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L SERUTIED PURTIC ACCOURNIANTS — 8

July 30, 2024
INDEPENDENT AUDITORS' REPORT

To the Board of Directors
Three Sisters Irrigation District
Sisters, Deschutes County, Oregon

Report on the Financial Statements

We have audited the accompanying basic financial statements of Three Sisters Irrigation District (the District) as of
and for the years ended December 31, 2019 and 2018, and the related notes to the financial statements, which
collectively comprise the basic financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

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

Auditors' Responsibility

Our responsibility is to express an opinion on these basic financial statements based on our audit. We conducted our
audits in accordance with auditing standards generally accepted in the United States of America. Those standards
require that we plan and perform the audits to obtain reasonable assurance about whether the basic financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the basic
financial statements. The procedures selected depend on the auditors’ Jjudgment, including the assessment of the
risks of material misstatement of the basic financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the preparation and fair presentation of the basic
financial statements 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 internal control. Accordingly, we express no such
opinion. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of the basic
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the basic financial statements referred to above present fairly, in all material respects, the respective
financial position of the District, as of December 31, 2019 and 2018, and the respective changes in financial position
and cash flows thereof for the years then ended in accordance with accounting principles generally accepted in the
United States of America.



Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management's
Discussion and Analysis 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 management’s discussion and analysis because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance on it.

Report on Other Legal and Regulatory Requirements

In accordance with Minimum Standards for Audits of Oregon Municipal Corporations, we have issued our report
dated July 30, 2024, on our consideration of compliance with certain provisions of laws and regulations,
including the provisions of Oregon Revised Statutes as specified in Oregon Administrative Rules. The purpose
of that report is to describe the scope of our testing of compliance and the results of that testing and not to
provide an opinion on compliance.

X707 27294/5

ROY R. ROGERS, CPA
PAULY, ROGERS AND CO,, P.C.
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Management Discussion and Analysi(MD&A)
Year Ending December 31, 2019

The management of Three Sisters Irrigation District (District) presents this narrative of the financial
activities of the District for the calendar year ending December 31, 2019. The MD&A is based on
currently known facts, decisions, and conditions that existed at the date of the independent auditor's
report.

Financial Highlights

¢ Net position of the District decreased by $34,573 n calendar year 2019 over the prioryear.

*  Operating revenue of the District decreased by $142,031 i 2019.

*  Other income generated by the District included $778,084 in grants and construction project
revenues o install pipelines and build the micro-hydro.

*  Operating expenses increased $204,105, which is mostly attributed to changes n the cost of
water delivery.

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 four components: (1)
Statement of Net Position, (2) Statement of Revenues, Expenses, and Changes in Net Position, (3)
Statement of Cash Flows, and (4) Notes to the Financial Statements. The report also includes comparative
financial schedules from the prior year.

Basic Financial Statements

The basic financial statements are designed to provide the readers with a broad overview ofthe 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. The District's basic
function is the operation and maintenance of an irrigation facility to provide irrigation water to
landowners within the project. These activities are financed through service fees paid by landowners
with water rights.

The basic financial statements are comparative showing the current year compared to the prior year.

PO Box 2230, Sisters, OR 97759
Phone 541-903-4050
wiww. tsidweb.org office@tsidweb.org
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Notes to the Basic Financial Statements

The notes to the basic financial statements provide additional information that is essential to a full
understanding ofthe data provided in the financial statements.

Statement of Net Position

This statement provides information that includes all assets and liabilities ofthe District. In simple terms,
this statement presents a snapshot view ofthe assets the District patrons own, the liabilities that are owed,

and the net difference.

Net position may serve over time as a useful indicator of a government's financial position. In the case
ofthe District, assets exceeded liabilities by § 22,418,158 at December 31, 2019. The largest portion of
the District's assets reflects its investment in capital assets (e.g. land, irrigation 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 irrigation water to its patrons; consequently, these assets are not available
for future spending. The remaining assets consist of cash, receivables, and prepaid expenses (insurance)
which are used to meet the District's ongoing obligations to its patrons.

Statement of Net Position

2019
December 31, Over
{Under)
2019 2018 2018
Current Assets $215,498 $210,288 $5,210
Capital Assets 25,899,512 | 25,894,133 5,379
Other Assets 48,836 87,240 (38,4041
Total 26,163,846 | 26,191,661
Assets {27,815)
Current Liabilities 714,703 472,057 242,646
Long-Term Debt 3,030,985 3,266,873 {235,888)
Total Liabilities 3,745,688 3,738,930 6,758
Net Position
Investiment in Capital Assets 22,560,300 | 22,445,259 115,041
PO Box 2230, Sisters, OR 97759 Phone
541-903-4050 office@tsidweb.org
www tsidweb.org iv




Net of Debt
Unrestricted £142,1421 7,472 {111,659)
Total Net Position 22,418,158 | 22,452,731 3,382
Total Liabilities and Net 26,191,661 {27,815}
Position 26,163,846

Statement of Activities

This statement presents the operations of the District and information showing how the District's net
position changed over the most recent calendar year by tracking revenues and expenses. The District
charged water users $207,121 in user fees in the 2019 year. Water user fees are the District's major source
of'operating revenues. The Watson Hydroelectric Facility has become a source of income for the district.
Power generating income was $162,212 i 2019 as compared to $121,324 in 2018. Included i the
income report are the on-fann projects which TSID builds for water users at cost. The operating activities
resulted in operating loss of $658,608 for 2019. The operating loss for 2018 was $312,472.
Depreciation skews the district Operating Income (Loss) as the infrastructure for the District far
exceeds the operating income and expenses. District activities increased net position in 2019 by
$3,382. Construction grants received during the year amount to $284,935.

Depreciation

The purpose of depreciation is to match the cost of a productive asset (that has a useful life of more than
a year) to the revenues earned from using the asset. Since it is hard to see a direct link to revenues, the
asset's cost is usually allocated to (assigned to, spread over) the years in which the asset is used. The
TSID Modernization projects completed over the past 20 years have substantially increased the assets of
the District. The costs for installing the pipelines and hydroelectric facilities are not being assessed as a
cost to district members. Therefore, the depreciation expense is not reflective ofthe impact ofthe assets
on income. Without the depreciation expense, the operating income for 2019 is a loss of $33,631.

Overview of the District-Wide Financial Position and Operations

The District's overall financial position and operations for the past years are summarized below based on
information included in the current and prior financial statements:

RO Bk 2230, Sisters, OR 97759
Phone 541-903-4050
www tsidweb.org officewtsidweb.org




Statement of Revenues, Expenses, and Changes in Net

Position
2019
December 31, Over
(Under)
2019 2018 2018
Operating Revenue S  BE7B33 | & 699864 ${142,031)
Operating Expenses 1,216,441 1,012,336 204,108
Operating Income {Loss)
{658,608) (312,472) (346,136)
Non-Operating Income {Expense)
338,100 (152,811) 492,011
Capital Grants 284,935 1,306,041 (1,021,106}
Changes in Net Position {(34,573) 840,658 (875,231)
Net Position - Beginning of Year 22 452,791 24,612,073 840,658
Net Position - End of Year 22,418,158 22 45271 {34,573}

Debt OQutstanding

As of December 31, 2019, the District had $3,339,212 in long-term debt outstanding. This debt is due
to capital and construction projects to enhance water delivery and the construction ofthe Watson
Hydroelectric Facility.

Budgetary Highlights
The District prepares a budget for its general operation and maintenance fund for management purposes
only. No provisions of the Local Budget Law apply to the District.

PO Box 2230, Sisters, OR 97759
Phone 541-903-4050
www tsidweb.org office @tsidweb.org
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Financial Contact

This financial report & designed to provide a general overview ofthe District's finances for all those with
an interest in the government's finances. Questions concerning any of the information provided n this
report or requests for financial information should be addressed to:

e =
MC:/ A

Marc Thalacker, BOD Treasurer
Three Sisters Irrigation District
68000 Highway 20 West

PO Box 2230

Sisters, Oregon 97759

PO Bax 2230, Sisters, OR 97759

Phone 541-903-4050

www tsidweb.org officedtsidweb.org
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THREE SISTERS IRRIGATION DISTRICT
DESCHUTES COUNTY, OREGON

STATEMENTS OF NET POSITION
December 31,2019 and 2018

2019 2018
ASSETS:
Current
Accounts Receivable 195,322 197,007
Notes Receivable (Current) 18,615 11,621
Prepaid Expenses 1,561 1,660
Total Current Assets 215,498 210,288
Non-Current
Capital Assets
Non-Depreciable 2,536,736 1,929,476
Depreciable 28,154,498 28,131,402
Less: Accumulated Depreciation (4,791,722) (4,166,745)
Net Capital Assets 25,899,512 25,894,133
Notes Receivable 19,583 19,208
Restricted cash - DEQ loan reserve 29,253 68,032
Total Non-Current Assets 25,948,348 25,981,373
Total Assets 26,163,846 26,191,661
LIABILITIES AND NET POSITION:
Current Liabilities
Accounts Payable 320,115 137,538
Payroll-Related Liabilities 3,482 346
Accrued Interest Payable 37,955 -
Short-Term Debt 44,924 152,172
Current Portion of Long-Term Debt 308,227 182,001
Total Current Liabilities 714,703 472,057
Noncurrent Liabilities
Notes Payable, Less Current Portion 3,030,985 3,266,873
Total Noncurrent Liabilities 3,030,985 3,266,873
Total Liabilities 3,745,688 3,738,930
Net Position
Net Investment in Capital Assets 22,560,300 22,445,259
Unrestricted (142,142) 7,472
Total Net Position 22,418,158 22,452,731
Total Liabilities and Net Position 26,163,846 26,191,661

See accompanying notes to basic financial statements.



THREE SISTERS IRRIGATION DISTRICT
DESCHUTES COUNTY, OREGON

STATEMENTS OF ACTIVITIES
For the Years Ended December 31, 2019 and 2018

OPERATING REVENUES:
Water delivery
Account and service fees
Rent
Capital charges
Power generation
Other sales and miscellaneous

Total Operating Revenues

OPERATING EXPENDITURES:
Water delivery
Office expense
Administration
Payroll expense
Insurance
Legal
Power generation
Depreciation (Net)

Total Operating Expenses

Operating Income (Loss)

NON-OPERATING INCOME (EXPENDITURES):

Reimbursements for projects cost
Program costs
Loss on Disposal of Capital Assets
Interest Expense
Total Non-Operating Income
NET INCOME BEFORE GRANTS
Capital Grants
Change in Net Position

Beginning Net Position

Ending Net Position

2019 2018
207,121 475,437
18,126 17,861
7,348 7,619
76,868 77,623
162,212 121,324
86,158 -
557,833 699,864
25,151 29,992
20,435 23,555
39,799 43,910
373,896 179,429
11,185 14,735
48,305 25,074
72,693 67,119
624,977 628,522
1,216,441 1,012,336
(658,608) (312,472)
493,149 -
(91,985) (128,330)
(775) -
(61,289) (24,581)
339,100 (152,911)
(319,508) (465,383)
284,935 1,306,041
(34,573) 840,658
22,452,731 21,612,073
22,418,158 22,452,731

See accompanying notes to basic financial statements.



THREE SISTERS IRRIGATION DISTRICT
DESCHUTES COUNTY, OREGON

STATEMENTS OF CASH FLOWS
For the Years Ended December 31, 2019 and 2018

. 2019 2018
Cash Flows from Operating Activities
Cash Received from Customers $ 552,149 652,272
Cash Paid to Suppliers 3,063 (139,708)
Cash Paid to Employees (370,760) (179,654)
Net Cash Provided (Used) by Operating Activities 184,452 332,910
Cash Flows from Capital and Related Financing Activities
Purchase of Capital Assets (Net) (630,356) (1,869,290)
Contruction Grants 284,935 1,306,041
Proceeds from short term credit line (107,248) 135,217
Interest paid (61,289) (24,581)
Project reimbursements 401,164 (128,330)
Proceeds (payments) from Long-term Debt (109,662) 149,017
Net Cash Used by Capital and Related Financing Activities (222,456) (431,926)
Cash Flows From Non-Capital Financing Activities
Sale of Assets (775) -
Net Cash Provided By Non-Capital Financing Activities (775) -
Net Increase (Decrease) in Cash (38,779) (99,016)
Cash and Cash Equivalents, Beginning of Year 68,032 167,048
Cash and Cash Equivalents, End of Year $ 29,253 68,032
Operating Income (Loss) $ (658,608) (312,472)
Noncash Items included in Income
Depreciation Expense & Amortization (Net) 624,977 628,522
Decrease (Increase) In:
Accounts Receivable 1,685 (33,717)
Notes Receivable (7,369) (13,875)
Prepaids 99 7,415
Increase (Decrease) In:
Payroll Liabilities 3,136 (225)
Accounts Payable 182,577 57,262
Net Cash Provided By Operation $ 184,452 332,910
Composition of Cash
Restricted Cash - DEQ Reserve $ 29,253 68,032
Total $ 29,253 68,032

See accompanying notes to basic financial statements.
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THREE SISTERS IRRIGATION DISTRICT
DESCHUTES COUNTY, OREGON

NOTES TO BASIC FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The basic financial statements have been prepared in conformity with accounting principles generally
accepted in the United States of America (GAAP) as applied to governmental units. The Governmental
Accounting Standards Board (GASB) is the accepted standard-setting body for establishing governmental
accounting and financial reporting principles. The more significant of the accounting policies are described
below.

A. THE FINANCIAL REPORTING ENTITY

Three Sisters Irrigation District (the District) was established in 1917 to deliver water to its users. The
District is a quasi-governmental corporation, a political subdivision of the State of Oregon, duly organized
and operated under Oregon law governing irrigation districts. The District's irrigation system consists of a
series of owned and operated canals, privately owned and operated ditches, and two principal water storage
facilities.

The District's main source of operating revenue is from fees charged to users for the delivery of irrigation
water. The District’s expenditures are for the administration and operation, maintenance, and improvements
to the distribution system.

All of the organizations (a.k.a. component units) for which the District is financially accountable have been
considered for inclusion in the basic financial statements. Component units as established by the
Governmental Accounting Standards Board (GASB) Statement 61 are separate organizations that are
included in the financial statements because of the significance of their operational financial relationships
with the District. Financial accountability may be evidenced by an entity’s ability to appoint the voting
majority of the governing bodies of the organizations, and is either able to impose its will on those
organizations, or there is a potential for the organizations to either provide specific financial benefits or
impose specific burdens on the entity, or there is a fiscal dependency or intergovernmental relationship so
close that exclusion of those organizations from the basic financial statements of the District would render
them incomplete or misleading. There are no component units.

B. BASIS OF PRESENTATION

The basic 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 the related cash flows. Grants and similar revenues are recognized if all eligibility
requirements imposed by the provider have been met.

The District operates using one enterprise fund that accounts for the activities of the water distribution
system and the capital construction operations of the District.

C. BASIS OF ACCOUNTING

The basic financial statements are prepared on the accrual basis of accounting using the “economic
resources” measurement focus. Under the accrual basis of accounting, revenues are recognized when earned
and expenses are recognized when liabilities are incurred, regardless of the timing of the related cash flow.
Accordingly, all assets and liabilities are reflected within the Statements of Net Position with the equity
section representing “net total position.” Grants and similar revenues are recognized if all eligibility
requirements imposed by the provider have been met.



THREE SISTERS IRRIGATION DISTRICT
DESCHUTES COUNTY, OREGON

NOTES TO BASIC FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. BUDGET

The District prepares a budget for its general operation and maintenance fund for management purposes,
however the District is not required to publish a budget or provide budget to actual analysis in their financial
reports.

E. CAPITAL ASSETS

Capital assets include property, buildings and improvements, and equipment. Capital assets are defined by
the District as assets with an initial cost of more than $5,000 and an estimated useful life of more than 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.

Maintenance and repairs are expensed as incurred. Replacements that improve or extend the lives of property
are capitalized. Gains or losses realized from the sale of fixed assets are reflected in the statement of
operations. Depreciation of fixed assets has been recognized and reflected in the basic financial statements.

Capital assets are depreciated using the straight-line method over the following estimated lives:

Infrastructure & Buildings 10 to 50 years

Plants and Systems 10 to 50 years
Dams 10 to 50 years
Equipment 5 to 40 years
Vehicles 5to 15 years

F. RETIREMENT PLANS

The district does not offer any post-employment benefits nor does it participate in PERS.

G. CASH AND CASH EQUIVALENTS

Cash includes amounts in demand deposits. The District considers interest bearing investments due on
demand as cash equivalents.

For purposes of the statements of cash flows, all highly liquid investments with an original maturity of three
months or less when purchased and all amounts in pooled accounts are considered to be cash equivalents.

The cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term
investments with original maturities of three months or less from the date of acquisition.

H. ESTIMATES

The preparation of the basic financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
basic financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

-5-



THREE SISTERS IRRIGATION DISTRICT
DESCHUTES COUNTY, OREGON

NOTES TO BASIC FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

I. OPERATING REVENUES AND EXPENSES

The District reports fees charged to users as operating revenues. Non-operating revenues include interest and
grants.

Enterprise, or 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
revenues of the enterprise fund are account fees, water delivery, service fees, power generation, and capital
charges. Operating revenues are recorded when quarterly utility billings are generated.

Operating expenses for the enterprise fund, which includes the cost of sales and services and administrative
expenses, are recorded when expenditures are incurred. Depreciation of capital assets is recorded at the end
of each fiscal year as an operating expense. All revenues and expenses not meeting this definition are
reported as non-operating revenues and expenses.

J. RESTRICTED ASSETS

Certain assets have been restricted for specified purposes as required by Oregon Revised Statutes or bond
indentures.

K. FAIR VALUE INPUTS AND METHODOLOGIES AND HIERARCHY

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. Observable inputs are developed
based on market data obtained from sources independent of the reporting entity. Unobservable inputs are
developed based on the best information available about the assumptions market participants would use in
pricing the asset. The classification of securities within the fair value hierarchy is based upon the activity
level in the market for the security type and the inputs used to determine their fair value, as follows:

Level 1 — unadjusted price quotations in active markets/exchanges for identical assets or liabilities that each
Fund has the ability to access

Level 2 — other observable inputs (including, but not limited to, quoted prices for similar assets or liabilities
in markets that are active, quoted prices for identical or similar assets or liabilities in markets that are not
active, inputs other than quoted prices that are observable for the assets or liabilities (such as interest rates,
yield curves, volatilities, loss severities, credit risks and default rates) or other market—corroborated inputs)
Level 3 — unobservable inputs based on the best information available in the circumstances, to the extent
observable inputs are not available (including each Fund’s own assumptions used in determining the fair
value of investments)

The hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical assets or
liabilities (Level 1 measurements) and the lowest priority to unobservable inputs (Level 3 measurements).
Accordingly, the degree of judgment exercised in determining fair value is greatest for instruments
categorized in Level 3. The inputs used to measure fair value may fall into different levels of the fair value
hierarchy. In such cases, for disclosure purposes, the fair value hierarchy classification is determined based
on the lowest level input that is significant to the fair value measurement in its entirety.



THREE SISTERS IRRIGATION DISTRICT
DESCHUTES COUNTY, OREGON

NOTES TO BASIC FINANCIAL STATEMENTS

2. CASH AND INVESTMENTS

The cash management policies are governed by state statutes. Statutes authorized investments in bankers
acceptances, time certificates of deposit, repurchase agreements, obligations of the United States and its
agencies and instrumentalities, and the Oregon State Treasurer's Local Government Investment Pool.

DEPOSITS

Deposits with financial institutions are comprised of demand checking accounts. The total bank balance per
the bank statements as of December 31, 2019 and 2018 was $113,134 and $387,590, respectively, of which
$113,134 and $273,611, respectively, was covered by federal depository insurance and the remainder was
collateralized by the Oregon Public Funds Collateralization Program (PFCP). Oregon Revised Statutes
require deposits to be adequately covered by federal depository insurance or deposited at an approved
depository as identified by the Treasury.

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
to the District. The District's policy, in compliance with State Statutes, requires that the deposits be covered
by the Federal Deposit Insurance Corporation (FDIC) and deposited in a bank that is qualified in the Oregon
Public Funds Collateralization Program.

Cash as of December 31, 2019 and 2018 consisted of demand accounts and is reported as follows.

2019 2018

Restricted Cash  § 29,253 $ 68,032
TotalCash $ 29,253 $ 68,032

INVESTMENTS

Investments are stated at cost which approximates fair value. In accordance with governmental Accounting
Standards Board (GASB) Statement No. 31, Accounting and financial Reporting for Certain Investments and
for External Investment Pools, investments with a remaining maturity of more than one year, at the time of
purchase are stated at fair value. Fair value is determined at the quoted market price, if available; otherwise
the fair value is estimated based on the amount at which the investment could be exchanged in a current
transaction between willing parties, other than a forced liquidation sale. Investments in the State of Oregon
Local Government Investment Pool (LGIP) are stated at fair value.



THREE SISTERS IRRIGATION DISTRICT
DESCHUTES COUNTY, OREGON

NOTES TO BASIC FINANCIAL STATEMENTS

2. CASH AND INVESTMENTS (CONTINUED)

Investments in the Local Government Investment Pool (LGIP) are included in the Oregon Short-Term Fund,
which is an external investment pool that is not a 2a-7-like external investment pool, and is not registered
with the U.S. Securities and Exchange Commission as an investment company. Fair value of the LGIP is
calculated at the same value as the number of pool shares owned. The unit of account is each share held, and
the value of the position would be the fair value of the pool’s share price multiplied by the number of shares
held. Investments in the Short-Term Fund are governed by ORS 294.135, Oregon Investment Council, and
portfolio guidelines issued by the Oregon Short-Term Fund Board, which establish diversification
percentages and specify the types and maturities of investments. The portfolio guidelines permit securities
lending transactions as well as investments in repurchase agreements and reverse repurchase agreements.
The fund’s compliance with all portfolio guidelines can be found in their annual report when issued. The
LGIP seeks to exchange shares at $1.00 per share; an investment in the LGIP is neither insured nor
guaranteed by the FDIC or any other government agency. Although the LGIP seeks to maintain the value of
share investments at $1.00 per share, it is possible to lose money by investing in the pool. We intend to
measure these investments at book value since it approximates fair value. The pool is comprised of a variety
of investments. These investments are characterized as a level 2 fair value measurement in the Oregon Short
Term Fund’s audited financial report. Amounts in the State Treasurer’s Local Government Investment Pool
are not required to be collateralized. The audited financial reports of the Oregon Short Term Fund can be
found here:

http://www.oregon.gov/treasury/Divisions/Investment/Pages/Oregon-Short-Term-Fund-(OSTF).aspx

If the link has expired, please contact the Oregon Short Term Fund directly.

The District had the following investments and maturities:

Investment Maturities (in months)

Investment Type Fair Value Less than 3 3-17 18-59
State Treasurer's Investment Pool $ 15,149 $ 15,149 $ - $ -
Total $ 15,149 $ 15,149 $ - $ -
INTEREST RATE RISK

Oregon Revised Statutes require investments to not exceed a maturity of 18 months, except when the local
government has adopted a written investment policy that was submitted to and reviewed by the OSTFB.
There are no investments held that have a maturity date beyond 3 months.

CREDIT RISK - INVESTMENTS

Oregon Revised Statutes do not limit investments as to credit rating for securities purchased from US
Government Agencies or USGSE. The State Investment Pool is not rated.



THREE SISTERS IRRIGATION DISTRICT
DESCHUTES COUNTY, OREGON

NOTES TO BASIC FINANCIAL STATEMENTS

3. ASSESSMENTS AND ACCOUNTS RECEIVABLE

No allowance for doubtful accounts is considered necessary by management for the notes and accounts
receivables. The District uses the direct write-off method for recognition of bad debts. Irrigation district
assessments and accounts receivable are protected by Oregon Revised Statues and have priority over all
encumbrances of whatever kind or nature (ORS 545.494).

4. CHANGES IN CAPITAL ASSETS

The changes in Capital Assets for the year ended December 31, 2019 are summarized below:

Balance Balance
Jan 1, 2019 Additions Deletions Dec 31, 2019

Assets Not Being Depreciated

Land $ 75,294 $ - $ - $ 75,294

Construction in Process 1,854,182 607,260 - 2,461,442
Total Assets Not Being Depreciated 1,929,476 607,260 - 2,536,736
Assets Being Depreciated

Buildings 123,321 - - 123,321

Plant and Systems 26,523,864 - - 26,523,864

Dams 289,396 - - 289,396

Vehicles 48,931 25,096 (2,000) 72,027

Equipment 1,145,890 - - 1,145,890
Total Assets Being Depreciated 28,131,402 25,096 (2,000) 28,154,498
Accumulated Depreciation

Buildings & Improvements 78,907 4,740 - 83,647

Plant and Systems 2,984,131 529,584 - 3,513,715

Dams 231,759 3,328 - 235,087

Vehicles 47,631 800 (1,100) 47,331

Equipment 824,317 87,625 - 911,942
Total Accumulated Depreciation 4,166,745 626,077 (1,100) 4,791,722
Capital Assets, Net $ 25,894,133 $ 25,899,512

Deletions represent the disposal of a 1999 Ford Ranger for a loss of $775.



THREE SISTERS IRRIGATION DISTRICT
DESCHUTES COUNTY, OREGON

NOTES TO BASIC FINANCIAL STATEMENTS

4. CHANGES IN CAPITAL ASSETS (CONTINUED)

The changes in Capital Assets for the year ended December 31, 2018 are summarized below:

Balance Balance
Jan 1,2018  Adjustments Additions Deletions Dec 31,2018
Assets Not Being Depreciated
Land $ 75294 $ - -3 - 8 75,294
Construction in Process 88,575 - 1,765,607 - 1,854,182
Total Assets Not Being Depreciated 163,869 - 1,765,607 - 1,929476
Assets Being Depreciated
Buildings 123,321 - - - 123,321
Plant and Systems 26,554,181 (30,317) - - 26,523,864
Dams 289,396 - - - 289,396
Vehicles 48931 - - - 48,931
Equipment 1,011,890 - 134,000 - 1,145,890
Total Assets Being Depreciated 28,027,719 (30,317) 134,000 - 28,131,402
Accumulated Depreciation
Buildings & Improvements 74,167 - 4,740 - 78,907
Plant and Systems 2,464,801 - 519,330 - 2,984,131
Dams 229,398 - 2,361 - 231,759
Vehicles 47231 - 400 - 47,631
Equipment 722,626 - 101,691 - 824,317
Total Accumulated Depreciation 3,538,223 - 628,522 - 4,166,745
Capital Assets, Net $ 24,653,365 $ 25,894,133

During the year ended December 31, 2018, the District reviewed their capital assets

register and adjusted

balances for obsolete assets. This resulted in an adjustment reducing Plant and Systems $30,317.

S. POST-EMPLOYMENT BENEFITS

Governmental Accounting Standards Board (GASB) Statement 75 requires the District to determine the extent
of its liability for other post-retirement benefits and record the liability in its financial statements on the
accrual basis. The District, at this time, does not offer any post-employment benefits.

The District has decided not to participate in the Oregon Public Employees Retirement Fund, which is a cost-
sharing multiple employer defined benefit pension plan administered by the Oregon Public Employees

Retirement System (PERS).
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THREE SISTERS IRRIGATION DISTRICT
DESCHUTES COUNTY, OREGON

NOTES TO BASIC FINANCIAL STATEMENTS

6. LONG-TERM DEBT

The District’s long-term debt is as follows:
Equipment Note

The District borrowed $170,000 in the 2008 year to purchase equipment which cost $164,300 plus
Underwriters Discount, Insurance Fees, and Debt Service. This note is payable in annual principal
installments of $15,000 to $20,000 with interest paid semi-annually with coupon rates from 3.20% to 5.50%.
The average rate of interest is 4.96% over the 10 years of the agreement. The balance of this note was paid
off during 2018.

Piping Project Note Payable

The Department of Environmental Quality note R6914 is for the 2008 McKenzie Canyon Black Butte Canal
piping project. The outstanding balances as of December 31, 2019 and 2018 was $40,112 and $43,600. The
note agreement has a provision that 75% of the note will be forgiven upon completion of the project. The
outstanding loan balance reflects the 75% reduction to the note that has been reported as grant revenues. The
note is payable over 20 years with zero percent interest and is scheduled to be retired in 2030. The note has a
0.05% annual fee for the life of the note. The District makes semi-annual payments of $1,744 (not including
the loan fee) on this note. The loan agreement requires the District to establish a reserve of $2,908 in a
segregated Loan Reserve Account.

The Department of Environmental Quality note R91410 is for the 2009 Main Canal Pipeline Penstock Project
Equipment. The outstanding balances as of December 31, 2019 and 2018 was $1,400,000 and $1,500,000.
This note has zero percent interest and is scheduled to be retired in 2031. The note has a .05% annual fee for
the life of the note. The District makes semi-annual payments of $50,000 (not including the loan fee) on this
note. The loan agreement requires the District to establish a reserve of $50,000 in a segregated Loan Reserve
Account.

The Department of Environmental Quality note R91411 is for the 2010 Main Canal Pipeline Penstock Project
Equipment and Construction. The outstanding balances as of December 31, 2019 and 2018 was $198,777 and
$213,273. This note bears interest at 2.77% and is scheduled to be retired in 2031. The note also has an
annual fee of 0.05% over the life of the loan. The District makes semi-annual payments of $10,152 on the
note, not including the loan fee. The loan agreement requires the District to establish a reserve of $10,890 in
a segregated Loan Reserve Account.

The Department of Environmental Quality note R91412 is for the 2010 Main Canal Pipeline Penstock Project
Construction. The outstanding balances as of December 31, 2019 and 2018 was $230,649 and $244,033. The
note is payable in semi-annual payments of $9,954 with an annual interest rate of 2.71%. An annual fee of
0.05% is payable on the outstanding balance. This note is scheduled to be retired in 2033. The loan
agreement requires the District to establish a reserve of $10,115 in a segregated Loan Reserve Account.
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THREE SISTERS IRRIGATION DISTRICT
DESCHUTES COUNTY, OREGON

NOTES TO BASIC FINANCIAL STATEMENTS

6. LONG-TERM DEBT (CONTINUED)

Piping Project Note Payable (continued)

The Department of Environmental Quality note R91413 is for the Watson McKenzie Main Canal Piping
Project. In 2017 the loan was closed and a revised payment schedule was provided to Three Sisters Irrigation
District. The District was offered and accepted $468,592 in loan forgiveness, with principal payments
recommencing in 2023. The outstanding balance as of December 31, 2019 and 2018 was $850,910 and
$850,910, respectively. This note bears interest at 2.05% and is scheduled to retire in 2040. The note also has
an annual fee of 0.50% over the life of the loan. The loan agreement requires the district to establish a reserve
of $25,401 in a segregated loan reserve account.

On March 7, 2017, the District entered into a Clean Water State Revolving Fund Loan Agreement, number
R91414, with the State of Oregon Department of Environmental Quality. The total loan is payable in semi-
annual payments over twenty years, with an interest rate of 1.94% per annum. The District will not begin
making payments until the related canal project is completed, which is projected to be in 2020. As of
December 31, 2018, loan disbursements in the amount of $361,008 were taken of the total available loan
amount of $1,080,500. The outstanding balance as of December 31, 2019 was $361,008.

On March 18, 2019, the District entered into a commercial loan for a 2019 Ford F-150 truck with First
Interstate Bank. The total loan is payable in monthly payments over five years beginning in April of 2019,
with an interest rate of 4.62%. The outstanding balance as of December 31, 2019 was $21,706.

Bonneville Environmental Foundation Project Funding Loan

On February 2, 2016, the District entered into a project funding loan agreement with the Bonneville
Environmental Foundation for the development of the Watson Net Metering Micro-Hydro Demonstration
Project. Funding of $136,050 was issued to the District in 2016 with an additional $100,000 issued on
4/14/2017 for a total of $236,050. The District will repay the Bonneville Environmental Foundation in twelve
annual, no interest installments beginning in January of 2023.

The transactions of the long-term debt for 2019 are as follows:

Original Outstanding Matured and ~ Qutstanding Due in

Issue Issue 1/1/19 Issued Redeemed 12/31/19 One Year
Truck Loan $ 2509 $ - $ 2509 § 3390 § 21,706  $ 4733
DEQ Note #R6914 116,335 43,600 - 3,488 40,112 3,488
DEQ Notes #R91410 3,000,000 1,500,000 - 100,000 1,400,000 100,000
DEQ Notes #R91411 334,660 213,273 - 14,496 198,777 14,900
DEQ Notes #R91412 300,000 244,033 - 13,384 230,649 13,750
DEQ Notes #R91413 1,531,408 850,910 - - 850,910 62,563
DEQ Notes #R91414 361,008 361,008 - - 361,008 69,451
BEF Loan 2016 136,050 236,050 - - 236,050 39,342

$ 3448874 $ 25096 § 134758 § 3339212 § 308227
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THREE SISTERS IRRIGATION DISTRICT
DESCHUTES COUNTY, OREGON

NOTES TO BASIC FINANCIAL STATEMENTS

6. LONG-TERM DEBT (CONTINUED)

The total future debt service requirements of the notes as of December 31, 2019 are as follows:

Total Total

December 31, Principal Interest and Fee Total
2020 $ 308227 $ 115,447 § 423,674
2021 237,244 59,185 296,429
2022 239,882 54,721 294,603
2023 242,587 52,181 294,768
2024 241,016 48,635 289,651
2025-2029 1,067,791 152,969 1,220,760
2030-2034 728,237 59,740 787,977
2035-2039 223,573 22,253 245,826
2040-2044 50,655 970 51,625
Totals $ 3,339,212 $ 566,101 $  3,905313

The required loan reserve amounts and maturity dates as of December 31, 2019 were as follows:

2018 Reserve 2019 Reserve

Issue Maturity Date Amount Amount
DEQ Notes #R06914 3/1/2031 § 2,908 $ 2,908
DEQ Notes #R91410 9/1/2033 50,000 50,000
DEQ Notes #R91411 3/1/2031 10,890 10,890
DEQ Notes #R91412 9/1/2033 10,115 10,115
DEQ Notes #R91413 9/1/2040 25,401 25,401
Total Required Reserve $ 99314 $ 99,314

Management acknowledges that as of fiscal years ended December 31, 2019 and 2018 they had less cash then
they are required to by their loan covenants. Management asserts that DEQ is aware that the cash available
for reserves is not adequate and that DEQ will not be calling the debt due to not meeting the reserve
requirements.

The transactions of the long-term debt for 2018 are as follows:

Original Outstanding Matured and Outstanding Due in
Issue Issue 1/1/18 Adjustments Issued Redeemed 12/31/18 One Year

Equipment Note #1 $ 170,000 § 20,000 $ - $ - 3 20,000 $ - $ -
DEQ Note #R6914 116,335 47,088 - - 3,488 43,600 3,488
DEQ Notes #R91410 3,000,000 1,600,000 - - 100,000 1,500,000 100,000
DEQ Notes #R91411 334,660 227376 - - 14,103 213,273 14,496
DEQ Notes #R91412 300,000 257,062 - - 13,029 244,033 13,384
DEQ Notes #R91413 1,531,408 850,910 - - - 850,910 30,962

DEQ Notes #R91414 361,008 61,371 - 299,637 - 361,008 -
BEF Loan 2016 136,050 236,050 - - - 236,050 19,671
$ 3299857 § - $ 299637 $ 150620 § 3448874 $ 182001
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THREE SISTERS IRRIGATION DISTRICT
DESCHUTES COUNTY, OREGON

NOTES TO BASIC FINANCIAL STATEMENTS

7. SHORT TERM DEBT

In April 2003, the District entered into an agreement with First Interstate Bank (formerly Bank of the
Cascades) for a revolving line of credit with a limit of $50,000 in order to assist customers with costs
associated with the District’s piping projects (see Note 9). The agreement has a variable interest rate, with a
current rate of 6.5% as of December 26, 2019. The outstanding balance as of December 31, 2019 and 2018
was $44,924 and $33,172, respectively.

In February 2018, the District entered into an agreement with Commerce Bank for a Full Faith and Credit
Note with an original issue amount of $419,000 in order to cover grant expenditures before the grant revenue
is received. The note had a fixed interest rate of 3.23% and was paid off in 2019. The outstanding balance as
of December 31, 2019 and 2018 was $0 and $119,000 respectively.

Original Outstanding Outstanding Due in

Issuer Issue 1/1/19 Issued Reductions 12/31/19 One Year

First Interstate Bank $ 50,000 $ 33172 $ 41,068 $ 29316 $ 44,924 $ 44,924
Commerce Bank 419,000 119,000 - 119,000 - -

$ 152172 $ 41,068 $ 148316 $ 44924 $ 44924

8. RISK MANAGEMENT

The District is exposed to various risk of loss related to torts; theft of, damage to, and destruction of assets;
errors and omissions; injury to employees; and natural disasters for which the District carries commercial
insurance. The District reviews the coverage periodically, and there has not been a significant reduction in
coverage from the prior years. Any settlements have not exceeded coverage in the prior three calendar years.

9. NOTES RECEIVABLE

In October 2013, the District entered into an agreement with Cyrus Construction for an on-farm piping
project loan in the amount of $17,900. The note has a variable interest rate, with a current rate of 5.75% as of
12/26/2018, plus a $100 annual fee and is to be paid at $344 per month for 60 months beginning October
2013. The remaining balance receivable at December 31, 2019 and 2018, was $860 and $812, respectively.

In February 2018, the District entered into an agreement with John Schaad for an on-farm piping loan in the
amount of $26,500. The note has a variable interest rate, with a current rate of 7.25% as of 12/26/2018, plus a
$100 annual fee and is to be paid at $515.41 per month for 60 months, beginning March 1, 2018. The
remaining balance at December 31, 2019 and 2018 was $17,206 and $22,741, respectively.

In February 2018, the District entered into an agreement with Terry Rinke for an on-farm piping loan in the
amount of $1,530. The note has a variable interest rate, with a current rate of 7.25% as of 12/26/2018, plus a
$100 annual fee and is to be paid at $46.37 per month for 36 months, beginning March 1, 2018. The
remaining balance receivable at December 31, 2019 and 2018 was $985 and $1,283, respectively.
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THREE SISTERS IRRIGATION DISTRICT
DESCHUTES COUNTY, OREGON

NOTES TO BASIC FINANCIAL STATEMENTS

9. NOTES RECEIVABLE (CONTINUED)

In June 2015, the District entered into an agreement with Sisters View Ranch for an on-farm piping project
loan in the amount of $17,700. The note has a variable interest rate, with a current rate of 4.79% as of
12/26/2018 and is to be paid at $340 per month for 60 months beginning August 2015. The remaining
balance receivable at December 31, 2019 and 2018, was $2,171 and $5,993, respectively.

In October 2019, the District entered into an agreement with Helen Crawford for a construction loan in the
amount of $2,075. The note bears interest at 7.00% per annum plus a $100 annual fee, and is to be paid at
$180 per month for 12 months beginning November 2019. The remaining balance receivable at December 31,
2019 was $2,175.

In August 2019, the District entered into an agreement with Winfield Durham for a construction loan in the
amount of $2,300. The note bears interest at 7.00% per annum and is to be paid at $71 per month for 36
months beginning September 2019. The remaining balance receivable at December 31, 2019 was $2,303.

In August 2019, the District entered into an agreement with Joshua and Heidy Owens for a construction loan
in the amount of $3,110. The note bears interest at 7.25% per annum and is to be paid at $96 per month for
12 months beginning November 2019. The remaining balance receivable at December 31, 2019 was $2,392.

In October 2019, the District entered into an agreement with Karen Swaner for a construction loan in the
amount of $10,887. The note bears interest at 7.00% per annum and is to be paid at $261 per month for 48
months beginning November 2019. The remaining balance receivable at December 31, 2019 was $10,105.

Notes Receivable activity for payments received for year ended December 31, 2019 are as follows:

Outstanding Payment Outstanding To Be Received

Entity 1/1/19 Additions Interest Received 12/31/19 Within One Year

Cyrus $ 812 $ - $ 48 $ - $ 860 $ 860
Schaad 22,741 - 1,152 (6,687) 17,206 6,185
Rinke 1,283 - 73 (371 985 556
Sisters View Ranch 5,993 - 260 (4,082) 2,171 4,082
Crawford - 2,175 - - 2,175 1,795
Durham - 2,300 3 - 2303 852
Owens - 3,110 64 (782) 2,392 1,157
Swaner - 10,887 - (782) 10,105 3,128
$ 30,829 $ 18472 $ 1,600 $ (12,704) $ 38,197 $ 18,615

Notes Receivable activity for payments received for year ended December 31, 2018 are as follows:

Outstanding Payment Qutstanding To Be Received

Entity 1/1/18 Additions Interest Received 12/31/18 Within One Year

Cyrus $ 7,753 $ - $ 360 $ (7,301 3 812 $ 812
Schaad - 26,500 1,386 (5,145) 22741 6,173
Rinke - 1,530 78 (325) 1,283 556
Sisters View Ranch 9,201 - 534 (3,742) 5,993 4,080
3 16,954 $ 28,030 $ 2358 $(16,513) $ 30,829 $ 11,621
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THREE SISTERS IRRIGATION DISTRICT
DESCHUTES COUNTY, OREGON

NOTES TO BASIC FINANCIAL STATEMENTS

10. OPERATING LEASES

In November 2018 the District entered into an agreement with Pacific Office Automation to lease a Konica
Copier for $189 a month with payments beginning in January 2019 and the lease ending in 2023. Lease
expenses for the years ended December 31, 2019 and 2018 were $2,576 and $0, respectively. The future
minimum lease payments for this lease are as follows:

Fiscal year ending

December 31, Copiers
2020 $ 2,268
2021 2,268
2022 2,268
2023 2,268
Total 3 9,072
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R ORI AT COUNTANTS Y

PAULY, ROGERS AND CoO.,P.C.
12700 SW 72" Ave. Tigard, OR 97223

(503) 620-2632
www.paulyrogersandcocpas.com

July 30, 2024

Independent Auditors’ Report Required by Oregon State Regulations

We have audited the basic financial statements of Three Sisters Irrigation District as of and for the year ended
December 31, 2019, and have issued our report thereon dated July 30, 2024. 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 basic financial statements are free of material
misstatement, we performed tests of compliance with certain provisions of laws, regulations, contracts, and
grants, including the provisions of Oregon Revised Statues 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 the basic 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.

Insurance and fidelity bonds in force or required by law.

Authorized investment of surplus funds (ORS Chapter 294).

Public contracts and purchasing (ORS Chapters 279A, 279B, 279C).
Programs funded from outside sources.

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

OAR 162-10-0230 Internal Control

In planning and performing our audit, we considered internal control over financial reporting as a basis for
designing our auditing procedures for the purpose of expressing our opinion on the basic financial statements, but
not for the purpose of expressing an opinion on the effectiveness of the internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the internal controls over financial reporting.
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We noted matters involving the internal control structure and its operation that we consider to be material
weaknesses and significant deficiencies under standards established by the American Institute of Certified Public
Accountants, which are noted in our management letter dated July 30, 2024.

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

7y P e
ROY R. ROGERS, CPA
PAULY, ROGERS AND CO., P.C.
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