
2010-23 
June 2010  http://www.sos.state.or.us/audits/index.html 

Secretary of State Audit Report  
Kate Brown, Secretary of State 
Gary Blackmer, Director, Audits Division  

 

 

State of Oregon 

Applying Agreed-Upon Procedures 

Department of Human Services 
Safe Drinking Water Revolving Loan Fund 

For Fiscal Year Ended June 30, 2009 

 

 

 





 

Office of the Secretary of State  Audits Division 
 
Kate Brown  Gary Blackmer 
Secretary of State  Director 
 
Barry Pack  255 Capitol St. NE, Suite 500 
Deputy Secretary of State  Salem, OR 97310 
 
  (503) 986-2255 
 fax (503) 378-6767 

 

- 1 - 

INDEPENDENT ACCOUNTANT’S REPORT 

To the Director and Management of the Department of Human Services: 

ON APPLYING AGREED-UPON PROCEDURES 

As required, the State of Oregon submits financial statements for the Safe Drinking Water 
Revolving Loan Fund to the U.S. Environmental Protection Agency.  Oregon’s financial 
statements include three agencies:  Oregon Business Development Department (OBDD), 
Department of Human Services (department) and the Department of Environmental Quality 
(DEQ).  The department prepares the financial statements for itself and DEQ.  The OBDD 
prepares its own financial statements and provides them to the department for inclusion in the 
submitted financial statements. 

We performed the procedures, as described below, which were agreed to by the department.  The 
procedures were solely to provide the department assurance that the department’s set-aside 
funds, reported as part of the Safe Drinking Water Revolving Loan Fund financial statements for 
the year ended June 30, 2009, were reported in accordance with generally accepted accounting 
principles.  Department management is responsible for preparing the financial statements and 
any required supplementary information, maintaining adequate accounting records, and selecting 
and applying appropriate accounting standards.  This agreed-upon procedures engagement was 
conducted in accordance with attestation standards established by the American Institute of 
Certified Public Accountants and generally accepted government auditing standards.  The 
sufficiency of these procedures is solely the responsibility of the parties specified in this report.  
Consequently, we make no representation regarding the sufficiency of the procedures described 
below. 

The procedures performed and associated finding are discussed below. 

1. We determined whether the balance sheet and operating statement, excluding note 
disclosures, were mathematically accurate and prepared in a format required by Generally 
Accepted Accounting Principles (GAAP). 

We found no exceptions as a result of this procedure. 

2. We determined whether the statement of cash flows was mathematically accurate and 
prepared in the format required by GAAP.  We did not review the details of the line items. 

We found no exceptions as a result of this procedure. 
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3. We agreed account balances on the balance sheet and operating statement to the state’s 
accounting system and ensured they were adequately supported in accordance with GAAP. 
We found all account balances agreed to the state’s accounting system and were adequately 
supported.  The financial statements, as adjusted, are in accordance with GAAP.  We 
identified several errors, discussed below, for which the department adjusted the financial 
statements. 

The Safe Drinking Water program is one of many programs the department operates.  At 
the end of each fiscal year, the department centrally prepares and records year-end 
accruals for the department as a whole.  Due to the accruals being prepared at the 
department-wide level, the department has to make adjustments to the Safe Drinking 
Water financial statements to comply with GAAP.  We identified several errors the 
department made in recording financial statement adjustments.  The net effect of these 
errors impacted five accounts and the largest error was about $94,000.  We did not 
identify any errors related to the ongoing program transactions we sampled nor did we 
identify any additional accruals or adjustments.  We recommend the department continue 
to refine their financial reporting process to accurately adjust the Safe Drinking Water 
financial statements to comply with GAAP. 

We were not engaged to and did not conduct an audit, the objective of which would be the 
expression of an opinion on the financial statements.  Accordingly, we do not express such an 
opinion.  Had we performed additional procedures, other matters might have come to our 
attention that would have been reported to you.  This report is intended solely for the information 
and use of the department and is not intended to be and should not be used by anyone other than 
the specified parties. 

OREGON AUDITS DIVISION 
 

 
 
Kate Brown  
Secretary of State 

May 28, 2010 
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Unaudited
OBDD DHS1 DEQ TOTAL

Assets
Current Assets:
   Cash and Cash Equivalents $ 26,321,407 $ (254,229) $ (55,393) $ 26,011,785
   Interest Receivable 2,101,825 0 0 2,101,825
   Accounts Receivable - Federal 0 592,349 0 592,349
   Due from Other Agencies 97,972 0 91,080 189,052
Total Current Assets 28,521,204 338,120 35,687 28,895,011

Noncurrent Assets:
   Loans Receivable, Net 117,220,616 0 0 117,220,616
Total Noncurrent Assets: 117,220,616 0 0 117,220,616

Total Assets $ 145,741,820 $ 338,120 $ 35,687 $ 146,115,627

Liabilities and Net Assets
Current Liabilities:
   Accounts Payable $ 187,720 $ 149,063 $ 889 $ 337,672
   Payroll Payable 0 0 34,721 34,721
   Employee Benefits Payable 61,253 0 0 61,253
   Due to Other Funds 0 189,057 0 189,057
Total Current Liabilities 248,973 338,120 35,610 622,703

Noncurrent Liabilities:
  Due to Other Funds 100,000 0 77 100,077
Total Noncurrent Liabilities 100,000 0 77 100,077

Total Liabilities 348,973 338,120 35,687 722,780

   Unrestricted Net Assets: 145,392,847 0 0 145,392,847
Total Net Assets 145,392,847 0 0 145,392,847

Total Liabilities and Net Assets $ 145,741,820 $ 338,120 $ 35,687 $ 146,115,627

1 Agreed Upon Procedures Performed only on DHS column

June 30, 2009

STATE OF OREGON
SAFE DRINKING WATER REVOLVING LOAN FUND

ENTERPRISE FUND
BALANCE SHEET
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Unaudited
OBDD DHS1 DEQ TOTAL

Operating Revenues
   Grant Income $ 0 $ 21,669,906 $ 0 $ 21,669,906
   Interest Income 2,846,627 0 0 2,846,627
Total Operating Revenues 2,846,627 21,669,906 0 24,516,533

Operating Expenses
   Personal Services 430,197 0 0 430,197
   Services and Supplies 28,363 0 0 28,363
   Special Payments 58,552 0 0 58,552
   Loan Principal Forgiven 941,588 0 0 941,588
   Administrative Expenses 0 294,309 0 294,309
   Technical Assistance 0 106,772 0 106,772
   State Program Management 0 1,025,022 0 1,025,022
   Local Assistance/Other State Programs:
      Source Water Assessment Program 0 0 0 0
      Implementation of Protection 0 329,094 0 329,094
      Implementation of Protection--DEQ 0 0 607,821 607,821
      Water System Capacity Program 0 135,569 0 135,569
Total Operating Expenses 1,458,700 1,890,766 607,821 3,957,287

Operating Income (Loss) 1,387,927 19,779,140 (607,821) 20,559,246

State Match 2,382,400 0 0 2,382,400
Transfers-Out:  To DEQ 0 (607,821) 0 (607,821)
Transfers-Out:  To OECDD 0 (19,171,319) 0 (19,171,319)
Transfers-In:  From Public Health 19,171,319 0 607,821 19,779,140
Change in Net Assets 22,941,646 0 0 22,941,646

Net Assets - Beginning 122,451,201 0 0 122,451,201
Net Assets - Ending $ 145,392,847 $ 0 $ 0 $ 145,392,847

1 Agreed Upon Procedures Performed only on DHS column

FOR THE FISCAL YEAR ENDED JUNE 30, 2009

STATE OF OREGON
SAFE DRINKING WATER REVOLVING LOAN FUND

ENTERPRISE FUND
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS
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Unaudited
Total

Cash Flows From Operating Activities:
    Loan Principal Repayments $ 2,975,071
    Loan Interest Received 1,911,705
    Payments for Set-Asides (2,405,037)
    Payments to Employees for Services (409,619)
    Payments to Suppliers (24,701)
    Special Payments (58,552)
    Loans Made (26,136,518)
Net Cash Provided (Used) in Operating Activities (24,147,651)

Cash Flows from Noncapital Financing Activities:
    US EPA Grant Receipts 21,379,091
    Oregon State Match 2,382,400
Net Cash Provided (Used) in Noncapital Financing Activities 23,761,491

Cash Flow from Investing Activites:
    Interest on Cash and Cash Equivalent Balances 542,345
Net Cash Provided (Used) in Investing Activities 542,345

Net Increase (Decrease) in Cash and Cash Equivalents 156,185
Cash and Cash Equivalents - Beginning 25,855,601
Cash and Cash Equivalents - Ending $ 26,011,786

Reconciliation of Operating Income to Net Cash Provided (Used) by
Operating Activities:
Operating Income (Loss) $ 20,559,246

Adjustments to Reconcile Operating Income (Loss) to Net Cash Provided (Used)
by Operating Activities:
    Interest Income reported on Cash and Cash Equivalents (542,345)
    Principal forgiveness on loans 941,588
    Grant Income (21,379,774)
Changes in Assets and Liabilities:
           Increase in Assets Rec & Federal (191,041)
           Increase in Due to Other Funds (6,330)
           Increase in Interest Receivable (392,577)
           Increase in Loans Receivable (23,345,225)
           Decrease in Accounts Payable/Payroll Payable 203,723
           Increase in Due from Other Agencies (15,494)
           Decrease in Employee Benefits Payable 20,578
      Total Adjustments (44,706,897)
Net Cash Provided (Used) by Operating Activities $ (24,147,651)

FOR THE FISCAL YEAR ENDED JUNE 30, 2009

STATE OF OREGON
SAFE DRINKING WATER REVOLVING LOAN FUND

ENTERPRISE FUND
STATEMENT OF CASH FLOWS



ABOUT THE SECRETARY OF STATE AUDITS DIVISION  

Auditing to Protect the Public Interest and Improve Oregon Government 
 

The Oregon Constitution provides that the Secretary of State shall be, by virtue of her office, 
Auditor of Public Accounts.  The Audits Division exists to carry out this duty.  The division 
reports to the elected Secretary of State and is independent of the Executive, Legislative, and 
Judicial branches of Oregon government.  The division audits all state officers, agencies, boards, 
and commissions and oversees audits and financial reporting for local governments. 

 

 

This report, a public record, is intended to promote the best possible management of public 
resources.  Copies may be obtained from: 

internet: http://www.sos.state.or.us/audits/index.html 

phone: 503-986-2255 

mail: Oregon Audits Division 
255 Capitol Street NE, Suite 500 
Salem, OR  97310 

The courtesies and cooperation extended by officials and employees of the Department of 
Human Services during the course of this audit were commendable and sincerely appreciated. 

Audit Team 

Kelly L. Olson, CPA, Audit Manager 

Sarah A. Anderson, CPA, Senior Auditor 

Nick B. McEntire, CFE, Staff Auditor 
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