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GROVE, MUELLER & SWANK, P.C.
OO O |

CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS
475 Cottage Street NE, Suite 200, Salem, Oregon 97301
(503) 581-7788

INDEPENDENT AUDITOR’S REPORT

Board of Directors
Lake Oswego School District No.7J
Clackamas County, Oregon

We have audited the accompanying financial statements of the governmental activities, the discretely presented
component unit, each major fund and the aggregate remaining fund information of Lake Oswego School District
No.7J, Clackamas County, Oregon (the District) as of and for the year ended June 30, 2010, which collectively
comprise the District's basic financial statements as listed in the table of contents. These financial statements are
the responsibility of the District’s management. Qur responsibility is to express opinions on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for
our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the discretely presented component unit, each major fund, and the
aggregate remaining fund information of the District as of June 30, 2010, and the respective changes in financial
position thereof for the year then ended in conformity with accounting principles generally accepted in the United
States of America.

In accordance with Government Auditing Standards, we have also issued our report dated December 22, 2010 on
our consideration of the District'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 and
should be considered in assessing the results of our audit.



Accounting principles generally accepted in the United States of America require that the management's discussion
and analysis and schedule of funding progress for other postemployment benefits 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 Hmited
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 District's financial statements as a whole. The schedule of revenues, expenditures, and changes in fund balance
- budget and actual - General Fund and Grants Fund, the supplementary information, and the statistical section
listed in the table of contents are presented for purposes of additional analysis and are not a required part of the
financial statements. The accompanying 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 financial statements. The
schedule of revenues, expenditures, and changes in fund balance - budget and actual - General Fund and Grants
Fund, supplementary information 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
financial statements. The information has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in the United States
of America. In our opinion, the information is fairly stated in all material respects in relation to the financial statements as
a whole. The schedule of funding progress for other postemployment benefits, and statistical section 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 it.

GROVE, MUELLER & SWANK, P.C.
CERTIFIED PUBLIC ACCOUNTANTS

Charles A. Swank, A Shareholder
December 22, 2010




LAKE OSWEGO SCHOOL DISTRICT NO. 7J, CLACKAMAS COUNTY, OREGON
Management’s Discussion And Analysis

As management of the Lake Oswego School District No. 7J, Clackamas County, Oregon (Lake Oswego School District
or the District), we offer readers this narrative overview and analysis of the financial activities of the Lake Oswego
School District for the fiscal year ended June 30, 2010.

Financial Highlights

» The net assets of Lake Oswego School District in the government-wide financial statements were $21,436,411 at
June 30, 2010. Of'this amount, $27,213,484 is invested in capital assets, net of related debt, $259,598 is restricted
to the payment of the District’s general obligation bonded debt, and the remainder, ($6,036,671), is unrestricted.

» Net assets increased by $3,899,267 from the prior year, due primarily to cost reductions and other measures
implemented in preparation for the significant decline in state resources caused by the 2008-2009 recession.

* At June 30, 2010 the District’s governmental funds reported combined ending fund balances of $10,208,984.
$2,626,159 of this fund balance is reserved for capital projects and $143,387 was reserved for debt service and
therefore not available to meet the general obligations of the District.

* AtJune 30,2010, the General Fund had an unreserved fund balance of $5,161,551, an increase of $2,558,974 from
the prior year’s fund balance of $2,602,577. This increase was due primarily to cost reductions and other measures
implemented in response to the 2008-09 recession and greater than anticipated property tax revenues in the 2009-10
fiscal year. In response to continued declines in state funding, the District aggressively reduced costs heading into
the 2009-10 fiscal year, and again in 2010-11. Additional information on state funding and the District’s response
can be found in the Economic Factors and Next Year’s Budgets discussion near the end of this analysis.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Lake Oswego 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,

» The statement of net assets presents information on all of the District’s assets and Habilities, with the difference
between the two reported as net assets. Over time, increases or decreases in net assets may serve as a useful
indicator of whether the financial position of the Lake Oswego School District is improving or deteriorating.

* The statement of activities presents information showing how the District’s net assets changed during the most
recent fiscal year, All changes in net assets 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, Lake Oswego School District has governmental activities, which include instruction, supporting services,
facilities acquisition, community services, and debt service. Lake Oswego School District currently does not have any
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business-type activities.
The government-wide financial statements can be found on pages 12 - 13 of this report.

Fund Financial Statements are designed to demonstrate compliance with finance-related legal requirements overseeing
the use of fund accounting. A find 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 Lake Oswego School District are
governmental 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 changes in fund balances provide a reconciliation to facilitate this
comparison between governmental funds and governmental activities.

Lake Oswego School District maintains three different individual major governmental funds. Information is presented
separately in the governmental fund balance sheet and the governmental fund statement of revenues, expenditures, and
changes in fund balances for the General Fund, the Grants fund, the Debt Service Fund, and the Capital Projects Fund,
all of which are considered to be major funds. Data from the other four governmental funds are combined into a single,
aggregated presentation. Individual fund data for each of these non-major governmental funds at the fund appropriation
level is provided in the form of combining statements elsewhere in this report,

Lake Oswego School District adopts an annual appropriated budget for all of its funds. A budgetary comparison
statement has been provided for each fund, individually presented to demonstrate compliance with their budgets.

The basic governmental fund financial statements can be found on pages 14 - 17 of this report.

Notes To The Financial Statements provide additional information that is essential to a full understanding of the data
provided in the government-wide and fund financial statements. The notes to the financial statements can be found on
pages 18 - 38 of this report.

The Combining Statements referred to earlier in connection with non-major governmental funds are presented
following the notes to the financial statements and required supplementary information along with individual fund
schedules.



Government-Wide Financial Analysis
Net assets. As noted earlier, net assets may serve over time as a useful indicator of the District’s financial position. In

the case of Lake Oswego School District, assets exceeded liabilities by $21,436,411 at the close of the most recent fiscal
year. A condensed Statement of Net Assets for the current and prior fiscal year-end follows;

Total School District Governmental

Activities
2010 2009

Assets
Current and Other Assets $ 21,549,482 $ 15,731,843
Net Prepaid Pension Obligations and Costs 28,426,328 30,005,654
Net Capital Assets 106,630,969 106,989,475

Total Assets 156,606,779 152,726,972
Liabilities
Long-Term Debt Obligations 125,373,373 123,225,072
Other Liabilities . 9,796,995 11,964,756

Total Liabilities 135,170,368 135,189,828
Net Assets

Invested in Capital Assets,

Net of Retated Debt 27,213,484 26,223,166
Restricted 259,598 29,934
Unrestricted {6,036,671) {8,715,956)

Total Net Assets $ 21,436,411 $ 17,537,144

Current and other assets and long-term obligations have increased due primarily to funds borrowed for certain capital
projects, but also due to the cost reduction measures enacted as noted above in preparation for continuing declines in
state funding in the wake of the 2008-09 economic recession. Net prepaid obligations and costs decreased due to the
normal amortization of these items. These assets represent the unamortized portion of the District’s prepaid pension
obligations and bond issuance costs recorded as a result of the financing of a portion of the District’s PERS Unfunded
Actuarial Liability (UAL) as more fully discussed in the footnotes at page 23.

Other liabilities have decreased due primarily to utilization of state funds advanced prior to expenditure in years prior to
June 30, 2009, Eligible costs were incurred during the year ended June 30, 2010, therefore allowing for the recognition
of those funds as revenue in fiscal year 2010,

By far the largest portion of the District’s net assets reflect its investment in capital assets (e.g., land, buildings,
vehicles, and equipment), less any related debt used to acquire those assets that is still outstanding. The District uses
these capital assets for classrooms and supporting services for providing K-12 education; consequently, these assets are
not available for future spending, Although the District’s investment in capital assets is reported net of related debt, it
should be noted that the resources needed to repay this debt must be provided from other sources, since the capital
assets themselves cannot be used to liquidate these liabilities, The source is primarily property taxes levied for debt
service.

As previously noted, the District’s net assets increased by $3,899,267 during the current fiscal year, This increase was
due primarily to cost cutting measures as discussed above.



At the end of the current fiscal year, Lake Oswego School District’s unrestricted net assets shows a deficit balance of
(86,036,671). The government-wide statement of net assets recognizes a lability as soon as an obligation is incurred,
even though the payment may not be made until some future period. As governments tend to raise resources when the
liabilities are expected to be paid rather than when they are incurred, most governments do not have sufficient current
resources to cover long-term liabilities. This is the case for Lake Oswego School District.

The revenues and expenses shown below explain changes in net assets for the fiscal years 2010 and 2009.

Total School Total School
District District
Governmental Percentage Governmental Percentage
Changes in Net Assets Activities of Total Activities of Total
2010 2009
Revenues
Program Revenues
Charges for Services $ 7,836,010 10.42% § 7,468,239 10.37%
Grants and Contributions 4,043,570 6.57% 4,496,428 6.24%
Total Program Revenues 12,779,580 16.99% 11,964,667 16.61%
General Revenues
Property Taxes 40,042,039 53.26% 38,433,857 53.35%
State Revenue Sharing 21,019,447 27.96% 21,092,574 29.28%
Other Federal, State and Local Sources 137,787 0.18% 158,236 0.22%
Investment Barnings 109,776 0.15% 389,664 0.54%
Recovery of Prior Year Expenses 1,100,600 1.46% - 0.00%
Total General Revenues 02,409,049 83.01% 60,074,331 83.39%
Total Revenues 75,188,629 100.00% 72,038,998 100.00%
Expenses
Instruction 36,706,247 51.49% 37,788,701 51.39%
Support Services 19,198,235 26.93% 19,884,458 27.03%
Community Services 4,417,171 6.20% 4,275,200 581%
Facilities Acquisition 489,528 0.69% 851,635 1.16%
Depreciation and Amortization 4,205,916 5.90% 4,199,001 5.71%
Interest on Long-Term Debt 6,272,265 8.79% 6,554,420 8.90%
Total Expenses 71,289,362 100.00% 73,554,315 100.00%
Change in Net Assets 3,899,267 (1,515,317
Net assets - Beginning 17,537,144 19,052,461
Net assets - Ending $ 21,436,411 $ 17,537,144

Revenues. Since the District’s mission is to provide a free and appropriate public education for K-12 students within its
boundaries, the District may not charge for its core services. Therefore, as expected, general revenues provide over
80% of the funding required for governmental programs. Property taxes and State School Fund combined account for
98% of general revenues and over 81% of total revenues. Charges for services are only 10.42% and 10.37% of total
revenues for the 2010 and 2009 fiscal years, respectively, and are comprised of the following items for which it is
appropriate to charge tuition or fees:



2010 2009

. Community services charges for earichment and extended day care programs $ 2601917 $§ 2,464,158
. Food services charges not only for lunch and breakfast, but also for catering and
contract services 1,154,996 1,230,145
. Tuition and fees are charged for participation in various extra-curricular activities
and out-of-district students 4,079,097 3,773,936
Total Charges for Services: 3 7,836,010 $ 7,468,239

Food service charges decreased again in fiscal year 2010 due to lower fee-paying participation, which we believe is
directly attributable to the recession as well as slightly lower enrollment. Tuition and fees increased due to successful
marketing efforts to attract tuition-paying students. Grants and contributions represent 6,57 % and 6.24% of total
revenues for the 2010 and 2009 fiscal years, respectively. Included in this category is $367,589 and $305,927 for
federal reimbursement and subsidy under the school lunch program for the 2010 and 2009 fiscal years, respectively.
Other federal, state, and other grants for designated programs totaled $2,147,408 and $1,621,201, respectively, with the
increase due to additional federal stimulus funding restricted to services for students with special needs. The balance is
comprised primarily of contributions through the Lake Oswego School District Foundation and donations through each
school’s booster organization.

Expenses, Expensesrelated to governmental activities are presented in five broad functional categories. Costs of direct
classroom instruction activities account for 50% or more of the total expenses of $71,289,362 and $73,554,315 for the
2010 and 2009 fiscal years, respectively. In addition, approximately half of the costs in supporting services relate to
students, instructional staff and school administration.

Total and Net Cost of Governmental Activities

Total Cost of Net Cost of Total Cost of Net Cost of

Services Services Services Services
2010 2010 2009 2009
Instruction g 36,706,247 3 29,825,267 3 37,783,701 $ 31,349,634
Support Services 19,198,235 18,123,367 19,884,458 18,794,544
Community Services 4,417,171 286,669 4,275,200 274,972
Facilities Acquisition 489,528 {39,630) 851,635 566,743
Depreciation and Amortization 4,205,916 4,205,916 4,199,901 4,199,901
Interest on Long-Term Debt 6,272,265 6,108,193 6,554,420 6,403,854
Total $ 71,289,362 $ 58,509,782 $ 73,554,315 3 61,589,648

Total and net costs in instruction and supporting services decreased due to the cost cutting measures noted earlier.
Community services costs increased due to normal inflation and minor growth in certain programs. Facilities
acquisition costs decreased in fiscal year 2010 due primarily to reimbursements of costs incurred in prior years. Interest
on long-term debt expenses decreased $282,155 over the same period due to the normal pay-down of the District’s
interest bearing obligations.



Financial Analysis of the District’s Funds

As noted earlier, the District uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements. The focus of the District’s governmental funds is to provide information on near-term inflows, outflows,
and balances of spendable resources. Such information is useful in assessing the District’s financing requirements, In
particular, unreserved fund balance may serve as a useful measure of the District’s net resources available for spending
at the end of the fiscal year.

As of June 30, 2010, the District’s governmental funds reported combined ending fund balances of $10,208,984. Of
this amount, $2,626,159 was related to debt-financed capital projects and is not available to meet general obligations of
the District. Additionally, $143,387 is reserved for payment of the District’s general obligation bonded debt and
$136,851 is reserved for inventory for use by various funds. While $2,141,036 is unreserved in the Special Revenue
Funds, the majority of which is the fund balance for the Student Activity Fund, these fund balances are committed to
programs congruent with the nature of the special revenue source. The remaining $5,161,551 constitutes unreserved
Jund balance, which is available for spending at the District’s discretion.

The General Fund is the chief operating fund of the District. At the end of the current fiscal year, unreserved fund
balance of the General Fund was $5,161,551, an increase of $2,558,974 from the prior year. This planned increase was
due primarily to the cost reduction measures discussed earlier as well as property tax coliections that were stronger than
expected.

The Debt Service Fund had an ending fund balance of $143,387 available for future general obligation bonded debt
service. Property taxes are the primary revenue source and are relatively stable, so taxes are levied at the minimum
amount sufficient for meeting current debt service obligations,

The Capital Projects Fund had an ending fund balance of $2,626,159 for capital projects in progress that will be
completed in fiscal year 2011.

Governmental Funds Budgetary Highlights

Differences between the original budget and the final amended budget were composed of two supplemental budget
appropriations totaling $2,100,000 in the Capital Projects Fund and $215,000 in the Special Revenue Grants Funds and
a $200,000 reallocation from the General Fund’s operating contingency to transfers to other funds.

Capital Asset and Debt Administration

Capital assets. The District’s investment in capital assets for its governmental activities as of June 30, 2010, amounts
to $106,630,969 (net of accumulated depreciation). This investment in capital assets includes land and land
improvements, buildings and improvements, equipment and furniture, and construction in progress. The District’s
investment in capital assets for the current fiscal year decreased by .34% due to normal depreciation.



























































































































LAKE OSWEGO SCHOOL DISTRICT NO.7J

DETAILED SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE -
BUDGET AND ACTUAL (BUDGETARY BASIS) - GENERAL FUND (Continued)

YEAR ENDED JUNE 30, 2010

Debt Service $ - $ - % - % - 8 -

Operating Contingency - - “ -

Total Expenditures $ 30,208,026  $ 12529774 $ 5890201 § 1,096273 § 178418

Excess of Revenues Over, (Under) Expenditures

Other Financing Sources, (Uses):
Transfers Oug

Total Other Financing Sources, {Uses)

Net Change in Fund Balance
Beginning Fund Balance

Ending Fund Balance

(1) Appropriation Level



$§ 2572666 § 2,572,666 § 2,550,000 § 2,550,000 (1) $ {22,666)
- - 500,000 300,000 (1) 300,000

$ 2,870,818 52,863,510 57,416,000 57,216,000 4,352,489
2,861,547 (2,800,600) (2,600,000) 5,461,547

(302,573} (200,000) (400,000 97,427

(302,573) (200,0600) (400,000) 97,427

2,558,974 (3,000,000) (3,000,000) 5,358,974

2,602,577 3,000,000 3,000,000 (397.423)

§ 5,161,551 § - 8 - 5,161,551
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LAKE OSWEGO SCHOOL DISTRICT NO.7J
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -
BUDGET AND ACTUAL (BUDGETARY BASIS) - GRANTS FUND

YEAR ENDED JUNE 30, 2010

REVENUES:
Local Sources:
Contributions and Donations
Intermediate Sources:
Grants-In-Aid
State Sources:
Grants-In-Aid
Federal Sources:
Grants-In-Aid

Total Revenues

EXPENDITURES:
Instruction:

Regular Programs:
Primary, K-3 Instruction

Speciai Programs:
More Restrictive Programs
Less Restrictive Programs
Title I Programs
Other Programs

Total Instruction

Support Services:
Students:
Guidance Services
Psychological Services
Service Direction, Student Support
Instructional Staff:
Improvement of Instruction
Student Assessment
Central Activities:
Indirect Costs

Total Support Services
Facilities acquisition and service direction
Debt Service - Interest

Total Expenditures
Excess of Revenues Over, (Under) Expenditures

Other financing sources;
Transfers in

Beginning Fund Balance

Ending Fund Balance
(1) Appropriation Level

Detail by Object

EMPLOYEE PURCHASED SUPPLIES &
SALARIES BENEFITS SERVICES MATERIALS
$ - 3 - 8 - -
400,874 197,740 405 7,043
305,381 157,959 818 58,614
119,035 54,349 1,202 5,255
(10) - - (150

$ 825280 § 410,048 § 2,425 70,762
106,257 35,678 - -
130,360 61,632 6,992 10,571
99,265 26,830 9,877 11,030

- - 52,160 -

335,882 124,140 69,029 21,601

- - 324
$ 1,161,162 § 534,188 % 71,778 92,363




ORIGINAL FINAL VARIANCE TO

ACTUAL BUDGET BUDGET FINAL BUDGET
b - § 4,000 § 4,000 b (4,000)
92,044 21,000 21,000 71,044
- 30,000 245,000 (245,000)
2,055,364 2,519,000 2,519,000 (463,636)
2,147,408 2,574,000 2,789,000 {641,592)
Detail by Object
CAPITAL OTHER
OUTLAY OBJECTS
3 - 8 - - 155,000 155,000 155,000
6,155 - 612,217 - - (612,217)
9,680 - 532,452 - . (532,452)
- - 179,841 225,000 225,000 45,159
- - (160) 1,530,000 1,530,000 1,530,160
¥ 15,835 % - 1,324,350 1,910,000 1,910,000 (1) 585,650
3,509 - 3,509 22,000 22,000 18,491
689 - 142,624 - - (142,624)
- 209,555 421,000 421,000 211,445
- - 147,002 73,000 73,000 (74,002)
- . - 12,500 12,500 12,500
- - 52,160 54,500 54,500 2,340
4,198 - 554,850 583,000 583,000 (1) 28,150
186,198 - 186,522 - 215,000 (D) 28,478
- 82,000 £2,009 81.000 81,000 (1) (1,009
$ 206231 § 82,009 2,147,731 2,574,000 2,789,000 641,269
(323) - - (323)
323 - - 323
3 - $ - $ - $ -
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LAKE OSWEGQ SCHOOL DISTRICT NO.7J
SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE -

BUDGET AND ACTUAL (BUDGETARY BASIS) - DEBT SERVICE FUND

YEAR ENDED JUNE 30, 2010

ORIGINAL FINAL VARIANCETO
ACTUAL BUDGET BUDGET FINAL BUDGET
REVENUES:
Local Sources:
Taxes-Current Levy $ 7,078,712 $ 7,075,000 $ 7,075,000 b3 3,712
Taxes-Prior Levies : 247,494 165,000 165,000 82,494
Earnings on Investments 16,791 25,000 25,000 (8,209)
Total Revenues 7,342 997 7,265,000 7,265,000 77,997
EXPENDITURES:
Debt Service:
Long-Term Debt Service:
Redemption of Principal 3,380,000 3,380,000 3,380,000 -
Interest 3,849,284 3,850,000 3,850,000 716
Total Expenditures 7,229,284 7,230,000 7,230,000 (1) 716
Excess of Revenues Over, (Under) Expenditun: 113,713 35,000 35,000 78,713
Beginning Fund Balance 29,674 115,000 115,000 {85,326)
Ending Fund Balance $ 143,387 3 150,000 ¥ 150,000 $ (6,613)

(1) Appropriation Level
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LAKE OSWEGO SCHOOL DISTRICT NO.7J

SCHEDULE OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE -
BUDGET AND ACTUAL (BUDGETARY BASIS) - CAPITAL PROJECTS FUND

YEAR ENDED JUNE 30, 2010

REVENUES:
Local Sources:
Interest Income
Contributions and Miscellaneous
Intermediate Sources:
SB 1149 Energy Program

Total Revenues

Detail by Object

SALARIES EMPLOYEE PURCHASED SUPPLIES & CAPITAL OTHER
BENEFITS SERVICES MATERIALS QUTLAY OBJECTS

EXPENDITURES:
Instruction $ - $ - $ - $ - $ - b -
Support Services - - - - - -
Facilities Acquision and Service Direction 1,203 185 304,799 75,673 1,532,266 9,925
Debt Service - - - - - 122,937
Operating Contingency - - - - - .
Total Expenditures $ 1,203 3 185 $ 504,799 $ 75,673 $ 1,532,266 $ 132,862

Excess of Expenditures Over Revenues

Other Financing Sources and (Uses):
Proceeds from Issuance of Long-term Debt
Transfers Out

Net Other Financing Sources (Uses)

Excess of Expenditures Over Revenues and Other Financing Sources
Beginning Fund Balance

Ending Fund Balance

(1} Appropriation Level



ORIGINAL FINAL VARIANCE TO
ACTUAL BUDGET BUDGET FINAL BUDGET
$ 1,377 $ 20000 § 20,000 $ (18,623)
14,292 - - 14,292
59,723 685,000 685,000 (625,277)
75,392 705,000 705,000 (629,608)
- 1 1 (1) 1
- 1 1 (1) 1
2,124,051 905,000 3,005,000 (1) 880,949
122,937 125,001 125,001 (1) 2,064
- 250,000 250,000 (1) 250,000
2,246,988 1,280,003 3,380,003 1,133,015
(2,171,596) (575,003) (2,675,003) 503,407
5,597,820 - 2,100,000 3,497,820
- (2) 2) 2
5,597,820 2) 2,099,998 3,497,822
3,426,224 (575,005) (575,005) 4,001,229
(800,065) 575,005 575,005 (1,375,070)
$ 2626159 $ -8 - $ 2,626,159
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LAKE OSWEGO SCHOOL DISTRICT NO.7J
COMBINING BALANCE SHEET - NONMAJOR GOVERNMENTAL FUNDS
JUNE 30, 2010

SPECIAL REVENUE FUNDS
TOTAL
COMMUNITY COMMUNITY STUDENT FOOD NONMAJOR
CONTRIBUTIONS SERVICES ACTIVITY SERVICE GOVERNMENTAL
FUND FUND FUND FUND FUNDS
ASSETS:
Cash $ - 3 300 § 1,928,746 5 150 3 1,929,196
Interfund Receivables 969,973 184,070 - 206,165 1,560,208
Accounts Receivable 209,662 - - 23,373 233,035
Inventory of Supplies - - - 26,108 26,108
Total Assets $ 1,179,635 5 384,370 $ 1,928,746 § 255,796 3 3,748,547
LIABILITIES AND FUND BALANCES:
Liabilities:
Accrued Payroll and Benefits $ 220,625 $ 134,313 $ - $ 100,308 i) 455,246
Accounts Payabie - . - 1,100 1,100
Deferred Revenue 875,000 250,057 - - 1,125,057
Total Liabilities 1,095,623 134,313 - 101,408 1,581,403
Fund Balances: ‘
Reserved for Inventory of Supplies - - - 26,108 26,108
Designated for Subsequent
Years' Expenditures 84,010 - 1,928,746 128,280 2,141,036
Total Fund Balances 84,010 - 1,928,746 154,388 2,167,144
Total Liabilities
and Fund Balances $ 1,179,635 $ 134313 $ 1,928,746 $ 255,796 3 3,748,547

S 47 -



LAKE OSWEGO SCHOOL DISTRICT NO.7J
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -
NONMAJOR GOVERNMENTAL FUNDS

YEAR ENDED JUNE 30, 2010

SPECIAL REVENUE FUNDS

TOTAL
COMMUNITY COMMUNITY STUDENT FOOD NONMAIJOR
CONTRIBUTIONS  SERVICES ACTIVITY SERVICE GOVERNMENTAL
FUND FUND FUND FUND FUNDS
REVENUES:

Local Sources: $ 1,977,796 $ 2,601,917 2,558,547 $ 1,154,996 $ 8,293,256

State Sources - - - 13,612 13,612

Federal Sources - - 367,589 367,589

Total Revenues 1,977,796 2,601,917 2,558 547 1,536,197 8,674,457
EXPENDITURES:

Current:

Instruction 1,599,378 - 2,115,163 - 3,714,541
Support Services 47,444 - - - 47,444

Enterprise and
Community Services - 2,791,480 - 1,554,217 4,345,697
Capital Outlay 248,588 - - - 248,588
Debt Service 83,200 58,238 - 42,429 183,867
Total Expenditures 1,978,610 2,849,718 2,115,163 1,596,646 8,540,137

Excess of Revenues Over,

{Under) Expenditures (8i4) (247.801) 443,384 (60,449) 134,320
Other Financing Sources:

Proceeds from Issuance of

Long-Term Debt - - - 128,280 128,280

Sales/compensation for loss of

capital assets - - - 6,000 6,000
Transfer In - 247,801 - 54,449 302,250
Total Financing Sources - 247,801 - 188,729 436,530

Excess of Revenues and Other

Sources Over, (Under)

Expenditures (814) - 443,384 128,280 570,850
Increase {Decrease) in Inventories - - - {41,392) (41,392
Beginning Fund Balance 84,824 - 1,485,362 67,500 1,637,686
Ending Fund Balance $ 84,010 3 - i 1,928,746 3 154,388 3 2,167,144
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LAKE OSWEGO SCHOOL DISTRICT NO.7J

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE -
BUDGET AND ACTUAL (BUDGETARY BASIS} - COMMUNITY CONTRIBUTIONS FUND
YEAR ENDED JUNE 30, 2010

REVENUES;
Local Sources:
Contributions and Donations

Total Revenues

Detail by Object

EMPLOYEE PURCHASED SUPPLIES &
SALARIES BENEFITS SERVICES  MATERIALS

EXPENDITURES:
Instruction:
Regular Programs:
Primary K-3 $ 382,702 % 135945 % 4,103 8§ 7,170
Intermediate Programs 276,656 108,035 - 33,540
Jr. High Programs 161,037 58,650 - 5,579
High School Programs 283,842 109,934 - 24,775
High School Extra-curricular - - 1,200 4,749
Other Special Programs - - - 1,461
Total Instruction 1,104,237 412,564 5,303 77,274
Support Services:
Pupils:
Improvement of Instruction - - - -
Instructional Staff and Educational Media - - . 6,171
School Administration - Office of the Principal - - 16,864 6,573
Business:
Operation and Maintenance - - - 17,836
Total Support Services - - 16,864 30,580
Facilities Acquisition and Construction - - - -
Debt Service - - - -
Total Expenditures $ 1104237 § 412564 § 22,167  § 107,854

Excess of Revenues Over (Under} Expenditures

Begimming Fund Baiance

Ending Fund Balance

(1) Appropriation Level



ORIGINAL FINAL VARIANCE TO
ACTUAL BUDGET BUDGET FINAL BUDGET

§ 1977796 § 2,618,000 $ 2618000 3 {640,204)

1,977,796 2,618,000 2,618,000 (640,204)
Detail by Object
CAPITAL OTHER
OQUTLAY OBJECTS
$ 25487 §. - 555,407 597,500 597,500 42,093
98,462 ' - 516,693 609,500 609,500 92,807
27,903 - 253,171 357,500 357,500 104,329
96,291 - 514,842 725,500 725,500 210,658
443 - 6,392 12,000 12,000 5,608
- - 1,461 3,000 3,000 1,539
248,588 - 1,847,966 2,305,000 2,305,000 (1) 457,034
. - - 20,000 20,000 20,000
- - 6,171 45,000 45,000 38,829
. - 23,437 20,000 20,000 (3,437)
- - 17,836 80,000 80,000 62,164
- 47,444 165,000 165,000 (1) 117,556
- - - 98,000 98,600 (1) 98,000
83,200 83,200 90,000 90,000 (D) 6,800
3 248,588 % 83,200 1,978,610 2,658,000 2,658,000 679,390
{814) (40,000) {40,000) 39,186
84,824 40,000 40,000 44,824
M 84010 ¢ - 5 - 3 84,010
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LAKE OSWEGO SCHOOL DISTRICT NO.7J
SCHEDULE OF REVENUES, EXPENDI TURES AND CHANGES IN FUND BALANCES -
BUDGET AND ACTUAL (BUDGETARY BASIS) - COMMUNITY SERVICES FUND

YEAR ENDED JUNE 30, 2010

REVENUES:

Local Sources, Community Service Activities:

Community ServicesTuition
Extended Child Care Fees
Driver's Ed. Fees

Rent From School Facility
Miscellaneous

Total Revenues

EXPENDITURES:
Enterprise and Community Services
Other Enterprise:

Community Recreation:
Salaries
Employee Benefits
Purchased Services
Supplies & Materials
Capital Qutlay
Other Objects

Swim Pool:
Salaries
Employee Benefits
Purchased Services
Supplies & Materials
Other Objects

Custody and Care of Children:
Salaries
Employee Benefits
Purchased Services
Supplies & Materials
Capital Outlay

Total Enterprise and Community Services

Debt Service

Total Expenditures

Excess of Revenues Over (Linder) Expenditures

Other Financing Sources:
Transfers In

Excess of Revenues Over, {Under)
Expenditures and Other Financing Sources

Beginring Fund Balance
Ending Fund Balance

(1) Appropriation Level

ORIGINAL FINAL VARIANCE TO

ACTUAL BUDGET BUDGET FINAL BUDGET
1,382,383 1,580,000 § 1,580,000 § (197,617)
1,122,793 1,250,000 1,250,000 (127,207)
- 100,000 100,000 (160,000)
- 20,000 20,000 (20,000)
96,741 160,000 160,000 (63,259
2,601,917 3,110,000 3,110,000 (508,083)
414,853 460,000 460,000 45,147
124,680 150,000 150,000 25,320
610,500 650,000 650,000 39,500
326,362 395,000 395,000 68,638

- 5,000 5,000 5,000

4,771 10,000 10,000 5,229
116,893 125,000 125,000 8,107
16,627 39,000 39,000 22,373
100,743 160,000 160,000 59,257
11,915 30,000 30,000 18,085

- 1,000 1,000 1,000
687,301 680,000 680,000 (7,301)
282,611 365,000 365,000 82,389
30,766 40,000 40,000 9,234
63,458 80,000 80,000 16,542

. 5,000 5,000 5,000
2,791,480 3,195.000 3,195,000 (1) 403,520
58,238 40,000 40,000 (1) (18,238)
2,849,718 3,235,000 3,235,000 385,282
(247,801) (125,000) (125,000) (122,801)
247,801 125,000 125,000 122.801
- - § - s -
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LAKE OSWEGO SCHOOL DISTRICT NO.7J

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -
BUDGET AND ACTUAL (BUDGETARY BASIS) - STUDENT ACTIVITY FUND

YEAR ENDED JUNE 30, 2010

ORIGINAL FINAL VARIANCE TO
REVENUES: ACTUAL BUDGET BUDGET FINAL BUDGET
Local Sources:
Community Services Activities § 2558547 § 2,850,000 § 2,850,000 3 . {291,453)
Total Revenues 2,558,547 2,850,000 2,850,000 (291,453)
EXPENDITURES:
Instruction:
Regular Programs:
Elementary-Extra-curricular:
Supplies & Materials 273,154 350,000 350,000 76,846
Ir, High-Extra-curricular;
Supplies & Materials 298,414 400,000 400,000 101,586
High School Extra-curricular:
Supplies & Materials 1,543,595 2,200,000 2,200,000 656,405
Total Instruction 2,115,163 2,950,000 2,950,000 (1) 834,837
Excess of Revenues Over, (Under)
Expenditures 443,384 (100,000) (100,000} 543,384
Beginning Fund Balance 1,485,362 1,750,000 1,750,000 {264,638)
Ending Fund Balance $ 1,928746  § 1,650,000  § 1,650,000 3 278,746

{1} Appropriation Level
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LAKE OSWEGQ SCHOOL DISTRICT NO.7J
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -
BUDGET AND ACTUAL (BUDGETARY BASIS} - FOOD SERVICE FUND

YEAR ENDED JUNE 30, 2010

REVENUES:
Local Sources - Food Service:
Food Service Sales
Banquets & Miscellaneous

Total Local Sources - Food Service

State Sources:
State School Support - Lunch Match

Federal Sources:
National School Lunch Reimbursement
USDA Comumodities

Total Federal Sources

Total Revenues

EXPENDITURES:
Enterprise and Community Services:
Food Services:

Salaries
Employee Benefits
Purchased Services
Supplies & Materials
Capital Outlay
Other Objects

Total Enterprise and Community Service

Debt Service - Other Objects
Total Expenditures

Excess of Revenues Over,
{Under) Expenditures

Other Financing Sources:
Proceeds from Issuance of
Long-Term Debt
Sales/compensation for loss of
capital assets
Transfer In
Total Other Financing Sources

Excess of Revenue and Other Financing
Sources Over, (Under) Expenditures

Beginning Fund Balance

Ending Fund Balance

(1) Appropriation Level

ORIGINAL FINAL VARIANCE TO
ACTUAL BUDGET BUDGET FINAL BUDGET
$  L,081,3085 % 1410,000 § 1,410,000 b (328,695)
73,691 100,000 100,000 (26,309
1,154,996 1,510,000 1,510,000 {355,004)
13,612 20,000 20,000 {6,388)
290,396 225,000 225,000 65,396
77,193 95,000 95,000 (17,807}
367,589 320,000 320,000 47,589
1,536,197 1,850,000 1,850,000 {313,803)
571,991 620,000 620,000 48,009
221,818 285,000 285,000 63,182
24,972 71,000 71,000 46,028
732,639 853,000 833,000 120,361
- 30,000 30,000 306,000
2,797 6,000 6,000 3,203
1,554,217 1,865,000 1,865,000 (1) 310,783
42,429 60,000 60,000 (1) 17,571
1,596,646 1,925,000 1,925,000 328,354
(60,449) {75,000} (75,0600) 14,551
128,280 - - 128,280
6,000 - - 6,000
54,449 75,000 73,000 (20,5513
188,729 75,600 75,000 113,729
128,280 - - 128,280
3 128,280  § -3 - $ 128,280
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LAKE OSWEGO SCHQOL DISTRICT NO.7J
SCHEDULE OF BOND REDEMPTION AND INTEREST REQUIREMENTS
JUNE 30, 2010

August 4, 2005
Year Principal Interest - Total
2010-11 § 2,190,000 § 3,709,532 § 5,899,532
2011-12 2,390,000 3,589,082 5,979,082
2012-13 2,640,000 3,499,456 6,139,456
2013-14 2,925,000 3,389,686 6,314,686
2014-15 3,235,000 3,257,506 6,492,506
2015-16 3,585,000 3,089,770 6,674,770
2016-17 3,970,000 2,901,556 6,871,556
2017-18 4,375,000 2,693,132 7,068,132
2018-19 4,830,000 2,463,444 7,293,444
2019-20 5,320,000 2,209,870 7,529,870
2020-21 5,840,000 1,930,568 7,770,568
2021-22 6,380,600 1,639,970 8,019,970
2022-23 6,970,000 1,305,018 8,275,018
2023-24 7,605,000 939,094 8,544,094
2024-25 8,275,000 539,832 8,814,832
2025-26 2,555,000 105,394 2,660,394
2026-27 - - -
2027-28 - - -

$ 73,085,000 $ 37262910 § 110,347,910




PERS UAL Limited Tax Pension Bonds

PERS UAL Limited Tax Pension Bonds - 2002 Issue PERS UAL Limited Tax Pension Bonds - 2003 Issue

Principal Interest Total Principal Interest ‘ Total

$ 377,226 § 1,178,218 § 1,555,444 § 405,046 § 625,337 § 1,030,383
406,362 1,234,082 1,640,444 423,871 670,214 1,094,085
428,867 1,296,577 1,725,444 428,810 716,452 1,145,262
447,785 1,367,659 1,815,444 441,257 773,884 1,215,141
467,167 1,448,277 1,915,444 436,586 831,005 1,267,591
479,712 1,535,732 2,015,444 442,522 901,150 1,343,672
487,132 1,628,312 2,115,444 437,966 964,626 1,402,592
496,372 1,729,072 2,225,444 444,579 1,049,523 1,494,102
504,223 1,836,221 2,340,444 434,825 1,119,496 1,554,321
508,488 1,946,956 2,455,444 439,448 1,212,564 1,652,012
1,595,000 985,444 2,580,444 433,158 1,294,061 1,727,219
1,810,000 897,719 2,707,719 438,095 1,397,387 1,835,482
2,040,000 798,531 2,838,531 432,655 1,478,843 1,911,498
2,290,000 686,535 2,976,535 1,625,000 500,985 2,125,985
2,565,000 559,440 3,124,440 1,800,000 409,812 2,209,812
2,860,000 417,082 3,277,082 2,045,000 307,572 2,352,572
3,175,000 258,352 3,433,352 2,250,000 - 191,416 2,441,416
1,480,000 82,140 1,562,140 1,120,000 63,616 1,183,616

$ 22,418,334 § 19,886,349 $ 42,304,683 § 14478818 §$ 14,507,943 §% 28,986,761
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LAKE OSWEGO SCHOOL DISTRICT NO.7J
SCHEDULE OF BOND REDEMPTION AND INTEREST REQUIREMENTS (Continued)
JUNE 30, 2010

Total of all Bond Issues
Year Principal Interest Total
2010-11 $ 2,972,272 § 5,513,087 $ 8,485,359
2011-12 3,220,233 5,493,378 8,713,611
2012-13 3,497,677 5,512,485 9,010,162
2013-14 3,814,042 5,531,229 9,345,271
2014-15 4,138,753 5,536,788 9,675,541
2015-16 4,507,234 5,526,652 10,033,886
2016-17 4,895,098 5,494,494 10,389,592
2017-18 5,315,951 5,471,727 10,787,678
2018-19 5,769,048 5,419,161 11,188,209
2019-20 6,267,936 5,369,390 11,637,326
2020-21 7,868,158 4,210,073 12,078,231
2021-22 8,628,095 3,935,076 12,563,171
2022-23 9,442,655 3,582,392 13,025,047
2023-24 11,520,000 2,126,614 13,646,614
2024-25 12,640,000 1,509,084 14,149,084
2025-26 7,460,000 830,048 8,290,048
2026-27 5,425,000 449,768 5,874,768

2027-28 2,600,000 145,756 2,745,756

$ 109,982,152 $ 71,657,202 $ 181,639,354
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LAKE OSWEGO SCHOOL DISTRICT NO.7J

SCHEDULE OF PROPERTY TAX TRANSACTIONS AND BALANCES OF TAXES UNCOLLECTED -
GENERAL FUND

YEAR ENDED JUNE 30, 2010

ORIGINAL BALANCE
LEVY OR CASH UNCOLLECTED
BALANCE ADJUSTMENTS COLLECTIONS OR
TAX UNCOLLECTED DEDUCT TO ADD BY COUNTY UNSEGREGATED
YEAR July 1, 2009 DISCOUNTS ROLLS INTEREST TREASURER June 30, 2010
Current:
2009-10 $ 33,495,693 $ 806,049 % (75,742) $ 10,120 $ 31,383,316 § 1,240,706
Prior Years:
2008-09 1,377,886 {532) (24,415 52,344 858,337 548,010
2007-08 385,545 (174) (7,206) 30,548 208,206 200,854
2006-07 141,116 (100) (5,062) 22,307 93,477 64,983
2005-06 45,234 (86) (5,245) 7,490 33,325 14,241
2004.05 14,085 {59) {3,822) 1,032 1,637 9,717
2003-04 9,450 34y (1,644} 666 987 7,518
2002-03 10,540 (1} (433) 404 1,131 9,379
200102 6,539 0 (305) 347 886 5,695
2000-01 4,506 0 (19%) 247 609 3,950
1999-00 2,315 0 {103) 144 346 2,010
1998-99 1,496 0 (873 146 307 1,247
1597-98 802 0 {56) 3 6 743
1996-97 716 0 29 0 0 688
1995-96 594 0 (10) 0 0 584
1694-95 & Prior 2,305 O (15) 117 202 2,205
Total Prior 2,003,127 {985) (48,626) 115,793 1,199,456 871,824
Total $ 35,498,820 $ 805063 § (124,369) $ 125914 § 32,582,773 § 2,112,529

Note: Schedule may not foot due to rounding

RECONCILIATION TO REVENUE:

3 32,582,773
Cash Collections by County Treasurers Above
Accrual of Current Receivables:
June 30, 2010 195,132
June 30, 2009 (180,311)
Taxes in Lieu of Property Taxes 921
Total Revenue 3 32,568,515
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LAKE OSWEGO SCHOOL DISTRICT NO.7J
SCHEDULE OF PROPERTY TAX TRANSACTIONS AND BALANCES OF TAXES UNCOLLECTED -

DEBT SERVICE FUND
YEAR ENDED JUNE 30, 2010

ORIGINAL BALANCE
LEVY OR CASH UNCOLLECTED
BALANCE ADJUSTMENTS COLLECTIONS OR
TAX UNCOLLECTED DEDUCT TO ADD BY COUNTY UNSEGREGATED
YEAR July 1, 2009 DISCOUNTS ROLLS INTEREST TREASURER June 34, 2010
Current:
2009-10 $ 7,529,601 $ 181,197 & (17,028 % 2,275 % 7054773 % 278 878
Prior Years:
2608-09 306,276 (118} (5,432) 11,635 190,791 121,807
2007-08 84,914 (38) (1,589 6,728 45,855 44,237
2006-07 32,360 (23) (1,162) 5,115 21,436 14,900
2005-06 11,476 (22) (1,331} 1,900 8,455 3,613
2004-05 3,714 (15) {1,608) 272 432 2,562
2003-04 2,615 c) (455) 184 273 2,081
2002-03 2,792 ()] (115) 107 300 2,484
2001-02 1,730 0 81 92 234 1,507
2600-01 342 0 (15) 19 46 300
1999-00 541 0 (24) 34 81 476
1998.69 382 0 (22) 37 78 319
1997-98 212 0 (15} 1 2 ' 197
1996.97 83 0 (3) 0 0 80
1995-96 67 0 (1 0 0 66
1994-95 & Prior 200 0 (3) 3 & 195
Total Prior 447,706 (226) (11,255) 26,128 267,989 194,817
Total 3 7,977,308 $ 180,971 % (28,283} 3§ 28,403 § 77322763 % 473,654
Note: Schedule may not foot due to rounding
RECONCILIATION TO REVENUE:
Cash Collections by County Treasurers Above 3 7,322,763
Accrual of Current Receivables:
June 30, 2010 43,788
June 30, 2009 (40,465)
Taxes in Lieu of Property Taxes 120
Total Revenue 3 7,326,206
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LAKE OSWEGO SCHOOL DISTRICT NO.7J

SUPPLEMENTAL INFORMATION - 4S8 REQUIRED BY THE OREGON DEPARTMENT OF EDUCATION,
FORM 581-3211-C (Rev 4/07)

YEAR ENDED JUNE 30, 2010

A. Energy Bill for Heating - All Funds

Function Objects 325 and 326
2540 $ 1,058,877
2550 -

B. Replacement of Equipment - General Fund - All except excluded
Functions - Object 542 6,000
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INDEPENDENT AUDITOR'S REPORT
REQUIRED BY OREGON STATE REGULATIONS



-

GROVE, MUELLER & SWANK, P.C.

CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS
475 Cottage Street NE, Suite 200, Salem, Oregon 97301
(503) 581-7788

INDEPENDENT AUDITOR’S REPORT
REQUIRED BY OREGON STATE REGULATIONS

Board of Directors
Lake Oswego School District 7J
Lake Oswego, Oregon

We have audited the basic financial statements of Lake Oswego School District 7], Clackamas County, Oregon (the
District) as of and for the year ended June 30, 2010, and have issued our report thereon dated December 22, 2010. We
conducted our audit in accordance with auditing standards generally accepted in the United States of America.

Compliance
As part of obtaining reasonable assurance about whether the District’s financial statements are free of material

misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grants,
including the provisions of Oregon Revised Statutes as specified in Oregon Administrative Rules 162-10-000 through
162-10-320 of the Minimum Standards for Audits of Oregon Municipal Corporations, noncompliance with which could
have a direct and material effect on the determination of financial statement amounts. However, providing an opinion
on compliance with those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion.

We performed procedures to the extent we considered necessary to address the required comments and disclosures
which included, but were not limited to the following:

Deposit of public funds with financial institutions (ORS Chapter 295).
Indebtedness limitations, restrictions and repayment.

Budgets legally required (ORS Chapter 294).

Insurance and fidelity bonds in force or required by law,

Programs funded from outside sources.

Authorized investment of surplus funds (ORS Chapter 294),

Public contracts and purchasing (ORS Chapters 2794, 2798, 279C).
State school fund factors and calculation.

In connection with our testing nothing came to our attention that caused us to believe the District was not in substantial
compliance with certain provisions of laws, regulations, contracts, and grants, including the provisions of Oregon
Revised Statutes as specified in Oregon Administrative Rules 162-10-000 through 162-10-320 of the Minimum
Standards for Audits of Oregon Municipal Corporations except for the following:

e Budgeted interfund transfers did not balance by $2 in the June 30, 2010 budget.
¢ Expenditures exceeded appropriations as noted in the financial statements.
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OAR 162-10-0230 Internal Control
In planning and performing our audit of the financial statements of the governmental activities, the discretely

presented component unit, each major fund, and the aggregate remaining fund information of the District as of and
for the year ended June 30, 2010 in accordance with auditing standards generally accepted in the United States of
America, we considered the District's internal control over financial reporting (internal control) as a basis for
designing our auditing procedures for the purpose of expressing our opinion on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of the District's internal control. Accordingly, we do not
express an opinion on the effectiveness of the District's internal control.

Our consideration of internal control was for the limited purpose described in the preceding paragraph and was not
designed to identify all deficiencies in internal control that might be significant deficiencies or material weaknesses
and, therefore, there can be no assurance that all such deficiencies have been identified.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency or combination of deficiencies in internal
control, such that there is a reasonable possibility that a material misstatement of the entity’s financial statements
will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough to
merit attention by those charged with governance. We did not identify any deficiencies in internal control that we
consider to be material weaknesses.

This report is intended solely for the information and use of management, the School Board of Lake Qswego School
District 7] and the Oregon Secretary of State and is not intended to be and should not be used by anyone other than these
specified parties.

GROVE, MUELLER & SWANK, P.C.
CERTIFIED PUBLIC ACCOUNTANTS

Charles A. Swank, A Shareholder
December 22, 2010
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LAKE OSWEGO SCHOOL DISTRICT NO.7J
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2010

Federal Program Receivable/ Expenditures Receivable/
CFDA Sub-Grant or Award Deferred Cash {Budgetary Deferred
Source/Grant Tie Nymber _ 1.B. No. Amouni Jung 30, 2009 Received Basis) June 30, 2010
U.S. DEPARTMENT OF EDUCATION:
Passed Through State Department of Education:
Titte IA {formerly Chapter 1) 84.010 12808 $ 193,786 0§ 12,377 % 15,205 % 2,828 § -
Titie 1A (formerly Chapter 1) 84.010 16579 02,069 - - 188,068 188,068
Subtotal Title [, Part A Cluster 12,377 15,203 190,896 188,068
IDEA Part B, Section 61} 84.027 17773 976,491 - " 720,259 720,259
IDEA Part B, Section 611 84.027 13645 932,005 57,170 366,723 309,553 -
IDEA Part B, Section 611, ARRA 84.391 15221 1,653,715 - - 569,353 569,333
IDEA Extended Assessment 84.027 18826 1,930 - - 215 215
IDEA SPR & 1 84.027 14631 7,500 - 7,500 7,500 -
iDEA SPR & 1 84.027 13429 3,946 (568) - 508 v
IDEA SPR & 1 84.027 17485 3,946 - - 3,946 3,946
Subtotat Special Education Cluster (IDEA) 56,662 374,223 1,614,334 1,293,173
Titte IV Safe & Drug Free Schools 84.186 17081 12,343 - - 4,344 4,344
Title HA Improving Teacher Quality 84.367 13034 143,878 1,605 9,988 62,591 54,208
TOTAL U.S. DEPARTMENT OF EDUCATION 70,644 399.416 1,869,165 1,540,393
t.5. DEPARTMENT OF AGRICULTURE:
Passed Through State Department of Education:
National School Lunch Program - Breakfast 10.553 N/A N/A - 27,298 30,630 3,332
Natienal School Lunch Program - Lunch 10.555 N/A Na - 242,279 259,766 17,487
National School Lunch Program - Commodities 10.555 N/A N/A - 77,193 77,193 -
Subtotal Child Nutrition Cluster - 346,770 367,589 20,819
Federal Forest Fees 10.665 NIA N/A - 136,830 136,830 -
Subtotal Schools and Roads Cluster - 136,830 136,830 -
TOTAL U.S. DEPARTMENT OF AGRICULTURE - 483,600 304,419 20,819
U.S. FEDERAL EMERGENCY MANANGEMENT AGENCY
Disaster Grams - Public Assistance 97.036 N/A 36,400 36,406 36,406 - -
U.5, DEPARTMENT OF ENERGY
State Energy Program - Lighting Upgrades (ARRA)  81.041  SEP 10-1193 215,371 - - 186,199 186,199
TOTAL FEDERAL ASSISTANCE $ 107056 § 919,422 $ 2,559,783 % 1,747.41)
RECONCILIATION TO REVENUE:
Cash Receipts per Schedule Ahove 5 919,422
Grants Receivable / Deferred Revenue Beginning of Year {107,050)

Granis Receivable / Deferred Revenue End of Year

Federal Revenue Recognized

1,747,411

§ 2,559,783

Note: This schedule is prepared on the District’s budgetary basis of accounting, described in the notes to the financial statements.
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LAKE OSWEGO SCHOOL DISTRICT NO.7J
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2010

PURPOSE OF THE SCHEDULE

The accompanying schedule of expenditures of federal awards (the “Schedule”) is a supplementary schedule to the
Lake Oswego School District No.7J’s financial statements and is presented for purposes of additional analysis.
Because the Schedule presents only a selected portion of the activities of the Lake Oswego School District No.7J,
it is not intended to and does not present either the financial position, changes in fund balances, or the operating
funds’ revenues, expenditures and changes in the Lake Oswego School District No.7].

SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The information in the Schedule is presented in accordance with OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations.

Federal Financial Assistance

Pursuant to the Single Audit Act Amendments of 1996 and OMB Circular A-133, federal financial assistance is
defined as assistance provided by a federal agency, either directly or indirectly, in the form of grants, contracts,
cooperative agreements, loans, loan guarantees, property, interest subsidies, insurance or direct appropriations. -
Accordingly, nonmonetary federal assistance, including federal surplus property, is included in federal financial
assistance and, therefore, is reported on the Schedule, if applicable. Federal financial assistance does not include
direct federal cash assistance to individuals. Solicited contracts between the state and federal government for
which the federal government procures tangible goods or services are not considered to be federal financial
assistance.

Major Programs

The Single Audit Act Amendments of 1996 and OMB Circular A-133 establish criteria to be used in defining
major federal financial assistance programs. Major programs for the Lake Oswego School District No.77F are those
programs selected for testing by the auditor using a risk-assessment model, as well as certain minimum expenditure
requirements, as outlined in OMB Circular A-133. Programs with similar requirements may be grouped into a
cluster for testing purposes.

Reporting Entity

The reporting entity is fully described in notes to the financial statements. Additionally, the Schedule includes all
federal programs administered by the Lake Oswego School District No.7J for the year ended June 30, 2010,

Revenue and Expenditure Recognition

The receipt and expenditure of federal awards are accounted for under the modified accrual basis of accounting.
Revenues are recorded as received in cash or on the accrual basis where measurable and available. Expenditures
are recorded when the liability is incurred.
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GROVE, MUELLER & SWANK, P.C.
e e 8

CERFIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS
475 Cottage Street NE, Suite 200, Salem, Oregon 97301
(503) 581-7788

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Directors
Lake Oswego School District No.7J
Clackamas County, Oregon

We have audited the financial statements of the governmental activities, the discretely presented component unit, each
major fund and the aggregate remaining fund information of Lake Oswego School District No.7J, Clackamas County,
Oregon (the District) as of and for the year ended June 30, 2010, which collectively comprise the District's basic financial
staternents and have issued our report thereon dated December 22, 2010. We conducted our audit in accordance with
auditing standards generally accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the District's internal control over financial reporting as a basis for
designing our auditing procedures for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the District's internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the District's internal control over financial reporting

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect and correct misstaternents on
a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal control such that there is
a reasonable possibility that a material misstaternent of the entity's financial statements will not be prevented, or detected
and corrected on 2 timely basis,

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

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our
audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards.
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This report is intended solely for the information and use of management, the School Board, others within the entity, and
federal awarding agencies and pass-through entities and is not intended to be and should not be used by anyone other
than these specified parties.

.a.c/fn*'
RIFIEL} PUBLIC ACCOUNTANTS
December 22, 2010
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GROVE, MUELLER & SWANK, P.C.

A R .
CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS

475 Cottage Street NE, Suite 200, Salem, Oregon 97301
(503) 581-7788

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB
CIRCULAR A-133

Board of Directors
Lake Oswego School District No.7J
Clackamas County, Oregon

Compliance

We have audited the compliance of Lake Oswego School District No.7J, Clackamas County, Oregon (the District) with
the types of compliance requirements described in the U. S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that are applicable to each of its major federal programs for the year ended June 30, 2010, The
District’s major federal programs are identified in the summary of auditor's results section of the accompanying
schedule of findings and questioned costs. Compliance with the requirements of laws, regulations, contracts and grants
applicable to each of its major federal programs is the responsibility of the District's management. Qur responsibility is
to express an opinion on the District’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations. Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements referred to above that
could have a direct and material effect on a major federal program occurred. An audit includes examining, on a test
basis, evidence about the District’s compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our
audit does not provide a legal determination on the District’s compliance with those requirements,

In our opinion, the District complied, in all material respects, with the requirements referred to above that are applicable
to each of its major federal programs for the year ended June 30, 2010.

Internal Control Over Compliance

Management of the District is responsible for establishing and maintaining effective internal control over compliance
with the requirements of laws, regulations, contracts, and grants applicable to federal programs. In planning and
performing our audit, we considered the District's internal control over compliance with the requirements that could
have a direct and material effect on a major federal program in order to determine our auditing procedures for the
purpose of expressing our opinion on compliance and to test and report on internal control over compliance in
accordance with OMB Circular A-133, but not for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, we do not express an opinion on the effectiveness of the District's internal
control over compliance.

-64 -



A deficiency in internal control over compliance exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
noncompliance with a type of compliance requirement of a federal program on a timely basis. A material weakness in
internal control over compliance is a deficiency, or combination of deficiencies, in internal control over compliance,
such that there is a reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, on a timely basis.

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph of this
section and would not necessarily identify all deficiencies in internal control that might be deficiencies, significant

deficiencies, or material weaknesses, We did not identify any deficiencies in internal control over compliance that we
consider to be material weaknesses, as defined above.

This report is intended solely for the information and use of management, the School Board, others within the entity,
federal awarding agencies, and pass-through entities and is not intended to be and should not be used by anyone other

than these specified parties.
flon ¥4 %/, (Q
/I D PUBLIC AC ANT.

December 22, 2010
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LAKE OSWEGO SCHOOL DISTRICT NO.7J
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED JUNE 30, 2010

SUMMARY OF AUDITOR’S RESULTS

Financial Statements

Type of auditor’s report issued: Unqualified
Internal control over financial reporting:
* Material weakness(es) identified? No
« Significant deficiency(ies) identified? None reported
Noncompliance material to financial statements noted? No
Federal Awards
Internal control over major programs:
¢ Material weakness(es) identified? No
e Significant deficiency(ies) identified? None reported
Type of auditor’s report issued on compliance for major programs; Unqualified
Any audit findings disclosed that are required to be reported in accordance with
sectiont 510(a) of OMB Circular A-133? No

Identification of major programs:

CFDA Number(s) Name of Federal Program or Cluster
84.027 & 84.391 Special Education Cluster (IDEA/ARRA)
81.041 State Energy Program (ARRA)
Dollar threshold used to distinguish between type A and type B programs: $300,000
Auditee qualified as low-risk auditee? Yes

FINANCIAL STATEMENT FINDINGS
Finding 2009-1: Reconciliation of Bank Account on a Timely Basis
Statement of Condition: The main bank account is not reconciled on a timely basis.

Corrective Action Response: Corrective action was taken.

FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

None.
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LAKE OSWEGO SCHOOL DISTRICT NO.7J
BALANCE SHEETS - GENERAL FUND

LAST SEVEN FISCAL YEARS

As of June 30,

2004 2005 2006 2007 2008 2009 2010
ASSETS:
Cagh § 8,381,800 5 397125t § 11,759,578 $ 14,606,928 $ 13,156,850 § 10,470,692 $ 14,130,208
Interfund Receivables - 1,270,813 - B - - -
Receivables:
[nterest - 4,269 29,127 - " - ~
Taxes 1,237,477 1,114,529 1,045,891 1,165,603 1,464,671 2,003,127 2,112,529
Accounts 199,511 327,636 $35,933 815,765 631,373 576,771 541,579
Prepaid Expenses 17,350 50,968 . 28,968 - 51,095 5t,465
Inventory of Supplies 138,180 146,144 159,187 158,073 133.060 129,087 110,743
Total Assets 3 9974318 3 6,885,607 § 13529716 S 16735337 S5 15385954 § 13,231,672 § 10,946,524
LIABILITIES AND FUND EQUITY:
Liabilities:
Interfund Payables § 328518 § - % 4415887 § 1,450,875 5§ 1,886,057 % 389,039 % 2,663,1t
Intergavermmental Payable 93,896 109,536 123,427 146,154 178,176 220,082 46,592
Accrued FPayrell and Benefits Payable 3,652,486 4,369,282 4,168,828 4,805,169 4,788,813 5,746,471 5,578,026
Accounts Payable 539,871 671,978 885,116 750,361 2,148,855 994,103 1,469,100
Tax Revenue Anticipation Note Payable . - - 4,500,000 - . -
Acerued Interest Expense - - . 172,660 - - -
Deferred Revenue-Taxes 1,149,510 1,011,624 453,911 1,061,769 1,344,957 1,822,755 1,917,363
Deferred Revenue-Gthers 1,040,752 27,072 27,072 514,778 537,596 1,326,212 -
Matured bend and coupons payabie - - - - - 446 -
Total Liabifities 6,805,033 6,189,492 10,574,241 13,401,706 10,904,454 10,499,108 11,674,230
Fund Equity:
Fund Balances:
Reserved for Inventory of Supplies 138,180 146,141 159,187 118,073 133,060 129,987 110,743
Unreserved 3,031,105 549,974 2,796,288 3215498 4,348,440 2,602,577 5,161,551
TFotal Fund Equity 3,169,285 696,115 2,955,475 3,333,571 4,481,500 2,732,564 5,272,294
Total Liabilities
and Fund Equity $ 9974318 % 6885607 § 13,529,716 § 16735337 § 15385954 5 13231672 § 16,946,524
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