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INDEPENDENT AUDITORS' REPORT

Board of Directors
Oregon Water Wonderland Unit Il Sanitary District
Bend, Oregon

Report on the Financial Statements
Opinions

We have audited the financial statements of the business-type activities and each major fund of Oregon
Water Wonderland Unit Il Sanitary District (the District), as of and for the year ended June 30, 2025, and
the related notes to the financial statements, which collectively comprise the District’s basic financial
statements as listed in the table of contents.

In our opinion, the accompanying financial statements referred to above present fairly, in all material
respects, the respective financial position of the business-type activities and each major fund of the
District, as of June 30, 2025, and the respective changes in financial position and, where applicable, cash
flows thereof for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Our responsibilities under those
standards are further described in the Auditors’ Responsibilities for the Audit of the Financial Statements
section of our report. We are required to be independent of the District and to meet our other ethical
responsibilities, in accordance with the relevant ethical requirements relating to our audit. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

Responsibilities of Management for the Financial Statements

The District’s management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States of America,
and for the design, implementation and maintenance of internal control relevant to the preparation and
fair presentation of financial statements that are free from material misstatement, whether due to fraud
or error.

395 SW Bluff Drive, Suite 200, Bend, OR 97702 -
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In preparing the financial statements, management is required to evaluate whether there are conditions
or events, considered in the aggregate, that raise substantial doubt about the District’s ability to continue
as a going concern for twelve months beyond the financial statement date, including any currently known
information that may raise substantial doubt shortly thereafter.

Auditors’ Responsibilities for the Audit of the Financial Statements

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

In performing an audit in accordance with GAAS, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

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

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the District’s internal control. Accordingly, no such opinion is
expressed.

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

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

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

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, starting on page 5, be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management
about the methods of preparing the information and comparing the information for consistency with
management’s responses to our inquiries, the basic financial statements and other knowledge we
obtained during our audit of the basic financial statements. We do not express an opinion or provide any
assurance on the information because the limited procedures do not provide us with sufficient evidence
to express an opinion or provide any assurance.

Other Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the District’s basic financial statements. The Other Supplementary Information, as listed in the
table of contents, is presented for purposes of additional analysis and are not a required part of the basic
financial statements.

The Other Supplementary Information as listed in the table of contents is the responsibility of
management and was derived from and relates directly to the underlying accounting and other records
used to prepare the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements themselves,
and other additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the Other Supplementary Information is fairly stated, in all material
respects, in relation to the basic financial statements as a whole.

Prior-Year Comparative Information

We have previously audited the District’s 2024 financial statements of the business-type activities and
major funds and we expressed an unmodified audit opinion on those audited financial statements in our
report dated December 20, 2024. In our opinion, the summarized comparative information presented
herein as of and for the year ended June 30, 2024, is consistent, in all material respects, with the audited
financial statements from which it has been derived.
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Other Reporting Required by Oregon State Regulations

In accordance with Oregon State Regulations, we have also issued our report dated December 22, 2025
on our consideration of the District's compliance with certain provisions of laws, regulations, contracts,
and grants, including the provisions of Oregon Revised Statutes (ORS) as specified in Oregon
Administrative Rules 162-010-0000 through 162-010-0330 of the Minimum Standards for Audits of
Oregon Municipal Corporations. The purpose of that report is to describe the scope of our testing
necessary to address the required provisions of ORS, and not to provide an opinion on compliance with
such provisions.

Chladlee Mgl

Heather A. McMeekin — a shareholder
Sorren CPAs, P.C

Bend, Oregon

December 22, 2025


bwhitley_HARRCO
Heather
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OREGON WATER WONDERLAND UNIT Il SANITARY DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2025

As management of the Oregon Water Wonderland Unit Il Sanitary District (the District), we offer readers of the
District’s financial statements this narrative overview and analysis of the financial activities of the District for the
year ended June 30, 2025.

Financial Highlights
e The District’s total assets as of June 30, 2025, were $3,979,854, a decrease of $271,734.
e  The District’s total liabilities as of June 30, 2025, were $3,005,395, a decrease of $139,017.

e Net position of the District decreased by $122,561 during the year-ended June 30, 2025, compared to a
decrease of $191,372 in the prior year.

e  Operating revenues of the District were $895,477, increase of $43,535 from the prior year.

e  Operating expenses for the year ended June 30, 2025, were $966,196, of which $310,131 was
depreciation.

Overview of the Financial Statements

The following discussion and analysis is intended to serve as an introduction to the District’s basic financial
statements. The District’s basic financial statements are comprised of three components: (1) Statement of Net
Position, (2) Statement of Revenues, Expenses and Changes in Net Position and (3) Statement of Cash Flows.
This report also contains Management’s Discussion and Analysis (this section), Notes to the Financial Statements
and Other Supplementary Information, as described in the table of contents. An elected five-member Board,
with a representative from each zone, governs the District.

The basic financial statements include the Government-wide financial statements and notes to the financial
statements and are designed to provide the readers with a broad overview of the District’s finances in a manner
similar to a private-sector business. In the basic financial statements, the District’s activities are shown in one
category, showing the District’s operations and maintenance of a sanitary facility in Three Rivers, Oregon. These
activities are primarily financed through service fees paid by users.

The government-wide financial statements provide information about the District’s overall financial position and
results of operations. These statements, which are presented on the accrual basis, consist of the Statement of
Net Position, the Statement of Revenues, Expenses and Changes in Net Position and the Statement of Cash
Flows.

The Statement of Net Position presents information on all the District’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 District is improving or deteriorating.

-5-



OREGON WATER WONDERLAND UNIT Il SANITARY DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2025

The Statement of Revenues, Expenditures and Changes in Net Position and Statement of Cash Flows presents
information showing how the District’s net position changed during the fiscal year ended June 30, 2025. Changes
in net position are reported when the underlying event giving rise to the change occurs, regardless of the timing
of the related flows. Thus, revenues and expenses are reported in this statement for some items that will result
in cash flows for future fiscal periods, such as deferred revenue and accrued vacation.

The basic financial statements also include Notes to Financial Statements which provide additional information
that is essential to a full understanding of the data provided in the Government-wide financial statements.

The Other Supplementary Information provides fund financial statements that provide more detailed information
about the District’s operating expenses and budget to actual comparisons.

Government-Wide Financial Analysis

Net position at a specific point in time serves as a useful indicator of an entity’s financial position. In the case of
the District, assets exceeded liabilities and deferred inflows by $807,073 at June 30, 2025.

The District’s net position reflects its investment in capital assets (e.g., land, sewer system, buildings and
equipment); less any related debt used to acquire those assets that is still outstanding. The District uses these
capital assets to provide sewer service to its users; consequently, these assets are not available for future spending.

The remaining net assets consist of funds restricted for debt requirements and system development, and a
remaining balance of $610,654 that can be used to meet the District’s ongoing obligations to its users.

The District’s largest liability is for the repayment of revenue bonds. Current liabilities of the District consist
entirely of accounts payable, accrued payroll expense, accrued interest expense and current portion of long-term
debt.



OREGON WATER WONDERLAND UNIT Il SANITARY DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2025

A comparison to the prior year of a summarized Statement of Net Position and Statement of Revenues, Expenses
and Changes in Net Position is provided below:

Summarized Statement of Net Position

June 30, 2025 June 30, 2024 Change
Assets
Current assets S 1,616,812 S 1,622,765 S (5,953)
Other noncurrent assets 157,991 168,147 (10,156)
Capital assets, net of depreciation 2,205,051 2,460,676 (255,625)
TOTAL ASSETS 3,979,854 4,251,588 (271,734)
Liabilities
Current liabilities 246,774 216,210 30,564
Noncurrent liabilities 2,758,621 2,928,202 (169,581)
TOTAL LIABILITIES 3,005,395 3,144,412 (139,017)
Deferred inflows of resources
Deferred lease resources 157,991 168,147 (10,156)
Deferred revenue 9,395 9,395
TOTAL DEFERRED INFLOWS OF RESOURCES 167,386 177,542 (10,156)
Net Position
Invested in capital assets,
net of related debt (708,570) (567,526) (141,044)
Restricted 904,989 910,417 (5,428)
Unrestricted 610,654 586,743 23,911
TOTAL NET POSITION 807,073 929,634 (122,561)
Total liabilities, deferred inflows and net
position S 3,979,854 S 4,251,588 S (271,734)




OREGON WATER WONDERLAND UNIT Il SANITARY DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2025

Summarized Statement of Revenues, Expenses and Changes in Net Position

June 30, 2025 June 30, 2024 Change
Revenues
User fees S 795,525 S 789,262 S 6,263
Other fees and charges 13,778 15,053 (1,275)
System development charges 86,174 47,627 38,547
Lease revenue 13,757 13,359 398
Interest on investments 61,531 60,835 696
Total Revenues 970,765 926,136 44,629
Total Expenses 1,093,326 1,117,508 (24,182)
Changes in Net Position (122,561) (191,372) 68,811
Net position - Beginning of year 929,634 1,121,006 (191,372)
Net position - End of year S 807,073 S 929,634 S (122,561)

Other Supplementary Information

The District has included Other Supplementary Information beginning on page 27, which includes budgetary
comparisons for each fund and schedules required under Standards for the Audits of Oregon Municipal
Corporations.

Budgetary Highlights

The District's Governing Board adopted the fiscal year 2025 budget according to accepted standards and
presented it to the Deschutes County Assessor's Office within the proper timeline. Unexpected additional
resources may be added to the budget through the use of a supplemental budget and appropriations ordinance.
Such transfers require approval by the governing body.

Actual revenues were over budget by approximately $59,958 and expenditures were under budget in all
categories, except materials and services which over budget by $10,545.



OREGON WATER WONDERLAND UNIT Il SANITARY DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2025

Capital Assets and Long-Term Debt
Capital Assets

The District’s investment in capital assets includes land, improvements, buildings, the District’s sewer system and
machinery and equipment. As of June 30, 2025, the District’s investment in capital assets was $2,205,051, net of
accumulated depreciation. The cost of new capital assets placed into service during the year totaled $54,506,
while current year depreciation expense was $310,131. Additional information on capital assets is included in
Note 5 on page 23 of this report.

Long-Term Debt

During the prior year, the District issued Sewer System Revenue Refunding Bonds to refinance their four USDA
Rural Development loans for the financing of the sewer project constructed. As of June 30, 2025, the District had
$2,735,000 in debt outstanding related to the bond payable.

Additional information on debt is included in Note 7 beginning on page 24 of this report.

Requests for Information

This financial report is designed to provide a general overview of the District’s finances. Questions concerning
any of the information provided in this report or requests for additional information should be addressed to

Reed Campbell, District Operations Manager, Oregon Water Wonderland Unit |l Sanitary District, 55841 Swan
Road, Bend, Oregon 97707.
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OREGON WATER WONDERLAND UNIT Il SANITARY DISTRICT

STATEMENT OF NET POSITION

JUNE 30, 2025

(WITH COMPARATIVE TOTALS FOR JUNE 30, 2024)

General Capital Reserve Total
Fund Fund 2025 2024
ASSETS
CURRENT ASSETS
Cash and investments S 1,212,849 S 269,019 S 1,481,868 S 1,493,690
Accounts receivable, net of allowance 122,172 122,172 120,444
Prepaid expenses 12,772 12,772 8,631
TOTAL CURRENT ASSETS 1,347,793 269,019 1,616,812 1,622,765
NONCURRENT ASSETS
Lease receivable 157,991 157,991 168,147
Capital Assets
Land, improvements and other 443,807 443,807 443,807
Buildings 1,079,165 1,079,165 1,079,165
Sewer system 6,302,660 6,302,660 6,255,054
Machinery and equipment 1,455,509 1,455,509 1,448,609
Less accumulated depreciation (7,076,090) (7,076,090) (6,765,959)
TOTAL NONCURRENT ASSETS 2,363,042 2,363,042 2,628,823
TOTAL ASSETS S 3,710,835 S 269,019 S 3,979,854 S 4,251,588
LIABILITIES AND NET POSITION
CURRENT LIABILITIES
Accounts payable S 12,497 S S 12,497 S 2,704
Accrued payroll expenses 17,944 17,944 8,959
Accrued interest 61,333 61,333 104,547
Current portion of long-term debt 155,000 155,000 100,000
TOTAL CURRENT LIABILITIES 246,774 246,774 216,210
LONG-TERM LIABILITIES
Long-term capital debt 2,758,621 2,758,621 2,928,202
TOTAL LIABILITIES 3,005,395 3,005,395 3,144,412
DEFERRED INFLOWS OF RESOURCES
Deferred revenue 9,395 9,395 9,395
Deferred lease resources 157,991 157,991 168,147
TOTAL DEFERRED INFLOWS OF RESOURCES 167,386 167,386 177,542
TOTAL LIABILITIES AND DEFERRED INFLOWS OF RESOURCES 3,172,781 3,172,781 3,321,954
NET POSITION
Net investment in capital assets (708,570) (708,570) (567,526)
Restricted 904,989 904,989 910,417
Unrestricted 341,635 269,019 610,654 586,743
TOTAL NET POSITION 538,054 269,019 807,073 929,634
TOTAL LIABILITIES, NET POSITION AND DEFERRED INFLOWS OF RESOURCES $ 3,710,835 S 269,019 $ 3,979,854 S 4,251,588

-10-
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OREGON WATER WONDERLAND UNIT Il SANITARY DISTRICT

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
YEAR ENDED JUNE 30, 2025

(WITH COMPARATIVE TOTALS FOR JUNE 30, 2024)

OPERATING REVENUE
User fees
Other fees and charges
System development charges

Total Operating Revenue
OPERATING EXPENSES
Personnel services
Materials and services
Capital outlay
Depreciation
Total Operating Expenses
OPERATING LOSS
NON-OPERATING REVENUE (EXPENSE)
Interest income
Interest expense
Debt services
Lease revenue
Total Non-Operating Income (Expense)
INCOME (LOSS) BEFORE TRANSFERS
CHANGE IN NET POSITION
NET POSITION - BEGINNING OF YEAR

NET POSITION - END OF YEAR

See notes to the basic financial statements

General Capital Reserve Total
Fund Fund 2025 2024

S 795,525 S S 795,525 S 789,262
13,778 13,778 15,053
86,174 86,174 47,627
895,477 895,477 851,942
363,275 363,275 358,201
292,790 292,790 222,430
8,281

310,131 310,131 307,653
966,196 966,196 896,565
(70,719) (70,719) (44,623)
60,856 675 61,531 60,835
(127,130) (127,130) (127,685)
(93,258)

13,757 13,757 13,359
(52,517) 675 (51,842) (146,749)
(123,236) 675 (122,561) (191,372)
(123,236) 675 (122,561) (191,372)
661,290 268,344 929,634 1,121,006

S 538,054 S 269,019 S 807,073 S 929,634

-11-



OREGON WATER WONDERLAND UNIT Il SANITARY DISTRICT

STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2025
(WITH COMPARATIVE TOTALS FOR JUNE 30, 2024)

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers
Cash paid for goods and services
Cash paid to employees

Net cash provided by operating activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Acquisition of capital assets
Principal reduction of capital debt
Proceeds from bond issuance
Bond issuance expenses
Interest paid on capital debt

Net cash used in capital and related financing activities

CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES
Lease income

Net cash provided by non-capital and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest income received

NET INCREASE (DECREASE) IN CASH
CASH AND INVESTMENTS - Beginning of year

CASH AND INVESTMENTS - End of year

Reconciliation of operating income to net cash flows from operations:
Operating income

Adjustments to reconcile operating loss to cash provided by operations:
Depreciation
Changes in assets and liabilities:
Prepaid assessments
Accounts receivable
Accounts payable
Accrued payroll expenses

CASH FLOWS PROVIDED BY OPERATING ACTIVITIES

General Capital Reserve Total

Fund Fund 2025 2024
889,608 S S 889,608 S 851,404
(282,997) (282,997) (246,780)
(354,290) (354,290) (358,844)
252,321 252,321 245,780
(54,506) (54,506) (97,439)
(114,581) (114,581) (3,084,565)
3,039,138
(93,257)
(170,344) (170,344) (142,526)
(339,431) (339,431) (378,649)
13,757 13,757 13,359
13,757 13,757 13,359
60,856 675 61,531 60,835
(12,497) 675 (11,822) (58,675)
1,225,346 268,344 1,493,690 1,552,365
1,212,849 S 269,019 S 1,481,868 $ 1,493,690
(70,719) S $ (70,719) S (44,623)
310,131 310,131 307,653
(4,141) (4,141) (2,106)
(1,728) (1,728) 1,568
9,793 9,793 (16,069)
8,985 8,985 (643)
252,321 S - S 252,321 S 245,780

See notes to the basic financial statements

-12-



OREGON WATER WONDERLAND UNIT Il SANITARY DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The District
Oregon Water Wonderland Unit Il Sanitary District (the District) was formed October 1, 1975. The District is
located in Deschutes County, Oregon, and serves an area of approximately 700 acres with an estimated 1,014
residential lots. As of June 30, 2025, 893 of the lots were connected to the system. The primary focus of the
District is to provide sanitary services to patrons within the District boundary.
The District operates as a special water sanitary district and provides sanitary services to residential
customers. The District is operated as an enterprise in conformity with accounting principles generally
accepted in the United States of America, as applicable to governmental agencies. Enterprise funds are used
to account for operations that are financed and operated in a manner similar to private business enterprises,
where the intent of the governing body is that the cost, including depreciation, of providing services to the
public is financed primarily through user charges.
Financial Reporting Entity
The District's financial statements include the accounts of all District operations. The criteria for including
organizations as component units within the District's reporting entity, as set forth in Section 2100 of
Government Accounting Standards Board's (GASB's) Codification of Governmental Accounting and Financial
Reporting Standards, include whether:

e The organization is legally separate (can sue and be sued in their own name).

e The District holds the corporate powers of the organization.

e The District appoints a voting majority of the organization's board.

e The District is able to impose its will on the organization.

e The organization has the potential to impose a financial benefit/burden on the District.

e There is fiscal dependency by the organization on the District.

Based on the aforementioned criteria, there were no other entities found to be includable in the District's
reporting entity. The District was not includable in any other reporting entity.

-13-



OREGON WATER WONDERLAND UNIT Il SANITARY DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED
Basis of Accounting

The financial statements are reported using the economic resources measurement focus and accrual basis of
accounting. Revenues are recorded when earned and expenses are recorded when incurred regardless of
the timing of related cash flows. Grants and similar revenues are recognized if all eligibility requirements
imposed by the provider have been met.

The accounting and financial reporting treatment applied to the District is determined by its measurement
focus. The transactions of the District 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 Position. Net position (e.g. total assets net of total liabilities and deferred inflow of
resources) is segregated into investment in capital assets, restricted and unrestricted components. When
both restricted and unrestricted resources are available for use, it is the District’s policy to use restricted
resources first and then unrestricted resources as they are needed.

Fund Types and Major Funds

All activities of the District are accounted for within two proprietary (enterprise) funds. Proprietary funds are
used to account for operations that are (a) financed and operated in a manner similar to private business
enterprises where the intent of the governing body is that the cost (expenses, including depreciation) of
providing goods and 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.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. The principal operating revenue of the
District is from assessments on water rights. Operating expenses for the proprietary fund include the cost of
field maintenance, administrative expenses and depreciation on capital assets. All revenues and expenses
not meeting this definition are reported as non-operating revenues and expenses.

The General Fund is used to finance the general operations of the District and subject to restrictions of the
local budget law, its assets may be transferred to another fund for any authorized purpose. Principal

revenue sources are user fees and System Development Charge (SDC) fees.

The Capital Reserve Fund is used to accumulate funds for future equipment and improvement purchases.

-14-



OREGON WATER WONDERLAND UNIT Il SANITARY DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED
Cash and Cash Equivalents

For financial reporting and purposes of the statement of cash flows, cash includes demand deposits and
highly liquid investments with a maturity of three months or less at the time of purchase.

The District maintains separate bank accounts for its funds. Oregon Revised Statutes authorize the District to
invest in obligations of the United States Treasury and agencies, time certificates of deposit, bankers'
acceptances, repurchase agreements and the State of Oregon Local Government Investment Pool. Such
investments are stated at cost which approximates fair value. Interest income is allocated to the funds based
on actual cash balances.

Capital Assets

Capital assets include land, buildings, sewer system and equipment. Capital assets are defined by the District
as assets with an initial cost of more than $S500 and an estimated useful life in excess of one year. Capital
assets are recorded at historical cost or estimated historical cost if purchased or constructed. Donated
capital assets are recorded at their fair market value at the date of donation. The costs of normal
maintenance and repairs that do not add to the value of the asset or materially extend assets lives are not
capitalized. Major outlays for capital assets and improvements are capitalized as projects are constructed.

Buildings, equipment and sanitary systems are depreciated using the straight-line method over the estimated
useful life of the asset. Estimated useful lives are fifteen to fifty years for buildings and the District’s system
and five to seven years for equipment.

Compensated Absences

It is the District's policy to permit employees to accumulate limited earned but unused vacation benefits.
Accrued personal leave is recorded at actual accrued hours times current pay rates plus related fringe
benefits, as an expense when earned.

The District recognizes a liability for compensated absences for leave time that (1) has been earned for
services previously rendered by employees, (2) accumulates and is allowed to be carried over to
subsequent years, and 3) is more likely than not to be used as time off or settled during or upon separation
from employment. The liability for compensated absences is reported as incurred in the Government-wide
financial statements. The liability for compensated absences includes salary-related benefits. No liability is
recorded for unpaid accumulated sick leave since District policy does not allow payment upon separation of
service and employees generally accrue more hours than they take each year.
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OREGON WATER WONDERLAND UNIT Il SANITARY DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED
Deferred Inflows of Resources

In addition to liabilities, the Statement of Net Position will sometimes report a separate section for deferred
inflows of resources. This separate financial statement element represents an acquisition of net position that
applies to future period(s) and so will not be recognized as an inflow of resources (revenue) until that time.

Revenues received but not earned is the District’s sole amount that qualifies for this treatment and is
reported in the Statement of Net Position. This amount is deferred and recognized as an inflow of resources
in the period that amount becomes available.

Accounts Receivable

Assessed and uncollected receivables for water service can be attached as an enforceable lien on customer
property. No allowance for doubtful accounts is considered necessary for the assessment accounts
receivable. The District uses the direct write-off method for recognition of bad debts associated with
assessments. Delinquent accounts are submitted to the County Assessor each year and are collected by the
Deschutes County Tax Collector.

An allowance for doubtful accounts has been recorded for uncollected connection fees. In this case, a lien on
the related property is held with the District, but no payments have been made. The District will recognize
this revenue in the case that the property is sold. See Note 3 for additional information.

Lease Receivables

Lease receivables are recognized at the net present value of the leased assets at a borrowing rate either
explicitly described in the agreement or implicitly determined by the District, reduced by principal payments
received.

Budgetary Controls

The District budgets all funds in accordance with the Oregon Revised Statutes which set forth local budget
law procedures. The District’s Board of Directors authorizes appropriations for each fund, setting the level by
which expenditures cannot legally exceed appropriations. For each fund, personnel services, materials and
services, operations and maintenance, capital outlay, debt service and transfers, are the levels of control
over appropriations. The detail budget document, however, is required to contain more specific, detailed
information for the above-mentioned expenditure categories. Appropriations lapse at the end of each fiscal
year.
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OREGON WATER WONDERLAND UNIT Il SANITARY DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED
Budgetary Controls — Continued
With the approval of the Board of Directors, unexpected additional resources may be appropriated through
the use of a supplemental budget. The original and supplemental budgets require budget hearings before
the public, publications in newspapers, and approval by the Board of Directors. Original and supplemental
budgets may be modified during the fiscal year by the use of appropriations transfers between the legal
categories. Such transfers require approval by the Board of Directors.
Use of Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect certain
reported amounts and disclosures. Accordingly, actual results could differ from those estimates.
Comparative Information
The basic financial statements include certain prior year summarized comparative information in total. Such
information does not include sufficient detail to constitute a complete financial statement presentation.
Accordingly, such information should be read in conjunction with the District’s financial statements for the
year ended June 30, 2024, from which the summarized information was derived.
Adoption of New Accounting Pronouncement
During the year ended June 30, 2025, the District implemented the following GASB Pronouncements:
GASB Statement No. 101, Compensated Absences. Issued in June 2022, this Statement updates
recognition and measurement guidelines for compensated absences. There is no effect on the District’s
financial statements as a result of this Statement.
GASB Statement No. 102, Certain Risk Disclosures. This standard requires governments to disclose
essential information about risks related to vulnerabilities due to certain concentrations or constraints. There
is no effect on the District’s financial statements as a result of this Statement.

Future Accounting Pronouncements

The following GASB pronouncements have been issued, but are not effective as of June 30, 2025:
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OREGON WATER WONDERLAND UNIT Il SANITARY DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED
Future Accounting Pronouncements — Continued

GASB Statement No. 103, Financial Reporting Model Improvements. The objective of this Statement is to
improve key components of the financial reporting model to enhance its effectiveness in providing
information that is essential for decision making and assessing a government’s accountability. This statement
also addresses certain application issues. This Statement will be effective for the District for

fiscal year ending June 30, 2026.

GASB Statement No. 104, Disclosure of Certain Capital Assets. This Statement requires certain types of
capital assets to be disclosed separately in the capital assets note disclosures required by Statement 34.
This Statement also requires additional disclosures for assets held for sale. This Statement will be effective
for the District for fiscal year ending June 30, 2026.

The District will implement new GASB pronouncements no later than the required effective date. The District
is currently evaluating whether or not the above listed new GASB pronouncements will have a significant
impact to the District's financial statements.

NOTE 2 — CASH AND INVESTMENTS

The District's investment of cash funds is regulated by the Oregon Revised Statutes. Under these guidelines,
cash funds may be invested in bank accounts of deposit, general obligation issues of the United States and its
agencies, and certain states and certain guaranteed investments issued by banks and the State of Oregon
Local Government Investment Pool. During the year, the District did not purchase any repurchase
agreements or reverse repurchase agreements.
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OREGON WATER WONDERLAND UNIT Il SANITARY DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2025

NOTE 2 — CASH AND INVESTMENTS — CONTINUED
Cash and investments at June 30, 2025, consisted of the following:

Balance Sheet Classification:

Unrestricted cash S 15,280

Unrestricted equity in pooled investments 561,599
Unrestricted cash and equity in pooled investments 576,879

Restricted equity in pooled investments 904,989
Total cash and equity in pooled investment: 1,481,868

Deposits:

Bank demand deposits 15,130

Cash on hand 150
Total demand deposits and cash on hand 15,280

Investments:

Oregon short-term fund (Local Government Investment Pool) 1,197,568

Money market investment 269,020
Total investments 1,466,588
Total investments and deposit: S 1,481,868

Custodial credit risk: Custodial credit risk is the risk that in the event of a bank failure, the District’s deposits
may not be returned. State statutes require that all bank deposits in excess of the Federal Depository
Insurance Corporation (FDIC) or Federal Savings and Loan Insurance Corporation (FSLIC) insurance amounts
be collateralized through the Oregon State Treasurer’s Public Funds Collateralization Program. This program
provides a structure for specified depositories to participate in a shared liability collateral pool. Securities
pledged by individual institutions may range from 10% to 110% of public fund deposits depending on the
financial institution’s level of capitalization as determined by its federal regulatory authority.

The aggregate Oregon public fund collateral pledged at June 30, 2025, was $1,914,062,952 for reported
public funds of $3,243,644,898. The custodian, Federal Home Loan Bank of Seattle, is the agent for the
depository bank. The securities pledged are designated as subject to the Pledge Agreement between the
depository bank, custodian bank and Office of the State Treasurer (OST) and are held for the benefit of OST
on behalf of the public depositors. The District’s funds were held by financial institutions that participated in
the State Treasurer’s program and were in compliance with statutory requirements.

-19-



OREGON WATER WONDERLAND UNIT Il SANITARY DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2025

NOTE 2 — CASH AND INVESTMENTS — CONTINUED

Deposits with Financial Institutions: The District's deposits with financial institutions are insured up to
$250,000 by the FDIC. The District's policy, in compliance with state statutes, requires that deposits be
covered by the FDIC and deposited in a qualified depository for public funds. Certain financial institutions
have pledged they will cover deposits of public funds in any one of the group's banks, the banks that have
joined this group have been identified by the State Treasurer. The District only deposits funds in banks that
have been approved by the Office of the State Treasurer. At June 30, 2025, the carrying amount of the
District's deposits in the financial institution was $284,150 and the balance per the bank statements was
$300,721. These amounts are above FDIC insurance limits and not deemed to be in compliance with District
policy at year-end.

Interest rate risk: Interest rate risk is the risk that changes in interest rates will adversely affect the fair value
of an investment. The District invests in a highly liquid sweep account with daily maturities. Fair value of
these investments is not expected to vary greatly as interest rates change. The District does not have a
formal investment policy that limits maturities as a means of managing its exposure to fair value losses
arising from increasing interest rates beyond the limits provided in state statutes.

Investments: The District participates in the Oregon State Treasurer's Local Government Investment Pool
(LGIP), a non-SEC regulated, open-ended, no-load diversified portfolio created under ORS 294.805 to
294.895. The LGIP is administered by the State Treasurer and the Oregon Investment Council under the
governance of the Oregon Start-Term Fund Board. The LGIP is audited annually by the Oregon Secretary of
State, Audits Division. The Oregon State Treasurer's Office has calculated the fair value of the underlying
investments of the LGIP and the District's share of fair value is reflected below:

Investment Fair Value

Local Government Investment Pool S 1,197,568

Credit risk: State law limits investments to obligations of the United States Treasury and United States
Government agencies and instrumentalities, certain bankers' acceptances, repurchase agreements, certain
high-grade commercial paper and corporate bonds and obligations of states and municipalities. The District
has no investment policy that would further limit its investment choices. At June 30, 2025, the District was in
compliance with the above state limitations. The State of Oregon Local Government Investment Pool is
unrated.

Custodial credit risk — Investments: Custodial credit risk is the risk that, in the event of a failure of the
counterparty to a transaction, the District will not be able to recover the value of an investment or collateral
securities in the possession of an outside party. The LGIP’s portfolio rules provide that broker/dealers meet
certain qualifications and that investments are delivered to and held by a third-party custodian which holds
the securities in the State of Oregon’s name.
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OREGON WATER WONDERLAND UNIT Il SANITARY DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2025

NOTE 2 — CASH AND INVESTMENTS — CONTINUED

Foreign currency risk: Oregon Revised Statutes prohibit investments that are not U.S. dollar-denominated;
therefore, the District is not exposed to this risk.

Fair Value Measurements: GASB Statement No. 72, Fair Value Measurement and Application, specifies a
hierarchy of valuation classifications based on whether the inputs to the valuation techniques used in each
valuation classification are observable or unobservable. The fair value hierarchy, which has three levels, is
based on the valuation inputs used to measure an asset's fair value: Level 1 inputs are quoted prices in active
markets for identical assets; Level 2 inputs are significant other observable inputs and; Level 3 inputs are
significant unobservable inputs. The District has no investments that are measured using Level 1 or 3 inputs.
The investment in the Local Government Investment Pool is classified as a Level 2 investment.

Restricted cash and equity pooled investments: Cash and equity pooled investments that are restricted as to
withdrawal or use under the terms of certain contractual agreements are recorded as current assets on our
balance sheet.

The District’s restricted cash balances consist of minimum balance requirements related to debt agreements
and funds restricted for system development. The June 30, 2025, balance included cash collateral required

to be held against loans from the United States Department of Agriculture (USDA).

Restricted cash balances as of June 30, 2025, were as follows:

Restricted for:

Bond Reserve S 288,750
SDC Reimbursement Fee 377,206
SDC Improvement Fee 239,033
Total Restricted Cash S 904,989

NOTE 3 — ACCOUNTS RECEIVABLE

The District records user fees, connection fees and liens due from the county as accounts receivable. An
allowance for doubtful accounts is recorded for the uncollected connection fees. A detail of the District’s
accounts receivable as of June 30, 2025, is as follows:
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OREGON WATER WONDERLAND UNIT Il SANITARY DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2025

NOTE 3 — ACCOUNTS RECEIVABLE — CONTINUED

User fees S 93,163
Liens - Due from County 6
Connection fees, net of allowance

for doubtful accounts 29,003
Accounts receivable, net of allowance S 122,172

Of the $122,172 in user fees accounts receivable, $13,948 was over sixty days old as of June 30, 2025.
Customers
Residential customers make up 100 percent of all accounts and generate 100 percent of revenues from user

fees. The following table shows historical information regarding the Sewer System's customer base. Growth
in customers is due to increase in developed lots and new construction within the District.

Historical Sewer System Customer
Fiscal Year Number of Residential Customers

2025 893

2024 896

2023 892

2022 879

2021 860

2020 846

NOTE 4 — LEASE RECEIVABLE

Balance at Balance at
July 1, 2024 Addition Decrease June 30, 2025

Cell Tower Lease; interest at 4.0%, principal
and interest of $1,531 monthly and increasing
10% every 5 years, due June 2035 S 168,147 S S 10,156 S 157,991

S 168,147 S S 10,156 S 157,991
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OREGON WATER WONDERLAND UNIT Il SANITARY DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2025

NOTE 4 — LEASE RECEIVABLE — CONTINUED

Future maturities are as follows:

Year Ending June 30, Principal Interest Total

2026 12,272 6,096 18,368

2027 12,772 5,596 18,368

2028 13,292 5,076 18,368

2029 13,833 4,534 18,367

2030 14,397 3,971 18,368
2031-2035 91,425 9,599 101,024

S 157,991 S 34,872 S 192,863

Deferred inflows of resources mirror the principal payment maturities as described above. Deferred inflow of
resources related to leases receivable are amortized and recognized to revenue on a straight-line basis.

NOTE 5 — CAPITAL ASSETS

The District uses estimated useful lives for its capital assets between five and forty years. Changes in the
District’s capital assets during the year were as follows:

Balance Balance
July 1, 2024 Additions Disposals June 30, 2025
Capital assets not being depreciated
Land S 443,807 S S S 443,807
Capital assets being depreciated
Buildings 1,079,165 1,079,165
Sewer system 6,255,054 47,606 6,302,660
Machinery and equipment 1,448,609 6,900 1,455,509
Total capital assets 9,226,635 54,506 9,281,141
Accumulated depreciation
Buildings (478,773) (26,039) (504,812)
Sewer system (4,975,094) (241,900) (5,216,994)
Equipment (1,312,092) (42,192) (1,354,284)
Total accumulated depreciation (6,765,959) (310,131) (7,076,090)
Capital assets, net S 2,460,676 S (255,625) S S 2,205,051
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OREGON WATER WONDERLAND UNIT Il SANITARY DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2025

NOTE 6 — RISK MANAGEMENT

The District is exposed to various risk of loss related to torts; theft or damages to and destruction of assets;
errors and omissions; injury to employees; and natural disasters for which the District participates in the
Special District Insurance Services (SDIS) formed in 1985 by the Special Districts Association of Oregon
(SDAO). SDIS is a public entity risk pool currently operating as a common risk management and insurance
program for approximately 900 special districts in the state of Oregon. SDIS is self-sustaining through
member contributions and reinsures through commercial companies for excess of certain claims amounts.
The District’s coverage includes $5,000,000 of general liability insurance, among others, which are reviewed
periodically and there has not been a significant reduction in coverage from the prior years. Settled claims
resulting from these risks have not exceeded commercial insurance coverage in any of the past three fiscal
years, and there is no liability for claims that have been accrued as of June 30, 2025.

NOTE 7 - LONG-TERM DEBT

In 2023, the District issued Sewer System Revenue Refunding Bonds to refinance their four USDA Rural
Development loans for the financing of the sewer project constructed. Original issue was $2,835,000,
including serial bonds maturing 2024-2033 and term bond due 2037, interest rate of 5%, annual principal
payments ranging from $100,000 to $275,000, and semi-annual interest payments ranging from $6,875 to
$184,925, including unamortized bond premium of $178,621; secured by full faith and credit and taxing
power of the District. The bond matures in August 2037.

Changes in the long-term debt are summarized as follows:

Balance at Principal Matured Interest Matured Balance at Due Within
July1,2024 Issued and Paid and Paid June 30, 2025 One Year
US Bank Bond S 28300 § S 100000 & 18495 S 2735000 § 155000
2,835,000 100,000 184,925 2,735,000 155,000
Unamortized premium 193,202 14,581 178,621
Totals S 308202 § - S 114581 S 18495 S 2913621 & 155,000
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NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2025

NOTE 7 — LONG-TERM DEBT — CONTINUED

Future maturities for the US Bank Bond is as follows:

Sewer System Revenue Refunding Bonds, Series 2023

Year Ending June 30, Principal Interest Total
2026 S 155,000 S 132,875 S 287,875
2027 160,000 125,000 285,000
2028 170,000 116,750 286,750
2029 180,000 108,000 288,000
2030 190,000 98,750 288,750
2031-2035 1,085,000 339,945 1,424,945
2036-2038 795,000 60,625 855,625

S 2,735,000 S 981,945 S 3,716,945

The table below presents historical revenues, expenses and debt service coverage:

Historical Revenues, Expenses and Debt Service Coverage Table
(Fiscal Years Ended June 30)

Actual Actual Actual Actual Actual Actual

FY2020 FY2021 FY2022 FY2023 FY2024 FY2025
User Fees S 643,729 S 658,665 S 669,400 S 731,364 S 789,262 S 795,615
Other Fees and Charges 20,540 18,137 23,956 16,433 15,053 13,778
Interest Income 21,107 8,254 16,220 44,378 60,835 61,531
System Development Charges(l) 132,862 109,714 166,653 92,344 47,627 86,174
Gross Revenues 818,238 794,770 876,229 884,519 912,777 957,098
Operating Expenses 403,964 421,053 459,131 531,155 588,912 656,065
Net Revenues (with SDCs) 414,274 373,717 417,098 353,364 323,865 301,033
Net Revenues (without SDCs) 281,412 264,003 250,445 261,020 276,238 214,859
USDA Loan Debt Service(z) 281,200 281,200 281,200 281,200 281,200
2023 Bond Debt Service 284,925
Total Bond Debt Service S 281,200 S 281,200 S 281,200 S 281,200 S 281,200 S 284,925
Debt Coverage (with SDCs)" 1.47 1.33 1.48 1.26 1.15 1.06
Debt Coverage (without SDCs) 1.00 0.94 0.89 0.93 0.98 0.75
Net Revenues after Debt Service S 133,074 S 92,517 S 135,898 S 72,164 S 42,665 S 16,108

(1) Line item includes only the "reimbursed fee" SDCs that are eligible to pay debt service. The District also collects "improvement fee" SDCs that
are not eligible to pay debt service. Fluctuations attributable to amount of building activity in the District.

(2) The Refunded Loans.

(3) SDCs are only available to pay debt service to the extent permitted by law.

Source: The District
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NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2025

NOTE 8 — RETIREMENT PLAN

The District has established a standard 457(b) Plan for its employees, all of whom are eligible to participate in
the Plan. Employees may contribute the maximum allowed under IRS limitations, including an age-based
catch-up contribution each year. Employees must begin receiving benefits when they reach age 70.5. The
District will match up to $9,000 of an employee’s contributions each year. During the year ended June 30,
2025, the District’s contribution to the plan was $12,200.

NOTE 9 — OTHER POST-EMPLOYMENT BENEFITS

Plan Description. The District does not have a formal post-employment benefits plan for any employee
groups. However, the District is required by Oregon Revised Statutes 243.303 to provide retirees with group
health insurance from the date of retirement to age 65 at the same rate provided to current employees.
Although the District does not pay any portion of the retirees’ healthcare insurance, a retired employee
receives the implicit benefit of a lower healthcare premium which is subsidized among the premium cost of
coverage for active employees. GASB Statement 75 is applicable to the District due to this implicit rate
subsidy. This "plan" is not a stand-alone plan, and therefore, does not issue its own financial statements.

Funding Policy. Although the District does not currently have any retirees participating in their health
insurance plan, it will, when applicable, collect insurance premiums from all retirees each month and deposit
them. The District will then pay healthcare insurance premiums for all retirees at the blended rate for the
appropriate classification.

For the year ended June 30, 2025, the District made no contributions to the Plan and there were no retiree
payments. There are currently two active employees who receive health care benefits. The average single
member monthly contribution per employee for group health coverage for the year ended June 30, 2025,
was $735. The District has not conducted an actuarial study to determine its liability under this plan, as it is
deemed immaterial to the financial statements as a whole as of June 30, 2025.

NOTE 10 — SUBSEQUENT EVENTS

Subsequent events have been evaluated through December 22, 2025, the date the financial statements were
available to be issued.
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OREGON WATER WONDERLAND UNIT Il SANITARY DISTRICT

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
GENERAL FUND
YEAR ENDED JUNE 30, 2025

Original Variance
Budgeted Final Budgeted Actual Over (Under)
Amounts Amounts Amounts Budget
Revenues
User fees S 792,984 S 792,984 S 795,525 S 2,541
Other fees and charges 20,000 20,000 13,778 (6,222)
System development charges 62,850 62,850 86,174 23,324
Lease revenue 20,298 20,298 20,298
Interest on investments 15,000 15,000 54,315 39,315
Total revenues 911,132 911,132 970,090 58,958
Expenditures
Personnel services 380,895 380,895 356,383 (24,512)
Materials and services 285,000 285,000 295,545 10,545
Capital outlay 80,000 80,000 51,751 (28,249)
Debt services 284,925 284,925 284,925
Operating contingency 10,000 10,000 (10,000)
Total expenditures 1,040,820 1,040,820 988,604 (52,216)
Excess of revenues over (under) expenditures (129,688) (129,688) (18,514) 111,174
Other financing uses
Interfund transfer out (20,000) (20,000) 20,000
Total other financing uses (20,000) (20,000) 20,000
Net change in fund balance (149,688) (149,688) (18,514) 131,174
Fund balance - Beginning of year 1,512,443 1,512,443 1,338,890 (173,553)
Fund balance - End of year $ 1,362,755 $ 1,362,755 $ 1,320,376 S (42,379)
Net change in fund balance - budgetary basis above S (18,514)
Amounts reported for budgetary basis in the statement of Revenues, Expenditures and
Changes in Net Position are different because:
Budgetary basis records capital outlay as expenditures. However, in the Statement of
Revenues, Expenditures and Changes in Net Position, the costs of those assets are
allocated over their estimated useful lives and reported as depreciation expense.
- Capital asset additions 54,506
- Depreciation expense (310,131)
Repayment of long-term debt principal is an expenditure on the budgetary basis.
However, the repayment reduces long-term debt in the Statement of Revenues,
Expenditures and Changes in Net Position.
Repayment of principal 100,000
Amortization of bond premium 14,581

Compensated absences are recognized as an expenditure on the budgetary basis.
However, in the statement of activities, compensated absences are recognized as an
expenditure when earned. (6,892)
Accrued interest reported in the Statement of Revenues, Expenses and Changes
in Net Position does not require the use of current financial resources and, therefore,

is not reported as an expense for budgetary purposes. 43,214
Statement of Revenues, Expenditures and Changes in Net Position, page 11. S (123,236)
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SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL
CAPITAL RESERVE FUND
YEAR ENDED JUNE 30, 2025

Revenues
Interest on investments

Total revenues
Excess of revenues over expenditures

Other financing uses
Interfund transfer in

Total other financing uses
Net change in fund balance
Fund balance - Beginning of year

Fund balance - End of year

Net change in fund balance - budgetary basis above

Statement of Revenues, Expenditures and Changes in Net Position, page 11.
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Original Variance
Budgeted Final Budgeted Actual Over (Under)
Amounts Amounts Amounts Budget
400 S 400 S 675 S 275
400 400 675 275
400 400 675 275
20,000 20,000 (20,000)
20,000 20,000 (20,000)
20,400 20,400 675 275
297,882 297,882 268,344 (29,538)
318,282 S 318,282 S 269,019 S (49,263)
S 675
S 675
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INDEPENDENT AUDITORS’ REPORT
REQUIRED BY OREGON STATE REGULATIONS

Board of Directors
Oregon Water Wonderland Unit Il Sanitary District
Bend, Oregon

We have audited the basic financial statements of Oregon Water Wonderland Unit Il Sanitary District (the
District), as of and for the year ended June 30, 2025, and have issued our report thereon dated December
20, 2025. 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.

Compliance

As part of obtaining reasonable assurance about whether the District’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grants, including the provisions of Oregon Revised Statutes as specified in Oregon
Administrative Rules 162-010-000 through 162-010-0330 of the Minimum Standards for Audits of Oregon
Municipal Corporations, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those

provisions was not an objective of our audit, and accordingly, we do not express such an opinion.

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

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

e Budgets legally required (ORS Chapter 294)

e Insurance and fidelity bonds in force or required by law

e Programs funded from outside sources

e Authorized investment of surplus funds (ORS Chapter 294)

e Public contracts and purchasing (ORS Chapters 279A, 279B, 279C)
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INDEPENDENT AUDITORS’ REPORT
REQUIRED BY OREGON STATE REGULATIONS — CONTINUED

We reviewed the District’s procedures for preparation, adoption and execution of its budget for the year
ended June, 30, 2025, and found them to be in compliance with statutory requirements with the following
exception: Expenditures for materials and services in the general fund exceeded the appropriation by
$10,545.

In connection with our testing nothing came to our attention, that caused us to believe that the District was
not in substantial compliance with certain provisions of laws, regulations, contracts and grants, including
the provisions of Oregon Revised Statutes as specified in Oregon Administrative Rules 162-010-000 through
162-010-0330 of the Minimum Standards for Audits of Oregon Municipal Corporations.

OAR 162-010-0230 Internal Control

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

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

with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. We did, however, identify
deficiencies in internal control that, we consider to be a significant deficiency which we have included in our
separate management letter dated December 22, 2025.

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

Chladde. Mple..

Heather A. McMeekin — a shareholder
Sorren CPAs, P.C.
Bend, Oregon
December 22, 2025
-30-


bwhitley_HARRCO
Heather




