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As management of McMinnville School District #40 (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 fiscal year 
ended June 30, 2010. We encourage readers to consider the information presented here in conjunction with 
additional information that we have furnished in our Letter of Transmittal, which can be found on pages i-iv of
this report.

FINANCIAL HIGHLIGHTS

• In the government-wide statements, the assets of the District exceeded its liabilities at June 30, 2010
by $31.9 million (net assets). Of this amount, $2 million (unrestricted net assets) may be used to meet 
the District’s ongoing obligations to citizens and creditors. $29.4 million represents the District’s 
investment in capital assets.

• The District’s total net assets increased by $1.8 million for the fiscal year, a 6% improvement in the 
District’s financial position as compared to the prior year.

• The District’s governmental funds report a combined ending fund balance of $11.1 million at June 30, 
2010, a decrease of $161,000 or 1.45% in comparison with the prior year.

• At the end of the fiscal year ended June 30, 2010, unreserved fund balance for the General Fund was 
$6.6 million, which represents 13 percent of total general fund revenues.

• The District’s total long-term debt decreased by $3.5 million due to principal payments made during 
the fiscal year.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the District’s basic financial 
statements. The District’s basic financial statements consist of three components: 1) government-wide 
financial statements, 2) fund financial statements, and 3) notes to the financial statements. This report also 
contains supplementary information in addition to the basic financial statements themselves.

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of the 
District’s finances, in a manner similar to a private-sector business. These statements include:

Statement of Net Assets. The statement of net assets presents information on all of the assets and liabilities 
of the District at year-end. Net assets are what remain after the liabilities have been paid or otherwise 
satisfied. Over time, increases or decreases in net assets may serve as a useful indicator of whether the 
financial position of the District is improving or deteriorating.

Statement of Activities. The statement of activities presents information showing how the net assets of the 
District changed over the year by tracking revenues, expenses and other transactions that increase or reduce 
net assets. All changes in net assets are reported as soon as the underlying event giving rise to the change 
occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this 
statement for some items that will only result in cash flows in future fiscal periods (e.g., uncollected taxes and 
earned and earned and unused vacation leave).

In the government-wide financial statements, the District’s activities are shown as governmental activities. All 
basic District functions are shown here, such as regular and special education, child nutrition services, 
transportation, administration, and facilities acquisition and construction. These activities are primarily 
financed through property taxes, Oregon’s State School Fund and other intergovernmental revenues.

The government-wide financial statements are found on pages 14 and 15 of this report.
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Fund Financial Statements

The fund financial statements provide more detailed information about the District’s funds, focusing on its 
most significant or “major” funds – not the District as a whole. A fund is a grouping of related accounts that is 
used to maintain control over resources that have been segregated for specific activities or objectives. The 
McMinnville School District #40, like other state and local governments, uses fund accounting to ensure and 
demonstrate compliance with finance-related legal requirements. All of the funds of the District can be divided 
into two categories: governmental funds and fiduciary funds.

Governmental funds. The governmental funds are used to account for essentially the same functions 
reported as governmental activities in the government-wide financial statements. However, unlike the 
government-wide financial statements, governmental fund financial statements focus on near-term inflows 
and outflows of spendable resources, as well as on balances of spendable resources available at the end of 
the fiscal year. Such information may be useful in evaluating a government’s near-term financing 
requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, 
it is useful to compare the information presented for governmental funds with similar information presented for 
governmental activities in the government-wide financial statements. By doing so, readers may better 
understand the long-term impact of the District’s near-term financing decisions. Both the governmental fund 
Balance Sheet and the Statement of Revenues, Expenditures and Changes in Fund Balances are reconciled 
to the government-wide statements of Net Assets and Activities.

The District maintains nine individual governmental funds. Information is presented separately in the 
governmental funds Balance Sheet and the governmental funds Statement of Revenues, Expenditures and 
Changes in Fund Balances for the General Fund, Grants Fund, Debt Service Fund and the Bond Construction 
Fund, all of which are considered to be major funds. Data from the other six governmental funds are 
combined into a single, aggregated presentation. Individual fund data for each of these nonmajor 
governmental funds is provided as Supplemental Information.

The basic governmental fund financial statements can be found on pages 16 through 19 of this report.

Fiduciary Funds.  Fiduciary funds are used to account for resources held for the benefit of parties outside 
the District, such as the Trust and Agency Funds.  Fiduciary funds are not reflected in the government-wide 
financial statement because the resources of those funds are not available to support the District’s own 
programs.  The accounting used for fiduciary funds is the same as that used for proprietary funds.

The basic fiduciary fund financial statements can be found on pages 20 - 21 of this report.

Notes to the basic financial statements

The notes provide additional information that is essential to a full understanding of the data provided in the 
government-wide and fund financial statements. The notes to the financial statements can be found on pages 
22 through 34 of this report.

Other information

In addition to the basic financial statements and accompanying notes, this report also presents certain 
Required Supplementary Information related to Statement of Revenues, Expenditures and Changes in Fund 
Balance-Budget and Actual for the General Fund, Grants Fund, Debt Service Fund and the Bond 
Construction Fund. Required supplementary information can be found on pages 36 through 39 of this report.

The combining statements referred to earlier in connection with nonmajor governmental funds are presented 
following the required supplementary information. Combining and individual fund statements and schedules 
can be found on pages 44 through 57 of this report.
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GOVERNMENT-WIDE FINANCIAL ANALYSIS

Statement of Net Assets. As noted earlier, net assets may serve over time as a useful indicator of a 
government’s financial position over time. In the case of the District, assets exceeded liabilities by $31.9
million as of June 30, 2010, an increase of $1.8 million or 6 percent over the prior year.

Capital assets, which consist of the District’s land, buildings, building improvements, construction in progress 
and equipment, represent about 71 percent of total assets. The remaining assets consist mainly of cash and 
investments and grants and property taxes receivable.

The District’s largest liability is for the repayment of long-term debt (general obligation bonds and limited tax 
pension bonds). Long-term debt decreased by $3.5 million and represent 93.6 percent of total liabilities at 
year end. Other liabilities, representing 6.4 percent of the District’s total liabilities consist principally of 
payables on accounts, accrued salaries and benefits and unearned revenue.

The largest portion of the District’s net assets (92 percent) reflects its investment in capital assets (e.g. land, 
buildings, improvements and equipment) less any related debt used to acquire those assets that is still 
outstanding. The District uses these capital assets to provide services to students and other District residents; 
consequently these assets are not available for future spending. Although the District’s investment in its 
capital assets is reported net of related debt, it should be noted that the resources needed to repay this debt 
must be provided from other sources (generally property taxes), since the capital assets themselves cannot 
be used to liquidate these liabilities.

During the fiscal year ended June 30, 2010, the District’s overall financial position improved by an increase of 
$1.8 million in net assets.  Unrestricted net assets decreased by $117,000 while the District’s investment in 
capital assets, net of related debt, increased by $1.9 million with the completion of the construction bond 
project and payment of general obligation bonds.

Current and other assets $ 40,079,791 $ 40,627,422 $ (547,631) 
Capital assets 100,430,149 100,495,034 (64,885) 

Total Assets 140,509,940 141,122,456 (612,516) 

Bonds payable 101,644,880 105,102,341 (3,457,461) 
Other liabilities 6,984,283 5,912,266 1,072,017 

Total Liabilities 108,629,163 111,014,607 (2,385,444) 

Net Assets:
Invested in capital assets,
net of related debt 29,369,762 27,508,292 1,861,470 

Restricted for debt service 506,505 477,674 28,831 
Unrestricted 2,004,510 2,121,883 (117,373) 

Total Net Assets $ 31,880,777 $ 30,107,849 $ 1,772,928 

Governmental Activities
June 30, 2009June 30, 2010

McMinnville School District
Net Assets at Fiscal Year-End

(Decrease)
Increase
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Governmental Activities.  During the fiscal year, the District’s net assets increased by $1.8 million. The key 
elements of the change in the District’s net assets for the year ended June 30, 2010 are as follows:

Revenues:
Program Revenues:

Charges for services $ 809,682 $ 791,377 $ 18,305 
Operating grants and contributions 10,008,494 7,418,410 2,590,084 
Capital grants & contributions - 962,044 (962,044) 

General Revenues:
Property taxes 17,108,697 16,336,344 772,353 
State school fund 34,642,566 36,401,921 (1,759,355) 
Other state and local sources 1,638,031 1,691,166 (53,135) 
Earnings on investments 158,813 1,143,609 (984,796) 
Other 232,878 76,511 156,367 

Total Revenues 64,599,161 64,821,382 (222,221) 

Expenses:
Instruction 37,396,228 38,755,656 (1,359,428) 
Support services 17,889,253 16,063,542 1,825,711 
Community services 2,470,481 2,496,624 (26,143) 
Interest on Long-term debt 5,070,271 5,183,486 (113,215) 

Total Expenses 62,826,233 62,499,308 326,925 

Increase in net assets 1,772,928 2,322,074 (549,146) 
Net assets - July 1 30,107,849 27,785,775 2,322,074 

Net assets - June 30 $ 31,880,777 $ 30,107,849 $ 1,772,928 

Governmental
Activities

June 30, 2010 June 30, 2009

For the Year Ended June 30, 2010 and 2009

Increase
(Decrease)

Changes in Net Assets

• Total revenues decreased slightly by $222,000, a .3% decrease from the prior year. 
• Grants and contributions increased by $1.6 million. Federal awards increased due to new grants 

under the American Recovery and Reinvestment Act of 2009 (ARRA) and other competitive grants 
applied for by the District.

• State School Fund Support decreased by $1.8 million as a result of the per pupil allocation 
decreasing from the prior year as a result of the economy and its affect on state resources.

• Earnings on investments decreased by $985,000 as investments in the construction bond project 
fund declined due to completed construction, as well as an overall decline in interest rates for all other 
investments due to the economy. 

• Property taxes increased by $772,000 (4.7%) from the prior year.
• Total expenditures increased by $327,000, a .5% increase from the prior year. Instruction services 

decreased by $1.3 million (3.5%) due to significant reductions in staff and programs due to the 
reductions in the state school fund per pupil allocation for the 2009-11 state biennial budget.  Support 
services increased by $1.8 million or (11%) due to an increase in grant funded professional 
development and other activities that provide direct support to instruction, an increase in maintenance 
and repairs which included a large roof repair project at an elementary school and increases in 
utilities and service contracts. 
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McMinnville School District
Revenues by Source Governmental Activities

Year ended June 30, 2010

Grants and Contributions
15%

Charges for services
1%

State school fund 
55%

Earnings on investments
0%

Other Sources
3%

Property taxes
26%

McMinnville School District
Expenses by Function - Governmental Activities

Year Ended June 30, 2010

Instruction
60%

Support services
28%

Interest on Long-term debt
8%

Community services
4%
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FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS

As noted earlier, the District uses fund accounting to ensure and demonstrate compliance with finance-related 
legal requirements.

Governmental funds. The focus of the District’s governmental funds is to provide information on relatively 
short-term cash flow and funding for future basic services. Such information is useful in assessing the 
District’s financing requirements. In particular, unreserved fund balance may serve as a useful measure of a 
government’s net resources available for spending at the end of a fiscal year.

At June 30, 2010, the District’s governmental funds reported combined ending fund balances of $11.1 million, 
only a small decrease of $161,000 from the prior year. 

General Fund. The General Fund is the primary operating fund of the District. As of June 30, 2010, the 
unreserved fund balance was $6.6 million. The fund balance increased by $1.5 million during the current 
fiscal year due to a planned effort to reserve funds for an expected revenue shortfall in 2010-11. As a 
measure of the fund’s liquidity, it may be useful to compare total fund balance to total fund revenues. As of 
June 30, 2010, the ending fund balance represents 13 percent of total General Fund revenues. 

Grant Fund.  The Grant Fund accounts for the revenues and expenditures of specific educational programs 
funded from federal, state and local sources.  The ending fund balance in grant funds as of June 30, 2010
was $50,225.

Debt Service Fund. The Debt Service Fund has a total fund balance of $506,505, all of which is reserved for 
the payment of debt service. 

General Fund Budgetary Highlights
There were no changes to the general fund adopted budget for the fiscal year ended June 30, 2010.  All 
General Fund expenditures were within budgetary limits.

General Fund revenues came in very close to budget, although state revenues were $1.5 million less than 
budget and federal revenues were $1.7 million more than budget with federal stabilization funds from the 
ARRA program taking the place of state revenues due to decreased state tax revenues during the current 
recession.

Actual expenditures were $4.7 million less than budgeted. During the budget process, the level of state school 
funding changed significantly before finally adopted by the state legislature in late June.  The District decided 
to appropriate expenditures at the highest projected levels in case the state economic situation improved 
significantly during the year, while approving a reduced spending plan due to the economic downturn and 
high uncertainty of the state school funding level. In addition, the District reduced staff and programs; 
classified, administrative and confidential employee groups took wage and step freezes and all employees
took five furlough days. These savings resulted in a net increase to the general fund balance of $1.5 million to 
be reserved for the 2010-2011 fiscal year.
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CAPITAL ASSET AND DEBT ADMINISTRATION

Capital assets. The District’s investment in capital assets includes land, buildings and improvements and 
equipment.  As of June 30, 2010, the District had invested approximately $100 million in capital assets, net of 
depreciation, as shown in the following table:

Land $ 3,972,911 $ 3,972,911 $ - 
Construction in Progress - 19,466,070 (19,466,070)
Buildings and Improvements 93,854,112 74,691,377 19,162,735 
Equipment 2,603,126 2,364,676 238,450 

Total capital assets, net of
accumulated depreciation $ 100,430,149 $ 100,495,034 $ (64,885) 

Governmental

McMinnville School District - Capital Assets
June 30, 2010 and 2009

Activities
June 30, 2010 June 30, 2009

Increase
(Decrease)

During fiscal year 2009-10 the District’s investment in capital assets did not change significantly. The major 
capital asset events for the year ended June 30, 2010 included the completion of the high school expansion 
project – the last of the 2007 construction bond projects. The high school expansion project totaled close to 
$20 million. Equipment purchase included upgrades to district technology network equipment and additions to 
nutrition services and security equipment. Additional information on the District’s capital assets can be found 
in Note 3 of this report.

Long-term debt. At the end of the current fiscal year, the District had total bonded debt outstanding of $101.6
million consisting of general obligation debt and limited tax pension bonds net of unamortized 
premium/discount.

General obligation bonds $ 71,295,000 $ 74,365,000 $ (3,070,000) 
Pension obligation bonds 28,666,141 28,959,870 (293,729) 
Unamortized premium 1,683,739 1,777,471 (93,732) 

Total bonds payable, net $ 101,644,880 $ 105,102,341 $ (3,457,461) 

Increase
Governmental

Activities
June 30, 2010

McMinnville School District - Outstanding Debt
June 30, 2010 and 2009

June 30, 2009 (Decrease)

During the current fiscal year, the District’s total debt decreased by $3.5 million. The net decrease was due to 
scheduled principal payments. The District maintains an underlying rating of “A2” from Moody’s for general 
obligation debt.

State statutes limit the amount of general obligation debt the District may issue to 7.95 percent of total real 
market property values. The total debt limitation for the District is $321 million with outstanding general 
obligation debt of $71 million, leaving $250 million as current debt limitation available for the District.
Additional information on the District’s long-term debt can be found in Note 4 of this report.
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ECONOMIC FACTORS AND NEXT YEAR’S BUDGET

The most significant economic factor for the District is the State of Oregon’s State School Fund. For the year 
ended June 30, 2010 the State School Fund – General Support provided 72 percent of the District’s General 
Fund program resources.  The District is expecting lower revenue from the State School Fund for the year 
ending June 30, 2011 due to state budget cuts resulting from a state revenue shortfall.  In addition enrollment 
has come in lower than projected as of October 2010.  General fund reserves in addition to furlough days will 
be used to offset this shortfall in 2010-11.

Currently, the Budget Committee is looking ahead to the next biennium. At first, early forecasts showed a 
significant recovery in the 2011-13 biennium, but since September of 2009, the quarterly state revenue 
forecasts have shown a continual decline in state revenues and now the Oregon state legislature is looking at 
a budget shortfall of approximately $3.5 billion. Additional challenges for the next biennium include replacing 
the federal funding provided through the American Recovery and Reinvestment Act of 2009 (ARRA), 
increased payroll costs due to higher employer retirement contribution rates effective July 1, 2011, and 
projected flat enrollment. 

REQUESTS FOR INFORMATION
This financial report is designed to present the user (citizens, taxpayers, investors, and creditors) with a 
general overview of the District’s finances and to demonstrate the District’s accountability. Questions 
concerning any of the information provided in this report or requests for additional information should be 
addressed to Susan Escure, Director of Finance, McMinnville School District #40, 1500 NE Baker St. 
McMinnville, OR 97128.


































































































































































































