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CITY OF DAMASCUS 
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A) 

 
Our discussion and analysis of City of Damascus’ financial performance provides an overview of the City’s 
financial activities for the fiscal year ended June 30, 2009.  Please read it in conjunction with the City’s Financial 
Statements, which follows this MD&A. The City was formed during the 2004-05 fiscal year, November 4, 2004.  
Due to the mid-fiscal year incorporation of Damascus a financial review instead of an audit was performed by the 
City’s auditor for this period.  The 2005-06 fiscal year audit was the first audit for the City.  The 2006-07, 2007-
08 and now the 2008-09 audits present comparative information for the last three fiscal years. 
 

FINANCIAL HIGHLIGHTS 
 

 At June 30, 2009 the City’s assets exceeded its liabilities by $4,652,314 (+$628,991).  The change is 
primarily due to the increase in available cash/investments at year end.  Reasons for increase are due to a 
combination of issues: revenues slightly higher than budgeted, success with grants, expenditures less than 
budgeted and others.  The general fund reported an ending fund balance of $3,075,606 (+$630,537).  
Primary reason for the increase is that the city did not move forward with property purchase(s).        

 The road fund reported an ending fund balance of $848,296 (-$395,812).  During the previous fiscal years 
the city banked its state gas tax revenue, conducted city street studies and adopted a priority list of 
maintenance projects.  The primary reason for the decrease in fund balance is that the city used the 
banked gas tax revenue to complete many road maintenance projects in 2008-2009. 

 The City began working on acquiring grants to fund planning projects in 2006.  The City began receiving 
substantial benefits ($650,994 in grant revenue) from this work during fiscal year 2008-09.  The revenue 
offset expenses for the Damascus comprehensive plan, public facilities plan and transportation system 
plan.  In addition, the city is receiving the benefits of other state transportation system planning grants 
that are administered by ODOT and do not show up in the city’s financial statements.  These grants 
addressed consultant and engineering expenses and reimbursed the city for staff time on the grants.     

 Total property tax revenue was $2,814,585 (+5%).  Approximately half of the increase is due to new 
construction and the other half is from existing properties.  

 
OVERVIEW OF THE FINANCIAL STATEMENTS 

 
The City’s annual financial report consists of a series of financial statements that show information for the City as 
a whole.  The Statement of Net Assets and the Statement of Activities provides information about the activities of 
the City as a whole and presents a longer-term view of the City’s finances.  The fund financial statements are 
included later in the financial report.  For our governmental activities, these statements tell how we financed our 
services in the short-term as well as what remains for future spending.  Fund statements also may give you some 
insights into the City’s overall financial health.  Fund financial statements also report the City’s operations in 
more detail than the government-wide financial statements by providing information about the general fund and 
other funds.  
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GOVERNMENT-WIDE FINANCIAL STATEMENTS 

 
These statements present information on the City’s finances in a manner similar to private sector businesses.  One 
of the most important questions asked about the City is, “Is the City as a whole better off or worse off financially 
as a result of the year’s activities?”  The Statement of Net Assets and Statement of Activities report information 
on the City as a whole and its activities in a way that helps answer this question.  We prepare these statements to 
include all assets and liabilities, using the accrual basis of accounting.  All of the current year’s revenues and 
expenses are taken into account regardless of when cash is received or paid. 
 
The Statement of Net Assets shows the City’s assets and liabilities, with the difference between the two reported 
as net assets.  All capital assets and long-term liabilities, and general government functions, are shown in the 
Statement of Net Assets. 
 
The Statement of Activities shows revenues, expenses, and the change in net assets for the City as a whole.  
Revenues and expenses attributable to specific functions are segregated from general revenues, to display the 
extent to which general revenues support each function. 
 
 

FUND FINANCIAL STATEMENTS 
 
Governmental funds account for the same functions as are reported as governmental activities in the government-
wide financial statements.  The governmental fund reporting focuses on how money flows in and out of funds and 
the balances left at year end that are available for spending.  They are reported using the accounting method called 
“modified accrual” accounting, which measures cash and all other financial assets that can be readily converted to 
cash.  This information is essential for preparation of and compliance with annual budgets.  We describe the 
relationship (or differences) between governmental activities (reported in the Statement of Net Assets and the 
Statement of Activities) and governmental funds in reconciliations following the government statements.  The 
notes to the financial statements provide additional information that is essential to a complete understanding of 
the data provided in the financial statements. 
 
 

GOVERNMENT-WIDE FINANCIAL ANALYSIS 
 
Total assets, liabilities and net assets for fiscal years 2006-2007, 2007-08 and 2008-2009 were as follows: 
 
 06/07 07/08 Change 08/09 Change 
Assets      
  Current and other assets $ 2,958,569 $ 4,224,634 43% $ 4,829,252 14% 
  Capital assets $    142,761 $    227,404 60% $    237,598 4% 
     Total assets $ 3,101,330 $ 4,452,038 44% $ 5,066,850 14% 
Liabilities      
  Current liabilities $    296,419 $    428,715 45% $    414,536 -3% 
     Total liabilities $    296,419 $    428,715 45% $    414,536 -3% 
Net Assets      
  Invested in capital assets: net of related debt $    142,761 $    227,404 60% $    237,598 4% 
  Net assets: unrestricted            $ 2,662,150 $  3,795,919 43% $ 4,414,716 16% 
  Total net assets $ 2,804,911 $  4,023,323 44% $ 4,652,314 16% 
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The City’s revenue and expenses for fiscal years 2006-2007, 2007-2008 and 2008-2009 were as follows: 
 
 06/07 07/08 Change 08/09 Change 
Revenues      
General Revenues:      
    Property Taxes $ 2,542,271 $ 2,672,405 5% $ 2,814,585 5% 
    Other $ 1,235,817 $ 1,452,030 18% $ 1,425,730 -2% 
Program Revenues:      
    Grant Revenue - $      55,000 - $   650,994 1084% 
Total Revenues $ 3,778,088 $ 4,179,435 11% $ 4,891,309 17% 
Expenses      
    General Government $ 1,450,897 $ 1,820,424 26% $ 2,095,018 15% 
    Community Development $    863,934 $ 1,075,111 24% $ 1,396,243 30% 
    Highways and Streets $      23,851 $      38,914 63% $    771,057 1881% 
    Public Safety (9-1-1) $      37,952 $      26,574 -28% - -100% 
Total Expenses $ 2,376,634 $ 2,961,023 25% $ 4,262,318 44% 
      
Change in Net Assets $ 1,401,454 $ 1,218,412 -13% $    628,991 -48% 
Beginning Net Assets $ 1,403,457 $ 2,804,911 100% $ 4,023,323 43% 
Ending Net Assets $ 2,804,911 $ 4,023,323 44% $ 4,652,314 16% 
 
 
 

FUND FINANCIAL ANALYSIS 
 
The focus of the governmental funds is to provide information on near-term inflows, outflows, and balances of 
spendable resources.  Unreserved fund balance measures the City’s net resources available for appropriation in the 
next fiscal year.  As of June 30, 2009, total fund balance of the governmental funds was $4,243,810.  These 
amounts are available to use, in accordance with applicable restrictions on the nature of the expenditures.   
 
Breakdown of total ending fund balances is as follows: 
 
General Fund - $3,075,606 of the total fund balance is the primary revenue used to operate the general fund and 
community development fund until tax revenues are received in the later part of November.  This amount is 
predicted to be adequate for the 2009-10 fiscal year, thus eliminating the need to borrow funds. 
 
Community Development Fund – $156,040 ending fund balance in this fund is due to the receipt of grant revenue 
at the end of the fiscal year. 
 
Road Fund – The ending balance of the road fund is $848,296.  These funds are restricted by statute. 
 
Street Fund – The ending balance of the street fund is $163,868, is shown as unappropriated in FY 2009-10 and is 
dedicated to street improvements by City Council. 
 

 
BUDGET VARIATIONS IN THE GENERAL FUND 

 
No variations between adopted budget amounts and actual expenditure results were noted in the General Fund for 
the fiscal year 2008-2009. 
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CAPITAL ASSETS 

 
The City had $237,598 invested in a broad range of capital assets at June 30, 2009.  The Anderson Road project 
will be the first significant capital improvement project for the City.  Planning and engineering expenses of 
Anderson Road occurred in 2007-08 and in 2008-2009 and show up as construction in progress.  See note 3 to the 
basic financial statements for further information. 
 

DEBT ADMINISTRATION 
 
The City did not have any long-term debt at June 30, 2009. 
 

ECONOMIC FACTORS AND THE 2008-2009 BUDGET 
 

 Second half inflationary trends in the Portland area (Portland CPI-U) for 2008 averaged 3.3%, down from 
the 3.65% increase of the previous year. First half of 2009 indicates a -0.2% decrease. 

 The State of Oregon does not have a sales tax, thus local governments are heavily dependent upon 
property taxes and self-generating revenues.  Self-generating revenues (system development charges, 
permit fees, franchise fees and other miscellaneous fees) will require voter approval.  Growth in property 
taxes is limited by a voter initiative that separated assessed value from real market value.  Assessed values 
can grow by no more than 3% annually, thus capping tax growth on existing development.  Property taxes 
account for approximately one-third of the City’s revenue.  Levying the same tax rate ($3.30/$1,000 of 
AV), new construction and annual 3% increase in assessed values net approximately $140,000 per year 
more in property taxes.  New construction accounted for approximately half of the increase in 2008-2009.  
AV increase due to new construction is anticipated to decrease in 2009-10.  The city is scheduled to 
complete its comprehensive plan in 2010, then, depending on financing of infrastructure, and the overall 
economy; growth in property taxes due to new construction could increase significantly.   

 The City has authorization to levy a property tax rate of $3.88/$1,000 of assessed value.  The 2009-10 
 and all previous budgets were established based on levying a rate of $3.30/$1,000.  
    

The budget for 2009-2010 totals $9,857,933 of which $535,501 is shown as being unappropriated.  The total 
budget is down 5.1% from the 2008-2009 fiscal year. 
 

 
 

REQUESTS FOR INFORMATION 
 
Our financial report is designed to provide our taxpayers, employees, investors and creditors with an overview of 
the City’s finances.  If you have any questions about this report or need any clarification of information please 
contact the Finance Department at the City of Damascus offices, located at: 19920 SE Hwy 212, Damascus, 
Oregon 97089. 
 
 



















CITY OF DAMASCUS, OREGON 
NOTES TO THE BASIC FINANCIAL STATEMENTS 
June 30, 2009 
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Fund financial statements 
 
These statements display information at the individual fund level.  Each fund is considered to be a 
separate accounting entity.  Funds are classified and summarized as governmental, proprietary, and 
fiduciary.  Currently the City has only governmental fund types. 
 
The GASB 34 model sets forth minimum criteria (percentage of the assets liabilities, revenues or 
expenditures/expenses of either fund category or the governmental and proprietary combined) for the 
determination of major funds. For purposes of presentation, all of the City’s funds are presented as 
major funds. 

C. Measurement Focus and Basis of Accounting 
 
Measurement focus is a term used to describe which transactions are recorded with the various 
financial statements.  Basis of accounting refers to when transactions are recorded regardless of the 
measurement focus. 
 
The government-wide financial statements are reported using the economic resources measurement 
focus and the full 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.  Grants and 
similar items are recognized as revenue as soon as all eligibility requirements imposed by the 
provider have been met. 

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 City considers revenues to be available if they are collected within 60 days of 
the end of the current fiscal period.  Expenditures generally are recorded when a liability is incurred, 
as under accrual accounting.  However, debt service expenditures, as well as expenditures related to 
compensated absences are recorded only when payment is due. 

Property taxes, franchise taxes, licenses, and interest associated with the current fiscal period are all 
considered to be susceptible to accrual and so have been recognized as revenues of the current fiscal 
period.  Only the portion of special assessments receivable due within the current fiscal period is 
considered to be susceptible to accrual as revenue of the current period.  All other revenue items are 
considered to be measurable and available only when cash is received by the City. 

 
A deferred revenue liability arises in the Governmental Funds Balance Sheet when potential revenue 
does not meet both the measurable and available criteria for recognition in the current period.  This 
unavailable deferred revenue consists primarily of uncollected property taxes and assessments not 
deemed available to financial operation of the current period.  In the government-wide Statement of 
Net Assets, with a full accrual basis of accounting, revenue must be recognized as soon as it is 
earned regardless of its availability.  Thus, the liability created on the Governmental Fund Balance 
Sheet for unavailable deferred revenue is eliminated.  Note that deferred revenues also arise outside 
the scope of measurement focus and basis of accounting, such as when the City receives resources 



























- General Fund - Expenditures

- Community Development Fund - Expenditures

-

- TAN Fund - Revenues, Expenditures, and Changes in Fund Balance

Nonmajor Governmental Funds

Special Revenue Funds

OTHER SUPPLEMENTARY INFORMATION

Other supplementary information includes financial statements and schedules not required by 
the GASB, nor a part of the basic financial statements, but are presented for purposes of 
additional analysis.

Such statements and schedules include:

      Budgetary Comparison

Parks Capital Project Fund - Revenues, Expenditures, and Changes in 
Fund Balance

These funds account for revenue derived from specific taxes or other earmarked revenue

      Other Financial Schedules

TAN Fund

Capital Projects Funds

Parks Capital Project Fund

These funds account for revenue derived from specific taxes or other earmarked revenue
sources, which are legally restricted to expenditures for specified purposes. Funds included
in this category are:

These funds are used to account for financial resources to be used for the acquisition or
construction of major capital items and facilities.  Funds included in this category are:

The Tax Anticipation Note Fund accounts for short-term borrowing.  The primary revenue 
source is loan proceeds.  The only expenditures of the fund are debt service interest payments. 

The Parks Capital Project Fund accounts for all  resources and expenditures for the purpose 
of acquiring capital facilities related to parks.  Primary sources of revenues are bonds, grants, 
and transfers.  Primary expenditures are capital outlay.
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CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

Variance
Positive

Original Final Actual (Negative)
REVENUES:

Grants 724,997$          724,997$          -$                      (724,997)$          

Total revenues 724,997            724,997            -                        (724,997)            

EXPENDITURES:
Capital outlay 724,997            724,997            -                        724,997              

Total expenditures 724,997            724,997            -                        724,997              

Revenues over (under) expenditures -                        -                        -                        -                         

Net changes in fund balances -                        -                        -                        -                         

FUND BALANCE, BEGINNING -                        -                        -                        -                         

FUND BALANCE, ENDING -$                     -$                     -$                      -$                      

Budget

CITY OF DAMASCUS, OREGON
PARKS CAPITAL PROJECT FUND
SCHEDULE OF REVENUES, EXPENDITURES, AND 

For the Fiscal Year Ended June 30, 2009
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