITAL ASSETS - BY SOURCES
For the year ended June 30, 2005

Capital Assets:

Buildings and improvements $ 11,905,582
Machinery and equipment 715,871
Infrastructure 536,322
Vehicles 318,287
Furniture and fixtures 448,906
Total capital assets $ 13,924,968

Sources of Investment in Capital Assets:

General Fund $ 6,384,431
Shakespeare Festival 7,540,537
Total sources of investment in capital assets $ 13,924,968
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ASHLAND PARKS AND RECREATION COMMISSION

SCHEDULE OF CHANGES IN CAPITAL ASSETS - BY SOURCES
For the year ended June 30, 2005

JACKSON COUNTY., OREGON

Capital Assets, July 1, 2004

Additions:
General Fund
Shakespeare Festival

Deletions:
General Fund
Shakespeare Festival

Capital Assets, June 30, 2005

Buildings Machinery Furniture
and and and

Total Improvements Equipment Infrastructure ~ Vehicles Fixtures
$ 13,559,307 $ 11676925 $ 647,709 § 536322 $ 279,013 $ 419,338
306,171 153,595 73,734 - 49,274 29,568
75,062 75,062 - - - -
381,233 228,657 73,734 - 49,274 29,568
15,572 - 5,572 10,000 -
15,572 - 5,572 - 10,000 -
$ 13,924,968 $ 11,905,582 $§ 715871 $ 536322 $ 318287 $ 448,906
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ASHLAND PARKS AND RECREATION COMMISSION
JACKSON COUNTY, OREGON

SCHEDULE OF CAPITAL ASSETS - BY FUNCTION AND ACTIVITY
For the year ended June 30, 2005

Buildings Machinery Furniture
and and and
Function and Activity Total Improvements Equipment Infrastructure Vehicles Fixtures

Parks and Recreation  § 13924968 $§ 11,905,582 § 715871  § 536,322 § 318,287 § 448,906
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ASHLAND PARKS AND RECREATION COMMISSION
JACKSON COUNTY., OREGON

SCHEDULE OF CHANGES IN CAPITAL ASSETS - BY FUNCTION AND ACTIVITY
For the year ended June 30, 2005

Capital Assets Capital Assets
Function and Activity July 1, 2004 Additions Deletions June 30, 2005
Parks and Recreation $ 13,559,307 § 381,233  § 15572 § 13,924,968
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CITY OF ASHLAND AND
ASHLAND PARKS AND RECREATION COMMISSION
JACKSON COUNTY, OREGON

SCHEDULE OF PROPERTY TAX TRANSACTIONS AND BALANCES OF TAXES UNCOLLECTED
FOR THE CITY AND COMPONENT UNIT
For the year ended June 30, 2005

Add (Deduct)
Discounts Deduct
Taxes Add Levy Interest Interest and Taxes
Uncollected Extended by Cancellations Tax Uncollected
July 1, 2004 Assessor Adjustments Collections June 30, 2005
2004-05 § 8,399,000 h (343,583) § 7,753,164 $ 302,253
2003-04 386,472 (93,058) 175,238 118,176
2002-03 150,134 (16,417) 65,608 68,109
2001-02 71,547 (3,069) 40,072 28,406
2000-01 38,805 (4,631) 25,260 8914
1999-00 6,106 (2,410) (67) 3,763
1998-99 3,554 921) 642 1,991
Prior years 5,215 (185) 1,158 3,872
$ 661,833 $ 8,399,000 5 (464,274) § 8,061,075 $ 535,484
Taxes
Collections to Uncollected

Taxes receivable and tax collections classified by fund:
Primary government:

June 30, 2005

June 30, 2005

General Fund $ 2,265,556 $ 150,007
Debt Service Funds:
Debt Service Fund 400,622 25,997
Enterprise Funds:
Water Fund 74,551 9,876
Component unit:
Parks and Recreation:
Parks and Recreation Fund 3,244,201 214,628
Ashland Youth Activities Serial Levy Fund 2,076,145 134,976
$ 8,061,075 $ 535,484




ASHLAND PARKS AND RECREATION COMMISSION
JACKSON COUNTY, OREGON

SCHEDULE OF PROPERTY TAX TRANSACTIONS AND BALANCES OF TAXES UNCOLLECTED
FOR THE CITY AND COMPONENT UNIT
For the year ended June 30, 2005

Reconciliation of tax collections by fund to tax revenues on the generally accepted accounting principles basis:

Tax Revenues

Collections Other Taxes GAAP Basis
Primary government:
General Fund $ 2,265,556 $ 5,803,907 $ 8,069,463
Special Revenue Funds: -
Street Fund - 224,250 224,250
Debt Service Funds: -
Debt Service Fund 400,622 - 400,622
Capital Projects Fund: -
Capital Improvement Fund - 363,533 363,533
Enterprise Funds: -
Water Fund 74,551 - 74,551
Wastewater Fund 1,454,132 1,454,132

Component unit:
Parks and Recreation:

Parks and Recreation Fund 3,244,201 - 3,244,201
Special Revenue Fund:

Ashland Youth Activities Serial -

Levy Fund 2,076,145 . 2,076,145

$ 8,061,075 $ 7,845,822 $ 15,906,897
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Ashland Parks and Recreation Commission

General Government Expenditures by Function (1)

for the last ten fiscal years - Unaudited

Fiscal
Year Ended Parks and Capital Debt Total

June 30 Recreation Outlay Service Expenditures

1995-96 2,441,340 196,498 2,560 2,640,398
1996-97 2,702,150 518,182 3,278 3,223,610
1997-98 2,906,781 439,756 3,092 3,349,629
1998-99 3,336,880 1,178,927 2,939 4,518,746
1999-00 3,987,221 1,804,355 12,132 5,803,708
2000-01 4,644,689 2,290,338 8,497 6,943,524
2001-02 5,062,623 91,106 21,550 5,175,279
2002-03 5,440,558 197,977 21,181 5,659,716
2003-04 5,801,792 233,006 21,738 6,056,536
2004-05 6,202,873 242,130 18,735 6,463,738

(1) Includes General, Special Revenue and Capital Projects Funds

Sources: Basic financial statements; Ashland Parks
and Recreation Commission financial records
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Ashland Parks and Recreation Commission
General Government Revenues By Source (1)
for the last ten fiscal years - Unaudited

Fiscal Charges
Year Ended Property for Total

June 30 Taxes Intergovernmental Services Interest Miscellaneous Revenues

1995-96 2,495,336 311,057 98,956 85,385 2,990,734
1996-97 2,725,483 54,170 459,830 109,344 151,915 3,500,742
1997-98 3,435,950 79,693 508,951 198,905 113,613 4,337,112
1998-99 3,489,694 131,845 490,797 131,351 57,907 4,301,594
1999-00 3,496,890 138,703 739,611 165,769 44,067 4,585,040
2000-01 4,213,307 1,272,956 819,931 104,651 217,412 6,628,257
2001-02 4,487,578 249,397 566,803 46,733 58,946 5,409,457
2002-03 4,800,223 123,203 666,782 35,640 355,563 5,981,411
2003-04 5,207,567 101.297 859,876 29,380 32,360 6,230,480
2004-05 5,320,346 94,310 875,613 54,424 70,581 6,415,274

(1) Includes General, Special Revenue and Capital Projects Funds

Source: Basic financial statements; Ashland Parks
and Recreation Commission financial records
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Ashland Parks and Recreation Commission
Property Tax Levies and Collections
for the last ten fiscal years - Unaudited

Delinquent Percent of Percent of
Fiscal Total Tax Current Percent Tax Total Tax Outstanding  Delinquent
Year Ended Levy Tax of Levy Collections Total Tax Collections Delinquent Taxes to

June 30 (1) Collections Collected 2)(3) Collections  to Tax Levy Taxes Tax Levy
1995-96 2,582,000 2,367,542 91.7% 127,794 2,495,336 96.6% 239,783 9.3%
1996-97 2,852,900 2,581,969 90.5% 143,514 2,725,483 95.5% 285,510 10.0%
1997-98 3,528,652 3,226,602 91.4% 214,193 3,440,795 97.5% 284,841 8.1%
1998-99 3,558,000 3,295,994 92.6% 194,881 3,490,875 98.1% 320,651 9.0%
1999-00 3,558,000 3,310,250 93.0% 186,640 3,496,890 98.3% 348,611 9.8%
2000-01 4,298,000 4,032,637 93.8% 180,670 4,213,307 98.0% 396,121 9.2%
2001-02 4,565,000 4,271,758 93.6% 215,820 4,487,578 98.3% 446,578 9.8%
2002-03 5,018,000 4,590,566 91.5% 209,657 4,800,223 95.7% 464,084 9.2%
2003-04 5,286,831 4,978,807 94.2% 228,760 5,207,567 98.5% 425,925 8.1%
2004-05 5,542,457 5,122,235 92.4% 198,111 5,320,346 96.0% 349,604 6.3%

(1) Includes operating levy and youth activities serial levy.

(2) Delinquent taxes collected represent accumulated
amounts for the specific fiscal year.

(3) Includes adjustments, rounding and discounts.

Sources: Basic financial statements; Ashland Parks
and Recreation Commission financial records
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Ashland Parks and Recreation Commission

Assessed and Estimated Actual Value of Taxable Property

for the last ten fiscal years - Unaudited

Taxable ratio

Fiscal (True Cash
Year Ended Value to

June 30 Real (1) Mobile Home Personal Utilities Total Assessed)
1995-96 1,042,057,940 3,969,880 20,485,600 15,750,460 1,082,263,880 100.0%
1996-97 1,161,561,340 4,203,470 22,063,340 16,872,790 1,204,700,940 100.0%
1997-98 989,442,520 4,186,640 24,490,630 17,563,860 1,035,683,650 83.0%
1998-99 1,039,559,010 4,439,960 25,093,370 19,043,890 1,088,136,230 87.0%
1999-00 1,106,322,240 4,241,270 26,183,680 20,989,320 1,157,736,510 94.0%
2000-01 1,183,527,490 4,760,560 30,004,310 21,823,850 1,240,116,210 83.0%
2001-02 1,272,205,820 4,983,960 32,044,090 23,806,860 1,333,040,730 68.6%
2002-03 1,360,297,002 5,147,040 34,209,260 24,241,450 1,423,894,752 61.1%
2003-04 1,446,150,336 5,400,552 37,453,000 22,831,681 1,511,835,569 61.1%
2004-05 1,525,960,421 5,698,598 39,519,956 24,091,716 1,595,270,690 65.8%

All property is evaluated once every six years as
required by State Statute.

Source: County Assesscr tax roll property values.



Ashland Parks and Recreation Commission

Property Tax Rates - Direct and Overlapping Governments

(Per $1,000 of Assessed Valuation)
for the last ten fiscal years - Unaudited

Ballot
Net Measure
Jackson General Jackson 5 Net
County Jackson Rogue Govern- County School School
Historical County Valley ment Education School Support Support
Fiscal City of Society Vector Jackson Transit Tax Service District Compres Tax
Year Ashland (2) Control County District Rate District S RCC sion (1) Rate Total
1995-96 3.75 022 004 0.64 0.18 4.83 0.87 13.15 8.7% 5.23 10.06
1996-97 3.66 0.23 0.04 1.11 0.18 5.22 0.88 13.93 (7.46) 7.35 12.57
1997-98 5.18 0.04 2.00 0.18 7.40 0.88 1393 (6.99) 7.82 15.22
1998-99 492 0.04 2.01 0.18 7.15 0.35 6.08 6.43 13.58
1999-00 4.81 0.04 225 0.18 7.28 1.95 5.03 6.98 14.26
2000-01 5.46 0.04 2.56 8.06 1.84 5.03 6.87 14.93
2001-02 5.38 0.04 2.66 8.08 0.86 5.83 6.69 1477
2002-03 5.36 0.04 2.70 8.10 0.34 5.53 0.50 6.37 14.47
2003-04 5.34 0.04 2.79 0.17 8.34 0.34 5.49 0.50 6.33 14.67
2004-05 5.26 0.04 2.75 0.17 8.22 0.34 5.44 0.50 6.28 14.50

(1) Oregon Measure 5 limited the effective tax rates of General Government and School Support after

December 7, 1990. At the present time, only school support tax rates have been compressed and

limited.

(2) Oregon Measure 47 combined with Jackson County tax rate since 1997-98.

Source: Jackson County Assessor and Tax Collector
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Ashland Parks and Recreation Commission

Principal Property Taxpayers
June 30, 2005 - Unaudited

Taxpayers

Qwest Corporation

Windmill Inns of America, Inc.
Ronald L. Deluca

Mountain Meadows LLLC
AVISTA Corp.

Financial Pacific, Inc.

Michael D. & Beverly Rydbom
Skylark Assisted Living

Bard's Inn Limited

Summit Investment

All other
Total

Source: Jackson County Assessor

Percentage
2004 of Total
Type of Assessed Assessed
Business Valuation Valuation
Utility 13,883,473 0.61%
Motels 9,218,250 0.50%
Housing 7,507,180 0.43%
Housing 6,529,580 0.39%
Utility 5,916,700 0.33%
Housing 5,013,610 0.28%
Retail 4,201,260 0.27%
Housing 4,142,890 0.26%
Motels 3,953,280 0.25%
Retail 3,837,970
1,447,631,376 95.75%
1,511,835,569 100.00%
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Ashland Parks and Recreation Commission
Computation of Direct and Overlapping Bonded Debt - General Obligation Bonds
June 30, 2005 - Unaudited

Net General
Obligation Percentage Amount
Bonded Debt Applicable Applicable
Jurisdiction Qutstanding to City to City
Direct:
City of Ashland . $ 4,885,000 (1) 100.00% b 4,885,000
Overlapping:
Jackson County 48,055,000 12.78% 6,141,429
School District #5 7,945,000 78.90% 6,268,605
Rogue Community College - (2) 9.57% -
3 60,885,000 $ 17,295,034

(1) Excluding general obligation bonds reported in the Enterprise
Funds supported by non-tax revenue sources

(2) Net tax supported debt

Source: City of Ashland Financial Statements and Records
County Treasurer Statements of Bonded Indebtedness.
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Ashland Parks and Recreation Commission

Demographic Statistics for the City of Ashland, Oregon

for the last ten fiscal years - Unaudited

(1) Center for Population and Research and Census,

Portland State University

(2) State of Oregon Employment Division,
Department of Human Resources

(3) Ashland School District
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Per
Fiscal Capita
Year Ended Population Income
June 30 (1) 2)
1995-96 17,985 19,746
1996-97 18,360 21,410
1997-98 18,560 21,933
1998-99 19,220 23,214
1999-00 19,490 24,004
2000-01 19,610 24,917
2001-02 19,770 25,772
2002-03 20,130 26,477
2003-04 20,430 N/A
2004-05 20,590 N/A
Sources:

Unemployment
School Rate
Enrollment Jackson Co.

(3) 2)
3,454 6.7%
3,384 7.3%
3,358 6.6%
3,309 6.4%
3,258 5.7%
3,411 5.9%
3,393 6.6%
3,321 6.8%
3,138 7.3%
2,920 7.1%



Ashland Parks and Recreation Commission

Property Value, Construction and Bank Deposits

for the City of Ashland, Oregon
for the last ten fiscal years - Unaudited

Commercial Construction

Residential Construction

Fiscal Property Number Number
Year Ended Value of of Bank

June 30 €))] Units Value Units Value Deposits

1995-96 1,082,263,880 28 10,176,287 91 9,787,069 219,482
1996-97 1,204,700,940 11 7,531,135 140 25,559,489 165,233
1997-98 1,035,683,650 14 18,453,404 154 24,364,300 170,609
1998-99 1,088,136,230 17 22,097,963 169 30,183,930 179,266
1999-00 1,157,736,510 15 7,081,675 233 31,940,531 195,795
2000-01 1,240,116,210 9 12,715,512 150 19,907,603 211,443
2001-02 1,333,040,730 17 13,702,661 106 11,464,493 242,269
2002-03 1,423,894,752 17 9,077,761 152 25,170,310 281,080
2003-04 1,511,835,569 30 10,137,442 154 35,764,484 310,304
2004-05 1,595,270,690 42 18,426,846 188 35,576,749 263,535

(1) Property value is assessed valuation

Sources: State of Oregon Department of Insurance and Finance,
Division of Finance and Corporate Securities

City of Ashland, Department of Community Development

Jackson County Assessor



Ashland Parks and Recreation Commission
Miscellaneous Statistics
June 30, 2005

Dedicated Park Land 637 Acres
Dedicated Park Sites: 19
Lithia Park
Greenway Park Property

Hunter Park

Garden Way Park

Clay Street Park
Sherwood Park
Triangle Park

YMCA City Park
Garfield Park
Glenwood Park
Bluebird Park

Railroad District Park
Water Street Park
Siskiyou Mountain Park
North Mountain Park
Oak Knoll Golf Course
Todd - Oredson Woods
Strawberry/Hald Property
Vogel Property

Number of Parks and Recreation Facilities
Community Centers

3

Swimming Pool 1
Tennis Courts 12
Playgrounds 8

Golf Course 1
Seasonal Ice Rink 1
Skateboard Facility 1

Trails 29 Miles
Number of Parks and Recreation Employees 40

Usage Agreements:
The Ashland Parks and Recreation Commission has joint usage
agreements with the Ashland School District for community/
school park sites located at all the elementary schools in Ashland.

The Ashland Parks and Recreation Commission has a usage

agreement with Southern Oregon University for usage of the
North Campus Athletic Fields.
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2004-2005 AUDITORS’ COMMENTS AND DISCLOSURES




r PAULY, ROGERS AND CO., P.C.

® CERTIFIED PUBLIC ACCOUNTANTS

* 12700 SW 72ND AVENUE « TIGARD, OREGON 97223

» (503) 620-2632 ¢ FAX (503) 684-7523 September 30, 2005

2004-2005 AUDITORS’ COMMENTS AND DISCLOSURES

Oregon Administrative Rules 162-10-000 through 162-16-000 of the Minimum Standards for Audits of Oregon Municipal
Corporations, prescribed by the Secretary of State in cooperation with the Oregon State Board of Accountancy, enumerate the
financial statements, schedules, comments and disclosures required in audit reports. The required statements and schedules

are set forth in preceding pages of this report. Required comments and disclosures related to our audit of such statements and
schedules are set forth as follows.

REPORT ON INTERNAL ACCOUNTING CONTROL

We have audited the basic financial statements of Ashland Parks and Recreation Commission, Jackson County, Oregon, as of
and for the year ended June 30, 2005, and have issued our report thereon dated September 30, 2005.

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 basic financial
statements are free of material misstatement.

The management of Ashland Parks and Recreation Commission, Jackson County, Oregon, is responsible for establishing and
maintaining an internal control structure. In fulfilling this responsibility, estimates and judgments by management are
required to assess the expected benefits and related costs of internal control structure policies and procedures. The objectives
of an internal control structure are to provide management with reasonable, but not absolute, assurance that assets are
safeguarded against loss from unauthorized use or disposition and that transactions are executed in accordance with
management's authorization and recorded properly to permit the preparation of basic financial statements in accordance with
generally accepted accounting principles. Because of inherent limitations in any internal control structure, errors or
irregularities may nevertheless occur and not be detected. Also, projection of any evaluation of the structurs to future periods
is subject to the risk that procedures may become inadequate because of changes in conditions or that the effectiveness of the
design and operation of policies and procedures may deteriorate.

In planning and performing our audit of the basic financial statements of Ashland Parks and Recreation Coramission, Jackson
County, Oregon, for the year ended June 30, 2005, we obtained an understanding of the internal contrel structure. With
respect to the internal control structure, we obtained an understanding of the design of relevant policies and procedures and
whether they have been placed in operation, and we assessed control risk in order to determine our auditing procedures for
the purpose of expressing our opinion on the basic financial statements and not to provide an opinion on the internal control
structure. Accordingly, we do not express such an opinion.

Our consideration of the internal control structure would not necessarily disclose all matters in the internal control structure
that might be material weaknesses under standards established by the American Institute of Certified Public Accountants.
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2004-2005 AUDITORS’ COMMENTS AND DISCLOSURES (CONTINUED)

INTERNAL CONTROL (CONTINUED)

A material weakness is a reportable condition in which the design or operation of one or more of the specific internal control
structure elements does not reduce to a relatively low level the risk that errors and irregularities in amounts that would be
material in relation to the basic financial statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. We noted no matters involving the internal control
structure and its operations that we consider to be material weaknesses as defined above.

This report is intended solely for the information and use of the board, audit committee, management, federal awarding

agencies and pass-through entities and is not intended to be and should not be used by anyone other than these specified
parties.

ACCOUNTING RECORDS

The Commission’s accounting records are adequate for audit.
BUDGET TRANSACTIONS
Expenditures of the various funds were within authorized appropriations.

2004-2005 and 2005-2006 BUDGETS

The budgets adopted by the Commission for the current and ensuing fiscal year were examined during the audit. Based upon

our testing it was determined that budget preparation and adoption procedures followed by the Commission were in
compliance with the Oregon Local Budget Law.

COLLATERAL SECURING BANK DEPOSITS

The Commission's deposits appeared to be adequately covered by federal depository insurance or certificates of participation

at all times during 2004-2005, based upon our testing. Deposits in the State Local Government Investment Pool are not
required to be collateralized.

INVESTMENTS

The Commission’s investments for the year ending June 30, 2005, were reviewed and based upon our testing appeared to
comply with the legal requirements pertaining to the investment of public funds contained in ORS 294.035.

PUBLIC CONTRACTS AND PURCHASING

The Commission's procedures for awarding public contracts were reviewed and based upon our testing we found no instances
of non-compliance with ORS Chapter 279 during 2004-2005.

INSURANCE AND FIDELITY BONDS

Details concerning insurance and fidelity bond coverage were reviewed during the audit. Fidelity bond coverage provided

appears to meet legal requirements set forth in ORS 221.903. We do not have the professional expertise to state whether the
insurance coverage is adequate.
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2004-2005 AUDITORS’ COMMENTS AND DISCLOSURES (CONTINUED)

DEBT LIMITATION

The Commission's bonded debt outstanding was within the provisions of ORS 552.645.

OUTSTANDING WARRANTS

The Commission did not have any outstanding endorsed warrants at June 30, 2005.

COMMISSION HIGHWAY FUNDS

The Commission did not receive state highway funds during fiscal year 2004-2005.

PROGRAMS FUNDED FROM OUTSIDE SOURCES

We reviewed and tested, to the extent we considered necessary in the circumstances, transactions and reports relative to
federal and state programs. Since the Commission did not expend greater than $500,000 in federal financial assistance for
the year ended June 30, 2005, it was not necessary to perform, nor did we perform, tests in accordance with the Federal
Single Audit Act, as amended (U.S. Office of Management and Budget Circular A-133)

% ?%&/47/(.

PAULY, ROGERS AND CO., P.C.
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