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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Pendleton Development Commission
Pendleton, Oregon
We have audited the accompanying financial statements of the governmental activities and
each major fund of Pendleton Development Commission (a component unit of the City of
Pendleton, Oregon) as of and for the year ended, June 30, 2018, and the related notes to the
financial statements, which collectively comprise the Agency’s basic financial statements as
listed in the table of contents.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States of
America; this includes the design, implementation, and maintenance of internal control relevant
to the preparation and fair representation of financial statements that are free from material
misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material
misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.
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INDEPENDENT AUDITOR’S REPORT (Continued)
We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinions.
Opinions
In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities and each major
fund of the Pendleton Development Commission (a component unit of the City of
Pendleton, Oregon), as of June 30, 2018, and the respective changes in financial
position and, the budgetary comparison for the General Fund, for the year then ended in
accordance with accounting principles generally accepted in the United States of
America.
Other Matters
Required Supplemental Information
Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages a through e be presented to
supplement the basic financial statements. Such information, although not a part of the
basic financial statements, is required by the Governmental Accounting Standards
Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We
have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America,
which consisted of inquires of management about the methods of preparing the
information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we
obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do
not provide us with sufficient evidence to express an opinion or provide any assurance.
Other Information
Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the Pendleton Development Commission’s basic financial
statements. The supplemental budgetary schedule for the Debt Service Fund, as listed
in the table of contents, is presented for purposes of additional analysis and is not a
required part of the basic financial statements.
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INDEPENDENT AUDITOR’S REPORT (Continued)
The budgetary schedule is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the
basic financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our
opinion, the information is fairly stated, in all material respects, in relation to the basic
financial statement as whole.
Report on Other Legal and Regulatory Requirements
In accordance with Minimum Standards for Audits of Oregon Municipal Corporations, we
have also issued our report dated January 22, 2019, on our consideration of the
Pendleton Development Commissions’ internal control over financial reporting and on
tests of its compliance with the provisions of Oregon Revised Statues as specified in
Oregon Administrative Rules OAR 162-10-000 to 162-10-320. 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.

Dickey and Tremper, LLP
Certified Public Accountants
Pendleton, Oregon

January 22, 2019
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MANAGEMENT’S DISCUSSION AND ANALYSIS

BASIC FINANCIAL STATEMENTS

PENDLETON DEVELOPMENT COMMISSION
(A Component Unit of the City of Pendleton, Oregon)
STATEMENT OF NET POSITION
June 30, 2018

Governmental
Activities
ASSETS
Cash and cash equivalents
Receivables:
Property taxes
Notes
Land
Assets available for sale

$

1,133,118
41,107
71,096
37,559
341,261

Total assets

1,624,141

LIABILITIES
Accounts payable and accrued liabilities
Accrued interest payable
Long-term obligations:
Due within one year
Due in more than one year

55,851
20,517
230,145
963,606

Total liabilities

1,270,119

NET POSITION
Restricted for debt service
Unrestricted (deficit)
Total net position (deficit)

The notes to the basic financial statements are an integral part of this statement.
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832,760
(478,738)
$

354,022

PENDLETON DEVELOPMENT COMMISSION
(A Component Unit of the City of Pendleton, Oregon)
STATEMENT OF ACTIVITIES
For the fiscal year ended June 30, 2018

Program Revenues

Functions/Programs

Charges
for
Services

Expenses

Operating
Grants and
Contributions

Capital
Grants and
Contributions

Net (Expenses)
and Changes in
Net Position

$

Governmental activities:
General government
Interest on long-term obligations

$

390,472
84,303

$

$

2,500

$

Total governmental activities

$

474,775

$

$

2,500

$

(387,972)
(84,303)
(472,275)

General revenues:
Property taxes levied for:
Debt service
Interest and investment earnings
Miscellaneous

730,225
12,618
1,750

Total general revenues

744,593

Change in net position

272,318

Net position (deficit), beginning
Net position, ending

The notes to the basic financial statements are an integral part of this statement.
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81,704
$

354,022

PENDLETON DEVELOPMENT COMMISSION
(A Component Unit of the City of Pendleton, Oregon)
BALANCE SHEET
GOVERNMENTAL FUNDS
June 30, 2018

General
Fund

Urban Renewal
District
Debt Service
Fund

Totals

ASSETS
Cash and cash equivalents
Receivables:
Property taxes
Notes
Total assets

$

249,608

$

883,510

$

41,107

41,107
71,096

71,096
$

320,704

1,133,118

$

924,617

$

1,245,321

$

55,851

$

55,851

LIABILITIES
Accounts payable and accrued liabilities

$

Total liabilities

DEFERRED INFLOWS OF RESOURCES
Unavailable revenue
Total deferred inflows of resources

FUND BALANCE
Restricted
Unassigned

55,851

71,096

36,006

107,102

71,096

36,006

107,102

832,760

832,760
249,608

832,760

1,082,368

249,608

Total fund balance

Total liabilities, deferred inflows
of resources and fund balance

55,851

249,608
$

320,704

$

924,617

$

1,245,321

$

1,082,368

Amounts reported for governmental activities in the
Statement of Net Position are different because:
Fund balance above
Long-term assets that are not available to pay for
current-period expenditures are deferred in the
funds.

107,102

Capital assets purchased by governmental activities
are not financial resources and are not reported in
the funds.

378,820

Long-term liabilities, including notes payable and
accrued interest are not due and payable in the
current period and, therefore, are not reported in the
funds.
Net position of governmental activities

The notes to the basic financial statements are an integral part of this statement.
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(1,214,268)
$

354,022

PENDLETON DEVELOPMENT COMMISSION
(A Component Unit of the City of Pendleton, Oregon)
STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS
For the Fiscal Year Ended June 30, 2018

General
Fund
REVENUES
Property taxes
Intergovernmental
Interest on investments
Miscellaneous

$

$

TOTAL EXPENDITURES
REVENUES OVER (UNDER) EXPENDITURES

732,383

Totals
$

732,383
2,500
9,407
39,276

2,500
2,050
39,276

7,357

43,826

739,740

783,566

387,154

55,851
602,569

443,005
602,569

387,154

658,420

1,045,574

TOTAL REVENUES
EXPENDITURES
Current:
General government:
Materials and services
Debt service

Urban Renewal
District
Debt Service
Fund

(343,328)

81,320

(262,008)

OTHER FINANCING SOURCES (USES)
Issuance of debt

300,000

300,000

TOTAL OTHER FINANCING SOURCES (USES)

300,000

300,000

NET CHANGE IN FUND BALANCE

(43,328)

FUND BALANCE, Beginning

292,936

FUND BALANCE, Ending

$

249,608

The notes to the basic financial statements are an integral part of this statement.
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$

81,320

37,992

751,440

1,044,376

832,760

$

1,082,368

PENDLETON DEVELOPMENT COMMISSION
(A Component Unit of the City of Pendleton, Oregon)
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCE OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
For the Fiscal Year Ended June 30, 2018

Net change in fund balance - governmental fund

$

37,992

Amounts reported for governmental activities in the Statement of Activities
are different because of the following:

Revenues in the Statement of Activities that do not provide current
financial resources are not reported as revenues in the funds.
Unavailable revenues

16,060

Issuance of debt is a financial resource in the governmental fund, but
the issuance increases long-term liabilities in the Statement of Net
Position.

(300,000)

Repayment of long-term obligations principal is an expenditure in the
governmental funds, but the repayment reduces long-term obligations
in the Statement of Net Position.

508,214

Accrued interest payable reported in the Statement of Activities does
not require the use of current financial resources, and is not reported
as an expenditure in the governmental funds.

10,052

Change in net position - governmental activities

The notes to the basic financial statements are an integral part of this statement.
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$

272,318

PENDLETON DEVELOPMENT COMMISSION
(A Component Unit of the City of Pendleton, Oregon)
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE BUDGET AND ACTUAL
GENERAL FUND
For the Fiscal Year Ended June 30, 2018
Variance with
Final Budget -

Budgeted Amounts
Original
REVENUES
Intergovernmental
Interest on investments
Miscellaneous

$

Actual
Amounts

Final

2,000
11,500

2,000
11,500

2,500
2,050
39,276

13,500

13,500

43,826

30,326

EXPENDITURES
Current:
General government:
Materials and services
Contingency

1,056,000
193,500

1,056,000
193,500

387,154

668,846
193,500

TOTAL EXPENDITURES

1,249,500

1,249,500

387,154

862,346

(1,236,000)

(1,236,000)

(343,328)

892,672

OTHER FINANCING SOURCES (USES)
Issuance of debt

1,000,000

1,000,000

300,000

(700,000)

TOTAL OTHER FINANCING SOURCES (USES)

1,000,000

1,000,000

300,000

(700,000)
192,672

TOTAL REVENUES

REVENUES OVER (UNDER) EXPENDITURES

NET CHANGE IN FUND BALANCE
FUND BALANCE, Beginning
FUND BALANCE, Ending

$

$

$

Positive /
(Negative)

(236,000)

(236,000)

(43,328)

236,000

236,000

292,936

$

The notes to the basic financial statements are an integral part of this statement.
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$

249,608

$

2,500
50
27,776

56,936
$

249,608

NOTES TO THE BASIC FINANCIAL STATEMENTS

PENDLETON DEVELOPMENT COMMISSION
(A Component Unit of the City of Pendleton, Oregon)
NOTES TO THE BASIC FINANCIAL STATEMENTS
For the Fiscal Year Ended June 30, 2018
I.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Organization
The Pendleton Development Commission (the Agency), a component unit of the City of
Pendleton, Oregon, is the urban renewal agency of and controlled by the City of
Pendleton (the City). The governing body is composed of the Mayor and City Council of
the City of Pendleton.
B. Inclusion of the Agency in Pendleton, Oregon, Comprehensive Annual Financial Report
All significant activities and organizations for which the City exercises oversight
responsibility have been included in the City’s combined financial statements. The
following criteria from Governmental Accounting Standards Board (GASB) Statement
No. 14, “The Financial Reporting Entity” as amended by GASB Statement No. 39 and
No. 61, regarding manifestation of oversight were considered by the City in its evaluation
of City organizations and activities:

 Financial interdependency – the City receives financial support or provides financial
benefit to the organization.

 Authoritative appointment of governing authority – Pendleton City Council is the
organization’s governing authority.
City management has determined that the Agency meets the criteria set forth above,
and, therefore, is a blended component unit of the City. This report is issued solely to
meet a State of Oregon, Department of Revenue interpretation of Oregon Revised
Statues that requires a separate audit report.
C. Agency-wide and Fund Financial Statements
The agency-wide financial statements (i.e., the Statement of Net Position and the
Statement of Activities) report information on all activities of the Agency. For the most
part, the effect of interfund activity has been removed from these statements.
Governmental activities are supported by taxes and intergovernmental revenues.
The Statement of Activities demonstrates the degree to which the direct expenses of a
given function, or segment, are offset by program revenues. Direct expenses are those
that are clearly identifiable with a specific function or segment. Program revenues
include: 1) charges to customers or applicants who purchase, use, or directly benefit
from goods, services or privileges provided by a given function or segment, and 2)
grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly
included among program revenues are reported instead as general revenues.
Separate financial statements are provided for the governmental funds.
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D. Measurement Focus, Basis of Accounting and Basis of Presentation
The agency-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when
earned and expenses are recorded when a liability is incurred, regardless of the timing
of related cash flows. Property taxes are recognized as revenues in the year for which
they are levied. Grants and similar items are recognized as revenue as soon as all
eligibility requirements imposed by the provider have been met.
Governmental Funds are funded by a variety of resources, which include Restricted,
Committed, Assigned, and Unassigned sources. Unless specifically tracked,
expenditures are assumed to begin with Restricted, Committed, Assigned, and lastly,
Unassigned.
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 30 days of the
end of the current fiscal period. Significant revenues, which are susceptible to accrual
under the modified accrual basis of accounting, include property taxes and federal and
state grants. Other revenue items are considered to be measurable and available when
received by the Agency. 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 judgment, are recorded
only when payment is due.
The Agency reports the following major governmental funds:
The General Fund is the Agency’s primary operation fund. It accounts for the urban
renewal projects. Revenues are from issuance of debt, and expenditures are for
elimination of blighted conditions and urban developments as defined in the City’s Urban
Renewal Plan.
The Urban Renewal Debt Service Fund accounts for payment of urban renewal loan
principal and interest. The sources of revenues are ad valorem taxes and interest
earnings.
E. Use of Estimates
The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect certain reported amounts and disclosures. Accordingly, actual
results could differ from those estimates.
F. Cash and Cash Equivalents
The Agency’s cash and cash equivalents are considered to be cash on hand, demand
deposits, investments in the Local Government Investment Pool, and short-term
investments with original maturities of three months or less from the date of acquisition.
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The investment policy of the Agency is to invest in the Local Government Investment
Pool (LGIP), U.S. Government Obligations, and interest bearing demand deposits with
local banks and to transfer resources to the general checking account as the need
arises. This policy is in accordance with ORS 294.035, which specifies the types of
investments, authorized for municipal corporations.
Investment in the LGIP are reported at amortized cost, which approximates fair value in
accordance with GASB Statement Number 31, and are considered cash equivalents for
financial reporting purpose. All other investments are reported at fair value.
G. Receivables and Payables
Receivables including property taxes, accounts, entitlements, and shared revenues are
reported in accordance with the policies enumerated in paragraph D above.
H. Fund Equity
In the fund statements, fund balance is reported in classifications that comprise a
hierarchy based on the extent to which the City is bound to honor constraints on the
specific purposes for which amounts in those funds can be spent. The classifications of
fund balance are Nonspendable, Restricted, Committed, Assigned, and Unassigned.
Nonspendable and Restricted fund balances represent the restricted classifications and
Committed, Assigned, and Unassigned represent the unrestricted classifications.
Nonspendable fund balance includes amounts that cannot be spent due to the nature of
the restrictions, such as inventory, notes receivable, principal amount in permanent
funds, and land assets. Restricted fund balance is either imposed by law or constrained
by grantors, contributors, or laws or regulations of other governments, committed fund
balance is self-imposed limitations imposed at the highest level of decision making
authority, namely, the City Council. Formal actions, either by ordinance or regulation,
are required by Council. Assigned fund balance represents limitation imposed by the
City Manager and/or Finance Director. Unassigned fund balance represents the residual
net resources in excess of the other classifications. The General Fund is the only fund
that can report a positive unassigned fund balance and any governmental fund can
report a negative unassigned fund balance.
I.

Long-Term Obligations
In the agency-wide financial statements, long-term debt obligations are reported as
liabilities in the Statement of Net Position.
In the fund financial statements, governmental fund types report the face amount of debt
issued as other financing sources.

II. STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY
A. Budgetary Information
Generally, Oregon Local Budget Law requires annual budgets be adopted for all funds.
The modified accrual basis of accounting is used for all budgets. All annual
appropriations lapse at fiscal year-end.
The Agency begins its budgeting process by appointing Budget Committee members in
the fall of each year. Budget recommendations are developed by management through
9

early spring, with the Budget Committee meeting and approving the budget document in
late spring. Public notices of the budget hearing are generally published in May or June
and the hearing is held in June. The Board of Directors adopts the budget, makes
appropriations, and declares the tax levy no later than June 30. Expenditure
appropriations may not be legally over-expended, except in the case of grant receipts
and bond sale proceeds which could not be reasonably estimated at the time the budget
was adopted.
The resolution authorizing appropriations for each fund sets the level at which
expenditures cannot legally exceed appropriations. The Agency established the levels
of budgetary control at the materials and services, capital outlay, debt service, and all
other requirement levels for all funds.
During the fiscal year ended June 30, 2018, no supplemental budgets were adopted.
The Board of Directors must authorize all appropriation transfers and supplementary
budgetary appropriations.

III. DETAILED NOTES ON ALL FUNDS
A. Deposits and Investments
Deposits. The Governmental Accounting Standards Board has adopted accounting
principles generally accepted in the United States of America (GAAP), which includes
standards to categorize deposits to give an indication of the level of custodial credit risk
assumed by the Agency at June 30, 2018. If bank deposits at year end are not entirely
insured or collateralized by the Agency or by its agent in the Agency’s name, the Agency
must disclose the custodial credit risk that exists. The Agency’s deposits with financial
institutions are comprised of bank demand deposits and certificates of deposit. For
deposits in excess of federal depository insurance, Oregon Revised Statutes require that
Public officials report to the Office of the State Treasurer (OST) all bank depositories in
which they deposit public funds and bank depositories will then report financial
information and total public funds deposits quarterly to OST. OST will then calculate the
required collateral that must be pledged by the bank based on this information and the
depository’s FDIC assigned capitalization category. Bank depositories will then have a
shared liability in the event of a bank loss. For the fiscal year ended June 30, 2018, the
carrying amount of the Agency’s deposits was $431,984 and the bank balance was
$432,309. All deposits are held in the name of the Pendleton Development Commission
(blended component unit). Of the bank balance, $250,000 was covered by federal
depository insurance. The remaining $182,309 was collateralized under ORS 295.
Investments. The Pendleton Development Commission has invested funds in the State
Treasurer’s Oregon Short-Term Fund Local Government Investment Pool during the
year. The Oregon Short-Term Fund is the local government investment pool for local
governments and was established by the State Treasurer. It was created to meet the
administrative responsibilities of federal arbitrage regulations. The investments are
regulated by the Oregon Short-Term Fund Board and approved by the Oregon
Investment Council (ORS 294.805 to 294.895). Local Government Investment Pool
(LGIP) is an unrated external investment pool managed by the State Treasurer’s Office,
which allows governments within the state to pool their funds for investment purposes.
The amounts invested in the pool are not classified by risk categories because they are
not evidenced by securities that exist in physical or book entry as defined by GASB
Statement No. 40.
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In addition, The Oregon State Treasury LGIP distributes investment income on an
amortized cost basis and the participant’s equity in the pool is determined by the amount
of participant deposits, adjusted for withdrawals and distributed income. Accordingly,
the adjustment to fair value would not represent an expendable increase in the
Commission’s cash position.
Custodial credit risk for deposits is the risk that, in the event of a bank failure, a
government’s deposits may not be returned to it. The Agency does not have a formal
policy for custodial credit risk.
Credit risk. State statutes authorize the Agency to invest primarily in general obligations
of the US Government and its agencies, certain bonded obligations of Oregon
municipalities, bank repurchase agreements, bankers’ acceptances, certain commercial
papers, and the State Treasurer’s investment pool, among others. The Agency has no
formal investment policy that further restricts its investment choices.
Concentration of Credit Risk. The Agency is required to provide information about the
concentration of credit risk associated with its investments in one issuer that represents
5 percent or more of the total investments, excluding investments in external investment
pools or those issued and explicitly guaranteed by the U.S. Government. The Agency
has no such investments.
Interest Rate Risk. The Agency has no formal investment policy that explicitly limits
investment maturities as a means of managing its exposure to fair value loss arising
from increasing interest rates.
The Agency’s cash and cash equivalents at June 30, 2018 are shown below:

B.

Deposits with financial institutions
Local Government Investment Pool

$

431,984
701,134

Total cash and cash equivalents

$

1,133,118

Property taxes
Notes

$

41,107
71,096

Total

$

112,203

Receivables
At June 30, 2018, the Agency’s receivables are as follows:

Property taxes are assessed and attach as an enforceable lien on property as of July 1.
Taxes are levied on July 1 and are payable on November 15. They may be paid in
installments due November 15, February 15, and May 15. Taxes are billed and
collected by Umatilla County and remittance to the Agency is made at periodic intervals.
The Agency levied taxes at its maximum taxing authority. After reductions for offsets
and additional taxes and penalties, this resulted in a net levy of $751,963.
The Agency provides funds to local businesses for building renovation, equipment
purchases and other startup costs under the Jump Start Loan Program. The maximum
loan is $40,000 for businesses and $60,000 for property owners and repayment terms
are structured over a period of one to seven years with interest rates from 1% to 7%.
11

There were four loans at year end with interest rates at 7% and one loan at year end
with an interest rate at 3%.
C.

Deferred Inflows of Resources
In addition to liabilities, the statement of financial position and or balance sheet will
sometimes report a separate section for deferred inflows of resources. This separate
financial statement element, deferred inflows of resources, represents an acquisition of
net position that applies to a future period(s) and so will not be recognized as an inflow
of resources (revenue) until that time. The government has only one type of item, which
arises only under a modified accrual basis of accounting that qualifies for reporting in
this category. Accordingly, the item unavailable revenue is reported only in the
governmental fund balance sheet. The amounts are deferred and recognized as an
inflow of resources in the period that the amounts become available. The unavailable
revenues reported in the governmental funds included $36,006 in property taxes and
$71,096 in Jump Start notes receivable.

D.

Capital Assets
The Pendleton Development Commission purchased property in the Urban Renewal
District for future development and for refurbishment and sale. A summary of the capital
asset activity showing no change during the year is as follows:
Description
Land
Land available for sale
Total non-depreciable

E.

Beginning
Balance

Increases

Ending
Balance

Decreases

$

37,559
341,261

$

-

$

-

$

37,559
341,261

$

378,820

$

-

$

-

$

378,820

Long – Term Obligations
The Pendleton Development Commission established a non-revolving line of credit with
Banner Bank which was negotiated into a long term loan fixed at 4.75% interest on
March 31, 2013 for the outstanding balance of $1,821,754 and borrowed an additional
$325,000. The City issued the First Amendment to Bond Purchase Agreement and
Bond in October of 2017, with interest rates ranging from 3.75% to 4.75%, and final
payments due January 15, 2023. This bond was issued to amend the Bond Purchase
Agreement between the Pendleton Development Commission and Banner Bank, dated
as of January 15, 2013 and the Commission's Pendleton Downtown Riverfront Urban
Renewal Area Urban Renewal Bond, Series 2013. Interest rates have fallen since the
issuance of the Original Bond and the execution of the Original Bond Purchase
Agreement. The Original Bond Purchase Agreement and the Bond must be amended in
order to incorporate the lower interest rate. The loan is to be repaid by property taxes
and the balance at June 30, 2018 was $1,193,751. There is no prepayment penalty and
property tax revenues are pledged to the loan.
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Future maturities are as follows:
June 30

Principal

Interest

$

230,145
238,775
247,729
257,019
220,083
$ 1,193,751

2019
2020
2021
2022
2023

$

$

44,766
36,135
27,181
17,891
8,253
134,226

The Pendleton Development Commission entered into the Financing Agreement
(Riverfront Downtown Urban Renewal Area) in January 2018, with a maximum principal
amount of $3,500,000. Tax Increment Revenues will be used to pay amounts due. As
of June 30, 2018, a draw of $300,000 has been made and paid back. The maximum
amount of indebtedness decreases each year starting January 1, 2020. At any time, the
Commission can elect to convert all or a portion of the outstanding principal balance to a
fixed rate with an extended maturity date. Interest rates on the converted amount will be
based on the rate in effect on the conversion date. Interest is based on the LIBOR rate
plus 3%.
Changes in long-term obligations for the fiscal year ended June 30, 2018, are as follows:

Notes payable

F.

Beginning
Balance

Additions

$ 1,401,965

$ 300,000

Reductions
$

(508,214)

Ending
Balance

Due Within
One Year

$ 1,193,751

$ 230,145

Fund Balance Classifications
Fund balances by classification for the year ended June 30, 2018 were as follows:

Fund Balances:

G.

General

Total

Urban Renewal
District
Debt Service

Governmental
Funds

Restricted
Unassigned

$

249,608

$

832,760
-

$

832,760
249,608

Total Fund Balances

$ 249,608

$

832,760

$

1,082,368

Risk Management
The Agency is exposed to various risks of loss related to torts; theft or damage to and
destruction of assets; errors and omissions; and natural disasters for which the Agency
carries commercial insurance coverage in the name of the City.

H.

Commitments and Contingencies
The Agency has approximately $71,096 in jump start loans receivable at year end.
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Additionally, the Pendleton Development Commission has approved the following
funding commitments or has payments remaining on commitments:

 A Jump Start loan to be disbursed in December of 2018 for $6,400 to El Roi
Apparel.

 A combined façade restoration and upper story grant was committed to Al Plute
for the Bowman Apartments for $340,928. The commitment was made in May of
2018, but the money has not been paid yet. It will be paid in thirds as the work is
completed and paperwork submitted, per the standard approach for PDC grants.
 A façade restoration grant was committed to Rosemary Ramirez for the Sisters
Café for $126,167. The Pendleton Development Commission has paid $70,271,
leaving a balance of $55,896 to be paid. The project is expected to be
completed in late December or early January of 2019.
 A façade restoration grant was committed to Joe and Diana Quezada for the Old
City Hall in December of 2017 for $33,443. $16,000 of the grant was paid in
September of 2018 following an earlier payment in June of 2018. As of
December of 2018, there was $1,600 remaining in the grant that will be paid if
the building owners file paperwork.
I.

Subsequent Events
No subsequent events were made aware as of the date the financial statements were
issued.

J.

Related Party Transactions
The Pendleton Development Commission owed the City of Pendleton $55,851 for
administrative services performed by the City.
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SUPPLEMENTAL INFORMATION

PENDLETON DEVELOPMENT COMMISSION
(A Component Unit of the City of Pendleton, Oregon)
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE BUDGET AND ACTUAL
URBAN RENEWAL DISTRICT DEBT SERVICE FUND
For the Fiscal Year Ended June 30, 2018
Variance with
Final Budget -

Budgeted Amounts
Original
REVENUES
Property taxes
Interest on investments

$

777,500
5,000

Actual
Amounts

Final
$

777,500
5,000

$

732,383
7,357

Positive /
(Negative)

$

(45,117)
2,357

782,500

782,500

739,740

(42,760)

EXPENDITURES
Current:
General government:
Materials and services
Debt service

57,750
1,034,910

57,750
1,034,910

55,851
602,569

1,899
432,341

TOTAL EXPENDITURES

1,092,660

1,092,660

658,420

434,240

TOTAL REVENUES

REVENUES OVER (UNDER) EXPENDITURES

(310,160)

(310,160)

81,320

391,480

NET CHANGE IN FUND BALANCE

(310,160)

(310,160)

81,320

391,480

788,500

788,500

751,440

FUND BALANCE, Beginning
FUND BALANCE, Ending

$

478,340

See auditor's report.
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$

478,340

$

832,760

(37,060)
$

354,420

AUDITOR’S COMMENTS AND REPORTS

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
REQUIRED BY OREGON STATE REGULATIONS
To the Board of Directors
Pendleton Development Commission
Pendleton, Oregon
We have audited the basic financial statements of the Pendleton Development Commission as
of and for the year ended June 30, 2018, and have issued our report thereon dated January 22,
2019. We conducted our audit in accordance with auditing standards generally accepted in the
United States of America.
Compliance
As part of obtaining reasonable assurance about whether the Pendleton Development
Commission 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.



Authorized investment of surplus funds (ORS Chapter 294).



Public contracts and purchasing (ORS Chapters 279A, 279B, 279C).
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Members of: American Institute of Certified Public Accountants
National Association of Certified Valuation Analysts
Oregon Society of Certified Public Accountants

In connection with our testing nothing came to our attention that caused us to believe the
Agency was not in substantial 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.
OAR 162-10-0230 Internal Control
In planning and performing our audit, we considered the Agency internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Agency internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the Agency internal control over financial reporting.
This report is intended solely for the information and use of the board of directors/council
members/commissioners and management of the Agency and the Oregon Secretary of State
and is not intended to be and should not be used by anyone other than these parties.

Dickey and Tremper, LLP

January 22, 2019

17

