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CITY OF SISTERS    520 E. Cascade Avenue 
P. O. Box 39 

Sisters, Oregon  97759 
(541) 549‐6022 

(541) 549‐0561 Fax 

 

i 

 

November 7, 2012 

 
 
Honorable Mayor Lon Kellstrom, 
Members of the Governing Council, and  
Citizens of the City of Sisters, Oregon 
 

The Comprehensive Annual Financial Report (CAFR) of the City of Sisters, Oregon (the City) 
for the fiscal year ended June 30, 2012 is hereby submitted. 

This report presents the financial position of the City as of June 30, 2012 and the results of its 
operations and cash flows for its proprietary fund types for the year then ended. The financial 
statements and supporting schedules have been prepared in accordance with accounting 
principles generally accepted in the United States of America (GAAP) and meet the 
requirements of the standards as prescribed by the Secretary of State. We believe the data, as 
presented, are accurate in all material respects and presented in a manner designed to fairly set 
forth the financial position and results of operations of the various funds of the City. 
 
The accuracy of the City's financial statements and the completeness and fairness of their 
presentation is the responsibility of City management. The City maintains a system of internal 
accounting controls designed to provide a reasonable assurance that assets are safeguarded 
against loss or unauthorized use and that financial records can be relied upon to produce 
financial statements in accordance with GAAP. The concept of reasonable assurance recognizes 
that the cost of maintaining the system of internal accounting controls should not exceed benefits 
likely to be derived. 
 
GAAP requires that management provide a narrative introduction, overview, and analysis to 
accompany the basic financial statements in the form of a Management’s Discussion and 
Analysis (MD&A). This letter of transmittal is designed to compliment the MD&A and should 
be read in conjunction with it. The City’s MD&A is located immediately following the report of 
the independent auditors, beginning on page a. 
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P.O. Box 39 

Sisters, Oregon  97759 
 

www.ci.sisters.or.us 



 
 

 
 

 

 
   

   
C

ity
 o

f S
is

te
rs

 
O

rg
an

iz
at

io
na

l C
ha

rt
 

 
 

 
 

 
 

 
 

 
 

 
 

           

U
til

ity
 B

ill
in

g 
C

le
rk

   
   

   
   

 
FT

E
 .7

5 

A
cc

ou
nt

in
g 

A
na

ly
st

   
   

   
 

FT
E

 .7
5 

In
fo

rm
at

io
n 

T
ec

hn
ol

og
y 

A
na

ly
st

 
FT

E
 .5

0 

C
ity

 M
an

ag
er

 
(A

pp
oi

nt
ed

) 
FT

E
 1

.0
 

Pu
bl

ic
 W

or
ks

 D
ir

ec
to

r 
FT

E
 1

.0
 

Po
lic

e 
– 

D
es

ch
ut

es
 S

he
ri

ff
 

(C
on

tra
ct

ed
) 

 

Fi
na

nc
e 

&
 A

dm
in

is
tr

at
io

n 
D

ir
ec

to
r

   
   

   
   

   
   

 
FT

E
 1

.0

C
om

m
un

ity
 D

ev
el

op
m

en
t 

D
ir

ec
to

r
   

   
   

   
   

   
FT

E
 1

.0

C
ity

 R
ec

or
de

r 
   

  
FT

E
 1

.0
 

C
iti

ze
ns

 o
f S

is
te

rs
 

M
ay

or
 &

 C
ou

nc
il 

M
ai

nt
en

an
ce

 
Su

pe
rv

is
or

  
FT

E
 1

.0
 

C
ity

 E
ng

in
ee

r
(C

on
tra

ct
ed

) 

U
til

ity
 W

or
ke

r 
II

 
FT

E
 1

.0
 

U
til

ity
 W

or
ke

r 
I 

FT
E

 4
.0

 

A
dm

in
is

tr
at

iv
e 

A
ss

is
ta

nt
 I 

   
 

FT
E

 1
.0

 

U
til

ity
 A

ss
is

ta
nt

 
(S

ea
so

na
l) 

FT
E

 1
.0

 

Pr
in

ci
pa

l 
Pl

an
ne

r 
   

   
  

FT
E

 1
.0

 

Pl
an

ni
ng

 
T

ec
hn

ic
ia

n 
   

 
FT

E
 1

.0
 

B
ui

ld
in

g 
In

sp
ec

tio
n 

(C
on

tra
ct

ed
) 

C
ity

 A
tt

or
ne

y 
Pl

an
ni

ng
 

C
om

m
is

si
on

 
 B

ud
ge

t 
C

om
m

itt
ee

 

O
ff

ic
e 

Sp
ec

ia
lis

t I
   

  
FT

E
 .5

0 

C
ity

 P
ar

ks
 

A
dv

is
or

y 
B

oa
rd

 

creynolds
Text Box
VII





   
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 

THIS PAGE INTENTIONALLY LEFT BLANK  
 

 
 





   
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 

THIS PAGE INTENTIONALLY LEFT BLANK  
 

 
 



 

Members of:  American Institute of Certified Public Accountants 
National Association of Certified Valuation Analysts 

Oregon Society of Certified Public Accountants 

 
                                      110 SE First Street 
                                                                                                             P.O. Box 1533 
                                                                                                             Pendleton, OR 97801 
                                                                                                             Phone:  (541) 276-6862 
                                                                                                             Toll Free:  1-800-332-6862 
                                                                                                             Fax:  (541) 276-9040 
                                                                                                             Web: www.dickeyandtremper.com 
 
 

 
 

INDEPENDENT AUDITOR'S REPORT 
 
 
To the Honorable Mayor and   
  Members of the City Council 
City of Sisters, 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 Sisters, Oregon, as of and for the year ended June 30, 2012, 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’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 Sisters, Oregon, as of 
June 30, 2012, and the respective changes in financial position and cash flows, where 
applicable, thereof, and the respective budgetary comparisons for the General and Street Funds 
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 
November 2, 2012, on our consideration of the City of Sisters, 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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CITY OF SISTERS, OREGON 
Management’s Discussion and Analysis 

For the Year Ended, June 30, 2012 
  
 

a 
 

The Management’s Discussion and Analysis (MD&A) section of the City of Sisters’ (City) 
financial statements presents a narrative overview and analysis of the financial activities for 
the fiscal year ending June 30, 2012.  We encourage readers to consider the information 
presented here in conjunction with additional information that we furnished in our letter of 
transmittal, which can be found on pages i to v of this report.   
 
FINANCIAL HIGHLIGHTS 
 
Government-wide 

• The assets of the City exceeded its liabilities at the close of the most recent fiscal year 
by $24.8 million (reported as net assets).  This is a $299,776 increase is over the prior 
year.   

• The net assets balance of $24.8 million is composed of investments in capital assets 
such as buildings, infrastructure, roads ($19.4 million), restricted amounts for future 
capital projects and debt service ($2.5 million) and an unrestricted balance ($2.9 
million).  The unrestricted balance is available for use to meet the City’s on-going 
obligations to citizens and creditors.  The unrestricted balance increased by $13,154 
during the fiscal year.  

 
Fund Level 

• The City’s governmental funds report a combined fund balance of $3.4 million, an 
increase of $26,427 from last year.  The majority of the $3.4 million combined fund 
balance is either restricted or assigned. Approximately $2.5 million is accounted for in 
which the resources are designated to specific programs through legal or contractual 
provisions.  Of the $3.4 million, $2.3 million is within the Combined General Fund 
(includes Reserve Fund). 
 

• Total property taxes decreased $40,133, -4.25% over the prior year.  Property tax, split 
85%/15% between taxes for operations versus taxes for debt service, was down $3,774 
for operations and $36,359 for debt service.  Other taxes include fuel and hotel taxes 
which were up $16,702. 
 

• The City’s proprietary funds – those used to account for programs which the city 
charges for the services it provides - report a combined net assets balance of $16.0 
million, a decrease of $275,853 over the prior year.  
 

OVERVIEW OF FINANCIAL STATEMENTS 
 
The following discussion and analysis is intended to serve as an introduction to the City’s 
basic financial statements.  The City’s basic financial statements include three components: 
 

1. Government-wide financial statements; 
2. Fund financial statements; and 
3. Notes to the financial statements. 
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This report also contains other supplementary information in addition to the basic financial 
statement themselves. 
 
Government-wide Financial Statements.  The government-wide financial statements are 
designed to provide readers with a broad overview of the City’s finances, in a manner that is 
similar to a private-sector business.  These statements are reported on the full accrual basis of 
accounting.  Under the full accrual basis, certain revenues and expenses are reported that will 
not affect cash flows until future periods. 
 
The statement of net assets presents information on all of the City’s assets and liabilities, with 
the difference between the two reported as net assets.  Evaluating increases or decreases in net 
assets over time can serve as a useful indicator of whether the financial position of the City is 
improving or deteriorating. 
 
The statement of activities presents information on how the government’s net assets changed 
during the fiscal year.  All changes in net assets are reported as soon as the underlying event 
occurs, regardless of the timing of related cash flows.  Thus, revenues and expenses are 
reported in the statement for some items that will result in cash flows in a future period.  
Examples of this include earned, but uncollected property taxes, and earned but unused 
compensated absences. 
 
Both of the government-wide statements distinguish functions of the City that are principally 
supported by taxes and intergovernmental revenues (referred to as governmental activities) 
from other functions that are intend to recover all or a significant portion of their costs 
through user fees and charges (referred to as business activities).   
 
Governmental activities of the City include the following: 

• General Government 
• Public Safety 
• Culture and Recreation 
• Community Development 
• Highways and Streets 

 
Business-type activities of the City include the following: 

• Water Utility 
• Wastewater Utility 

 
The government-wide financial statements can be found on pages 1 and 2 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 functions.  The City, 
like other state and local governments, uses fund accounting to ensure and demonstrate 
compliance with finance-related legal requirements.  All of the funds of the City can be 
divided into two categories: 
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• Governmental Funds 
• Proprietary Funds  

 
Governmental Funds are used to account for City functions that are supported primarily by 
taxes and intergovernmental revenues.  These are essentially the same functions that are 
reported as governmental activities in the government-wide financial statements.  However, 
unlike the government-wide financial statements, governmental fund financial statements 
focus on the near-term inflows and outflows of spendable resources, as well as the balances of 
available spendable resources at the end of the fiscal year.  Such information may be useful in 
evaluating a government’s near-term requirements. 
 
Because the focus of government funds is narrower than that of the government-wide 
financial statements, it is useful to compare the information presented for governmental funds 
with similar information presented for governmental activities in the government-wide 
financial statements.  By doing so, readers may better understand the long-term impact of the 
government’s near-term financial decisions.  Both the governmental fund balance sheet and 
the governmental fund statement of revenues, expenditures, and changes in fund balances 
provide a reconciliation to facilitate the comparison between governmental funds and 
governmental activities.  These reconciliations can be found on pages 5 and 7 of this report. 
 
The City maintains nine (9) individual governmental funds.  Information is presented 
separately in the governmental fund balance sheet and in the governmental fund statement of 
revenues, expenditures and changes in fund balance for the Combined General Fund (includes 
Reserve Fund) and Street Fund of which are considered to be major funds.  Data from the 
other six (6) governmental funds are combined into a single, aggregated presentation.  
Individual fund data for each non-major governmental fund is provided in the form of 
combining statements starting on page 35. 
 
The City adopts an annual appropriated budget for all governmental funds.  A budgetary 
comparison has been provided for each fund to demonstrate compliance with the adopted 
budget. 
 
The basic governmental fund financial statements can be found on pages 3 through 9 of this 
report. 
 
The City maintains one type of proprietary funds.  Enterprise funds are used to report the 
same functions presented as business-type activities in the government-wide financial 
statements.  The City has four (4) budgeted enterprise funds that it uses to account for its 
water and sewer utilities, and sewer and water system development funds.  These funds are 
combined into three reporting units for the financial statements.  Enterprise funds provide the 
same type of information as the government-wide financial statements, only in more detail.  
The proprietary fund financial statements provide separate information for all the water and 
sewer utility operations, all of which are considered to be major funds.   
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The City also adopts an annual appropriated budget for all proprietary funds.  To demonstrate 
compliance with the budget, budgetary comparison statements have been provided for the 
proprietary funds found on pages 51 through 57 of this report.   
 
The basic proprietary fund financial statements can be found on pages 10 through 14.   
 
Notes to the Basic Financial Statements.  The notes provide additional information that is 
essential for 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 15 through 
34 of this report. 
 
Other Information.  In addition to the basic financial statements and accompanying notes, 
this report also presents certain required supplementary information concerning budgetary and 
actual comparisons for the General Fund and major governmental funds, in the fund financial 
statements on pages 8 through 9.  Supplemental information is found beginning on page 35 of 
this report.   
 
GOVERNMENT-WIDE FINANCIAL ANALYSIS 
 
Statement of Net Assets: 
The following table reflects a summary of Net Assets compared to prior fiscal year. 
 

Table 1 
City of Sisters’ Net Assets 

as of June 30 
(in millions) 

Current and other assets $ 3.91 $ 3.98 $ 2.27 $ 2.42 $ 6.18 $ 6.40 $ -0.22
Capital assets 6.61 6.11 21.09 21.48 27.70 27.59 0.11
   Total assets 10.52 10.09 23.36 23.90 33.88 33.99 -0.11

Current liabilities 0.38 0.37 0.32 0.35 0.70 0.72 -0.02
Noncurrent liabilities 1.39 1.54 7.00 7.24 8.39 8.78 -0.39
   Total liabilities 1.77 1.91 7.32 7.59 9.09 9.50 -0.41
Net assets:
   Invested in capital assets,
     net of related debt 5.25 4.60 14.11 14.26 19.36 18.86 0.50
   Restricted 1.11 1.28 1.43 1.48 2.54 2.76 -0.22
   Unrestricted 2.39 2.30 0.50 0.57 2.89 2.87 0.02
     Total net assets $ 8.75 $ 8.18 $ 16.04 $ 16.31 $ 24.79 $ 24.49 $ 0.30

Total 

Activities Activities Primary Government + (-)
Governmental Business-Type ChangeTotal

2012 2011 2012 2011 2012 2011

 
As noted earlier, net assets over time may serve as a useful indicator of a government’s 
financial position.  For the City of Sisters, assets exceeded liabilities by $24.8 million at the 
close of fiscal year 2011-2012.  The largest portion of the City’s net assets are invested in 
capital assets (i.e., land, building, infrastructure, and equipment), and reported net of related 
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outstanding debt ($19.4 million). The City uses these capital assets to provide services to 
citizens; thus, they do not represent resources available for future 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.   
 
Restricted net assets total $2.5 million and represent cash and investments that are legally 
restricted for capital expansion or debt service.  Finally, the remaining balance are 
unrestricted net assets ($2.9 million or 11.7%) may be used to meet the City’s ongoing 
obligations to citizens and creditors.  
 
Statement of Activities: 
Total net assets of the City increased by $299,776 in the current fiscal year.  Governmental 
activities net assets increased by $575,629, and business-type activities decreased by 
$275,853. 
 

Table 2 
City of Sisters’ Changes in Net Assets 

Revenues:
 Program revenues:
    Charges for services $ 407,390    $ 372,733     $ 1,287,059   $ 1,237,146   $ 1,694,449   $ 1,609,879   $ 84,570        
    Operating grants and contributions 292,510    402,418     -                  4,438          292,510      406,856      (114,346)     
    Capital grants and contributions 401,386    76,244       164,084      159,930      565,470      236,174      329,296      
 General revenues:
    Taxes 893,866    942,861     -                  -                  893,866      942,861      (48,995)       
    Other 643,464    656,117     12,572        13,192        656,036      669,309      (13,273)       
     Total revenues $ 2,638,616 $ 2,450,373  $ 1,463,715   $ 1,414,706   $ 4,102,331   $ 3,865,079   $ 237,252      

Expenses:
 General government $ 1,007,189 $ 1,094,221  $ -                  $ -                  $ 1,007,189   $ 1,094,221   $ (87,032)       
 Public safety 449,955    432,649     -                  -                  449,955      432,649      17,306        
 Highways and streets 403,202    419,487     -                  -                  403,202      419,487      (16,285)       
Culture and recreation 186,017    210,122     -                  -                  186,017      210,122      (24,105)       
Community development 3,687        3,269         -                  -                  3,687          3,269          418             
 Interest on long-term debt 69,937      80,230       -                  -                  69,937        80,230        (10,293)       
 Water -                -                 592,760      623,143      592,760      623,143      (30,383)       
 Sewer -                -                 1,089,808   1,076,333   1,089,808   1,076,333   13,475        
     Total expenses $ 2,119,987 $ 2,239,978  $ 1,682,568   $ 1,699,476   $ 3,802,555   $ 3,939,454   $ (136,899)     

Increase in net assets before transfers $ 518,629    $ 210,395     $ (218,853)     $ (284,770)     $ 299,776      $ (74,375)       $ 374,151      
Transfers 57,000      (558,234)    (57,000)       558,234      -                  -                  -                  
Change in net assets 575,629    (347,839)    (275,853)     273,464      299,776      (74,375)       374,151      
Net assets, July 1 8,178,846 8,526,685  16,315,290 16,041,826 24,494,136 24,568,511 (74,375)       
Prior period adjustment -                -                 -                  -                  -                  -                  -                  
Net assets, June 30 $ 8,754,475 $ 8,178,846 $ 16,039,437 $ 16,315,290 $ 24,793,912 $ 24,494,136 $ 299,776    

Total Change
+ (-)20112012 2012 201120112012

Governmental Activities Business-type Activities Total
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The following chart compares program revenues and expenses for individual governmental 
activities for the current year. 
 

 
 
The next chart shows the share of revenues supporting governmental activities. 
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Business-type Activities decreased the City’s net assets by $275,853.   
 
The following chart compares charges for services program revenue to expenses by business-
type activity for the audited fiscal year.    
 

 
 
The following chart shows that 87% of revenues for business-type activities are generated 
from charges for services rendered. 
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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 is to provide information 
on near-term inflows, outflows, and balances of spendable resources.  Such information is 
useful in assessing the City’s financing requirements.  In particular, unreserved fund balance 
may serve as a useful measure of a government’s net resources available for spending at the 
end of the fiscal year.   
 
As of the end of the current fiscal year, the City’s governmental funds reported combined 
ending fund balances of $3.4 million.  Approximately $.9 million or 25% of the balance is 
unassigned for spending at the City’s discretion.  The remainder of fund balance is assigned, 
restricted, or unavailable and is not available for future discretionary spending because it has 
already be committed to other funds for debt service ($.37 million) and police reinstate and 
capital investments from the Reserve Fund and capital projects from System Development 
Charges ($2.1 million). 
 
The General Fund is the chief operating fund of the City.  At the end of the audited fiscal 
year, the unassigned fund balance in the General Fund was $891,220.  This represents a 
$226,440 increase from FY 2010-11.  
 
The Street Fund provides for the maintenance, and construction of City streets.  The revenues 
received include state highway gas tax, local gas tax, franchise and inspection fees and 
intergovernmental revenues.  The restricted fund balance at June 30, 2012 is $6,249; a 
decrease of $208,486 from prior year for capital projects funded by grants. 
 
The Reserve Fund accounts money set aside for replacement of capital assets and reserves.  
The principal revenue sources are contributions by other funds and earnings on investments. 
The assigned fund balance at June 30, 2012 is $1.4 million, which is combined with the 
General Fund for reporting purposes. 
 
Proprietary Funds.  The City’s proprietary funds provide the same type of information 
found in the government-wide financial statements, but in greater detail. 
 
Unrestricted net assets of each proprietary fund and its percent to total unrestricted net assets 
of all proprietary funds are as follows: 
 
All Water (including SDC)    $     90,901  (18%) 
All Sewer (including SDC)    $   407,838 (82%)  
 
The total proprietary fund unrestricted net assets decreased by $275,853 from the prior year. 
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GENERAL FUND BUDGETARY HIGHLIGHTS 
 
The budgetary statement for the General Fund, page 8, shows the original budget, final 
budget, actual revenues, expenditures and transfer in and out for the fiscal year ended June 30, 
2012.  Significant variance between final budget and actual revenue and expenditure were due 
to the City unanticipated increase in both revenue and expenditure for interfund loan to Urban 
Renewal Agency for the Main Avenue bikeway/pathway improvement. 
  
CAPITAL ASSET AND DEBT ADMINISTRATION 
 
Capital assets.  The City’s investment in capital assets for its governmental and business-type 
activities as of June 30, 2012 amounts to $27.7 million (net of accumulated depreciation).  
This investment in capital assets includes land, buildings, equipment, and infrastructure (i.e. 
streets, water and sewer systems).  Of all capital assets, 24% is associated with governmental 
activities and 76% with business-type activities.   See Table 3 below. 
 
In total, the City’s capital assets increased by $.108 million from the prior year.  
Governmental activities account for $.498 million of the increase and business-type activities 
account for $.390 million decrease.  Major capital asset events during the fiscal year included 
the following:   
 

• Construction in progress: 
o Safe Routes to School project 
o Main Avenue bikeway/pathway improvements 
o Santiam multi-use path project 

• Playground equipment at Clemens Park 
 

Table 3 
City of Sisters’ Capital Assets, Net of Accumulated Depreciation 

as of June 30 
 

Land $ 639,290    $ 639,290    $ 4,191,605   $ 4,191,605   $ 4,830,895   $ 4,830,895   $ -                
Art and sculptures 250,000    250,000    -                  -                  250,000      250,000      -                
Construction in progress 759,214    66,904      316,278      220,077      1,075,492   286,981      788,511    
Buildings 2,387,721 2,451,361 592,027      607,503      2,979,748   3,058,864   (79,116)     
Improvements, others than buildings 2,461,021 2,570,974 15,819,086 16,231,979 18,280,107 18,802,953 (522,846)   
Equipment 111,071    132,085    170,803      228,449      281,874      360,534      (78,660)     
Total $ 6,608,317 $ 6,110,614 $ 21,089,799 $ 21,479,613 $ 27,698,116 $ 27,590,227 $ 107,889  

2011 + (-)
Total Change

2011 20122012 2012
Governmental Activities Business-type Activities Total

2011

 
Additional information on the City’s capital assets can be found in the notes to the basic 
financial statements in note II. C. on pages 27 and 28. 
 
Long-term debt.  At the end of the current fiscal year, the City had total noncurrent liabilities 
of $8.3 million.  Of this amount, $1.4 million comprises debt backed by the full faith and 
credit of the government.  While the City may specify an internal revenue stream to service 
this debt, ultimately the City’s General Fund or other legally available funds are liable.  



CITY OF SISTERS, OREGON 
Management’s Discussion and Analysis 

For the Year Ended, June 30, 2012 
  
 

j 
 

Revenue bonds account for $4.9 million of the total debt outstanding.  This debt is secured 
solely by specified revenue sources (i.e. sewer rate revenue).  Contracts and notes payable 
accounts for $2.1 million of total debt outstanding. 
 

Table 4 
City of Sisters’ Outstanding Debt, General Obligation and Revenue Bonds 

as of June 30 
(in millions) 

 

+ (-)
General obligation bonds $ 1.4 $ 1.5 $ -        $ -        $ 1.4    $ 1.5    $ (0.1)     
Revenue bonds -    -    4.8    4.9    4.8    4.9    (0.1)     
Notes and Contracts Payable -    -    2.1    2.3    2.1    2.3    (0.2)     
Total $ 1.4 $ 1.5  $ 6.9  $ 7.2  $ 8.3    $ 8.7    $ (0.4)   

2012 2011 2012 2011 2012 2011

Governmental Business-type Total 
ChangeActivities Activities Total

 
During the fiscal year ended June 30, 2012 all scheduled debt payments were met.  The City 
did not issue any new debt during the fiscal year.  
 
Under Oregon Revised Statutes, general obligation debt issues are limited to 3% of the real 
market value of all taxable property within the City’s boundaries.  The $1.4 million in City 
general obligation debt applicable to this limit is well below the $86.0 million ceiling. 
 
Additional information on the City’s bonded debt can be found in the notes to the basic 
financial statements on pages 29 to 31. 
 
ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES 
 
Uncertainties about future economic changes and financial impacts are common to all cities.  
To deal with the swings in the economy and to plan for future capital expansion, the City has 
been able to accumulate reserves due to conservative spending in the past.  Overall, the City’s 
financial condition remains in good shape, however some funds are in better shape than 
others.  At July 1, 2012, the total FY 12/13 budget operating contingency is $2.9 million 
include $1.5 million set aside for new development and future construction or equipment 
replacement and $1.4 million is available for operating contingencies.  In addition, $1.9 
million of unappropriated reserves set aside for future use beyond the FY 12/13 budget. 
 
During preparation of the budget for the ensuing fiscal year, the City considered several 
economic factors.  The following assumptions were utilized in the compilation of the FY 2012 
– 2013 budget:  
 
Property taxes.  Due to the volatile and devaluation in real estate market of the last years, it 
has become more difficult to forecasts assessed values. The budget assumes a 1.5% decrease 
from the 2011/12 actual assessed values.   
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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 
 
November 2, 2012 
 
To the Honorable Mayor and  
  Members of the City Council 
City of Sisters, 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 City of Sisters, 
Oregon, as of and for the year ended June 30, 2012 which collectively comprise the City of 
Sisters, Oregon’s basic financial statements and have issued our report thereon dated 
November 2, 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 

Management of City of Sisters, Oregon, is responsible for establishing and maintaining effective 
internal control over financial reporting. In planning and performing our audit, we considered 
City of Sisters, 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 an opinion on the effectiveness of City of Sisters, Oregon’s 
internal control over financial reporting. Accordingly, we do not express an opinion on the 
effectiveness of the City of Sisters, Oregon’s internal control over financial reporting. 

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. 

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