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1333 NW Eastman Parkway 503-661-3000
Gresham, OR 97030 GreshamOregon.gov

Department of Budget and Finance | City of Gresham

December 28, 2022
To Mayor Travis Stovall, Council Members, and the Citizens of Gresham:

The Department of Budget and Finance is pleased to submit the Annual Comprehensive Financial Report
(ACFR) of the City of Gresham, Oregon for the fiscal year ended June 30, 2022. The report is published in
accordance with Oregon Revised Statutes which require all municipal corporations to publish audited financial
statements within six months after the close of the fiscal year.

The ACFR includes information on the financial condition and operations of the City, and management is
responsible for the contents. Our assertions are based upon a comprehensive framework of internal control that
provides reasonable, rather than absolute, assurance that the financial statements are free of any material
misstatements.

The certified public accounting firm Isler CPA performed an audit of the basic financial statements and other
information using generally accepted auditing standards and governmental auditing standards. Their unmodified
opinion on the basic financial statements is located in the front of the financial section of the ACFR.

Management’s discussion and analysis (MD&A) immediately follows the independent auditors’ report and
provides a narrative introduction, overview, and analysis of the basic financial statements. It provides additional
information to this letter and this letter should be read in conjunction with it.

CITY PROFILE

The City of Gresham is located in northwestern Oregon, in the eastern part of the Portland metropolitan
area, in Multnomah County. It is comprised of approximately 23.3 square miles reaching north to the Columbia
River and south to the county line. With an estimated population of 114,883, Gresham is the fourth largest city
in Oregon. Major manufacturing industries include aircraft frames, integrated circuits for the microelectronics
industry, industrial equipment and food processing;

Gresham was incorporated in 1905. It is a “home rule city” operating under a city charter adopted in 1978
and last amended in 2012. The City Charter and City Code are consistent with the Oregon constitution and
statutes. The Council-Manager form of government is vested in an elected seven-member City Council, which
includes the Mayor. The Mayor and Council members provide community leadership and develop policies to
guide the City by setting goals, passing ordinances and adopting resolutions, appointing advisory committees,
authorizing contracts, adopting budgets, and hiring and overseeing the work of the City Manager and City
Attorney.

The City Manager is the administrative head of the City and is responsible for ensuring that Council policies
are implemented using appropriated resources to achieve desired service results in the community. She also
oversees the day-to-day operations of the City. The City Attorney provides legal advice to the Council and staff
and defends the City in litigation.

The City provides a full range of services which are delivered by thirteen departments: Police, Fire &
Emergency Services, Community Livability, Economic Development Services, Community Development, Urban
Design & Planning Services, Environmental Services, Parks, Governance & Management, Budget & Finance,
Information Technology, Citywide Services, and City Attorney’s Office. The functions of each department are
outlined in an organization chart in the Introductory Section.
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Budget Process. The City’s annual budget is prepared in accordance with the provisions of Oregon Local
Budget Law. Under the applicable provisions, there must be public participation in the budget process and the
adopted budget must be balanced. The City Council must adopt the budget no later than June 30. The annual
budget serves as the foundation for the City’s financial planning and control.

Budgetary Control. The City maintains ongoing budgetary control throughout the year using its financial
management system. Budgetary control (expenditures cannot legally exceed appropriated amounts) is established
at the department level within each fund. The City also maintains an encumbrance accounting system as one
technique of accomplishing budgetary control. Encumbered amounts lapse at year-end.

Component Unit. On November 4, 2003, Gresham voters approved the formation of the Rockwood-West
Gresham Urban Renewal Area. The Area is an urban renewal agency within the City of Gresham and was
organized to undertake projects and activities pursuant to the Rockwood-West Gresham Renewal Plan.
The Gresham Redevelopment Commission, which also serves as the Gresham City Council, oversees the 1,211-
acre area. The Area is a blended component unit of the City and is therefore, an integral part of the reporting
entity.

Factors Impacting the City’s Financial Condition

The Mayor and City Council have firmly established the City’s commitment to progressive and responsive
government. Under their direction the City continues to emphasize efficient delivery of prioritized services and
planning for a higher standard of living for residents. The continued mixed performance of economic factors at
the national and regional levels remains a challenge for the City as it works to maintain a sound financial condition
to meet the service needs of the community.

Local Economy. Local Economy: The local economy has rebounded from the worst of the pandemic
impact. However, labor shortages and inflation are working to temper growth. Inflation is a concern for local
economic growth and for the City specifically. Many City contracts, including labor union contracts, have inflation
built in inflation adjustments. The 2022 calendar year CPI-W;, rose 5.8% over the first six months of 2022. The
12 month CPI-W as of October 2022 was 8.1%.

Gresham has continued expanded programming, technical support, and outreach services in our Small
Business Center, and continues to focus on a rapid response team and expedited review timelines to support
recruitment of mid-to-large commercial projects. These and similar projects target City Council priorities to
ensure quality design, develop the City’s three town centers; Central Rockwood, Civic Neighborhood, and
Downtown, and to make Gresham the easiest and most attractive place in the region to start and grow any size
business. In addition, business support has been offered throughout the pandemic in the form of small business
grants and a technical support team through Gresham’s Small Business Center.

Employment growth is on track to add a record number of jobs this next year having already recovered most
jobs lost during the pandemic. As of June 2022, the Portland region has added 173,100 jobs since the COVID
crisis began in early 2020. This job growth represents a recovery of 100% of the jobs lost. The Oregon
unemployment rate has fallen to 3.5% (from a high of 14% in April 2020) and resulting tightness in labor market
may hamper future job gains.

Incomes for those in higher-paying industries and those with significant stock market holdings have largely
remained intact or flourished over the past two years. As a result of emerging demographic trends, and very low
interest rates the real estate market had been robust during the pandemic. However, given rising interest rates and
the corresponding increase to borrowing costs, the real estate market is expected to slow considerably in 2022



The Oregon constitution establishes a limit of 3 percent annual increase in the taxable assessed value of
existing property, the primary funding source for local government. A strong construction environment coupled
with new properties being added to the tax rolls have contributed to increases in property tax revenue; this along
with the upcoming expiration of significant Enterprise Zone abatements will continue to enhance property tax
revenue. Future revenue growth potential is being tracked closely as impacts from the pandemic on the
construction industry are analyzed.

The 2023 budget continues a strategy of cost containment and revenue enhancement combined with
maximizing innovative and ambitious strategies for quality service.

Long-term Financial Planning: The city is committed to updating and maintaining its long-term financial
forecasts on a regular basis to provide relevant financial information and long-term planning tools for the variety
of business functions that the city performs, and range in length from 5 to 20 years depending on the business
function. These plans are designed to provide enhanced fiscal sustainability for each program as well as
throughout the city.

State-wide property tax limitation measures enacted in the 1990’ continue to have a negative impact on the
General Fund balance. Over the last 5-10 years, deficits have been forecast in multiple programs. In part, this acted
as a catalyst for city leadership to take action to address the financial challenges of the city through cost
containment, strategic service reductions, and economic development efforts, in response to the limited property
tax revenue. To this end, the City continues to have a strong presence in discussions regarding property taxes at
the state legislative level and has provided information and presentations around the state.

The City has also taken actions to increase revenues in areas other than property taxes. In July 2011, the City
increased utility license fees, resulting in approximately $2.8 million per year in additional fees in the General Fund.
Additionally, the council adopted a Police, Fire, and Parks Fee, which was first effective in February 2013 and
renewed in 2014, in the amount of $7.50 per month per household, business, and industrial customer. This fee
supplements public safety and parks funding and generates $3.8 million per year. At the October 6, 2020 Council
Business Meeting, a temporary increase of $7.50 per month was approved effective January 1, 2021 thru June 30,
2022 to preserve key core services and positions affected by lost revenues due to the pandemic and subsequent
economic downturn. This temporary measure has been extended through fiscal year 2023 to allow the City to
align financial sustainability long term planning efforts with a strategic planning process led by City Council.
Additional revenue changes in the coming year are discussed in Management’s Discussion and Analysis with
information about the City’s financial condition and the next yeat’s budget and rates.

Financial Policies. The City has a series of financial policies detailed each year in the adopted budget, which
encompass debt usage, revenue sources, budgeting, and accounting, Investing and portfolio management policies
are contained in the City’s Investment Policy.

The City’s Investment Policy defines eligible types of securities and transactions with the following objectives:
preservation of capital and protection of investment principal, sufficient liquidity to meet operating needs,
diversification to avoid risks regarding security types or individual financial institutions, and maximization of risk-
optimized portfolio return throughout economic and fiscal cycles. Careful adherence to policy has protected the
City’s investments from the enormous volatility in the market particularly in the past several years. Overall, the
City’s investment portfolio continues to outperform the benchmarks established in the policy and comparable
jurisdictions on a risk adjusted basis.

Major Initiatives. The Mayor and Council’s commitment to responsive and efficient service delivery is
evidenced in the Gresham Strategic Plan. For the first time in many years the City adopted a long-term strategic
plan. The strategic plan, adopted in August of 2022, highlights five critical priorities: financial sustainability,



community safety, thriving economy, housing for all, and community vibrancy. The strategic plan is used to craft
annual action plans. The 2023 Action Plan gives each critical priority a list of projects or actions.

Significant projects in the 2023 Action Plan include items for each of the critical priorities identified in the
strategic plan. Financial sustainability projects are aligned with objectives to implement a financial road map that
supports budget need long-term, responsible care of City resources, and the goals of the strategic plan.
Community safety objectives include exploring creative ways to supply community safety that maintain core
service levels, developing a public safety relationship with the community to build rapport and trust, improve
livability and increase the community’s sense of safety and security, and enhance safety around the City’s public
infrastructure. Thriving economy objectives include, promoting economic growth by supporting business owners,
creating partnerships, and developing a strong local workforce. Housing for all objectives include, promoting and
supporting housing development that is affordable to the Gresham community across all housing types, and
providing resources to those experiencing homelessness or housing insecurity through collaboration and
partnership with other government agencies, nonprofits, and the private sector. Community vibrancy objectives
include, supporting and increasing a mix of recreational, arts, and cultural programming for youth and adults to
foster community well-being for everyone.

AWARDS AND ACKNOWLEDGEMENTS

Awards. For the 42nd consecutive year, the Government Finance Officers Association of the United States
and Canada (GFOA) awarded a Certificate of Achievement for Excellence in Financial Reporting to the City of
Gresham for its Annual Comprehensive Financial Report (ACFR) for the Fiscal Year Ended June 30, 2021. To
be awarded a Certificate of Achievement, a government must publish an easily readable and efficiently organized
ACFR that satisfies both generally accepted accounting principles and applicable legal requirements.

We believe this ACFR meets the Certificate of Achievement Program’s requirements and are submitting it to
the GFOA for review.

Acknowledgements. The preparation of the annual comprehensive financial report was made possible by
the staff of the Finance and Accounting Services division with assistance and collaboration from the Budget and
Financial Planning division. Trang Nguyen, Alyona Sultanova, Alexis Zmitrovich, Terryl Aguon, Orion Jarrell,
Melanie Wynne, Catherine Kaminski, Elizabeth McCann and Susan Brown deserve special recognition for their
work. All of the staff of the Budget & Finance Department has our sincere appreciation for their assistance and
contributions to the completion of the report.

Without the leadership and support of the City Council, preparation of the report would not have been
possible.

Respectfully submitted,

Sharron Monohon
Budget and Finance Director
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INDEPENDENT AUDITOR’S REPORT

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

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying financial statements of the governmental activities, the business-type activities,
each major fund, and the aggregate remaining fund information of the City of Gresham, Oregon, as of and for the
year ended June 30, 2022, and the related notes to the financial statements, which collectively comprise the City
of Gresham, Oregon’s basic financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the City of Gresham, Oregon, as of June 30, 2022, and the respective changes in
financial position, and, where applicable, cash flows thereof for the year then ended in accordance with accounting
principles generally accepted in the United States of America.

Basis for Opinions

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. Our responsibilities under those standards are further described in the
Auditor’'s Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of the City of Gresham, Oregon and to meet our other ethical responsibilities, in accordance with the
relevant ethical requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinions.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
accounting principles generally accepted in the United States of America, and for 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 fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about the City of Gresham, Oregon’s ability to continue as
a going concern for twelve months beyond the financial statement date, including any currently known information
that may raise substantial doubt shortly thereafter.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinions.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee
that an audit conducted in accordance with generally accepted auditing standards and Government Auditing
Standards will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control. Misstatements are considered material
if there is a substantial likelihood that, individually or in the aggregate, they would influence the judgment made by
a reasonable user based on the financial statements.

RSM US Alliance member firms are separate and independent businesses and legal entities that are responsible for their own
acts and omissions, and each are separate and independent from RSM US LLP. RSM US LLP is the U.S. member firm of RSM
International, a global network of independent audit, tax, and consulting firms. Members of RSM US Alliance have access to
RSM International resources through RSM US LLP but are not member firms of RSM International.

1"



In performing an audit in accordance with generally accepted auditing standards and Government Auditing
Standards, we:

o Exercise professional judgment and maintain professional skepticism throughout the audit.

o |dentify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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 City of Gresham, Oregon’s internal control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the City of Gresham, Oregon’s ability to continue as a going concern for a
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit, significant audit findings, and certain internal control-related matters that we identified
during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management's
Discussion and Analysis, the Schedules of Revenues, Expenditures and Changes in Fund Balances — budget and
actual of the General Fund, the Designated Purpose Fund, the System Development Charges Fund, the
Transportation Fund, (the “budgetary schedules”); the Schedule of the Changes in the City’s Total OPEB Liability
and Related Ratios Implicit Rate Subsidy Plan; the Schedule of the City’s Proportionate Share of the Net OPEB
Liability (Asset) — Oregon Public Employee’s Retirement System, Retirement Health Insurance Account; the
Schedule of the City’s Contributions — Oregon Public Employee’s Retirement System; and the Schedule of the
City’s Proportionate Share of the Net Pension Liability (Asset) — Oregon Public Employee’s Retirement System,
as listed in the table of contents, be presented to supplement the basic financial statements. Such information is
the responsibility of management and, 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 Management’s Discussion and Analysis and the pension and
OPEB schedules referred to above 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.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the City of Gresham, Oregon’s basic financial statements. The information contained in the budgetary schedules
referred to above is the responsibility of management and is derived from and relate directly to the underlying
accounting and other records used to prepare the basic financial statements. The 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 combining and individual nonmajor fund financial statements and the schedule of expenditures of
federal awards are fairly stated, in all material respects, in relation to the basic financial statements as a whole.
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Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the City of Gresham, Oregon’s basic financial statements. The accompanying combining and individual nonmajor
fund financial statements, Schedules of Revenues, Expenditures, and Changes in Fund Balances - Budget and
Actual (budgetary schedules), and schedule of expenditures of federal awards, as required by Title 2 U.S. Code of
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards, are presented for purposes of additional analysis and are not a required part of the basic financial
statements. Such information 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. The 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 combining and individual nonmajor fund financial statements and the schedule of expenditures of
federal awards are fairly stated, in all material respects, in relation to the basic financial statements as a whole.

Other Information

Management is responsible for the other information included in the annual report. The other information comprises
the introductory, statistical, and continuing disclosure sections but does not include the basic financial statements
and our auditor’s report thereon. Our opinions on the basic financial statements do not cover the other information,
and we do not express an opinion or any form of assurance thereon.

In connection with our audit of the basic financial statements, our responsibility is to read the other information and
consider whether a material inconsistency exists between the other information and the basic financial statements,
or the other information otherwise appears to be materially misstated. If, based on the work performed, we conclude
that an uncorrected material misstatement of the other information exists, we are required to describe it in our report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 30, 2022, on
our consideration of the City of Gresham, Oregon'’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 solely to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the City of Gresham,
Oregon’s 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 City of Gresham, Oregon’s internal
control over financial reporting and compliance.

Other Required Legal and Regulatory Reporting

In accordance with the Minimum Standards of Audits of Oregon Municipal Corporations, we have issued our
report dated December 30, 2022 on our consideration of the City’s compliance with certain provisions of laws and
regulations, including the provisions of Oregon Revised Statutes 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 compliance.

Isler CPA

By Gatlin Hawkins, CPA
A member of the firm
Eugene, Oregon
December 30, 2022
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MANAGEMENT’S DISCUSSION & ANALYSIS

CITY OF GRESHAM, OREGON
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2022

As the financial management of the City of Gresham, Oregon we offer readers this narrative overview
and analysis of the City’s financial activities during the fiscal year. It focuses on the year’s financial activities,
significant changes in the City’s financial position, deviations from the approved budget, and individual fund

issues.

The Management’s Discussion and Analysis (MD&A) should be read in conjunction with the
information provided in the Letter of Transmittal and the Basic Financial Statements included in the Annual
Comprehensive Financial Report (ACFR).

FINANCIAL HIGHLIGHTS

e The assets and deferred outflows of resources of the City exceeded its liabilities and deferred inflows of
resources at the close of the fiscal year by $1,005 million (net position). Of this amount, $114.0 million
in unrestricted net position (primarily intended for utility infrastructure replacement) may be used to
meet the City’s ongoing obligations to citizens and creditors.

¢ On a government-wide basis, the City’s deferred outflows of resources increased by $6.6 million
primarily due to changes in pension differences recognized through actuarial studies of the pension
system.

e On a government-wide basis, the City’s total net position increased by $33.5 million. Governmental
activities showed an increase of $26.2 million, primatily the result of a reduction in pension expense of
$15.0 million across several functions, $5.7 million in reduced spending on urban renewal projects, and
$8.8 million increased transfers out to business type activities. Business-type activities net position
increased by $7.4 million due to increased volumes and containing costs and increased transfers from
system development charges.

e On a fund basis, the City’s governmental funds reported combined ending fund balances of $145.4
million, a $12.7 million increase from the prior year primarily due to debt issuance and increased charges
for services revenue while continuing to maintain service levels and contain costs.

e Atyear-end, the unassigned fund balance for the General Fund was $36.8 million or 50.9% of General
Fund operating expenditures during the year. The fund balance for the General Fund includes amounts
due from other funds. The ratio is up from 42.4% in the prior year.

e Long term liabilities in the City decreased by $3.2 million primarily due to decreases in net pension liability,
offset by debt issuance and debt repayment. Long term liability levels in the City decreased by $39.2
million for governmental activities and increased by $36.0 million for business-type activities. Increases
include the issuance of a $30.0 million Note Payable, Revenue Bonds of $41.5 million, draws of $3.9
million on the City’s Line of Credit, and a $6.0 million Gresham Redevelopment Commission Note
issuance, and were offset by a $53.0 reduction in the Net Pension Liability and regularly scheduled debt

payments.
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CITY OF GRESHAM, OREGON

OVERVIEW OF THE FINANCIAL STATEMENTS
Report Layout

This discussion and analysis is intended to serve as an introduction to the City’s basic financial statements.
The basic financial statements are included within the financial section of the ACFR and are comprised of
three components: 1) government-wide financial statements, 2) fund-based financial statements, and 3) notes
to the financial statements. The financial section also contains supplementary information.

The graphic below is provided to help in understanding how the financial section is presented and to
direct the reader to the pages where specific components can be found.

Management’s discussion and analysis
(required supplementary information)
(pages 15-28)

( I

Government-wide Governmental fund Proprietary fund
financial statements financial statements financial statements
(pages 31-33) (pages 34-40) (pages 40-43)

Notes to the financial statements
(pages 44-82)

\ I
Required and other

supplementary information
(pages 83-170)

Basic Financial Statements

Government-wide Financial Staterments

The government-wide financial statements are designed to provide readers with a broad overview of the
City’s finances, in a manner similar to a private-sector business.

The statement of net position presents information on all of the City’s assets and liabilities, 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 City is improving or deteriorating;

The statement of activities presents information showing how the City’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 (for example,
uncollected taxes and earned but unused compensated leave).

Both of the government-wide financial statements distinguish functions of the City 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). The governmental activities include General Government (administration and support services),
Public Safety, Transportation, Urban Design and Planning, Development Services, Economic Development
Services, Environmental Services (Solid Waste), Parks Operations, and Urban Renewal. The business-type
activities include Water, Stormwater, and Wastewatet.
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MANAGEMENT’S DISCUSSION & ANALYSIS

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities. The City, like other state and local governments, uses fund accounting to
ensure compliance with finance-related legal requirements. All of the funds of the City are 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 spendable
resources, as well as balances of those resources available at the end of the fiscal year. Such information may
be useful in evaluating a government’s near-term financial 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 as governmental activities. By doing so, readers may better understand the long-term
impact of the government’s near-term funding decisions. Both the governmental fund balance sheet and the
governmental fund statement of revenues, expenditures, and changes in fund balances provide a
reconciliation to facilitate this comparison between governmental funds and governmental activities.

The City reports information separately in the governmental funds balance sheet and in the
governmental funds statement of revenues, expenditures, and changes in fund balances for the General
Fund, Designated Purpose Fund, System Development Charges Fund, Transportation Fund, General
Government Debt Service Fund, and GRDC Rockwood Debt Service Fund, all of which are considered
major funds under Generally Accepted Accounting Principles. Data from the City’s other governmental
funds are aggregated into a column titled “Nonmajor Governmental Funds.”

Proprietary funds are classified as enterprise funds and internal service funds. Enterprise funds are used
to report the same functions presented as business-type activities in the government-wide financial
statements. Internal service funds are used to accumulate and allocate costs internally among the City’s various
functions. The City uses internal service funds to account for its facilities and fleet services, workers’
compensation and liability reserves, health and dental reserves, equipment replacement reserves, legal
services, and general management and administration.

Proprietary funds provide the same type of information as the government-wide financial statements,
only in more detail. The proprietary fund financial statements provide separate information for water,
stormwater, and wastewater operations, all of which are accounted for as major funds. The internal service
funds are aggregated into one column and presented in the proprietary fund financial statements.

Fiduciary funds are used to account for resources held for the benefit of parties outside the government.
Fiduciary funds are not reflected in the government-wide financial statements because the resources of those
funds are not available to support the City’s own programs. The accounting used for fiduciary funds is much
like that used for proprietary funds. At this time the City does not have any fiduciary funds to report.

Notes to the Financial Statements and Supplementary Information

The notes provide additional information that is essential to a full understanding of the data provided in
the financial statements. Combining statements and budgetary comparison schedules are presented for all
governmental funds, enterprise funds, internal service funds, and fiduciary funds as supplementary
information immediately following the notes to the financial statements.

GOVERNMENTWIDE FINANCIAL ANALYSIS

The following paragraphs provide an analysis of the City’s overall financial position and results of
operations. To reduce complexity, dollar amounts are presented in millions. Insignificant rounding difference
may exist between amounts presented here and amounts presented in the financial statements.
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CITY OF GRESHAM, OREGON

Financial Position

As mentioned eatlier, net position serves as a useful indicator of a government’s financial position. The
following table shows a summary of the statements of net position at fiscal year-end and for the previous
year-end:

Deferred outflow related to pension/OPEB 417 37.7 7.2 46 489 42.3

LIABILITIES
Currentand other liabilites 55.6 53.3 6.5 18.5 62.1 71.8
Long-term liabilities 126.7 165.9 64.5 285 191.2 194 .4
Total liabiliies 182.3 219.2 71.0 47.0 2533 266.2

DEFERRED INFLOWS OF RESOURCES

Deferred inflows related to pensions/OPEB 61.0 10.4 10.4 1.6 714 12.0
NET POSITION

The City ended the year with $1,004.9 million in total net position. Approximately 80% of that amount
reflects the City’s investment in capital assets (land, infrastructure, buildings, improvements, machinery and
equipment) less any related outstanding debt used to acquire those assets. The City uses capital assets to
provide services to citizens; consequently, these assets are not available for future spending, Another 9% of
the City’s net position is subject to external restrictions on how they may be used. This category includes
restrictions for the purchase and construction of growth-related infrastructure systems, transportation
system construction and maintenance, utility systems rate stabilization and debt requirements, and building
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MANAGEMENT’S DISCUSSION & ANALYSIS

reviews and inspections. The remaining 11% of net position, referred to as unrestricted, may be used to meet
ongoing obligations to citizens and creditors. The majority of these funds are intended for longer-term utility
system infrastructure replacement and maintenance.

During the fiscal year, the overall financial position of the City improved. This is primarily attributable
to changes in the net pension liability and other long-term debt. A more detailed analysis of both
governmental and business-type net position follows.

Governmental Activities. Total net position of governmental activities increased 4.1% or $26.2 million.
Current and other assets (primarily cash and investments) increased by $31.2 million. The increase in working
capital is a result of debt proceeds issued but not yet spent during the fiscal year.

The City added $21.3 million in governmental capital assets during the year. However, this was offset by
depreciation of $16.5 million of which, depreciation on infrastructure comprised $12.1 million. The net
effect to capital assets is an increase of $4.7 million. See the notes to the financial statements for more
detailed information on capital assets and leases.

Current liabilities increased by $2.3 million primarily due to an increase in unearned revenue associated
with the America Recovery Plan Act (ARPA) receipts that have not been expended, offset by reduced
balances in bonds and notes payable due within one year. Long term liabilities decreased by $39.2 million
primarily due to the $46.7 million decrease in the actuarial determined net pension liability. Debt issued
during the year offset a decrease in long term debt due to payments. See the notes to the financial statements
for more detailed information on debt and pension liabilities.

Business-type Activities. Total net position of business-type activities increased 2.1% or $7.3 million.
Current and other assets increased by $26.4 million. This change was primarily due to debt proceeds from
revenue bonds that have not yet been spent.

Business-type activities added $22.5 million in capital assets. As discussed in the Capital Asset section,
this investment was primarily for utility infrastructure with some equipment purchases. Depreciation on utility
systems capital assets was $10.2 million for the year. The net effect of capital asset activity was an increase
of $11.1 million and reflects business type activities adding new infrastructure in addition to replacement of
existing depreciated infrastructure.

Long-term liabilities of business-type activities increased by a net