






















                                                                                  3a Management’s Discussion and Analysis 

 

 

MANAGEMENT’S DISCUSSION AND ANALYSIS 

As management of the City of Madras (City), we offer readers this discussion and analysis of the 
City’s financial performance for the fiscal year ended June 30, 2013. The report has been 
prepared in accordance with Generally Accepted Accounting Principles (GAAP) as promulgated 
by the Government Accounting Standard Board (GASB).  This report should be read in 
conjunction with the basic financial statements and notes to the financial statements.   

 

FINANCIAL HIGHLIGHTS 

• The City’s total net position remained stable over the course of the fiscal year at $42.7 
million. This is the net result of a $0.2 million (1.5%) increase in the governmental net 
position and a $0.2 million (0.6%) decrease in the business-type net position. 

 
• Capital assets for governmental activities increased approximately $3.7 million.  

Increases are primarily due to construction on various projects, including a new Police 
Station / City Hall facility. 
 

• The City recognized $1.4 million in property tax revenue in 2013, which is comparable to 
the prior year.  Property tax revenues primarily consist of $1.0 million in the General 
Fund property taxes and $0.4 million related to the Redevelopment Commission.   
 

• As of the end of the fiscal year, total governmental funds had an ending fund balance of 
$2.1 million, a decrease of $0.1 million from the prior year’s fund balance of $2.2 
million. 
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OVERVIEW OF THE FINANCIAL STATEMENTS 
 

The discussion and analysis is intended to serve as an introduction to the City’s basic financial 
statements. The City’s financial statements are comprised of: 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 
 
The Government-Wide Financial Statements are designed to provide the reader with a broad 
overview of the City’s finances and are made up of the following two statements: the 
Statement of Net Position and the Statement of Activities.  Both of these statements are 
prepared using accounting methods similar to those used by private-sector businesses, which 
use the economic resources measurement focus and the accrual basis of accounting.   
 

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

Both of the government-wide financial statements differentiate 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 of the City include 
the general fund (public safety), transportation, redevelopment commission, system 
development charges, parks and tourism/economic development.  The business-type activities 
(proprietary fund type) of the City include the water, wastewater, and airport operations. The 
government-wide financial statements include not only the City but the legally separated 
Madras Redevelopment Commission (an independent Urban Renewal District) of the City of 
Madras for which the City is financially accountable. 

 
The City adopted the provisions of GASB Statement No. 63, Financial Reporting of Deferred 
Outflows of Resources, Deferred Inflows of Resources, and Net Position for the year ended June 
30, 2013. 
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Measurement focus and basis of accounting 
 
Governmental financial reporting is characterized as having two distinct objectives for its 
financial reporting.  These objectives are categorized as governmental activities which are 
supported by levying taxes and business-type (proprietary) activities which are supported by 
charges for services. The measurement focus for each if these activities are uniquely different, 
both the governmental-wide financial statements and the business-type activities focus on the 
changes in economic resources similar to private-sector businesses. The objective of the 
proprietary fund operating statement is to answer the question, “What transactions and events 
have incurred that increase or decrease the fund’s total economic resources during the period?”  
Therefore, both the Governmental-wide and the proprietary funds financial statements are 
based on full accrual accounting.   
 
Accrual accounting measures the effects of transactions, events, and interfund activities when 
they occur, regardless of the timing of the related cash flows.  The measurement focus for 
governmental funds however, is to view changes in current financial resources.  The objective is 
to answer the question, “What are the transactions or events of the current period that have 
increased or decreased the resources available for spending in the near future?”   
 
Governmental funds use modified accrual accounting in which revenues are not recognized 
until they are measurable and available, and expenditures are recognized in the period in which 
governments in general normally liquidate the related liability rather than when the liability is 
first incurred. 
 
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 or functions.  The City, like other state and local 
governments, uses fund accounting to ensure and demonstrate compliance with finance-
related legal requirements.  All of the City’s funds can be divided into two categories: 
governmental funds and proprietary funds.  Fund financial statements focus on individual parts 
of the City’s government, reporting the City’s operations in more detail than the government–
wide statements. 
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• Governmental funds are used to account for essentially the same functions reported as 

governmental activities in the government-wide financial statements. These statements 
tell how governmental services such as the general fund (police department), 
transportation operations fund, and the Redevelopment Commission General Fund 
were financed in the short term as well as what remains for future spending.  Unlike the 
government-wide financial statements, governmental funds financial statements focus 
on near-term inflows and outflows of spendable resources, as well as on balance of 
spendable resources available at the end of the fiscal year.  Such information may be 
useful in evaluating a government’s near-term financing requirements.  However, this 
information does not encompass the additional long-term focus of the government–
wide statements.  Therefore, both the governmental funds financial statements are 
followed by a reconciliation that explains the relationship or differences between 
governmental funds and the governmental-wide financial statements.  
 
The City maintains thirteen individual governmental funds.  Of these individual funds, 
the City considers three funds to be major governmental funds.  These three major 
governmental funds - represented individually in the balance sheet and the statement 
of revenues expenditures, and change in fund balances, consists of the General Fund, 
Transportation Operations Fund, and the Redevelopment Commission General Fund (i.e. 
Urban Renewal District).  The remaining ten funds are considered non-major 
governmental funds and are combined in a single, aggregated presentation.  
 
As part of required supplementary information, budgetary comparison statements are 
presented for the reader’s information.  These statements compare the original adopted 
budget along with the final adjusted budget to the year-end actual activities.   
 

• Proprietary Funds are similar to business-type activities which utilize full accrual 
accounting. The City maintains two different types of proprietary funds consisting of the 
enterprise funds and the internal service funds.  Enterprise funds are used to report the 
same functions presented as business-type activities in the government–wide financial 
statements.  Enterprise funds are used to account for the City’s Water, Wastewater and 
Airport operations.  Internal Service Funds are an accounting device used to accumulate 
the allocate costs internally among the City’s various functions (departments).  The City 
uses internal service funds to allocate costs associated with administrative services, 
public works staff, buildings, and fleet services.  These costs are considered to be 
indirect overhead costs that cannot be directly associated with an individual function.  
Therefore, these costs are allocated to other functions in a systematic method.   
Because these services predominantly benefit governmental activities rather than 
business-type functions, they are included within the governmental activities in the 
government-wide financial statements. 
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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 the Water, Wastewater and Airport operations.  The 
Internal Service fund is shown as a separate fund in the proprietary fund financial 
statement. 
 

The financial statements also include notes that provide additional information that is essential 
to the full understanding of the data provided in the government-wide and fund financial 
statements. The notes to the basic financial statements can be found beginning on page 15 of 
this report.  
 
In addition to the basic financial statements and the accompanying notes, additional pertinent 
information for the reader, referred to as Required Supplementary Information (RSI).  The RSI 
can be found in this report following the notes to the basic financial statements.  This section 
shows budgetary to actual financial results for the major and non-major funds.   

 
 

GOVERNMENT-WIDE FINANCIAL ANALYSIS 
 
Net position 
 
Our analysis focuses on the net position (Table 1) and changes in net position (Table 2) for the 
City’s governmental and business-type activities. 
 
The City’s net position is made up of three components: invested in capital assets, restricted 
net position, and unrestricted net position.  Restricted net position are subject to constraints 
that are either externally imposed by outside agencies, for example banks or grant agencies, or 
imposed by law through constitutional provisions or enabling legislation.  The capital assets 
reflected within (Table 1) are stated net of accumulated depreciation.  
 
As noted earlier, net position may serve over time as a useful indicator of a government’s 
financial position.  In the case of the City of Madras, combined net position for fiscal year ended 
June 30, 2013 totaled $42.7 million, a slight increase of less than $0.1 million from June 30, 
2012.   
 
 



                                                                                  3f Management’s Discussion and Analysis 

 

2013 2012 2013 2012 2013 2012
Assets:
Current and other assets 3,896,162$     4,088,872$     2,521,295$     2,715,111$     6,417,457$     6,803,983$     
Capital assets 22,656,179     18,954,504     36,575,185     36,566,368     59,231,364     55,520,872     

Total Assets 26,552,341     23,043,376     39,096,480     39,281,479     65,648,821     62,324,855     

Liabilities:
Current liabilities 2,196,365       861,253          692,330          464,483          2,888,695       1,325,736       
Non-current liabilities 8,079,450       6,143,527       11,955,438     12,207,250     20,034,888     18,350,777     

Total Liabilities 10,275,815     7,004,780       12,647,768     12,671,733     22,923,583     19,676,513     

Net position:
Invested in capital assets 17,322,611     15,660,870     24,496,770     24,409,168     41,819,381     40,070,038     
Restricted 3,134,263       3,245,111       358,016          1,613,516       3,492,279       4,858,627       
Unrestricted (4,180,348)      (2,867,385)      1,593,926       587,062          (2,586,422)      (2,280,323)      

Total Net Position 16,276,526$   16,038,596$   26,448,712$   26,609,746$   42,725,238$   42,648,342$   

Table 1
CITY OF MADRAS

STATEMENT OF NET POSITION
Governmental Activities Business-type Activities Total

 
 
The largest component of the City’s $42.7 million net position is net investments in capital 
assets (e.g., land, buildings, improvements, equipment, infrastructure and construction in 
progress).  The City uses these capital assets to provide services to citizens; consequently, these 
assets are not available for future spending.  Although the City’s investment in its 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. 
   
Restricted net position is calculated by reducing the carrying value of restricted assets by 
amounts repayable from those assets, excluding capital–related debt.  The restricted net 
position represent resources subject to restrictions imposed either by external creditors or 
imposed by law through constitutional provisions or enabling legislation.  During the fiscal year, 
total restricted net position decreased $1.4 million (28.1%), primarily related to changes in debt 
reserves and SDC fund balances related to the refunding of Wastewater debt.   
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Change in Net position 
 

2013 2012 2013 2012 2013 2012

Charges for services 1,232,926$      1,068,729$      3,353,266$      3,101,223$      4,586,192$      4,169,952$      
Operating grants and contributions 45,615             439,959           -                   -                   45,615             439,959           
Capital grants and contributions 542,534           -                   635,026           1,846,072        1,177,560        1,846,072        

-                   -                   
Property taxes 1,447,579        1,415,811        -                   -                   1,447,579        1,415,811        
Franchise and public services tax 804,350           839,970           -                   -                   804,350           839,970           
Investment earnings and other 74,002             51,066             50,108             45,264             124,110           96,330             
Transfers (194,772)          -                   194,772           -                   -                   -                   

Total Revenues and Transfers 3,952,234        3,815,535        4,233,172        4,992,559        8,185,406        8,808,094        

75,128             202,693           -                   -                   75,128             202,693           
201,386           192,219           -                   -                   201,386           192,219           
489,735           574,630           -                   -                   489,735           574,630           

2,036,994        1,766,519        -                   -                   2,036,994        1,766,519        
765,403           536,984           -                   -                   765,403           536,984           
145,658           62,037             -                   -                   145,658           62,037             

-                   -                   4,394,206        3,775,512        4,394,206        3,775,512        
Total Expenses 3,714,304        3,335,082        4,394,206        3,775,512        8,108,510        7,110,594        

237,930           480,453           (161,034)          1,217,047        76,896             1,697,500        
16,038,596      13,052,370      26,609,746      25,621,874      42,648,342      38,674,244      

-                   2,432,191        -                   (155,593)          -                   2,276,598        

-                   73,582             -                   (73,582)            -                   -                   
16,276,526$    16,038,596$    26,448,712$    26,609,746$    42,725,238$    42,648,342$    Net position - end of year

Change in Net position
Net position - beginning of year
Prior Period Adjustment
Reconciliation to move Debt Service 
     Fund and Debt Reserve Fund from 
     Proprietary to Governmental

Revenues and Transfers:
Program Revenues:

General Revenues and Transfers:

Expenses:
General government
Parks
Community development
Public safety
Highway and streets
Interest on long-term obligations
Enterprise operations

Table 2
CITY OF MADRAS

CHANGE IN NET POSITION
Governmental Activities Business-type Activities Total

 
Governmental Activities: 
 
Governmental activities represent 38.1% of the City’s total net position.  The governmental 
activities net position increased slightly by $0.2 million in 2013. Total revenues from 
governmental activities for fiscal year 2013 were flat while expenses increased slightly from the 
prior year. 
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In the current year, property tax revenue increased slightly from the prior fiscal year.  
Depreciating property values and other economic concerns caused by the recession continue to 
inhibit growth in property taxes. 
 
Business-Type Activities: 
 
Business-type activities represent 61.9% of the City’s total net position. These business–type 
activities consist of the Water, Wastewater and Airport operations and capital projects.  In fiscal 
year end 2013, net position decreased slightly by $0.2 million. 
 
 

FINANCIAL ANALYSIS OF THE CITY’S FUNDS 
 
The focus of the City’s governmental funds is to provide information on near-term inflows, 
outflows, and balance spending recourses.  Such information is useful in assessing the City’s 
financing requirements.  In particular, the unrestricted fund balance may serve as a useful 
measure of a government’s net resources available for spending at the end of the fiscal year.  
 
Below, (Table 3) shows the governmental funds balances for the two fiscal years ending June 30, 
2013 and June 30, 2012. Governmental funds are divided into two categories consisting of major 
and non-major funds.  During fiscal year end 2013, three funds were classified as major 
governmental funds: the General fund; Transportation Operations fund; and the Redevelopment 
Commission General Fund.  All other governmental funds were classified as non-major funds.   

As of fiscal year ended 2012, the City’s governmental funds reported a combined ending fund 
balance of $2.2 million. For the current fiscal year, the ending fund balance for the General 
Fund decreased slightly (less than $0.1 million) and the net change in fund balance for Total 
Governmental Funds was insignificant.  A decrease in revenues was offset by a decrease in 
expenditures.  Also, total expenditures in the Redevelopment Commission General Fund 
increased due to repayment of a bond anticipation line of credit, which was offset by the 
corresponding issuance of Wastewater revenue bonds in the Other Governmental Funds.
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Fiscal Year 2012-13 General Fund

Transportation 
Operations 

Fund

Redevelopment 
Commission 

General Fund

Other 
Governmental 

Funds Total

Total revenues 2,046,239$    1,118,671$       356,318$            428,673$         3,949,901$   
Total expenditures 2,160,362      1,180,791         65,551                754,056           4,160,760     
Revenues over/(under)
  expenditures (114,123)        (62,120)             290,767              (325,383)          (210,859)       
Total other financing
  sources/(uses) 20,000           60,949              (272,131)             299,529           108,347        
Net change in fund balance (94,123)          (1,171)               18,636                (25,854)            (102,512)       
Fund balance - beginning 770,683         227,179            (1,832,293)          3,025,065        2,190,634     
Fund balance (deficit) – 
   Ending 676,560$       226,008$          (1,813,657)$        2,999,211$      2,088,122$   

Fiscal Year 2011-12 General Fund

Transportation 
Operations 

Fund

Redevelopment 
Commission 

General Fund

Other 
Governmental 

Funds Total

Total revenues 2,035,142$    1,193,691$       371,701$            284,156$         3,884,690$   
Total expenditures 2,019,782      1,116,483         2,686,317           538,015           6,360,597     
Revenues over/(under)
  expenditures 15,360           77,208              (2,314,616)          (253,859)          (2,475,907)    
Total other financing
  sources/(uses) (22,511)          (122,000)          (305,258)             2,859,511        2,409,742     
Net change in fund balance (7,151)            (44,792)             (2,619,874)          2,605,652        (66,165)         
Fund balance - beginning 777,834         271,971            323,890              345,831           1,719,526     
Prior period adjustment -                 -                    463,691              -                    463,691        
Reconciliation to move 
     Debt Service Fund and 
     Debt Reserve Fund from 
     Proprietary to 
     Governmental -                 -                    -                      73,582              73,582          
Fund balance (deficit) – 
   Ending 770,683$       227,179$          (1,832,293)$        3,025,065$      2,190,634$   

Table 3
CITY OF MADRAS

SUMMARY STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS 
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GENERAL FUND BUDGET HIGHLIGHTS 

 
The City adopted the operating budget for the fiscal year 2012-13 budget on June 26, 2012 in 
the amount of $17,889,930.  The General Fund budgetary comparison can be found on page 39.  
Other major governmental funds budgetary comparison can be found on pages 40 and 41.    
 
 

CAPITAL ASSETS 

The Capital assets of the City are those assets that are used in the performance of the City’s 
functions including infrastructures assets.  Capital Assets include buildings, equipment, land, 
park facilities, roads, and construction in progress.  Both land owned by the City for its own use 
and acquired land designated for resale are considered non-depreciable assets based on 
generally accepted accounting principles.   

Governmental activities capital assets increased $3.7 million (19.5%) primarily related to final 
construction and completion of a new Police Station/City Hall facility and the M-Hill Trail 
Project.  Business-type activities capital asset increased only slightly, with continued work on 
the North Madras Sewer Collector project offset by current year depreciation.  (See table 4 for 
more detail). 

2013 2012 2013 2012 2013 2012
Non-depreciable assets:
Land 2,956,465$     2,956,465$     1,727,177$     1,727,177$     4,683,642$     4,683,642$     
Construction in progress 334,954          2,673,941       783,775          43,163             1,118,729       2,717,104       

Total non-depreciable assets 3,291,419       5,630,406       2,510,952       1,770,340       5,802,371       7,400,746       

Capital assets being depreciated:
Land improvements 1,404,245       364,150          117,275          121,700          1,521,520       485,850          
Building and improvements 7,563,327       2,409,903       4,302,089       4,387,624       11,865,416     6,797,527       
Equipment 574,497          649,777          352,390          468,310          926,887          1,118,087       
Infrastructure 9,822,691       9,900,268       29,292,479     29,818,394     39,115,170     39,718,662     

Total depreciable assets, net 19,364,760     13,324,098     34,064,233     34,796,028     53,428,993     48,120,126     

Total capital assets 22,656,179$   18,954,504$   36,575,185$   36,566,368$   59,231,364$   55,520,872$   

Table 4
CITY OF MADRAS

CAPITAL ASSETS (net of depreciation)
Governmental Activities Business-type Activities Total
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DEBT ADMINISTRATION 

The table below (Table 5) shows the City’s combined total outstanding debt for fiscal years 
ending June 30, 2013 and 2012.  For more information regarding the City’s outstanding debt 
please refer to the Note 5 to the Basic Financial Statements located on pages 27 through 32 of 
this report. 

2013 2012 2013 2012 2013 2012

Bonds Payable 6,395,000$  4,335,000$  10,674,995$   7,797,012$     17,069,995$   12,132,012$   
Loans and Notes 1,428,568     1,543,634     1,403,421       4,360,189       2,831,989       5,903,823       
OPEB Liability 190,657        150,931        -                    -                    190,657           150,931           
Total outstanding debt 8,014,225$  6,029,565$  12,078,416$   12,157,201$   20,092,641$   18,186,766$   

Total

Table 5
CITY OF MADRAS

OUTSTANDING DEBT
Governmental Activities Business-type Activities

 

On January 23, 2013, the City refunded a large portion of debt held in the Wastewater Funds 
through the issuance of a $10,495,000 Full Faith & Credit bond issuance.  The City also drew 
down approximately $0.2 million on a DEQ State Revolving Loan to help fund improvement 
projects at the Wastewater facility.  Total outstanding debt for Business-type Activities 
increased approximately $0.1 million from the prior year.   

Total outstanding debt for Governmental Activities increased approximately $2.0 million, 
primarily related to the issuance of a $2.2 million loan from the USDA to fund the new Police 
Department/City Hall facility. 

For more information on the explanation and calculation of the Other Post-employment 
Benefits (OPEB) liability please see page 32 of the notes to the financial statements. 

 

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET 

Economic Factors considered for the next fiscal year (2013-14) include: 

• Building permits for new dwelling units are trending up according to the Community 
Development Department.   

• In March of 2013, the City of Madras signed two new long-term ground leases for 
business expansion at the Airport and Industrial Park, which are expected to lead to new 
building permit activity. 
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Other factors considered in developing the FY 2013-14 budget include: 

• Staff reductions effective July 1, 2013, including two police officers and one City Hall 
administrative position. The City approved a freeze on cost of living and performance 
steps for non-represented employees, with limited exceptions. 

• The City has implemented a 4.5% increase in water user rates and a 9.0% increase in 
sewer user rates effective July 1, 2013.  A financial consultant was hired to evaluate the 
current debt situation within the Wastewater Operations and Wastewater System 
Development Funds and concluded that refinancing and restructuring was indeed 
possible to lessen future rate increases upon rate payers.  Sewer user rates were 
originally projected to increase 16.0%; however, in January 2013, the City refinanced 
and restructured approximately $10.45 million in wastewater debt, enabling the City to 
limit the increase in sewer user rates to 9.0%. 

• Property valuations and related property tax projects remain uncertain.  In discussions 
with the Tax Assessor, there is not any guidance for increasing or decreasing revenues 
for Fiscal year 2013-14.   

 

REQUEST FOR INFORMATION 

This financial report is designed to provide a general overview of the City of Madras’s finances 
for all those with an interest in the government’s finances.  Madras Redevelopment 
Commission has issued a separate report, which is available to those who are interested.  
Questions concerning any of the information provided in this report or requests for additional 
financial information should be address to the City of Madras, Attention: Finance Director, 125 
S.E. “E” Street, Madras, Oregon 97741, (541) 475-2344, or visit the City’s website at 
www.ci.madras.or.us.  














































































































































































































