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CITY of THE DALLES
, 313 COURT STREET
THE DALLES, OREGON 97058

(541) 296-5481

City Council ' December 28, 2007
City of The Dalles
The Dalles, Oregon 97058

The Comprehensive Annual Financial Report (CAFR) of the City of The Dalles, Oregon, for the
year ended June 30, 2007, is submitted herewith. This report presents a comprehensive and
detailed picture of The Dalles' financial transactions during fiscal year 2006-2007 and the
financial condition of the various funds and account groups at June 30, 2007. Responsibility for
both the accuracy of the data and the completeness and faimess of the presentation, including
disclosures, rests with the City. To the best of our knowledge and belief, the report is accurate
and complete in all material respects, including all activities, funds, and financial transactions,
and is presented fairly to disclose the financial position and the results of operations of the City at
June 30, 2007, and for the year then ended. Further, it is our belief that all disclosures necessary
to enable the reader to gain an understanding of the City's financial operations have been
included. The organization and content of this report, including the financial statements,
supplementary information and statistical tables, follow the standards for annual financial
reporting recommended by the Governmental Accounting Standards Board.

CITY HISTORY AND GEOGRAPHICAL AREA -

The City of The Dalles, Oregon, is situated in the north-central part of the state on the Columbia
River, the nation's second largest river. It is the county seat and the largest community in Wasco
County. The Dalles is one of Oregon's most historic cities and was known earlier in its history as
the town at the end of the Oregon Trail. Archaeological evidence suggests the area has been
inhabited more or less continuously for more than 10,000 years. The City was first incorporated
by the Oregon Territorial Government in 1857 as "Dalles City" and was made the county seat
shortly thereafter. In June of 2007 we celebrated our Sesquicentennial. Strategically located on
the Columbia River and bordered by the Cascade Mountains to the West, The Dalles provides an
ideal distribution or manufacturing setting with available riverside locations, as well as bulk
container and international shipping options. It has historically been an economic hub of the
Pacific Northwest, linking major transportation routes between Eastern and Southern Oregon and
Washington State. It offers residents the pleasures of rural living while providing the advantages
of access to metropolitan amenities in Portland, only 80 miles to the west.

In accordance with the City Charter of 1899, revised in 1998, the City of The Dalles is governed
by a City Council. This Council consists of an elected mayor and five council members. The
City operates under a council-manager form of government.



ECONOMIC CONDITIONS

The City has a population currently estimated at 13,045, yet the City serves a trading area of
about 90,000 persons in both Oregon and Washington. Principal economic activities are
agriculture, fabrication of aluminum, high tech services, small industrial businesses, power
generation/transmission and tourism, along with healthcare, government, and retail services. Mid
Columbia Medical Center is the areas largest employer with approximately 700 employees in all
their affiliated activities.

The major agricultural product of the City is sweet cherries. The Dalles is a primary producer for
both domestic and overseas markets. There are in excess of 6,000 acres of sweet cherry trees
around the City. Wheat is another important agricultural product with 50,000 acres currently in
cultivation in The Dalles area. Additional agricultural products include cattle, hay and tree fruits.

The Port of The Dalles Industrial Center is the location of most local manufacturing, where there
are 40 companies, employing over 550 people. Northwest Specialties, the last operating portion
of the The Dalles Historic Aluminum smelter industry, employs about 100 employees. The old
Aluminum Smelter is currently being torn down for salvage and, when that is completed by the
end of 2008, it will free up over 200 acres of industrial land. Internet giant Google is located in
the Port Industrial Park and employs over 175 employees including contract employees.

The City is a strategic home base for year-round recreation. Water sport enthusiasts will find
boating, excellent fishing, and one of the finest windsurfing areas in the United States on the
Columbia River. To the east are substantial opportunities to camp, fish, hike, and sightsee. To
the west, ski enthusiasts have the opportunity to challenge the ski slopes of magnificent Mt.
Hood and there are numerous resorts that lie on Mt. Hood and at its base. Construction of the
Columbia Gorge Discovery Center and Wasco County Historical Museum was completed in May
1997.  Over 50,000 people visit the Center annually, and it has become a center for many
community festivities and events. The Center is located along the Columbia River bordering the
City.

Mid-Columbia Medical Center is the major hospital in the Mid-Columbia Region of Oregon and
Washington. It is also the major trauma center in the region. This first class medical facility has
attracted numerous health care professionals to The Dalles area. They have added a new
Oncology Center that will save the region’s population from traveling to Portland to receive
those services and has become a multi-state option in the Northwest.

The Wasco County Courthouse and offices are located in the City as are various State offices.
The Dalles Dam at the eastern edge of the City is a major power generating facility. Also at the
eastern edge of the City is the Celilo Converter Station, one of the world's largest electric power
converter stations. Electricity is transported to and from Southern California through this station.

Through a competitive process, The Dalles was selected as the site for a 150 bed Veterans' long-
term nursing and care home. The facility opened in November 1997, currently providing 151 jobs
and has 100 residents.

The Dalles is the major shopping center in the Mid-Columbia area. The last few years, several
retail developments have been completed in the community. Most recently a 138,000 square foot
regional Home Depot store opened in October 2004. This was followed by Walgreen’s in 2005.
Both the local Safeway and Fred Meyer stores completed multi-million dollar renovations in
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2006. Fred Meyer expanded its retail space by 15,000 square feet, which included enclosing the
existing garden area.

The City has an Urban Renewal District that is working to renovate the older commercial areas
of the community. In June 2000, the City issued a $3.4 million full faith and credit financing
agreement to help finance programs. A ten block Downtown Renovation Project was completed
during the summer of 2001. A $7 million dollar reconnection of the Downtown to the Columbia
River was completed in FY 2003-2004 using Urban Renewal dollars and they were matched two
to one with other grant funds. Urban Renewal also caused the renovation of two major
downtown structures that have been vacant for years. Several of the Downtown Urban Renewal
projects are currently in various stages of Development.

The City is working with a Columbia River Tour Boat firm to construct a dock and bring tour
boats to the Downtown/Riverfront area.

State Tax limitation measures in 1990, 1996 and 1997 have limited property taxes. An upswing
in the local economy has mitigated most of those impacts. The City, through prudent budgeting,
1s operating on a fiscally sound basis. The general fund balance remained relatively stable during
the 2006-2007 fiscal year.

MAJOR INITIATIVES
Utilities Master Plan

The City purchased a site for a wastewater treatment expansion in 1997-98. The City completed
updating its wastewater master plan for the plant site and collection system upgrade in 2002. A
S-year wastewater capital improvement plan is being utilized. A $7.5 million dollar revenue
bond was issued in fiscal year 2002-2003 to begin the upgrade. Phase I design and construction
for the wastewater plant and collection system improvements was completed in 2006.

Water Master Plan

A water master plan update has been completed. $8.5 million in system improvements is
scheduled for fiscal year 2007-2008 with a similar amount in 5 years. A $7.9 water revenue bond
was issued in 2007. Several of the improvement projects are underway.

Street Master Plan

A transportation master plan drafted in 1999 was updated and implemented in 2006. A 5-year
- capital improvement plan has been implemented for street development and to provide
preventative maintenance. A Transportation System Development Charge has been
implemented.

Regional Airport Authority

Klickitat County and the City of The Dalles have formed a Regional Airport Authority. A
Regional Board is now operating the Airport. A new set of aircraft hangars were constructed in
2004. Several other facility and operational plans are being developed at this time.

Columbia Gateway Urban Renewal Agency

The Columbia Gateway Urban Renewal Agency, a component unit of the City of the Dalles,
operated throughout the 2006-2007 fiscal year. The Agency consists of an Urban Renewal
District, formed by the citizens, to resolve issues of blight within the boundaries of the District.
The Agency did levy and collect tax increment proceeds during fiscal year 2006-2007.
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Storm Water Master Plan

Storm Water Master Plan was completed in 2007. A System Development Charge will be
implemented in January of 2008.

FINANCIAL INFORMATION

Accounting System and Budgetary Controls

The City's accounting records for general governmental operations are maintained on a modified
accrual basis, with the revenue being recorded when available and measurable and expenditures
being recorded when the services or goods are received and the liabilities are incurred.
Accounting records for the City's proprietary fund type are maintained using the accrual basis of
accounting. The assets and liabilities of the agency funds are accounted for using the modified
accrual basis of accounting.

The City’s management is responsible for establishing and maintaining an internal control
structure designed to protect the assets of the City from loss, theft or misuse, and to ensure that
adequate accounting data is compiled to allow for the preparation of financial statements in
conformity with generally accepted accounting principles. The internal control structure is
designed to provide reasonable, but not absolute, assurance that these objectives are met. The
concept of reasonable assurance recognizes that: (1) the cost of a control should not exceed the
benefits likely to be derived; and (2) the valuation of costs and benefits requires estimates and
Jjudgments by management. Management recognizes the significance of internal controls, which
are incorporated in the accounting system. We believe our internal accounting controls
adequately safeguard the assets and provide reasonable assurance of proper recording of all
financial transactions.

A budget is prepared and legally adopted by the City Council for each fund. All changes to the
budget must be approved by the City Council. These budgets are all prepared on the modified
accrual basis of accounting, complying with Oregon Local Budget Law. The ordinance
authorizing appropriations for each fund sets the level by which expenditures cannot legally
exceed appropriations. All funds except the General Fund establish the levels of budgetary
control at the personal services, materials and services, capital outlay, operation contingencies,
debt service and all other requirements levels. For the General Fund, appropriations are at the
department level for personal services, materials and services, capital outlay and other uses.

Unexpected additional resources may be added to the budget through the use of a supplemental
budget and appropriations ordinance. A supplemental budget requires hearings before the public,
publications in newspapers and approval by the City Council, if the change is greater than, or
equal to, 10% of the original budget. Original and supplemental budgets may be modified by the
use of appropriation transfers between the levels of control. Such transfers require approval by
the City Council. The City Council approved several appropriation transfer resolutions during
the year ended June 30, 2007. Appropriations lapse at year-end.

The City has established a procurement policy for the purchases of goods and services. All items
purchased by the City require a purchase order. Purchase orders are initiated at the department
level and are reviewed at the Finance office. Purchase orders greater than $15,000 require the
approval of the City Manager and those greater than $50,000 require approval from the City
Council.
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Cash Management

The City has a cash management policy, which allows investing of cash funds that are in excess
of immediate need. This policy coincides with Oregon statutes restricting the types of
investments that may be made by municipalities. Primary importance is placed on the safety of
principal and then on the maximization of investment earnings. The City co-mingles cash and

investments and allocates interest earnings based upon monthly cash balances in the various
funds.

- RISK MANAGEMENT

The City continued to review and evaluate its risk management program during 2005-2006. A
citywide safety program with regular committee meetings and inspections is in force.

The City maintains property and liability insurance coverage. The City will continue to evaluate
loss potential, risk retention, and insurance coverage to ach1eve optimum levels of nsk
management.

The City does not engage in risk financing activities where the risk is retained (self-insurance) by
the City at this time.

OTHER INFORMATION

Independent Audit

Oregon Revised Statutes Chapter 297 requires that an independent audit be made of all City
funds and account groups within six months following the close of a fiscal year. The
independent auditors, who were selected by the City Council, have completed their audit of the
City's funds and account groups; and their opinion and State of Oregon required audit comments
and disclosures are included in this report.
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