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Oregon City School District No. 62

Learning to be our Best

PO Box 2110 (1417 12% St.), Oregon City, Oregon 97045-5010
Telephone: (503) 785-8000 ® FAX: (503) 637-2492

December 22, 2015

Board of Directors and Citizens
Oregon City School District No. 62
Clackamas County Oregon

State law requires that every general-purpose local government publish within six months of the
close of each fiscal year a complete set of audited financial statements. In accordance with the
provisions of Oregon Revised Statutes, Sections 297.405 to 297.555 and 297.990, known as the
Municipal Audit Law, there is submitted herewith the Comprehensive Annual Financial Report of
Oregon City School District No. 62, Clackamas County, Oregon, for the year ended June 30,
2015. This report was prepared by Nathan Roedel, Chief Financial Officer; Christina Weinard,
Fiscal Services Coordinator; and includes contributions from the School District's Business
Department.

The responsibility for the completeness and reliability of the data presented and all accompanying
disclosures rests with the School District. To provide a reasonable basis for making these
representations, District management has established and maintains an internal control structure
designed to ensure that the assets of the District are protected from loss, theft or misuse and to
ensure that adequate accounting data are compiled to allow for the preparation of financial
statements in conformity with generally accepted accounting principles (GAAP). The internal
control structure is designed to provide reasonable, but not absolute, assurance that these
objectives are met. The concept of reasonable assurance recognizes that: (1) the cost of a
control should not exceed the benefits likely to be derived; and (2) the valuation of costs and
benefits requires estimates and judgments by management. The internal control structure is
subject to periodic evaluation by management. We believe the internal controls adequately
safeguard the assets and provide reasonable assurance of proper recording of all financial
transactions. As management, we assert that, to the best of our knowledge and belief, this
financial report is complete and reliable in all material respects.

The provisions of Oregon Revised Statutes require that an independent audit be made of all
District funds and account groups within six months following the close of a fiscal year. The firm
of Kent, Kuykendall & Co., P.C. CPAs, who were appointed by the Board of Directors, has
completed their examination of the District's funds and, accordingly, has included their opinion in
the financial section of this report. In addition to meeting the requirements set forth in state
statutes, the audit also was designed to meet the requirements of the federal Single Audit Act
Amendment of 1996 and related OMB Circular A-133. The auditor’s reports related specifically to
the single audit are included in the Grant Compliance Review section of this report. Detailed
analysis and commentary for GASB Statements 54 is contained in the Management’s Discussion
and Analysis as well as the Notes to the Financial Statements sections of the report.



District management provides 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 the MD&A and should be read in conjunction with
it. The Oregon City School District No. 62’'s MD&A can be found immediately following the report
of the independent auditors.

Profile of the District

Oregon City School District No. 62 is a unified public school district that was originally formed in
1872. Located southeast of Portland, Oregon, the District encompasses approximately 125
square miles of land. Instructional services are provided for students in kindergarten through
grade 12. The District operates 11 schools serving 7,807 students. In addition to 6 elementary
schools, the District has 2 middle schools and three high schools. Two of the high schools are
charter schools - Oregon City Service Learning Academy and Clackamas Academy of Industrial
Sciences. The District sponsors two other charter schools that are independently operated.
Springwater Environmental Sciences School is a kindergarten through g grade school and the
Alliance Charter Academy is a grades K-12 charter school.

The District, a fiscally independent entity, is organized with a seven member elected Board of
Directors and a Board appointed Budget Committee. The Board is accountable for all fiscal
matters that significantly influence operations. The management staff includes a superintendent,
a director of operations, a chief financial officer, and 36 FTE directors, principals, vice-principals,
and supervisors. The Board of Directors hires all management staff members. The District
employs 395 FTE teachers, counselors and librarians; together with 363 FTE support staff as
instructional assistants, secretaries, bus drivers, cooks, custodians, maintenance personnel and
other support staff positions.

Under Oregon State law, school districts are municipal corporations empowered to provide
elementary and secondary educational services for the children residing within its boundaries.
The District discharges this responsibility by building, operating, and maintaining school facilities,
developing and maintaining approved educational programs and courses of study, including
programs for special needs students, and providing for transportation and feeding of students in
accordance with District, State, and Federal programs. This report includes all funds of the
District. Finally, the District is not included in any other financial reporting entity.

Budget process and control: The District annually prepares a budget to control the fiscal
operations for one year. All governmental funds are annually appropriated. Oregon Local Budget
Law requires the appointment of a Budget Committee to review and approve the budget. The
Budget Committee consists of the seven members of the Board of Directors and seven members
appointed by the Board of Directors. The administration proposes a budget to the Budget
Committee. The Budget Committee may revise or approve the proposed budget in total. A
summary of the approved budget, together with a notice of public hearing, is published in a
newspaper with general circulation in the District. A public hearing is held to receive comments
from the public concerning the approved budget. The Board of Directors adopts the budget,
makes appropriations, and levies taxes after the public hearing and before the beginning of the
year for which the budget has been prepared.




The objective of the budgetary controls is to ensure compliance with legal provisions embodied in
the annual adopted budget appropriated by the District's Board of Directors. Activities of the
general fund, special revenue fund, debt service funds, capital projects fund, proprietary fund,
and agency funds are included in the annual appropriated budget. The level of budgetary control
(that is, the level at which expenditures cannot legally exceed the appropriated amount without
Board approval) is established by fund and major function. The District also maintains an
encumbrance accounting system as one technique of accomplishing budgetary control.

Economic Status and Outlook

The District is located in Clackamas County, which is located just to the south and east of the city
of Portland and, together with Multnomah, Washington, Columbia, and Yamhill counties,
comprises the Oregon portion of the Portland Metropolitan Statistical Area.

Clackamas is Oregon's third most populous county. Population within the County grew
approximately 43% between 1970 and 1980. Between 1980 and 1990 the County's population
grew by over 15% in spite of a recession during the early 1980’s. From 1990 to 2000, the
County’s population increased by 21%. And during the most recent decade of 2000 to 2010
Clackamas County grew by slightly over 11%. Currently, the County experiences slightly higher
annual population growth.

The March 2015 Portland State University enroliment projection indicated that the District would
experience overall flat enroliment over the next five years with a forecasted change between
(3.3%) to 4.9% in District enroliment by 2020. The enrollment change is evenly spread over the
years. Over the next 5 years, elementary school enroliment is forecasted to change between
(1.5%) and 9.1%, due to the size of classes entering the schools, and fluctuations due to the
introduction of full-day Kindergarten, new in August 2015. Middle school enroliment is predicted
to grow between 3.1% and 11.5%, because of larger fifth grade classes entering sixth grade.
High school enroliment is anticipated to decrease between (9.7%) and (4.1%) as smaller eighth
grade classes enter high school. A contributing variable will be the ongoing impact of charter
schools in the District. Enroliment growth in the near term would be a significant positive
contributing factor to the District’s financial stability.

The District's economic base has traditionally been focused on agriculture, manufacturing,
warehousing, and tourism. Manufacturing, distribution, and the service industry are becoming
increasingly important as Oregon City becomes further integrated into the Portland metropolitan
area. Oregon City itself is "The End of The Oregon Trail" and the area is rich with historical
importance and tourist attractions. Community, business, and civic leaders are energetically
working together to develop Oregon City as a regional hub for transportation and services.
Whereas past economic conditions have been robust, in recent years the area experienced a
dramatic slowdown due to The Great Recession. Oregon’s seasonally adjusted unemployment
rate in October 2015 was 6% compared to the national average of 5%. The Oregon Employment
Department reports non-farm payroll gain of 51,800 jobs from October 2014 to October 2015.
Job growth is expected to continue for the next three to five years. Since Oregon is highly
dependent on income tax collections to fund the state budget, additional job growth will help fund
increases in state financial support of local public schools.

Care and upkeep of the District's aging facilities continues to be a financial and operational
challenge. The newest elementary school was built in 1975 while the average age of all
elementary schools is 56 years old. The District’'s two middle schools were built in 1954 and
1965, over 50 years ago. Construction of modular classrooms in 2012 and 2013 provided limited
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modern classroom space. Oregon City High School was constructed in 2003 and, over 10 years
old, maintenance needs at the school continue to compound.

State of Oregon Funding (Distribution Formula): Oregon distributes revenue to school districts
via the State School Fund (SSF) with an objective of equal funding for all school districts. The
District's SSF general-purpose grant for 2014-15 was $6,883 per weighted student plus the
transportation grant. The transportation grant reimburses 70% of approved home to school and
field trip transportation costs. The allocation includes both state and local financial resources.
Local revenues including tax offsets, local property taxes for school operations, Common School
Fund, and federal forest fees, offset the sum of the general purpose and transportation grants.
The resulting figure is the amount of the SSF grant.

The SSF distribution formula is a fully equalized foundation grant program. Under this formula,
each student is assigned a weighted factor beyond 1.0 based on eligibility factors such as English
as a second language, individual education plan (IEP), and impoverished. A student’s weighted
factor cannot exceed 2.0. The total of all “weighted” students is multiplied by a statewide grant.
Lastly, a comparative teacher experience factor affects the amount per weighted student.

Long-term Financial Planning

The District practices a long-term financial planning approach by considering the budget on a
sustainable multi-year basis rather than a traditional annual basis. In the late 1990s the District
was able to gradually hire additional staff as well as make some other improvements to programs.
However a limited recession from 2002 to 2004 resulted in operating program reductions of $3
million and eight furlough days. Virtually all districts throughout the state reduced programs and
many reduced school days due to a mid-year reductions in state funding. From 2004 to 2006 the
District was able to maintain existing program levels.

Oregon’s economy improved dramatically in 2006. The governor's 2007-2009 proposed
biennium budget included significant additional revenues for public school districts. Income tax
collections grew significantly when compared to the 2005-2007 biennium. In 2006-2007, the
District was able to provide program enhancements for a budgeted cost of $1,395,000. The
following areas were affected: reduced class size, addition of limited elementary physical
education, additional school operating funds, and technology infrastructure. In 2007-2008,
additional investments of $1,375,000 were made in class size reduction, school technology
needs, academic support staff, and creation of a district-level textbook fund.

During 2008-2010 years, one-time reserves and budget reductions totaling nearly $9 million in
cumulative budget reductions were necessary as the severe recession took hold in Oregon.
Reductions included unpaid furlough days for all staff.

This level of unprecedented cuts continued through the 2010-2013 budgets. For 2010-2011, one-
time reserves (increased by three furlough days in late 2009-2010) and budget reductions totaling
nearly $4.2 million were necessary to balance the operating budget. For 2011-2012, a district-
wide salary freeze and 15 unpaid furlough days contributed over $5 million to budget balancing
efforts of nearly $5.9 million. To restore seven furlough days in the 2012-2013 budget, the
District closed two elementary schools, froze supply budgets, reduced its contingency account,
and received continued employee compensation concessions.

State funding increases due to improved state-wide revenues were partially offset by reductions
in beginning fund balances. The District was able to fund limited salary and benefit increases and
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maintain its class size target ratio and fund full school and employee calendars.

General Fund Fund Balance Policy: In 2004-2005 the School Board adopted a general fund
balance policy that directs the Superintendent to ensure an ending general fund balance between
5% and 10% of total adopted General Fund resources. During the previous five years the
district’s ending general fund balance averaged 6.2% of total General Fund resources. At June
30, 2015 the ending general fund balance is 5.8%.

Relevant Financial Policies

The Oregon Public Employees Retirement System (PERS) implemented significant rate
increases for all public agencies on July 1, 2013. These rate increases were caused by
investment losses in late 2008 coupled with recent low investment earnings. The district
budgeted additional PERS costs of nearly $1 million in 2013-2015. Longer term PERS
projections forecast have improved and stopgap measures were at the state level to reduce the
employer rates effective immediately. This equated to a 4.4% rate reduction for Oregon City
Schools in the 2015-2017 biennium. In addition, the District previously issued bonded debt in
2004 to payoff much of the District’'s pension liability at that time. This payoff has helped reduce
the total pension cost of the District. Finally, previously designated reserves have been
exhausted in prior fiscal years to help fund increased pension costs and unanticipated budget
shortfalls. Unfortunately, current projections regarded the funded status of the PERS obligations
combined with a judicial rejection of these reforms will impose significantly higher increases
during the 2017-19 biennium. As part of the annual budget planning process, the District
considers current financial policies related to long-term pension cost funding.

The District currently has four operating charter schools. The first two charter schools are in their
tenth year of operation. Their ninth year of operation as component units is included in the
District financial statements. The Springwater Environmental Sciences School is a K-8 school
that believes using science, particularly environmental sciences, as a vehicle for teaching
students helps to make all curriculum more hands-on, relevant, and comprehensible. The
Oregon City Service Learning Academy is a high school that utilizes a method of teaching and
learning that connects classroom lessons with real world experience through service in the
community. In addition a third charter school, Alliance Charter Academy (ACA), is in its ninth
year of operation. ACA is a grade K-12 school that believes in a performance and standards
based, personalized learning program supported by the principles of multiple intelligence, service
learning and vocational readiness. Alliance Charter Academy’s eighth year of operation as a
component unit is included in the District financial statements. A fourth charter school Clackamas
Academy of Industrial Sciences (CAIS) high school began operations in 2010-2011. CAIS
provides students an innovative, contextual learning setting focused on manufacturing
technologies. CAIS’ fifth year of operation as a component unit is included in the District financial
statements. The District continues to develop and review prudent financial and management
policies to oversee these charter schools and their impact on the District.

Major Initiatives
Motto: Learning to be our best.

Mission: With high expectations for all, we engage all students in meaningful learning activities
that prepare them for a successful life.
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Operations

Energy Conservation: The energy conservation program implemented by the Maintenance
Department in the fall of 2008 has resulted in savings of over $400,000 since its inception despite
significant utility rate increases. In 2013-2014 the District completed an HVAC system upgrade at
its largest middle school that is projected to save between $40,000 and $50,000 per year.

Parent Communication: The district began using an automated messaging system in the fall of
2010. In addition to timely notification of parents when students are absent, use of the system by
office staff includes meeting notices, announcements, schedule changes, and newsletters. In the
fall of 2012 the district reorganized its public relations program and has improved online
information resources and communication. A communications specialist hired in 2012-2013
continues to assist the District in its goal to improve all communication with all stakeholders.

Transportation: Noting that the district’'s costs are in the middle range for school districts in
Oregon and nationally, a consultants November 7, 2011 report identified over 60
recommendations for improving transportation department efficiency and reducing costs. The
District implemented nearly all of the short-term recommendations and began consideration of
solutions for the long-term. As a result, in late November 2014 the District sold its Transportation
and Maintenance facility to a local commercial property development company that included a
three-year lease back provision. The District is currently constructing a new facility on District
owned land next to the high school with expected occupancy in June 2016.

Community Education: In addition to growing student participation in non-school day educational
and athletic programs, community education offerings and registrations meet strong community
needs for expanded services. Enrollment in a full time pre-school program opened in January of
2010 and an expanded early childhood education program initiated in September 2011 continues
to exceed expectations. An existing outdoor classroom space was recently renovated through
community partnerships.

Technology: The District is keenly aware of how strategic the use of technology is to the
accomplishment of its educational mission and goals. Since 2006-2007 the District invested over
$1.1 million to improve the District's network infrastructure, upgrade classroom instructional
technology including smart boards, document cameras, LCD projectors, and teacher instructional
workstations. Continued financial investments will be necessary to simply maintain the District's
current network infrastructure and technology tools. The District is currently in process to move
all staff to the Google Apps platform.

Long Range Capital and Facility Planning: The District has begun a long range facility and capital
planning process to analyze, identify, and recommend solutions to the Districts aging facilities,
instructional program needs, and projected future growth. Several districts in the area have been
successful in this process to meet facility and capital needs by replacing expiring general
obligation bond levies without additional taxes to property owners. The District's current general
obligation bonds will be fully matured in 2018-2020, which creates a similar opportunity for the
District.

Improvement of Instruction

Oregon City School District is committed to the State of Oregon'’s vision for preparing all students
for college and career. The District demonstrates this commitment by prioritizing continuous
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professional development so staff effectively implement instructional strategies to meet the needs
of all learners, align curriculum with state standards and college entrance requirements, articulate
curricula from kindergarten readiness through first year of college and sharpen their focus on
helping every student meet new Common Core state standards.

Oregon City Schools were involved in a number of projects designed to improve student learning.
The following initiatives are a few highlights from the 2014-15 school year.

Staff Development Efforts:

The District used available release time for embedded and ongoing support to staff focused on
the major instructional shifts required of the Common Core State Standards, Educator
Effectiveness and Professional Learning Teams. Oregon City used their Title IA and Title 1A
dollars to increase teacher leadership opportunities and improve effective practices. Significant
time and monetary investments in teacher effectiveness, specifically around Common Formative
Assessments, began in the spring of 2014 and these strategies were reinforced throughout the
2014-15 school year.

Professional Standards for Quality Instruction:

Professional learning regarding quality instruction continues to be a priority as we learn how to
create goals and understand our new evaluation system. The support is focused on increasing
proficiency of our administrators and teachers when using the evaluation rubric for assessing high
quality classroom instruction. We continue to assess our needs and strengths for developing a
collaborative culture where student achievement is our number one priority.

Common Core State Standards:

We continue to implement the Common Core Standards in Mathematics and English Language
Arts. Other professional learning time was dedicated to building collaborative leadership networks
within district that support implementation of educator effectiveness and the Common Core
Standards and problem solve implementation challenges. For the first time in 17 years the Board
and Budget Committee agreed to fund the investment of a K-12 curriculum purchase in English
Language Arts. Beginning in the Fall of 2014, Oregon City School District has aligned ELA
curriculum from Kindergarten through the twelfth grades. The new reading adoption aligned to the
K-12 Common Core State Standards as well as a new K-8 comprehensive mathematics program
in 2014-15. Teachers are learning their new materials through ongoing and embedded
professional development and collaboration in their professional learing communities regarding
student mastery of the Common Core State Standards.

Professional Development:

During 2014-2015, professional development for administrators and teachers were prioritized into
4 strategic areas: 1.) High quality instruction in the classroom 2.) Standards based learning goals
3.) Formative assessments and data analysis and 4.) Monitoring progress of student learning.

Positive Behavior and Intervention Supports (PBIS):

Oregon City School District continued the enhancement of a district wide, systems approach to
preventing and responding to school and classroom discipline problems. The Positive Behavior
and Intervention Support program has dramatically improved student behavior and changed the
climate of all eleven schools. Oregon City completed their tenth year of Positive Behavior
Intervention Support for improvement and staff development. Our three high schools are
implementing systems that support the PBIS philosophy.
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Oregon City High School:

The high school continues to develop professional learning communities and advanced
placement (AP) classes as well as credit recovery classes for struggling students. Oregon City
High School now offers over 22 AP courses. More and more students are earning AP scholar
accolades each year from the College Board. The number of students taking advanced college
credit courses increases each year, so students graduating with college credits continue to rise
as well. In 2014-15 we continued to offer credit recovery classes which helped lower the district's
overall alternative education costs for high school students.

District and State School Report Cards:

As part of our federal waiver application, Oregon developed a new accountability system with a
much greater focus on student learning and growth. This new system uses multiple measures to
rate schools. For high schools these measures include academic achievement, academic growth,
subgroup growth, graduation rates, and subgroup graduation. For elementary and middle schools
the first three measures are used. Schools receive an overall rating of Level 1 through 5 based on
how well they are doing in each of these areas. Level 1 schools represent the bottom 5% of
schools. Level 2 schools represent the next lowest 10%. Level 3 makes up approximately the
next 30% of schools. Level 4 represents the largest share of schools, those that fall between 44%
and 90% of schools. Level 5 represents the top 10%. Districts do not receive a rating. The
majority of our schools received a 4.

Equity

As part of our overall district mission regarding student learning, an equity task force has been
formed to review our instructional practices with the lens of how inclusive are we in providing high
quality and advanced learning opportunities to all of our identified minority sub groups in our
district and to use our resources effectively to make sure we support all students no matter your
ethnicity.

Professional Learning Communities

All teachers and administrators have been trained in the professional learning community concept
of collaboration, data analysis and guiding instructional practices to meet the differentiated needs
of students. A train-the-trainer model was used again in 2015 to train all staff in creating Common
Formative Assessments. These assessments will further strengthen the purpose of our
professional learning communities. Additional goals of these PLC’s will include the use and
understanding student performance data especially looking forward to the new Smarter Balanced
state assessments.

We continue to press forward to our goal of increasing student achievement for all students.
Awards and Acknowledgments

The Government Finance Officers Association of the United States and Canada (GFOA) awarded
a Certificate of Achievement for Excellence in Financial Reporting to Oregon City School District
No. 62 for its Comprehensive Annual Financial Report (CAFR) for the fiscal year ended June 30,
2014. This was the twenty-third consecutive year that the District has achieved this prestigious
award. In order to be awarded a Certificate of Achievement, a government must publish an easily
readable and efficiently organized comprehensive annual financial report. This report must
satisfy both generally accepted accounting principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current
comprehensive annual financial report continues to meet the Certificate of Achievement
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Program’s requirements and we are submitting it to the GFOA to determine its eligibility for
another certificate.

The Association of School Business Officials International (ASBO) awarded its Certificate of
Excellence in Financial Reporting to Oregon City School District No. 62 for its Comprehensive
Annual Financial Report for the year ended June 30, 2014. In order to be awarded a Certificate
of Excellence, the District must publish an easily readable and organized Comprehensive Annual
Financial Report (CAFR), whose contents conform to program standards. Such reports must
satisfy both generally accepted accounting principles and applicable legal requirements.

A Certificate of Excellence is valid for a period of one year only. Oregon City School District No.
62 has received a Certificate of Excellence for the past twenty-three years. We believe our
current report continues to conform to the Certificate of Excellence program requirements, and
we are submitting it to ASBO to determine its eligibility for another certificate.

We wish to express our appreciation to the entire Business Department staff for their efforts and
contributions to this Comprehensive Annual Financial Report. We would also like to thank the
members of the Board of Directors for their continued support and dedication to the financial
operations of Oregon City School District No. 62.

Respectfully submitted,

Xt A

Larry G. Didway, Jr. athan Roedel
Superintendent /Chief Financial Officer
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To the Board of Directors
Oregon City School District No. 62
Clackamas County, Oregon

INDEPENDENT AUDITOR’S REPORT

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the aggregate
discretely presented component units, each major fund, the budgetary comparisons for the General Fund
and the Special Revenue Fund, and the aggregate remaining fund information of Oregon City School
District No. 62 as of and for the year ended June 30, 2015, and the related notes to the financial
statements, which collectively comprise the District's basic financial statements as listed in the table of
contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We did not audit
the financial statements of Springwater Environmental Sciences School, which represents 54 percent, 44
percent, and 22 percent , respectively, of the assets, net position and revenues of the discretely presented
component units. Those statements were audited by other auditors whose report has been furnished to us,
and our opinion, insofar as it relates to the amounts included for Springwater Environmental Sciences
School, is based solely on the report of the other auditors. 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.

Continued on Following Page
1=



To the Board of Directors
Oregon City School District No. 62 (continued)

Report on the Financial Statements (continued)
Auditor’s Responsibility(continued)

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

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

Opinions

In our opinion, based on our audit and the report of other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the governmental activities,
the aggregate discretely presented component units, each major fund, and the aggregate remaining fund
information of Oregon City School District No. 62 as of June 30, 2015, and the respective changes in
financial position and, where applicable, cash flows thereof and the budgetary comparisons for the General
Fund and Special Revenue Fund for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

Change in Accounting Principle

As discussed in Note 21 to the financial statements, as of July 1, 2014, Oregon City School District No. 62
adopted new accounting guidance, GASB Statement No. 68, Accounting and Reporting for Pensions, and
GASB Statement No. 71, Pension Transition for Contributions Made Subsequent to the Measurement Date.
Our opinion is not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 5 through 12, the schedules of funding progress for the early retirement
program and the post-employment health care supplement on page 65, and the schedules of the District's
proportionate share of the net pension liability and District contributions on page 66 be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the information and comparing
the information for consistency with management's responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We do not
express an opinion or provide any assurance on the information because the limited procedures do not
provide us with sufficient evidence to express an opinion or provide any assurance.

Continued on Following Page
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To the Board of Directors
Oregon City School District No. 62 (continued)

Report on the Financial Statements (continued)
Other Matters (continued)
Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Oregon City School District No. 62’s basic financial statements. The introductory section,
individual nonmajor fund financial statements, budgetary comparisons, capital asset schedules, other
financial schedules, and statistical section, as listed in the table of contents, are presented for purposes of
additional analysis and are not a required part of the basic financial statements. The schedule of
expenditures of federal awards is presented for purposes of additional analysis as required by the U.S.
Office of Management and Budget Circular A-133, Audit of States, Local Governments, and Non-Profit
Organizations, and is also not a required part of the basic financial statements.

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

The introductory and statistical sections have not been subjected to the auditing procedures applied in the
audit of the basic financial statements and, accordingly, we do not express an opinion or provide any
assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report December 22, 2015,
on our consideration of Oregon City School District No 62’s internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, and 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 internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering Oregon City School District No. 62's
internal control over financial reporting and compliance.

Continued on Following Page
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To the Board of Diréctors
Oregon City School District No. 62 (continued)

Report on Other Legal and Regulatory Requirements

In accordance with the Minimum Standards for Audits of Oregon Municipal Corporations, we have issued
our report dated December 22, 2015, on our consideration of Oregon City School District No. 62's
compliance with certain provisions of laws and regulations, including the provisions of Oregon Revised
Standards as specified in Oregon Administrative Rules. The purpose of that report is to describe the scope
of our testing of compliance and the results of that testing and not to provide an opinion on the District's
compliance.

Kent, Kuykendall & Co., P.C.

.‘KJ‘J‘, 1/%{ ré,, pc.

December 22, 2015



OREGON CITY SCHOOL DISTRICT NO. 62
CLACKAMAS COUNTY, OREGON
Management’s Discussion and Analysis

As management of Oregon City School District No. 62, Clackamas County, Oregon (District), we offer readers this narrative overview
and analysis of the financial activities of the Oregon City School District for the fiscal year ended June 30, 2015. We encourage
readers to consider the information presented here in conjunction with additional information furnished in the letter of transmittal that
can be found on pages I-IX of this report.

Financial Highlights

e In the government-wide statements, the position of the District exceeded its liabilities at June 30, 2015, by $27,928,182. Of
this amount, $39,423,023 represents the District's investment in capital assets; restricted net positions of $1,147,902 for debt
service, $902,995 for grant projects and $14,933,568 for facilities; and ($28,479,306) is unrestricted. Reductions in long-
term liabilities and investments in facilities counteracted by reductions in fund balances were the major contributing factors to
the overall increase.

e The District had $77,680,476 in expenses related to governmental activities, of which $2,849,507 was offset by program-
specific charges for services provided within the District. Expenses decreased by $3,815,013 and were chiefly due to
changes in pension reporting required by Governmental Accounting Standards Board (GASB) rules 68 and 71. These
changes affected reporting of deferred inflows and the amortization of inflows/outflows of pension reporting. Though this
change identifies a perceived reduction, it has little effect on actual district expenditures during the reporting period.

e The District's governmental funds have combined ending fund balances of $21,911,364, an increase of $14,224,577 in
comparison with the prior year. The increase is specifically related to proceeds related to the construction of a new district
facility. Also, decreases in Special Revenue and Capital Projects Funds coupled with lower expenditures further improved
the District's position. Of the total amount, $112,420 is non-spendable, $16,614,575 is restricted, $866,581 is committed,
$345,994 is assigned, and $3,971,794 is unassigned.

e At the end of the fiscal year, the unassigned fund balance for the General Fund was $3,971,794, or about 5.8% of total
general fund revenues. This is an increase of $670,608 or 20.3% from 2013-14. This increase met the unreserved fund
balance policy range of 5-10% of total revenues.

e The District's total long-term debt increased by $6,243,871 during the 2014-15 fiscal year. Changes are due to scheduled
principal payments and amortization of current and new debt (Note 7, p.40), continued amortization of Net Pension, and
OPEB revisions.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Oregon City School District's basic financial statements.
The 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 are designed to provide readers with a broad overview of the District’'s finances in a
manner similar to a private-sector business.

o The statement of net position presents information on alf of the District's position and fiabilities, with the difference between
the two reported as net position. Over time, increases or decreases in net position may serve as a useful indicator of
whether the financial position of the Oregon City School District is improving or deteriorating.

o The statement of activities presents information showing how the District’s net position changed during the most recent fiscal
year. All changes in net position are reported as soon as the underlying event giving rise to the change occurs, regardless
of the timing of related cash flows. Thus, revenues and expenses are reported in this statement for some items that will only
result in cash flows in future fiscal periods (e.g., uncollected taxes, and earned but unused vacation leave).



Both of the government-wide financial statements distinguish functions 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).

As is typical for a school district, Oregon City School District has governmental activities, which include instruction, supporting
services, food services, community services, and debt service. Oregon City School District currently does not have any business-type
activities.

The government-wide financial statements include not only the Oregon City School District itself (known as the primary government)
but also four legally separate public charter schools for which the Oregon City School District is financially accountable. Financial
information for these component units is reported separately from the financial information presented for the primary government itself.
Component unit statements can be found on pages 25-26.

The government-wide financial statements can be found on pages 13-14 of this report.

Fund Financial Statements are designed to demonstrate compliance with finance-related legal requirements overseeing the use of
fund accounting. A fund is a grouping of related accounts that is used to maintain control over resources that have been segregated
for specific activities and objectives. All of the funds of the Oregon City School District can be divided into three categories:
governmental funds, proprietary funds, and fiduciary funds.

Governmental funds are used to account for essentially the same functions reported as governmental activities in the government-
wide financial statements. However, unlike the government-wide financial statements, governmental fund financial statements focus
on near-term inflows and outflows of available resources, as well as on balances of available resources at the end of the fiscal year.
Such information may be useful in evaluating a government's near-term financing requirements,

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. By doing so, readers may better understand the long-term impact of the District's near-term financing
decisions. Both the governmental fund balance sheet and the governmental fund statement of revenues, expenditures, and