City of Stevenson
Notes to the Financial Statements
For the year ended December 31, 2023

Note 1 - Summary of Significant Accounting Policies

The City of Stevenson was incorporated on December 2, 1907 and operates under the laws of the state of
Washington applicable to a non-charter code City with a mayor-council form of government. The City is
a general-purpose local government and provides public safety, fire prevention, street maintenance,
planning, parks maintenance, water and sewer, municipal court, health and social services and general
administrative services.

The City reports financial activity in accordance with the Cash Basis Budgeting, Accounting and
Reporting System (BARS) Manual prescribed by the State Auditor’s Office under the authority of
Washington State law, Chapter 43.09 RCW. This manual prescribes a financial reporting framework that
differs from generally accepted accounting principles (GAAP) in the following manner:

e Financial transactions are recognized on a cash basis of accounting as described below.

e Component units are required to be disclosed, but are not included in the financial statements
(see Notes to the Financial Statements).

o Government-wide statements, as defined in GAAP, are not presented.

o All funds are presented, rather than a focus on major funds.

e The Schedule of Liabilities is required to be presented with the financial statements as
supplementary information.

e Supplementary information required by GAAP is not presented.

o Ending balances are presented using classifications that are similar to the ending balance
classification in GAAP.

A. Fund Accounting

Financial transactions of the government are reported in individual funds. Each fund uses a separate set of
self-balancing accounts that comprises its cash and investments, revenues and expenditures. The
government’s resources are allocated to and accounted for in individual funds depending on their intended
purpose. Each fund is reported as a separate column in the financial statements, except for fiduciary
funds, which are presented by fund types. The total column is presented as “memo only” because any
interfund activities are not eliminated. The following fund types are used:

GOVERNMENTAL FUND TYPES:

General Fund
This fund is the primary operating fund of the government. It accounts for all financial resources
except those required or elected to be accounted for in another fund.

Special Revenue Funds

These funds account for specific revenue sources that are restricted or committed to expenditures
for specified purposes of the government. The City uses three Special Revenue Funds: A Street
Fund, a Tourism Promotion Fund (Lodging tax fund) and an Affordable Housing Fund.

Capital Projects Funds

These funds account for financial resources which are restricted, committed, or assigned for the
acquisition or construction of capital facilities or other capital assets. The City uses one primary
Capital Projects Fund with separate capital projects funds for each major project.



https://app.leg.wa.gov/RCW/default.aspx?cite=43.09&full=true
https://sao.wa.gov/bars_cash/reporting/notes-to-financial-statements/note-x-component-units-joint-ventures-and-related-parties/

PROPRIETARY FUND TYPES:

Enterprise Funds

These funds account for operations that provide goods or services to the general public and are
supported primarily through user charges. The City uses one Enterprise Fund, the combined
Water/Sewer Fund.

Internal Service Funds

These funds account for operations that provide goods or services to other departments or funds
of the government on a cost reimbursement basis. The City uses one Internal Service Fund, the
Equipment Service Fund.

FIDUCIARY FUND TYPES:

Fiduciary funds account for assets held by the government in a trustee capacity or as a custodian
on behalf of others.

Custodial Funds

These funds are used to account assets that the government holds on behalf of others in a
custodial capacity. The City uses one Custodial Fund for Municipal Court Activities which are
passed through to the state or other agencies.

B. Basis of Accounting and Measurement Focus
Financial statements are prepared using the cash basis of accounting and measurement focus. Revenues
are recognized when cash is received, and expenditures are recognized when paid.

In accordance with state law the City also recognizes expenditures paid during twenty days after the close
of the fiscal year for claims incurred during the previous period.

C. Cash and Investments
See Note 4 - Deposits and Investments.

D. Capital Assets
Capital assets are assets with an initial individual cost of more than $5,000 and an estimated useful life in
excess of one year. Capital assets and inventory are recorded as capital expenditures when purchased.

E. Compensated Absences

Vacation leave may be accumulated up to 30 days and is payable upon separation or retirement. Sick
leave may be accumulated up to 1,440 hours. Upon separation after 25 years or retirement

employees do receive payment for unused sick leave at the rate of 25% of the total remaining balance.
Payments are recognized as expenditures when paid.

F. Long-Term Debt
See Note 6 — Long Term Debt.

G. Restricted and Committed Portion of Ending Cash and Investments

Beginning and Ending Cash and Investments are reported as restricted or committed when it is subject to
restrictions on use imposed by external parties or due to internal commitments established by City
Council. When expenditures that meet restrictions are incurred, the City intends to use the most restricted
resources first.




Restrictions and commitments of Ending Cash and Investments consist of:

e General Fund — The primary source of revenue is America Rescue Plan Act (ARPA) funds,
reserved in accordance with the Act, followed by unclaimed property, which is reserved in
accordance with RCW 63.29 and a private pass-through grant for the Park Plaza Project.

e Tourism Promotion Fund — The primary source of revenue is lodging tax receipts, which are
reserved for tourism promotion activities per state law (RCW 67.28.1816)

o Affordable Housing Fund — The primary source of revenue is the sales tax credit authorized in
2019 by SHB 1406, which is reserved for affordable housing activities per state law (RCW
82.14.540)

e Capital Improvement Fund — The primary source of revenue is the Real Estate Excise Tax
(REET), which is reserved for certain types of capital improvements per state law (RCW
82.46.010)

e HEALing SCARS Fund — The primary sources of revenue for this fund are environmental
mitigation donations, which were authorized in the 2022 budget in anticipation of the
commitment established by Stevenson Resolution 2023-402 adopted on January 19", 2023.

e Water/Sewer Fund —Balances required as part of USDA loans the City has incurred.

Note 2 - Budget Compliance

The City adopts annual appropriated budgets for 14 funds, for a total of 9 funds when rolled up. These
budgets are appropriated at the fund level. The budget constitutes the legal authority for expenditures at
that level. Annual appropriations for these funds lapse at the fiscal year end.

Annual appropriated budgets are adopted on the same basis of accounting as used for financial reporting.

The appropriated and actual expenditures for the legally adopted budgets were as follow:

Final Appropriated | Actual Expenditures

Fund/Department Amount Variance
001 - General Expense Fund 1,852,728.99 1,428,703.44 424,025.55
100 - Street Fund 983,494.56 751,036.82 232,457.74
103-Tourism Promo&
Develop Fund 714,628.27 459,075.37 255,552.90
300 - Capital Improvement 25,000.00 0.00 25,000.00
311 - First Street 25,000.00 0.00 25,000.00
312 - Columbia Ave 82,329.77 82,326.87 2.90
313 — Park Plaza Fund 100,000.00 86,230.28 13,769.72
400 - Water/Sewer Fund

Water/Sewer Fund 2,666,293.21 2,443,838.90 222,454.31

Wastewater System 13,886,930.00 7,727,485.91 6,159,444.09

Total 400 - Water/Sewer 16,553,223.21 10,171,324,81 6,381,898.40

500 - Equipment Service 275,834.23 286,856.69 (11,022.46)

Budgeted amounts are authorized to be transferred between departments within any fund/object classes
within departments; however, any revisions that alter the total expenditures of a fund, or that affect the
number of authorized employee positions, salary ranges, hours, or other conditions of employment must
be approved by the City’s legislative body.



For reporting purposes, the Water System Improvements Fund was rolled into the Water/Sewer Fund.

Interfund activity between managerial funds for transactions such as transfers and loans has been
eliminated in the consolidation of the financials.

The Equipment Services exceeded budgeted expenses due to costs associated with December repairs to
the Vac Truck caused by a blown tire.

Note 3 — Deposits and Investments

Investments are reported at original cost. Deposits and investments by type at December 31, 2023 are as
follows:

City’s own
Type of deposit or investment deposits and Total
investments
Bank deposits $1,898,495 $1,898,495
Local Government Investment Pool 2,671,323 2,671,323
U.S. Government securities 2,612,336 2,612,336
Total $7,182,154 $7,182,154

It is the City’s policy to invest all temporary cash surpluses. The interest on these investments is prorated
to the various funds.

Investments in the State Local Government Investment Pool (LGIP)

The City is a voluntary participant in the Local Government Investment Pool, an external investment pool
operated by the Washington State Treasurer. The pool is not rated and not registered with the

SEC. Rather, oversight is provided by the State Finance Committee in accordance with Chapter 43.250
RCW. Investments in the LGIP are reported at amortized cost, which is the same as the value of the pool
per share. The LGIP does not impose any restrictions on participant withdrawals.

The Office of the State Treasurer prepares a stand-alone financial report for the pool. A copy of the
report is available from the Office of the State Treasurer, PO Box 40200, Olympia, Washington 98504-
0200, online at www.tre.wa.gov.

Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in event of a failure of a depository financial institution,
the City would not be able to recover deposits or would not be able to recover collateral securities that are
in possession of an outside party. The City’s deposits and certificates of deposit are mostly covered by
federal depository insurance (FDIC) or by collateral held in a multiple financial institution collateral pool
administered by the Washington Public Deposit Protection Commission (PDPC).

All investments are insured, registered or held by the City or its agent in the government’s name.


https://app.leg.wa.gov/rcw/default.aspx?cite=43.250
https://app.leg.wa.gov/rcw/default.aspx?cite=43.250
http://www.tre.wa.gov/

Intergovernmental Loans

In March of 2022, the City loaned the Stevenson Community Pool District $40,000 to be paid back over
two years at 2% interest. On December 15, 2022, the City forgave $25,000 of this loan. On 12/26/23 the
remaining balance of this loan was paid off in full.

Note 4 — Environmental and Certain Asset Retirement Liabilities

The City owns 1 well located on city owned property. The life of the well is perpetual due to its use as an
emergency water source on an intermittent basis. There are currently no decommissioning requirements.

Note 5 — Leases
After a thorough review, the City has determined it does not have any lease activity to disclose for 2023.

Note 6 — Long-Term Debt (formerly Debt Service Requirements)

The accompanying Schedule of Liabilities provides more details of the outstanding debt and liabilities of
the city and summarizes the city’s debt transactions for year ended December 31, 2023.

The debt service requirements for revenue bonds, public works and private loans are as follows:

Year Principal Interest Total

2024 116,245 19,340 135,585
2025 118,584 17,236 135,820
2026 120,984 15,078 136,061
2027 100,172 12,865 113,037
2028 102,697 10,713 113,409
2029 — 2033 322,951 30,162 353,113
2034 - 2038 221,078 13,409 234,487
2039 - 2043 143,647 2,545 146,192
Total $1,246,358 | $121,348 | $1,367,704

The city also has a loan for the construction of Wastewater System Upgrades through the Washington State
Department of Ecology it will be drawing on through 2024. The total loan of $10,301,371 contains
$931,946 of forgivable principal. Through 2023, the city has drawn $8,451,761 against the loan. The term
of the loan is 30 years at 1.5% interest.

The debt service requirements for this loan at this time are as follows:

Year Principal Interest Total

2024 0 0 0
2025 224,953 100,749 325,702
2026 228,340 98,039 326,379
2027 231,778 95,289 327,067
2028 235,268 92,497 327,765
2029 — 2033 1,230,552 419,115 1,649,667




2034 - 2038 1,326,022 342,740 1,668,762
2038 - 2043 1,428,898 260,439 1,689,337
2044 - 2048 1,539,755 171,753 1,711,508
2049 - 2053 1,659,214 76,187 1,735,401
2054 - 2058 346,981 3,127 350,108
Total $8,451,761 | $1,659,935 | $10,111,696

The city has also secured a loan through USDA Rural Development it will be drawing on through 2024.
The loan is in the amount of $873,000 towards wastewater collection system improvements. As of 2023,
the city has drawn $253,680 against the loan. The term of the loan is 40 years at 1.375% interest. This
project is expected to be completed in 2024.

The debt service requirements for this loan at this time are as follows:

Year Principal Interest Total
2024 0 0 0
2025 4,811 3,484 8,295
2026 4,878 3,418 8,295
2027 4,945 3,350 8,295
2028 5,014 3,282 8,295
2029 — 2033 26,129 15,347 41,476
2034 - 2038 27,989 13,487 41,476
2039 - 2043 29,981 11,495 41,476
2044 - 2048 32,115 9,361 41,476
2049 - 2053 34,401 7,075 41,476
2054 - 2058 36,850 4,626 41,476
2059 - 2063 39,473 2,003 41,476
2064 - 2068 7,094 69 7,165
Total $253,680 $76,998 $330,677

Assets Pledged as Collateral for Debt
The following debt is secured by assets that are pledged as collateral:

Debt Asset
2020 Opus Loan City Water Meters

Note 7 — Pension Plans

A. State Sponsored Pension Plans

Substantially all City’s full-time and qualifying part-time employees participate in the following statewide
retirement systems administered by the Washington State Department of Retirement Systems (DRS),
under cost-sharing, multiple-employer public employee defined benefit and defined contribution
retirement plans PERS.

The State Legislature establishes, and amends, laws pertaining to the creation and administration of all
public retirement systems.



The Department of Retirement Systems, a department within the primary government of the State of
Washington, issues a publicly available Annual Comprehensive Financial Report (ACFR) that includes
financial statements and required supplementary information for each plan. The DRS ACFR may be
obtained by writing to:

Department of Retirement Systems
Communications Unit

P.O. Box 48380

Olympia, WA 98540-8380

Also, the DRS ACFR may be downloaded from the DRS website at www.drs.wa.gov.

The City also participates in the Volunteer Fire Fighters’ and Reserve Officers’ Relief and Pension Fund
(VFFRPF) administered by the State Board for VVolunteer Fire Fighters and Reserve Officers. Detailed
information about the plan is included in the State of Washington ACFR available from the Office of
Financial Management website at www.ofm.wa.gov.

At June 30, 2023 (the measurement date of the plans), the City’s proportionate share of the collective net
pension liabilities, as reported on the Schedule of Liabilities, was as follows:

Plan CoEnTr?l!)?J)tlieorns Allocation % Liability (Asset)
PERS 1 $37,068 0.005440% $124,181

PERS 2/3 $61,603 0.007007% ($287,195)
VFFRPF $ 390 0.22% ($44,634)

Note 8 - Property Tax

The county treasurer acts as an agent to collect property tax levied in the county for all taxing authorities.
Collections are distributed after the end of each month.

Property tax revenues are recognized when cash is received by City. Delinquent taxes are considered fully
collectible because a lien affixes to the property after tax is levied.

The City’s regular levy for the year 2023 was $1.55132540 per $1,000 on an assessed valuation of
$353,292,275 for a total regular levy of $548,071.

Note 9 — Risk Management

The City of Stevenson is a member of the Washington Cities Insurance Authority (WCIA). Utilizing
Chapter 48.62 RCW (self-insurance regulation) and Chapter 39.34 RCW (Interlocal Cooperation Act), nine
cities originally formed WCIA on January 1, 1981. WCIA was created for the purpose of providing a
pooling mechanism for jointly purchasing insurance, jointly self-insuring, and / or jointly contracting for
risk management services. WCIA has a total of 169 members.

New members initially contract for a three-year term, and thereafter automatically renew on an annual basis.
A one-year withdrawal notice is required before membership can be terminated. Termination does not
relieve a former member from its unresolved loss history incurred during membership.


http://www.drs.wa.gov/
http://www.ofm.wa.gov/

Liability coverage is written on an occurrence basis, without deductibles. Coverage includes general,
automobile, police, errors or omissions, stop gap, employment practices, prior wrongful acts, and employee
benefits liability. Limits are $4 million per occurrence in the self-insured layer, and $16 million in limits
above the self-insured layer is provided by reinsurance. Total limits are $20 million per occurrence subject
to aggregates and sublimits. The Board of Directors determines the limits and terms of coverage annually.
All Members are provided a separate cyber risk policy and premises pollution liability coverage group
purchased by WCIA. The cyber risk policy provides coverage and separate limits for security & privacy,
event management, and cyber extortion, with limits up to $1 million and subject to member deductibles,
sublimits, and a $5 million pool aggregate. Premises pollution liability provides Members with a $2 million
incident limit and $10 million pool aggregate subject to a $100,000 per incident Member deductible.

Insurance for property, automobile physical damage, fidelity, inland marine, and equipment breakdown
coverage are purchased on a group basis. Various deductibles apply by type of coverage. Property coverage
is self-funded from the members’ deductible to $1,000,000, for all perils other than flood and earthquake,
and insured above that to $400 million per occurrence subject to aggregates and sublimits. Automobile
physical damage coverage is self-funded from the members’ deductible to $250,000 and insured above that
to $100 million per occurrence subject to aggregates and sublimits.

In-house services include risk management consultation, loss control field services, and claims and
litigation administration. WCIA contracts for certain claims investigations, consultants for personnel and
land use issues, insurance brokerage, actuarial, and lobbyist services.

WCIA is fully funded by its members, who make annual assessments on a prospectively rated basis, as
determined by an outside, independent actuary. The assessment covers loss, loss adjustment, reinsurance
and other administrative expenses. As outlined in the interlocal, WCIA retains the right to additionally
assess the membership for any funding shortfall.

An investment committee, using investment brokers, produces additional revenue by investment of WCIA’s
assets in financial instruments which comply with all State guidelines.

A Board of Directors governs WCIA, which is comprised of one designated representative from each
member. The Board elects an Executive Committee and appoints a Treasurer to provide general policy
direction for the organization. The WCIA Executive Director reports to the Executive Committee and is
responsible for conducting the day-to-day operations of WCIA.

Note 10 — Health & Welfare

The City of Stevenson is a member of the Association of Washington Cities Employee Benefit Trust Health

Care Program (AWC Trust HCP). Chapter 48.62 RCW provides that two or more local government entities
may, by Interlocal agreement under Chapter 39.34 RCW, form together or join a pool or organization for
the joint purchasing of insurance, and/or joint self-insurance, to the same extent that they may individually
purchase insurance, or self-insure.

An agreement to form a pooling arrangement was made pursuant to the provisions of Chapter 39.34 RCW,
the Interlocal Cooperation Act. The AWC Trust HCP was formed on January 1, 2014 when participating
cities, towns, and non-city entities of the AWC Employee Benefit Trust in the State of Washington joined
together by signing an Interlocal Governmental Agreement to jointly self-insure certain health benefit plans
and programs for participating employees, their covered dependents and other beneficiaries through a
designated account within the Trust.



As of December 31, 2023, 264 cities/towns/non-city entities participate and have enrollment in the AWC
Trust HCP.

The AWC Trust HCP allows members to establish a program of joint insurance and provides health and
welfare services to all participating members.

In April 2020, the Board of Trustees adopted a large employer policy, requiring newly enrolling groups
with 600 or more employees to submit medical claims experience data in order to receive a quote for
medical coverage. Outside of this, the AWC Trust HCP pools claims without regard to individual member
experience. The pool is actuarially rated each year with the assumption of projected claims run-out for all
current members.

The AWC Trust HCP includes medical, dental and vision insurance through the following carriers: Kaiser
Foundation Health Plan of Washington, Kaiser Foundation Health Plan of Washington Options, Inc.,
Regence BlueShield, Asuris Northwest Health, Delta Dental of Washington, Willamette Dental Group, and
Vision Service Plan. Eligible members are cities and towns within the state of Washington. Non-city entities
(public agency, public corporation, intergovernmental agency, or political subdivision within the state of
Washington) are eligible to apply for coverage into the AWC Trust HCP, submitting application to the
Board of Trustees for review as required in the Trust Agreement.

Participating employers pay monthly premiums to the AWC Trust HCP. The AWC Trust HCP is
responsible for payment of all covered claims. In 2023, the AWC Trust HCP purchased medical stop loss
insurance for Regence/Asuris and Kaiser plans at an Individual Stop Loss (ISL) of $2 million through
United States Fire Insurance Company. The aggregate policy is for 200% of expected medical claims.

Participating employers contract to remain in the AWC Trust HCP for a minimum of three years.
Participating employers with over 250 employees must provide written notice of termination of all coverage
a minimum of 12 months in advance of the termination date, and participating employers with under 250
employees must provide written notice of termination of all coverage a minimum of 6 months in advance
of termination date. When all coverage is being terminated, termination will only occur on December 31.
Participating employers terminating a group or line of coverage must notify the AWC Trust HCP a
minimum of 60 days prior to termination. A participating employer’s termination will not obligate that
member to past debts, or further contributions to the AWC Trust HCP. Similarly, the terminating member
forfeits all rights and interest to the AWC Trust HCP Account.

The operations of the Health Care Program are managed by the Board of Trustees or its delegates. The
Board of Trustees is comprised of four regionally elected officials from Trust member cities or towns, the
Employee Benefit Advisory Committee Chair and Vice Chair, and two appointed individuals from the
AWC Board of Directors, who are from Trust member cities or towns. The Trustees or its appointed
delegates review and analyze Health Care Program related matters and make operational decisions
regarding premium contributions, reserves, plan options and benefits in compliance with Chapter 48.62
RCW. The Board of Trustees has decision authority consistent with the Trust Agreement, Health Care
Program policies, Chapter 48.62 RCW and Chapter 200-110-WAC.

The accounting records of the AWC Trust HCP are maintained in accordance with methods prescribed by
the State Auditor’s office under the authority of Chapter 43.09 RCW. The AWC Trust HCP also follows
applicable accounting standards established by the Governmental Accounting Standards Board (“GASB”).
In 2018, the retiree medical plan subsidy was eliminated, and is noted as such in the report for the fiscal
year ending December 31, 2018. Year-end financial reporting is done on an accrual basis and submitted to
the Office of the State Auditor as required by Chapter 200-110 WAC. The audit report for the AWC Trust
HCP is available from the Washington State Auditor’s office.



Note 11 — Subscription Based Information Technology Arrangements (SBITA)

During the year ended 12/31/23, the City of Stevenson adopted guidance for the presentation and
disclosure of Subscription Based Technology Arrangements (SBITA), as required by the BARS manual.
This requirement resulted in a thorough review of all IT related contracts to determine if any were
required to be reported as per the BARS manual. The result of this review determined there were no IT
contracts during 2023 meeting the requirements of being reported in this report.

Note 12 — Significant Obligation

On July 6, 2017 the City of Stevenson was put under an Administrative Order related to the operation of its
Wastewater Treatment Plant. The Order required construction of improvements to the Plant. The City
received a notice of compliance for the Administrative Order on January 5, 2023 as Plant construction
began on May 13, 2022 and will be substantially complete on December 3rd, 2024. The current contractual
obligation for the construction totals $13,305,221. The City has received a loan through the Department of
Ecology in the amount of $10,301,371, with $931,946 in forgivable principal, and an EPA Community
Grant in the amount of $2,500,000. The sewer rates and system development charges have increased, and
will continue to do so, in order to meet the increased debt obligations. The City has completed a rate study
and is moving forward with implementing its recommendations.



