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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

Governing Board

Metropolitan Wastewater Management Commission
225 Fifth Street

Springfield, Oregon 97477

We have audited the accompanying financial statements of the Metropolitan Wastewater Management
Commission (a component unit of the City of Springfield, Oregon) as of and for the years ended June 30, 2011
and 2010, which collectively comprise the Commission’s basic financial statements as listed in the table of
contents. These financial statements are the responsibility of the Commission’s management. Our
responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits 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 audits
provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Metropolitan Wastewater Management Commission as of June 30, 2011 and 2010 and the
changes in financial position and its cash flows for the years 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 15, 2011
on our consideration of the Commission’s internal control over financial reporting and 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 the 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 audits.

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis (MD&A) on pages 3 through 8 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 the financial reporting
for placing the basic financial statements in an appropriate operational, economic or historical context. We



have applied certain limited procedures to the MD&A in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management's responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City’s financial statements as a whole. The supplemental information is presented for purposes
of additional analysis and is 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, Audits of States, Local Governments, and Non-Profit
Organization, and is also not a required part of the financial statements. The supplemental information and
the schedule of expenditure 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.

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

Charles A. Swank, A Shareholder
December 15, 2011
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MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the Metropolitan Wastewater Management Commission (MWMC), we offer
readers of MWMC’s financial statement this narrative overview and analysis of the financial
activities of MWMC for the fiscal year ended June 30, 2011. Please read it in conjunction with
MWMC basic financial statements, which begin on page 9.

Mission

The purpose of the MWMC is to protect health and safety and the environment by providing
high quality wastewater management services to the Eugene-Springfield metropolitan area. The
MWMC and the regional partners are committed to providing these services in a manner that is
effective, efficient, and meets customer service expectations. Since the mid-1990’s, the
Commission and staff have worked together to identify key outcome areas within which to focus
the annual work plan and budget priorities, as well as planning capital and construction
administration.

Responsibility and Controls

The City of Springfield performs all administrative duties, and planning and capital construction
of major new capital assets for the MWMC in accordance with the provisions of an
intergovernmental service agreement among the City of Springfield, the City of Eugene and
MWMC.

The City of Eugene performs all operations and maintenance duties for the MWMC in
accordance with the provisions of the intergovernmental services agreement among the City of
Eugene, the City of Springfield and MWMC.

FINANCIAL HIGHLIGHTS

o Total assets at June 30, 2011 were $226,393,604 and exceeded liabilities by $121,530,363
(i.e. net assets). Of the total net assets, $2,930,117 was restricted for capital improvements
and $58,186,486 represents net assets invested in capital assets net of related debt, leaving
$60,413,760 unrestricted and available for future appropriation.

« Operating revenues for the year were $26,731,783. This is an increase of 3.7% from fiscal
year 2010 operating revenue of $25,775,769.

« Total operating and maintenance expenditures for the year were $10,847,894 and the total
administration expenditures were $2,121,884 compared to the prior year when expenditures
were $10,158,190 and $2,269,753 respectively.



OVERVIEW OF ANNUAL FINANCIAL REPORT

Management’s Discussion and Analysis (MD&A) serves as an introduction to the basic financial
statements and supplementary information. The MD&A represents management’s examination
and analysis of MWMC'’s financial condition and performance.

The financial statements report information about MWMC using the accrual basis of accounting.
As such, revenues are recognized when they are earned and expenses are recognized when they
are incurred.

The financial statements include a comparative statement of net assets; a comparative statement
of revenues, expenses, and changes in net assets; a comparative statement of cash flows; and
notes to the financial statements. The statement of net assets provides information about the
nature and amount of resources and obligations at year-end. The statement of revenues,
expenses, and changes in net assets presents the results of the business activities over the course
of the fiscal year and information on how the net assets changed during the year. The statement
of cash flows presents changes in cash and cash equivalents resulting from operational,
financing, and investing activities. This statement presents information about cash receipts and
cash disbursements, without consideration of the earnings event, when an obligation occurs, or
depreciation of capital assets.

The notes to the financial statements provide required disclosures and other information that are
essential to a full understanding of material data provided in the statements. The notes present
information about MWMC’s accounting policies, significant account balances and activities,
material risks, obligations, commitments and contingencies.

The comparative financial statements represent a consolidation of six budget funds: the Regional
Wastewater Fund, the Regional Wastewater Capital Fund, the Regional Wastewater Bond
Capital Fund, the Regional Wastewater Improvement SDC Fund, the Regional Wastewater
Reimbursement SDC Fund, and the Regional Debt Service Fund. For financial reporting
purposes, management considers the activities relating to the operation of wastewater
management to be of a unitary nature and they are reported as such. For operational purposes,
the accounts of wastewater management are organized on the basis of funds, each of which is
considered a separate accounting entity. Supplementary information comparing the budget to
actual revenues and expenses is provided.

The financial statements were prepared by City of Springfield staff from the detailed books and
records of MWMC. The financial statements were audited during the independent external audit
process.

Financial Analysis

The following comparative condensed financial statements serve as the key financial data and
indicators for management, monitoring, and planning.



CONDENSED FINANCIAL STATEMENTS

Statements of Net Assets

June 30,

2011

Capital Assets:

Producing assets, net $

Construction work in progress
Current and Restricted Assets

123,667,392
12,118,868
90,607,344

Total Assets

226,393,604

Current Liabilities
Long-term Liabilities

7,429,201
97,434,040

Total Liabilities

104,863,241

Net Assets:
Invested in capital assets, (net of related debt)
Restricted for capital improvement
Unrestricted

58,186,486
2,930,117
60,413,760

Total Net Assets $

121,530,363

The largest portion of MWMC’s net assets is its unrestricted assets, followed by investment in
capital assets, and then the restricted amounts held for investment in the capital improvement

plan.

2010

127,033,829
8,511,073
85,322,784

220,867,686

7,184,588
97,431,244

104,615,832

59,374,170
4,513,142
52,364,542

$

116,251,854

Condensed Statements of Revenues, Expenses, and Changes in Net Assets

Operating Revenues
Operating Expenses

Operating Income
Non-operating Revenues (Expenses), net

Net Income

Year Ended June 30,

2011 2010
$ 26,731,783 $ 25,775,769
(20,334,835) (19,947,851)
6,396,948 5,827,918
(1,118,439) 1,614,570
$ 5,278,509 $ 7,442,488




Operating revenues increased by 3.7% from fiscal year 2010 to 2011. The increase is primarily
due to user fee increases. Operating expenses for the year ended June 30, 2011 increased by
1.9% from the previous year due primarily to operation costs. Non-operating revenues decreased
primarily because of a $2M ARRA grant in the previous year for the Odorous Air project that
was non-recurring. This was in conjunction with a decrease in interest income derived from the
revenue bonds as well as other investments.

Budgetary Highlights
The differences between the adopted budget and the final amended budget were as follows:

e $294,810 increase to arbitrage and $174,513 increase in bond sale expense.

e $10,863,241 increase to capital projects, equipment replacement, and major rehab (these
are budgeted in order to award contracts, regardless of the year spending will occur).

e $5,269,098 increases to reserves.

e All of these increases were funded from unspent cash carryovers from the prior year.

Operating revenues for the year were 1.8% higher than budget. Administration, operations, and
maintenance expenses were under budget primarily driven by Eugene salaries and operations, as
well as administrative savings in contractual services, insurance, and litigation expenses. The
lower than budget debt service reflects the $6.9M of SRF loans not yet borrowed in this year,
therefore the estimated interest payment was not incurred. Capital project expenses were under
budget by 81.1%. This is typical because projects are always budgeted for the total anticipated
contractual commitments, yet project expenditures frequently lapse into subsequent budget years.

Capital Assets

MWMC'’s investment in capital assets as of June 30, 2011 amounts to $135,786,260 (net of
accumulated depreciation). This investment in capital assets includes land, buildings, machinery
and equipment, and other assets. The net increase in the MWMC’s investment in capital assets
for the current fiscal year was less than 1%. MWMC audited the capital assets in fiscal year
2011 and disposed of all the obsolete and scrapped items. This action offset some of the new
assets added in the current year.

Major capital asset events during the current fiscal year included the following:

e Construction was completed on the Influent Capacity and Dry Weather Headworks
Improvement Project, adding another $672,834 to the project.  The Clarifier
Improvements Project was also completed this year with an addition to capital assets of
$469,659.

e Major progress was made on the Tertiary Filtration Project in 2011, with work being done
totaling $4,924,103 this year. Effluent Reuse added $493,953, and Primary Sludge
Thickening added $523,186 as part of a total amount added to work in process of
$6,404,910.



MWMC’s Capital Assets
(net of depreciation)

June 30,
2011 2010
Land $ 7,731,549 $ 7,731,549
Construction in Progress 12,118,868 8,511,073
Buildings 73,600,191 72,846,477
Machinery and Equipment 40,385,367 44,038,231
Other Assets 1,950,285 2,417,572
Total $ 135,786,260 $ 135,544,902

Debt Administration:

At the end of the current fiscal year, the MWMC had total bonded debt outstanding of
$88,365,000, all of which is secured solely by sewer revenue sources.

Notes payable at the end of the year were comprised entirely of State Revolving Fund Loans
(SRF) which were obtained as additional funding to implement the Facilities Plan at more
advantageous interest rates than issuing another revenue bond.

Additional information on the MWMC'’s capital assets and related debt can be found in Note E
and Note G, beginning on page 16 of this report.

Economic Factors and Next Year’s Budget and Rates:

For the year ended June 30, 2011, the Commission approved a 5% rate increase that was
effective July 1, 2010. The new rate resulted in an average residential billing of $20.91 per
month based on typical residential consumption of 5000 gallons. The budget included an annual
capital contribution of $10,043,844 in order to fund implementation of the Facilities Plan. The
budget also reflected the activities of a very large capital improvement program that will span at
least 15 years and is estimated to cost around $196,000,000 (in 2006 dollars). MWMC issued
the first of a series of revenue bonds in November 2006 for $47.3 million, with a second issued
in November 2008 for $50.7 million.

The FY 2011-12 budget reflects an 4% rate increase over the 2011 rates. The rates fund
operations and administrative services, debt service, capital contributions, and satisfy bond
coverage requirements. The new budget also includes an annual capital contribution of
$8,354,604 in order to fund the Facilities Plan.



Requests for Information

This financial report is designed to provide our citizens and rate payers with a general overview
of the finances for those funds maintained by the MWMC and to show MWMC’s accountability
for the funds it receives. Questions concerning any of the information provided in this report or
requests for additional financial information should be addressed to:

Accounting & Audit Manager
City of Springfield

225 Fifth Street,

Springfield, OR 97477
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Metropolitan Wastewater Management Commission

COMPARATIVE STATEMENTS OF NET ASSETS

June 30,
2011 2010
ASSETS
Capital assets:
Plant and buildings $ 117,380,240 $ 113,574,866
Machinery and equipment 96,995,817 99,496,558
Other assets 4,914,720 4,945,461
219,290,777 218,016,885
Less accumulated depreciation (103,354,934) (98,714,605)
115,935,843 119,302,280
Land 7,731,549 7,731,549
Construction work in progress 12,118,868 8,511,073
Total capital assets 135,786,260 135,544,902
Current assets:
Cash and investments 83,233,984 74,737,621
Intergovernmental receivable 3,401,081 5,046,917
Accrued interest 308,436 288,617
Prepaid expenses 33,726 36,487
Deposits 700,000 700,000
Total current assets 87,677,227 80,809,642
Restricted assets:
Cash and investments 2,490,749 4,391,548
Notes receivable (System Development Charges) - non current 439,368 121,594
Total restricted assets 2,930,117 4,513,142
Total assets 226,393,604 220,867,686
LIABILITIES
Current liabilities:
Accounts and contracts payable 2,631,248 2,788,947
Accrued payroll and other liabilities 115,585 106,523
Interest payable 787,177 745,621
Current portion of notes payable 389,351 184,464
Current portion of revenue bonds payable 3,495,000 3,350,000
Unearned revenues 10,840 9,033
Total current liabilities 7,429,201 7,184,588
Long-term liabilities:
Accrued absences payable 113,655 79,968
Net OPEB obligation 75,392 54,084
Notes payable 9,724,018 6,110,605
Revenue bonds payable (net of unamortized premium and current portion) 87,520,975 91,186,587
Total long-term liabilities 97,434,040 97,431,244
Total liabilities 104,863,241 104,615,832
NET ASSETS
Invested in capital assets (net of related debt) 58,186,486 59,374,170
Restricted for capital improvement 2,930,117 4,513,142
Unrestricted 60,413,760 52,364,542
Total net assets $ 121,530,363 $ 116,251,854

The accompanying notes are an integral part of these statements.



Metropolitan Wastewater Management Commission

COMPARATIVE STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

Operating revenues:
Sewer user fees
Other operating receipts
Total operating revenues
Operating expenses:
Operations and maintenance
Administration
Depreciation
Total operating expenses
Operating income
Non-operating revenues (expenses):
Interest income
Interest expense

Lease income
Loss on disposal of assets

Federal grant
Miscellaneous revenue

Total non-operating revenues (expenses)
Income before contributions

Capital contributions
Change in net assets

Net assets, beginning of year

Prior period adjustment

Net assets, as restated

Net assets, end of year

The accompanying notes are an integral part of these statements.

10

For the years ended June 30,

2011 2010
26,720,941 $ 25,764,564
10,842 11,205
26,731,783 25,775,769
10,847,894 10,158,190
2,121,884 2,269,753
7,365,057 7,519,908
20,334,835 19,947,851
6,396,948 5,827,918
599,516 1,442,764
(2,052,039) (2,356,891)
37,189 36,116
(409,162) (157,927)

- 2,000,000

10,767 10,280
(1,813,729) 974,342
4,583,219 6,802,260
695,290 640,228
5,278,509 7,442,488
116,251,854 108,481,703
- 327,663
116,251,854 108,809,366
121,530,363 $ 116,251,854




Metropolitan Wastewater Management Commission
COMPARATIVE STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Cash received from customers
Cash paid for employee services
Cash paid to suppliers for goods and services
Grant and miscellaneous revenue
Other operating receipts

Net cash provided by operating activities

Cash flows from capital and related financing activities:
Acquisition and construction of capital assets
Cash received on notes payable
Cash paid on revenue bonds payable
Interest payments
Arbitrage
Capital contributions
Proceeds from grants

Net cash used in capital and related financing activities

Cash flows from investing activities:
Interest received
Cash received on notes receivable
Lease income

Net cash provided by investing activities

NET INCREASE (DECREASE) IN CASH AND INVESTMENTS
Cash and investments, beginning of year

Cash and investments, end of year

Statement of Net Asset captions are as follows:
Cash and investments
Restricted assets - cash and investments

Reconciliation of operating income to net cash provided
by operating activities

Operating income
Adjustments to reconcile operating income to net
cash provided by operating activities:

Depreciation

Miscellaneous revenue

Changes in assets and liabilities:
Accounts receivable
Prepaid expenses
Accounts and contracts payable
Accrued payroll and other liabilities
Due to other government
Deferred revenue

Net cash provided by operating activities

The accompanying notes are an integral part of these statements.

1"

For the year ended June 30,

2011 2010
$ 28,366,777 $ 22,616,847
(1,598,976) (1,751,308)
(11,134,019) (14,781,360)
10,767 10,280
12,649 10,367
15,657,198 6,104,326
(8,343,240) (32,628,063)
3,818,300 6,295,069
(3,520,612) (3,405,613)
(2,010,483) (2,366,353)
- (294,800)
695,290 640,228
- 2,000,000
(9,360,745) (29,759,532)
579,696 1,546,180
(317,774) (32,783)
37,189 36,116
299,111 1,549,513
6,595,564 (22,105,693)
79,129,169 101,234,862
$ 85724733 $ 79,129,169
$ 83,233,984 $ 74,737,621
2,490,749 4,391,548
$ 85724733 $ 79,129,169
$ 6,396,948 $ 5827,918
7,365,057 7,519,908
10,767 10,280
1,645,836 (3,147,716)
2,761 (7,922)
169,965 (4,141,597)
42,749 18,684
21,308 25,609
1,807 (838)
$ 15,657,198 $ 6,104,326
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METROPOLITAN WASTEWATER MANAGEMENT COMMISSION
NOTES TO FINANCIAL STATEMENTS

June 30, 2011 and 2010
NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Metropolitan Wastewater Management Commission (MWMC) (a component unit of the City of Springfield,
Oregon) was established on February 9, 1977 through an intergovernmental agreement between Lane County and
the Cities of Eugene and Springfield. It was formed to construct, operate, and maintain regional sewage facilities.
The Commission is composed of seven voting members from Eugene, Springfield, and Lane County. Three of the
seven members are elected officials from each of the partner agencies’ governing bodies.

The financial operations of MWMC are reported as an entity using enterprise fund accounting. It is MWMC’s
intent that the costs of providing services to users on a continuing basis will be financed or recovered primarily
through an equitable fee levied on all user classes.

Reporting Entity

These financial statements include all funds, organizations, departments, and offices that are not legally separate
from the Commission. The City of Springfield, Oregon, under the criteria of the GASB, considers the Commission
to be a component unit. The City provides all administrative functions for MWMC in accordance with an
intergovernmental agreement. Given the nature and significance of MWMC’s relationship to the City, the City
believes it would be misleading to exclude MWMC from its basic financial statements.

The City of Springfield performs all administrative duties and construction of major capital assets for MWMC in
accordance with the provisions of a July 14, 1983 service agreement, which was updated and reaffirmed in 2005.
The City of Eugene performs all operations and maintenance duties for MWMC under the same updated service
agreement. The agreement is part of an arrangement among the Cities of Eugene and Springfield and MWMC
whereby the two Cities perform all necessary operational and staff support activities of MWMC.

Basis of Accounting

The financial operations of MWMC are accounted for using the accrual basis of accounting. As such, revenues are
recognized when they are earned and expenses are recognized when they are incurred.

All activities of the MWMC are accounted for within six proprietary (enterprise) funds. Proprietary funds are used
to account for operations that are (a) financed and operated in a manner similar to a private business enterprises
where the intent of the governing body is that the cost (expenses, including depreciation) of providing goods or
services to the general public on a continuing basis be financed or recovered primarily through user charges; or (b)
where the governing body has decided that periodic determination of revenues earned, expenses incurred, and/or net
income is appropriate for capital maintenance, public policy, management control, accountability, or other purposes.

The accounting and financial reporting treatment applied to the MWMC is determined by its measurement focus.
The transactions of the MWMC are accounted for on a flow of economic resources measurement focus. With this
measurement focus, all assets and all liabilities associated with the operations are included on the statement of net
assets. Net assets (i.e., total assets net of total liabilities) are segregated into three categories: invested in capital
assets, net of related debt; restricted for capital improvements; and unrestricted net assets.

The Commission has elected to apply all applicable Governmental Accounting Standards Board (GASB)
pronouncements as well as Financial Accounting Standards Board (FASB) Statements and Interpretations,
Accounting Principles Board (APB) Opinions and Accounting Research Bulletins (ARB) issued on or before
November 30, 1989 unless those pronouncements conflict with or contradict GASB pronouncements. Accordingly,
the accounting polices of the Commission conform to accounting principles generally accepted in the United States
of America (GAAP), as applicable to governmental entities reporting as a proprietary activity. The following is a
summary of the more significant policies.

12



METROPOLITAN WASTEWATER MANAGEMENT COMMISSION
NOTES TO FINANCIAL STATEMENTS

June 30, 2011 and 2010

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

MWMC distinguishes operating revenue and expenses from non-operating items. Operating revenues and expenses
generally result from providing services to users. The principal operating revenues involve charges for services,
and the major operating expenses include the costs of plant operation and maintenance, administration, and
depreciation of capital assets. All revenues and expenses not meeting these definitions are reported in these
financial statements as non-operating revenues and expenses.

Cash and Investments

MWMC participates in a cash and investment pool maintained by the City of Springfield as well as a separate
MWMC pool. The amount reported as cash and investments is the MWMC share of the total City of Springfield
cash and investment pool in addition to the separate MWMC pool. As of June 30, 2011, MWMC does not maintain
investments separate from the investment pools.

State statutes authorize the City to invest in obligations of the U.S. Treasury and its agencies, bankers’ acceptances,
high grade commercial paper, the State of Oregon Local Government Investment Pool and repurchase agreements.

Investments are stated at fair value.

For purpose of the statement of cash flows, cash and investments in the City-wide investment pool (including
restricted cash and investments) are considered cash and cash equivalents. The pool has the general characteristics
of a demand deposit account for MWMC in that MWMC may deposit additional cash at any time and may withdraw
cash at any time without prior notice or penalty.

Accounts Receivable

The municipal water utilities for the Cities of Eugene and Springfield bill and collect sewer user fees. The collected
amounts are due to MWMC. Accordingly, MWMC records the amounts due from the local water utilities as its
accounts receivable. Both utilities have historically collected over 99% of accounts receivable. Therefore no
allowance for uncollectible amounts is recorded.

Restricted Assets

Assets whose use is restricted for construction or other purposes by provisions of state law, grants or other
agreements are segregated.

When both restricted and unrestricted resources are available for use, it is MWMC’s practice to use restricted
resources first, when applicable, then unrestricted resources as they are needed.

Capital Assets

All capital assets are valued at historical cost or estimated historical cost. Cost includes labor, materials, and related
indirect costs. The cost of additions, renewals, and betterments are capitalized. Repairs and minor replacements are
charged to operating expenses.

All depreciation is accumulated and shown as a reduction of historical costs reported on the Statement of Net
Assets. Depreciation has been provided over the estimated useful lives of the assets using the straight-line method.
Upon disposal of such assets, the accounts are relieved of the related historical costs and accumulated depreciation
and resulting gains and losses are reflected in income.
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METROPOLITAN WASTEWATER MANAGEMENT COMMISSION
NOTES TO FINANCIAL STATEMENTS

June 30, 2011 and 2010

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

The estimated useful lives agree with those used for cost analysis purposes as required by federal regulations. They
are as follows:

Plant and buildings 10 — 40 years
Machinery and equipment 5— 15 years

Interest is capitalized on assets acquired with tax exempt debt. The amount of interest capitalized is calculated by
offsetting interest expense incurred from the date of the borrowing until completion of the project with interest
earned on invested proceeds over the same period.

Accumulated Unpaid Vacation, Sick Pay and Other Benefit Amounts

The portions of accumulated unpaid vacation, sick, and compensatory time that are not expected to be paid within
the year are reported as long-term liabilities.

Long-term Debt

Long-term debt is reported as a liability in the Statement of Net Assets. Bond issuance costs and deferred amounts
on refunding, if significant, are deferred and amortized over the life of the bond using straight-line amortization.
Bond premiums and discounts are amortized using the bonds outstanding method.

Use of Estimates

In preparing the Commission’s financial statements, management is required to make estimates and assumptions
that affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date
of the financial statements, and the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

Risk Management

MWMC is exposed to various risks of loss related to torts, theft of, damage to, and destruction of assets. MWMC
carries commercial insurance for such risks of loss. Settled claims resulting from these risks have not exceeded
commercial insurance coverage in any of the past three fiscal years.

NOTE B - INTERGOVERNMENTAL AGREEMENTS

In accordance with the MWMC service agreement dated July 14, 1983 and updated on July 5, 2005, the City of
Eugene is responsible for the operations of the regional sewage facilities. The agreement obligated MWMC for
costs incurred by the City of Eugene in operating and maintaining the Regional Sewage Facilities. These costs
include employee benefits for City of Eugene employees. The interagency payable at June 30, 2011 for operation
and maintenance costs incurred by the City of Eugene is $1,276,144 ($1,380,983 for 2010). The total costs charged
to MWMC for the year ended June 30, 2011 were $10,847,894 ($10,158,190 for 2010).

The City of Springfield, in accordance with the MWMC service agreement dated July 14, 1983 and updated July 5,
2005, provides the technical, financial, and administrative support services to MWMC. Costs charged to MWMC
for the years ended June 30, 2011 and 2010 were $2,121,884 and $2,269,753 respectively and include employee
benefits for City of Springfield employees.
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METROPOLITAN WASTEWATER MANAGEMENT COMMISSION
NOTES TO FINANCIAL STATEMENTS

June 30, 2011 and 2010

NOTE B - INTERGOVERNMENTAL AGREEMENTS - Continued

These costs include a pro-rata share of other post-employment benefits, specifically medical, dental and vision
coverage for eligible retirees, their spouses, domestic partners, and dependents on a self-pay basis. Due to the effect
of age, retiree claim costs are generally higher than claim costs for all members as a whole. The difference between
retiree claim costs and the amount of retiree healthcare premiums represents implicit employer contribution. In
addition, life insurance benefits are provided to fully disabled employees. The actuarial computed liability for the
plan at June 30, 2011 was $75,392.

NOTE C - COMMITMENTS AND CONTINGENCIES

At June 30, 2011, MWMC was obligated by contracts for uncompleted construction projects for $2,197,756. At
June 30, 2010, the obligation on contracts for capital improvements projects was $2,831,256.

NOTE D - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budgetary information

MWMC follows these procedures in establishing the budgetary data reflected in the statements presented in
required supplementary information section.

In the spring of each year, the Executive Officer submits a proposed budget to the Metropolitan Wastewater
Management Commission. The budget is prepared on the modified accrual basis of accounting. Estimated receipts
and expenditures are budgeted for by fund, department and category. Information on the past year’s actual receipts
and expenditures and the current-year amended budget are provided in the budget document. MWMC conducts a
public hearing for the purpose of obtaining citizen comments on the budget. MWMC then adopts the budget. All
three governmental bodies included in the intergovernmental agreement, the City of Springfield, the City of Eugene,
and Lane County, ratify the budget as appropriate. MWMC then makes a final approval by resolution.

The MWMC may change the budget throughout the year by transferring appropriations between levels of control
and by adopting supplemental budgets. Any changes adopted by MWMC in this manner must also be adopted by
the City of Springfield, because the MWMC budget is included in the budget of the City of Springfield.
Management may transfer budget amounts between individual line items within the control level, but cannot make
changes between the legal levels of control. During the fiscal year ended June 30, 2011, the MWMC adopted
several transfer resolutions and supplemental budgets increasing expenditures and reserves by $16,601,662. This
was funded by adjustments to beginning cash - carrying forward budget planned, but not spent at the end of
FY2010.
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METROPOLITAN WASTEWATER MANAGEMENT COMMISSION

NOTES TO FINANCIAL STATEMENTS

June 30, 2011 and 2010

NOTE E - CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2011 was as follows:

Capital assets, not being depreciated:
Land

Construction in progress

Total capital assets, not being depreciated

Capital assets, being depreciated:
Buildings

Machinery and equipment

Other

Total capital assets, being depreciated
Less accumulated depreciation for:
Buildings

Machinery and equipment

Other
Total depreciation

Total capital assets, being depreciated, net

Capital assets, net

NOTE F - REBATABLE ARBITRAGE

Beginning Increases Decreases and Ending

Balance Reclassifications Balance
$ 7,731,549 -8 - $ 7,731,549
8,511,073 6,120,751 (2,512,956) 12,118,868
16,242,622 6,120,751 (2,512,956) 19,850,417
113,574,866 1,652,301 2,153,073 117,380,240
99,496,558 273,266 (2,774,007) 96,995,817
4,945,461 2,215 (_32,956) 4,914,720
218,016,885 1,927,782 (_653,890) 219,290,777
(40,728,389) (3,051,660) - (43,780,049)
(55,458,327) (3,876,851) 2,724,728 (56,610,450)
(2,527,889) (436,546) - (2,964,435)
(98,714,605) (7,365,057) 2,724,728 (103,354,934)
119,302,280 (5,437,275) 2,070,838 115,935,843
$ 135,544,902 $ 683476 $ (442,118) $ 135,786,260

MWMC issued revenue bonds in the amount of $47,270,000 on November 14, 2006, and $50,730,000 on
November 20, 2008. Interest earnings on unspent bond proceeds may result in an arbitrage rebate due to the federal
government. Arbitrage regulations require that the first installment date computation be made at five years from the
delivery date. The rebate is required to be made within 60 days of the calculation. MWMC'’s liability is estimated

at zero as of June 30, 2011.
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METROPOLITAN WASTEWATER MANAGEMENT COMMISSION
NOTES TO FINANCIAL STATEMENTS

June 30, 2011 and 2010

NOTE G - LONG TERM DEBT

Revenue Bonds

The Metropolitan Wastewater Management Commission (a component unit of the City) sold $47,270,000 in
revenue bonds in November 2006 to provide resources to finance the capital improvements program. The bond
premium of $3,128,675 and the bond issue costs of $397,643 are being amortized over the life of the bonds. An
additional bond issuance of $50,730,000 was issued November 20, 2008 with a bond premium of $283,564 and

bond issue costs of $261,471 being amortized over the life of the bonds.
the bond covenants in the amounts of $3.7M and $4.0M respectively.

Revenue obligation bonds payable transactions for the year ended June 30, 2011 are as follows:

Reserves are maintained in accordance to

Sewer system revenue bonds
serviced by fund revenues:

Series 2006

Series 2008

Maturities of bond principal and interest are as follows:

Final Effective Outstanding Issued Outstanding
Issue Maturity Interest July 1, During Year Matured June 30, Due Within
Date Date Rate 2010 During Year 2011 One Year
11-15-06 2025 3.966%  $42,605,000 3 - $ 1,675,000 $40,930,000 $1,750,000
11-20-08 2028 4910%  $49,110,000 $ - $ 1,675,000 $47,435,000 $1,745,000

Revenue Bonds

Year

Principal Interest

2011-12 $ 3,495,000 $ 4,217,100
2012-13 3,640,000 4,070,025
2013-14 3,790,000 3,921,425
2014-15 3,950,000 3,756,700
2015-16 4,135,000 3,574,625
2016-29 69,355,000 23,450,857

$ 88,365,000 $42,990,732
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METROPOLITAN WASTEWATER MANAGEMENT COMMISSION
NOTES TO FINANCIAL STATEMENTS

June 30, 2011 and 2010

NOTE G - LONG TERM DEBT - Continued

Notes Payable

At June 30, 2011, notes payable are as follows:

Oregon Department of Environmental Quality (DEQ)
State Revolving Fund loan, payable in semiannual
installments, including interest at 2.77%, due 2030. $ 3,174,531

Oregon Department of Environmental Quality (DEQ)
State Revolving Fund loan, payable in semiannual
installments, zero interest, due 2030. 1,900,000

Oregon Department of Environmental Quality (DEQ)
State Revolving Fund loan, payable in semiannual
installments, including interest at 2.44%, due 2030. 4,175,181

Oregon Department of Environmental Quality (DEQ)
State Revolving Fund loan, payable in semiannual
installments, including interest at 2.65%, due 2032. 847,489

Oregon Department of Environmental Quality (DEQ)
State Revolving Fund loan, payable in semiannual

installments, including interest at 1.25%, due 2030. 16,168
Total business-type activities $10,113,369

Long-term liability activity for the year ended June 30, 2011 was as follows:

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Notes Payable $6,295,069 $3,981,440 $  (163,140) $10,113,369 $ 389,351

Principal amounts due on these notes payable in each of the next five years, and in the aggregate thereafter, are as
follows:

Fiscal Year Principal
2011-12 $ 389,351
2012-13 655,427
2013-14 733,152
2014-15 749,489
2015-16 766,250

Thereafter 6,819,700

$ 10,113,369
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METROPOLITAN WASTEWATER MANAGEMENT COMMISSION
NOTES TO FINANCIAL STATEMENTS

June 30, 2011 and 2010

NOTE G - LONG TERM DEBT - Continued

The MWMC maintained a loan reserve of $386,985 as of June 30, 2011 in accordance with the loan agreements
with the Oregon Department of Environmental Quality.

NOTE H - PRIOR PERIOD ADJUSTMENT

A prior period adjustment in the amount of $327,663 has been recorded in fiscal year 2010 to increase the beginning
fund balance. A piece of equipment was expensed in 2009, resulting in an overstatement of operating expenses and
an understatement of machinery and equipment. This equipment should have been capitalized at that time.

NOTE I - SUBSEQUENT EVENTS

The Metropolitan Wastewater Management Commission follows the provisions of Accounting Standards
Codification (ASC) 855 “Subsequent Events”. ASC 855 establishes accounting and disclosure requirements for
subsequent events. Management has evaluated subsequent events through November 4, 2011, the date on which the
financial statements were available to be issued. Management is not aware of any subsequent events that require
recognition or disclosure in the financial statements.
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METROPOLITAN WASTEWATER MANAGEMENT COMMISSION

REGIONAL WASTEWATER FUND

SCHEDULE OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

(NON-GAAP BUDGETARY BASIS) - BUDGET AND ACTUAL

Year Ended June 30, 2011

Adjustments
Budget to Budget GAAP
Original Revised Basis Basis Basis
Budget Budget Actual Variance Actual Actual
Revenues:
Charges for services $ 26,920,795 $ 26,920,795 $ 27,429,000 508,205 $ 260,038 $ 27,689,038
Use of money and property 150,000 150,000 115,045 (34,955) 5,781 120,826
Licenses and permits 7,500 7,500 9,414 1,914 28 9,442
Fines and forfeitures 1,500 1,500 1,400 (100) - 1,400
Miscellaneous receipts 700,500 700,500 2,491 (698,009) - 2,491
Total revenues 27,780,295 27,780,295 27,557,350 (222,945) 265,847 27,823,197
Expenses:
Current operating:
Finance 87,171 87,171 79,825 7,346 - 79,825
Public works 15,060,269 15,060,269 13,626,346 1,433,923 200,547 13,826,893
Debt service:
Debt service principal 425,000 425,000 163,140 261,860 (163,140) -
Interest 165,650 165,650 97,241 68,409 63,889 161,130
Depreciation - - - - 7,365,057 7,365,057
Total expenses 15,738,090 15,738,090 13,966,552 1,771,538 7,466,353 21,432,905
Excess of revenues over
(under) expenses 12,042,205 12,042,205 13,590,798 1,548,593 (7,200,506) 6,390,292
Other financing sources (uses):
Transfers in - - - - 8,488,141 8,488,141
Transfers out (16,141,132) (16,141,132) (16,141,132) - (163,140) (16,304,272)
Gain (loss) on disposal of assets - - - - (409,162) (409,162)
Total other financing sources (uses) (16,141,132) (16,141,132) (16,141,132) - 7,915,839 (8,225,293)
Change in net assets (4,098,927) (4,098,927) (2,550,334) 1,548,593 715,333 (1,835,001)
Net assets, beginning of year 10,584,063 10,959,616 10,959,616 - 134,962,536 145,922,152
Prior period adjustment - - - - 327,663 327,663
Net assets, as restated 10,584,063 10,959,616 10,959,616 - 135,290,199 146,249,815
Net assets, end of year $ 6,485,136 $ 6,860,689 $ 8,409,282 1548593 $ 136,005,532 $ 144,414,814
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METROPOLITAN WASTEWATER MANAGEMENT COMMISSION

REGIONAL WASTEWATER CAPITAL FUND
SCHEDULE OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
(NON-GAAP BUDGETARY BASIS) - BUDGET AND ACTUAL

Year Ended June 30, 2011

Adjustments
Budget to Budget GAAP
Original Revised Basis Basis Basis
Budget Budget Actual Variance Actual Actual
Revenues:
Intergovernmental revenue $ - $ - $ 4,108 $ 4,108 $ - $ 4,108
Use of money and property 355,300 355,300 265,559 (89,741) 18,729 284,288
Total revenues 355,300 355,300 269,667 (85,633) 18,729 288,396
Expenses:
Current operating:

Public works 605,579 907,515 331,959 575,556 (312,078) 19,881
Debt service:

Interest - - - - (156,434) (156,434)
Capital projects 26,111,059 23,703,589 4,347,497 19,356,092 (4,347,497) -
Bond sale expense - 174,513 174,512 (D) (174,512) -

Total expenses 26,716,638 24,785,617 4,853,968 19,931,647 (4,990,521) (136,553)

Excess of revenues over
(under) expenses (26,361,338) (24,430,317) (4,584,301) 19,846,016 5,009,250 424,949

Other financing sources (uses):

Transfers in 10,839,844 10,839,844 10,839,844 - 1,838,140 12,677,984
Transfers out - - - - (4,679,457) (4,679,457)
Intergovernmental 10,306,739 10,306,739 3,349,528 (6,957,211) (3,349,528) -
Total other financing sources (uses) 21,146,583 21,146,583 14,189,372 (6,957,211) (6,190,845) 7,998,527
Change in net assets (5,214,755) (3,283,734) 9,605,071 12,888,805 (1,181,595) 8,423,476
Net assets, beginning of year 34,863,273 35,138,081 35,138,079 ) (50,779,858) (15,641,779)
Net assets, end of year $ 29,648,518 $ 31,854,347 $ 44,743,150 $ 12,888,803 $ (51,961,453) $ (7,218,303)
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Revenues:

Use of money and property
Miscellaneous receipts

Total revenues
Expenses:
Current operating:
Public works
Debt service:
Interest
Arbitrage
Capital projects
Total expenses

Excess of revenues over
(under) expenses

Other financing sources (uses):
Transfers in
Transfers out
Total other financing sources (uses)
Change in net assets

Net assets, beginning of year

Net assets, end of year

METROPOLITAN WASTEWATER MANAGEMENT COMMISSION

SCHEDULE OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

REGIONAL WASTEWATER BOND CAPITAL FUND

(NON-GAAP BUDGETARY BASIS) - BUDGET AND ACTUAL

Year Ended June 30, 2011

Adjustments
Budget to Budget GAAP
Original Revised Basis Basis Basis
Budget Budget Actual Variance Actual Actual
$ 148,550 $ 148,550 $ 158,221 $ 9671  $ 24,815 183,036
3,500 3,500 8,275 4,775 1 8,276
152,050 152,050 166,496 14,446 24,816 191,312
- - - - 13,074 13,074
- - - - (14,178) (14,178)
- 294,810 - 294,810 - -
6,253,709 19,222,484 1,534,163 17,688,321 (1,534,163) -
6,253,709 19,517,294 1,534,163 17,983,131 (1,535,267) (1,104)
(6,101,659) (19,365,244) (1,367,667) 17,997,577 1,560,083 192,416
- - - - 1,675,000 1,675,000
- - - - (1,534,164) (1,534,164)
- - - - 140,836 140,836
(6,101,659) (19,365,244) (1,367,667) 17,997,577 1,700,919 333,252
15,197,563 29,859,692 29,859,693 1 (49,104,122) (19,244,429)
$ 9,095,904 $ 10,494,448 $ 28,492,026 $ 17,997,578 $  (47,403,203) (18,911,177)

23



Revenues:
Charges for services
Use of money and property
Total revenues
Expenses:
Current operating:
Public works

Excess of revenues over
(under) expenses

Other financing sources (uses):
Transfers out

Change in net assets
Net assets, beginning of year

Net assets, end of year

METROPOLITAN WASTEWATER MANAGEMENT COMMISSION

REGIONAL WASTEWATER IMPROVEMENT SDC FUND
SCHEDULE OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
(NON-GAAP BUDGETARY BASIS) - BUDGET AND ACTUAL

Year Ended June 30, 2011

Adjustments
Budget to Budget GAAP
Original Revised Basis Basis Basis
Budget Budget Actual Variance Actual Actual
$ 530,848 $ 530,848 $ 639,868 $ 109,020 $ 3801 $ 643,669
32,930 32,930 42,793 9,863 (8,027) 34,766
563,778 563,778 682,661 118,883 (4,226) 678,435
4,000 4,000 1,132 2,868 - 1,132
559,778 559,778 681,529 121,751 (4,226) 677,303
(2,500,000) (2,500,000) (2,500,000) - - (2,500,000)
(1,940,222) (1,940,222) (1,818,471) 121,751 (4,226) (1,822,697)
4,279,825 4,410,944 4,410,945 1 23,219 4,434,164
$ 2,339,603 $ 2,470,722 $ 2592474 $ 121,752 $ 18,993 $ 2,611,467
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Revenues:
Charges for services

Use of money and property
Total revenues
Expenses:
Current operating:

Public works

Excess of revenues over
(under) expenses

Other financing sources (uses):
Transfers out

Change in net assets
Net assets, beginning of year

Net assets, end of year

METROPOLITAN WASTEWATER MANAGEMENT COMMISSION

REGIONAL WASTEWATER REIMBURSEMENT SDC FUND

SCHEDULE OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

(NON-GAAP BUDGETARY BASIS) - BUDGET AND ACTUAL

Year Ended June 30, 2011

Adjustments
Budget to Budget GAAP
Original Revised Basis Basis Basis
Budget Budget Actual Variance Actual Actual
$ 58,433 $ 58,433 51,265 (7,168) $ 356 51,621
271 271 15,057 14,786 (1,269) 13,788
58,704 58,704 66,322 7,618 (913) 65,409
7,500 7,500 1,177 6,323 - 1,177
51,204 51,204 65,145 13,941 (913) 64,232
(50,000) (50,000) (50,000) - - (50,000)
1,204 1,204 15,145 - (913) 14,232
26,496 24,958 24,958 - 7,097 32,055
$ 27,700 $ 26,162 40,103 13,941 $ 6,184 46,287
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Expenses:
Debt service:
Principal
Interest

Total expenses

Other financing sources (uses):
Transfers in
Transfers out
Total other financing sources (uses)
Change in net assets

Net assets, beginning of year

Net assets, end of year

METROPOLITAN WASTEWATER MANAGEMENT COMMISSION

REGIONAL WASTEWATER DEBT SERVICE FUND

SCHEDULE OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
(NON-GAAP BUDGETARY BASIS) - BUDGET AND ACTUAL

Year Ended June 30, 2011

Adjustments
Budget to Budget GAAP
Original Revised Basis Basis Basis
Budget Budget Actual Variance Actual Actual
$ 3,360,000 $ 3,360,000 3,350,000 $ 10,000 $ (3,350,000) -
4,491,288 4,491,288 4,358,375 132,913 (2,296,854) 2,061,521
7,851,288 7,851,288 7,708,375 142,913 (5,646,854) 2,061,521
7,851,288 7,851,288 7,851,288 - - 7,851,288
- - - - (5,624,520) (5,624,520)
7,851,288 7,851,288 7,851,288 - (5,624,520) 2,226,768
- - 142,913 - 22,334 165,247
- 1,159,591 1,159,590 1) (737,562) 422,028
$ - $ 1,159,591 1,302,503 $ 142,912 $ (715,228)  $ 587,275
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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

Governing Board

Metropolitan Wastewater Management Commission
225 Fifth Street

Springfield, Oregon 97477

We have audited the basic financial statements of the Metropolitan Wastewater Management Commission (a
component unit of the City of Springfield, Oregon) as of and for the year ended June 30, 2011, and have issued our
report thereon dated December 15, 2011. 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 Commission'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 statements 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 279A, 279B, 279C).

Accountability for collecting or receiving money by elected officials - no money was collected or
received by elected officials.

In connection with our testing nothing came to our attention that caused us to believe the Commission 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.
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OAR 162-10-0230 Internal Control

In planning and performing our audit, we considered the Commission's internal control over financial reporting 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 Commission's internal control over
financial reporting. Accordingly, we do not express an opinion on the effectiveness of the Commission's internal
control over financial reporting.

See report on internal control over financial reporting and on compliance and other matters based on an audit of
financial statements performed in accordance with Governmental Auditing Standards following.

This report is intended solely for the information and use of the board of commissioners and management of the
Commission and the Oregon Secretary of State and is not intended to be and should not be used by anyone other
than these parties.

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

Charles A. Swank, A Shareholder
December 15, 2011
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GROVE, MUELLER & SWANK, P.C.

CERTIFIED 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

Governing Board

Metropolitan Wastewater Management Commission
225 Fifth Street

Springfield, Oregon 97477

We have audited the financial statements of Metropolitan Wastewater Management Commission (the Commission),
as of and for the year ended June 30, 2011, which collectively comprise the Commission’s basic financial
statements, and have issued our report thereon dated December 15, 2011. 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 Commission's internal control over financial reporting 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 Commission's internal control over
financial reporting. Accordingly, we do not express an opinion on the effectiveness of the Commission'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 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.

Our consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and was not designed to 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.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Commission'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.

This report is intended solely for the information and use of the Commission, federal awarding agencies, pass-
through entities and is not intended to be and should not be used by anyone other than those specified parties.

% w-//w"&l, £

IFIED PUBLIC ACCOUNTANTS
December 15, 2011
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GROVE, MUELLER & SWANK, P.C.

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 INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CIRCULAR A-133

Governing Board

Metropolitan Wastewater Management Commission
225 Fifth Street

Springfield, Oregon 97477

Compliance

We have audited the compliance of Metropolitan Wastewater Management Commission (the Commission) 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, 2011.
The Commission'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 Commission's
management. Our responsibility is to express an opinion on the Commission'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 Commission'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 Commission's
compliance with those requirements.

In our opinion, the Commission 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, 2011.

Internal Control Over Compliance

Management of the Commission is responsible for establishing and maintaining effective internal control over
compliance with requirements of laws, regulations, contracts and grants applicable to federal programs. In
planning and performing our audit, we considered the Commission's internal control over compliance with
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 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 Commission's internal control over compliance.
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A deficiency in internal control over compliance exists when the design or operation of a control over compliance
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 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 the Commission, federal awarding agencies, pass-
through entities and is not intended to be and should not be used by anyone other than those specified parties.

uelo "&L £

ERTWFIED PUBLIC ACCOUNTANTS

December 15, 2011
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METROPOLITAN WASTEWATER MANAGEMENT COMMISSION
(a component unit of the City of Springfield, Oregon)

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 30, 2011

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 noted
Noncompliance material to financial statements noted? No

Federal Awards
Internal control over major programs:

« Material weakness(es) identified? No
« Significant deficiency(ies) identified None noted
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
section 510(a) of Circular A-133? No

Identification of major program:

CEDA Number Name of Federal Program or Cluster
66.458 Clean Water State Revolving Fund
Dollar threshold used to distinguish between type A and type B programs: $300,000
Auditee qualified as low-risk auditee? No

FINANCIAL STATEMENT FINDINGS

None.

FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS

None.
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METROPOLITAN WASTEWATER MANAGEMENT COMMISSION
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For The Year Ended June 30, 2011

Grant Number or Federal
Federal Pass-Through Expenditures
Federal Grantor/Pass-Through CFDA Entity Identifying in Fiscal Year
Grantor/Program Title Number Number 2010-2011
State of Oregon - Department of Environmental Quality
Grants passed through State of Oregon:

Clean Water State Revolving Fund Loan 66.458 R64840 $ 2,493,667
Clean Water State Revolving Fund Loan 66.458 R64842 123,865
Total U.S. Department of Homeland Security 2,617,532
Total Expenditures of Federal Awards $ 2,617,532

See notes to the schedule of expenditures of federal awards
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Metropolitan Wastewater Management Commission

NOTES TO THE SCHEDULE OF EXPENDITURES OF
FEDERAL AWARDS

June 30, 2011

NOTE A — BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal grant activity
of the MWMC and is presented on the accrual basis of accounting. The information in this
schedule is presented in accordance with the requirements of OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Therefore, some amounts presented in
this schedule may differ from amounts presented in, or used in the preparation of, the general-

purpose financial statements.

NOTE B — LOANS RECEIVABLE OUTSTANDING

The MWMC had the following loan balances receivable at June 30, 2011

Federal
CFDA Amount
Program Title Number Qutstanding
Clean Water State Revolving Fund Loan R64840 66.458 $_747,286

NOTE C - LOANS PAYABLE OUTSTANDING

As of June 30, 2011 the MWMC had the following loan balances outstanding :

Federal
CFDA Amount
Program Title Number Outstanding
Clean Water State Revolving Fund Loan R64842 66.458 $ 850,385
Clean Water State Revolving Fund Loan R06648 66.458 1,900,000
Clean Water State Revolving Fund Loan R64840 66.458 2,493,667
Total $5,244,052
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