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INDEPENDENT AUDITOR'S REPORT 

 
 

To the Honorable Mayor and   
  Members of the City Council 
City of Fairview, Oregon 

 
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 the 
City of Fairview, Oregon, as of and for the year ended June 30, 2011, which collectively 
comprise the City’s basic financial statements as listed in the table of contents. These financial 
statements are the responsibility of the City of Fairview, Oregon’s management. 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 and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States. Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and the 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 opinions. 
 
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 Fairview, Oregon, as of 
June 30, 2011, the respective changes in financial position and, cash flows, where applicable 
thereof, and the respective budgetary comparisons for the General Fund and State Tax Street 
Fund for the year then ended in conformity with accounting principles generally accepted in the 
United States of America. 
 
In accordance with Government Auditing Standards, we have also issued our report dated 
January 26, 2012, on our consideration of the City of Fairview, Oregon’s internal control over 
financial reporting and on our tests of its compliance with certain provisions of laws, regulations, 
contracts, grant agreements, and other matters. The purpose of that report is to describe the 
scope of our testing of internal control over financial reporting and compliance and the results of 
that testing, and not to provide an opinion on the internal control over financial reporting or on 
compliance. That report is an integral part of an audit performed in accordance with 
Government Auditing Standards and should be considered in assessing the results of our audit. 
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The largest portion of the City’s net assets (76%) is reflected in its investments in capital 
assets (i.e. land, buildings, improvements, vehicles and equipment, and infrastructure), 
less any debt used to acquire those assets that is still outstanding.  The City uses these 
capital assets to provide services to citizens and consequently, they are not available for 
current spending.  Although the City’s capital assets are reported net of related debt, it 
should be noted that the resources needed to repay this debt must be provided from other 
sources since the capital assets themselves cannot be used to liquidate these liabilities.   

 
An additional portion of the City’s net assets (6%) represent resources that are subject to 
external restrictions on how they may be used.  The restricted assets include funds 
reserved for debt service and capital projects associated with system development 
charges.  The remaining balance (18%) is unrestricted net assets.  These funds may be 
used to meet the City’s ongoing obligations to citizens and creditors.  This percentage is 
unchanged from Fiscal Year 2009-10.   

 
The City’s capital assets decreased by approximately $747,000 from $34.3 million to 
$33.5 million which equates to a 2% decrease in total assets.  This is largely due to 
depreciation of capital assets.  

 
Governmental Activities decreased the City’s total assets by $283,400.  The primary 
elements of this decrease are as follows: 

 
• Capital Grants and Contributions decreased by $126,900. 

 
• Franchise Fees decreased by approximately $58,000 as a one-time settlement 

from Verizon did not occur as it did in the prior year. 
 

• Interest and Investment earnings decreased by $7,295.  The recession 
continues to impact financial markets including the Local Government 
Investment Pool (LGIP) resulting in continued declines in this type of 
revenue. 

 

Net Assets June 30, 2011

76%

6%

18%
Invested in capital assets,
net of related debt

 Restricted

 Unrestricted
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The following chart compares program revenues and expenses for individual 
governmental activities for Fiscal Year 2010-11. 

 
 

The next chart shows the share of revenues supporting governmental activities. 
 
 

 
 
 

 
 

Governmental Activities- Program Revenues to Program Expenses
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Governmental Activities- Revenue by Source
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Business-type Activities increased the City’s net assets by over $99,000.  This is 
primarily due to the following: 

 
• Collections of utility fees increased over $51,000 (1.5%) due to efficiencies 

implemented with online credit card payment options and the new Incode 
Utility Billing Software. 

• Transfers to other funds for Equipment Replacement and Facilities 
Maintenance decreased by over $8,000. 

 
 
The following chart compares program revenues to expenses by business-type activity for 
the Fiscal Year 2010-11.  This is attributed to cost allocation with the Proprietary funds 
and General Fund. 

 
 

 
 

 

Business Type Activities- Revenues vs. Expenses
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The following chart shows that 98% of revenues for business-type activities are generated 
from charges for services rendered. 

 
 

FUND-BASED FINANCIAL ANALYSIS 
As noted earlier, 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 reported is to 
provide information on near-term inflows, outflows, and balances of spendable resources.  
Such information is useful in assessing the City’s financial resources available for 
spending at the end of the fiscal year. 

 
As of Fiscal Year 2010-11, the City’s governmental funds reported a combined ending 
fund balance of $4.9 million.  Over $3.4 million or 70% of the balance is unreserved for 
spending at the City’s discretion.  The remainder fund balance is restricted, committed, or 
assigned and is not available for future discretionary spending because it has already been 
designated for debt service and highway and street fund infrastructure improvements.   

 
The combined ending fund balance for Fiscal Year 2010-11 is approximately $9,381 less 
than the prior year and is primarily due to increased expenses, decreased revenues, and an 
account in the Fairview Lake Sewer LID fund being delinquent. 
 
The General Fund is the chief operating fund of the City.  Activities included in this fund 
are Administration, Finance, Public Works Community Services/Development, Public 
Safety, and Public Works Parks.  At the end of Fiscal Year 2010-11, the total unassigned 
fund balance in the General Fund was over $3.4 million.  This is a $305,100 decrease 
from Fiscal Year 2009-10.  This decrease is primarily due to the impact of decreased 
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CITY OF FAIRVIEW, OREGON 
CHANGES IN NET ASSETS 
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Function 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
General Government
  Administration 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0 2.0

   Community Development 4.0 3.5 4.5 4.5 5.0 5.0 4.0 5.0 4.0 4.0
   Finance 5.0 5.0 5.0 5.0 6.0 6.0 7.0 7.0 6.0 6.0
Police
   Officers 9.0 10.0 10.0 11.0 12.0 13.0 13.0 14.0 14.0 14.0
   Civilians 1.0 1.0 1.0 1.0 1.0 1.0 1.5 2.0 2.0 2.0
Public Works 12.5 12.0 11.0 11.0 10.5 11.5 11.5 10.5 10.5 10.5
Total 33.5 33.5 33.5 34.5 36.5 38.5 39.0 40.5 38.5 38.5

 
 

Source:  City of Fairview Budget 

Last Ten Fiscal Years
EMPLOYEES BY FUNCTION

FULL-TIME EQUIVALENT CITY GOVERNMENT
CITY OF FAIRVIEW, OREGON

Comparison of Full-Time Employees by Function 2002 and 2011
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INDEPENDENT AUDITOR’S REPORT 
REQUIRED BY OREGON STATE REGULATIONS 

 
To the Honorable Mayor and  
  Members of the City Council 
City of Fairview, Oregon 
 
We have audited the basic financial statements of the City of Fairview as of and for the year 
ended June 30, 2011, and have issued our report thereon dated January 26, 2012. We 
conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and standards applicable to financial audits contained in Governmental 
Auditing Standards, issued by the Comptroller General of the United States.  
 
Compliance 
 
As part of obtaining reasonable assurance about whether the City of Fairview financial 
statements are free of material misstatement, we performed tests of its compliance with certain 
provisions of laws, regulations, contracts, and grants, including the provisions of Oregon 
Revised Statutes as specified in Oregon Administrative Rules 162-10-000 through 162-10-320 
of the Minimum Standards for Audits of Oregon Municipal Corporations, noncompliance with 
which could have a direct and material effect on the determination of financial statements 
amounts. However, providing an opinion on compliance with those provisions was not an 
objective of our audit, and accordingly, we do not express such an opinion.   
 
We performed procedures to the extent we considered necessary to address the required 
comments and disclosures which included, but were not limited to the following:  
 
 Deposit of public funds with financial institutions (ORS Chapter 295). 
 Indebtedness limitations, restrictions and repayment. 
 Budgets legally required (ORS Chapter 294). 
 Insurance and fidelity bonds in force or required by law. 
 Programs funded from outside sources. 
 Highway revenues used for public highways, roads, and streets. 
 Authorized investment of surplus funds (ORS Chapter 294). 
 Public contracts and purchasing (ORS Chapters 279A, 279B, 279C). 
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Report on Internal Control Over Financial Reporting and on Compliance and 
Other Matters Based on an Audit of Financial Statements Performed in 

Accordance With Government Auditing Standards 
 

January 26, 2012 
 
To the Honorable Mayor and  
  Members of the City Council 
City of Fairview, Oregon 
 
We have audited the financial statements of the governmental activities, the business-type 
activities, each major fund, and the aggregate remaining fund information of the City of Fairview, 
Oregon, as of and for the year ended June 30, 2011, which collectively comprise the City of 
Fairview, Oregon’s basic financial statements and have issued our report thereon dated January 
26, 2012. We conducted our audit in accordance with auditing standards generally accepted in 
the United States of America and the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States. 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit, we considered the City of Fairview, Oregon’s internal 
control over financial reporting as a basis for designing our auditing procedures for the purpose 
of expressing our opinions on the financial statements, but not for the purpose of expressing our 
opinions on the effectiveness of the City of Fairview’s internal control over financial reporting.  
Accordingly, we do not express an opinion on the effectiveness of the City of Fairview’s internal 
control over financial reporting. 
 
Our consideration of internal control over financial reporting was for the limited purpose 
described in the preceding paragraph and was not designed to identify all deficiencies in internal 
control over financial reporting that might be significant deficiencies, or material weaknesses 
and therefore, there can be no assurance that all deficiencies, significant deficiencies, or 
material weaknesses have been identified. However, as described in the accompanying 
schedule of findings and responses, we identified certain deficiencies in internal control over 
financial reporting that we consider to be material weaknesses and another deficiency that we 
consider to be a significant deficiency. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent or detect and correct misstatements on a timely basis. A material weakness is a 
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable 
possibility that a material misstatement of the entity’s financial statements will not be prevented, 
or detected and corrected on a timely basis. We consider the deficiencies described in the 
schedule of findings and responses as 2011-01 through 2011-03 to be material weaknesses. 
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