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JamesMarta & Company LLP
Certified Public Accountants

Accounting, Auditing, Consulting, and Tax

INDEPENDENT AUDITOR’'S REPORT

Board of Directors and Trustees
Special Districts Association of Oregon
Salem, Oregon

Report on the Audit of the Financial Statements
Opinions

We have audited the accompanying Statement of Net Position of Special Districts Association of Oregon as
of and for the fiscal years ended June 30, 2025 and 2024, and the rel ated Statement of Revenues, Expenses,
and Changesin Net Position, and the Statement of Cash Flowsfor thefiscal yearsthen ended, and therelated
notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the respective
financial position of the Special Districts Association of Oregon, as of June 30, 2025 and 2024, and the
respective changes in financia position and, where applicable, cash flows thereof for the fiscal years then
ended in accordance with accounting principles generally accepted in the United States of America.

Basisfor Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America (GAAS). Our responsibilities under those standards are further described in the Auditor's
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of Specia Districts Association of Oregon and to meet our other ethical responsibilities, in
accordance with therelevant ethical requirementsrelating to our audit. We believe that the audit evidencewe
have obtained is sufficient and appropriate to provide a basis for our audit opinions.

Responsibilities of Management for the Financial Statements

Special Districts Association of Oregon’ smanagement isresponsiblefor the preparation and fair presentation
of thefinancial statementsin accordance with accounting principlesgenerally accepted in the United States of
America, and for the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financia statementsthat are free from material misstatement, whether duetofraud or
error.
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In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about Specia Districts Association of
Oregon’s ability to continue as a going concern for twelve months beyond the financial statement date,
including any currently known information that may raise substantial doubt shortly thereafter.

Auditor’ s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements asawhole arefree
from material misstatement, whether due to fraud or error, and to issue an auditor’ s report that includes our
opinions. Reasonable assuranceisahigh level of assurance but isnot absolute assurance and thereforeisnot a
guaranteethat an audit conducted in accordance with GAASwill always detect amaterial misstatement when
it exists. Therisk of not detecting amaterial misstatement resulting from fraud i shigher than for oneresulting
from error, asfraud may involve collusion, forgery, intentional omissions, misrepresentations, or theoverride
of internal control. Misstatements are considered material if thereisasubstantial likelihood that, individually
or in the aggregate, they would influence the judgment made by a reasonable user based on the financial
Statements.

In performing an audit in accordance with GAAS, we:

Exercise professional judgment and maintain professional skepticism throughout the audit.
Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on atest basis, evidence regarding the amounts and disclosures in the financial
statements.

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

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

Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about Special Districts Association of Oregon’ s ability to continueasagoing
concern for areasonable period of time.

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



Required Supplementary I nformation

Accounting principles generally accepted in the United States of America require that Management's
Discussion and Analysisand the Schedule of Changesin Net OPEB Liability and Related Ratios be presented
to supplement the basic financial statements. Such information, although not a part of the basic financial
statements, isrequired by the Governmental Accounting Standards Board (GASB) who considersit to bean
essential part of financia reporting for placing the basic financial statementsin 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 principally of inquiries of management about the methods of preparing the information and
comparing theinformation for consistency with management’ sresponsesto our inquiries, the basic financial
statements and other knowledge we obtained during our audit of the basic financial statements. We do not
express an opinion or provide any assurance on the information because thelimited proceduresdo not provide
us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinion on the financial statements that collectively
comprisethe Special Districts Association of Oregon’ sbasic financial statements. The Combining Statement
of Net Position by Program and the Combining Statement of Revenues, Expenses and Changes in Net
Position by Program are presented for purposes of additional analysis and are not required parts of the basic
financial statements. Such information isthe responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the financial statements. The
information has been subjected to the auditing procedures appliedin the audit of the basic financial statements
and certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to preparethefinancial statementsor to thefinancia statements
themselves, and other additional proceduresin accordance with auditing standards generally accepted in the
United States of America. In our opinion, the Combining Statement of Net Position by program and the
Combining Statement of Revenues, Expenses and Changesin Net Position by program arefairly stated in all
materia respects in relation to the basic financia statements as awhole.

QM«MQLWMMLP

James Marta & Company LLP
Certified Public Accountants
Sacramento, California
October 31, 2025
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SPECIAL DISTRICTSASSOCIATION OF OREGON
MANAGEMENT’'SDISCUSSION AND ANALYSIS

JUNE 30, 2025

Background

The Special Districts Association of Oregon (SDAO) wasformed asanonprofit organization in Oregonin 1978, and
subsequently received exemption by the IRS asagovernmental operation under IRC 115, with the primary objective
of developing and disseminating information to specia districts (municipal governments) within Oregon.
Additionally, SDAO acts as a clearinghouse for information to improve efficiency in the providing of all types of
public service.

Since SDAO hasonly municipal government members, isorganized to provide various servicesto those government
members, these general purpose financial statements are presented in a governmental entity format utilizing
governmental accounting standards.

Reporting Authorities

SDAOQisgoverned by an 11-member board el ected by its membership. Six seats are designated for representatives
from specific district types: port, sanitary, water, park & recreation, fire, and irrigation. The remaining five are at-
large positions, three of which must be from districts outside those six categories. Additionally, the Board may
annually appoint aBoard Member Emeritus during its regular June meeting or when the position becomes vacant.

Member ship

The Special Districts Association of Oregon is a governmental entity (115 IRS exemption) made up of over 950
special districts membersfrom 32 different types of special districtsthroughout Oregon. SDAO servesthe members
by providing education, training, and legislative servicesto the membership. Each year acertain number of SDAO
board positions are up for re-election with each member district having one voting delegate.

Overview of the Financial Statements

The Satement of Net Position and the Statement of Revenues, Expenses, and Changes in Net Position report
information about SDA O asawhole and about itsactivities. These statementsincludeall assetsand liabilitiesusing
the accrual basis of accounting. Accrua of the current year’s revenues and expenses are taken into account
regardless of when cashisreceived or paid. The difference between assets, what SDAO owns, and liabilities, what
SDAO owes, isthe net position which is one way to measure the SDAO’ s financial health, or financial position.

The Satement of Cash Flows presents information about the cash recei pts and cash paymentsduring theyear. The
Notes to the Financial Statements provides additional information that is essential to the full understanding of the
data provided in the financia statements.

Financial Highlights

SDAO collected membership dues of $1.01 million and port association dues of $142,000 for atotal of $1.16
million. Other administrative income includes a Special District Insurance Services (SDIS) Trust Sponsorship
agreement, miscellaneous, interest income, and management contract income. Total revenue was $2.56 million,
or 125% of budget. Investment income accounted for $637,000 of the total revenue, or 354% of the investment
budget.

SDAO administrative expense includes the administration of the Association as well as specia projects as
needed. Total expenses were $1.21 million resulting in a net income of $696,000.
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JUNE 30, 2025

The SDAO conference was held at The Riverhouse in Bend for the first time. Sponsorship income totaled
$97,000 with conference registrations of $110,000.

SDAO maintains an administrative services contract with both SDIS and the Property and Casualty Coverage
for Education Trust (PACE). SDAO aso has a risk management contract with SAIF. SDAO also operatesits
Management Consulting program with some services billed. Revenue and expenses for these three contracts and
services match and came in dightly below budget at $8.8 million.

SDAO Advisory Services, the wholly owned subsidiary of SDAO created on July 1, 2015, provides assistance
to members for financial transactions, usually for the purchase of equipment or issuance of bonds. This program
had an increase in activity thisyear aswell asitslargest contract to date. Total project income was $502,000.
Thisresulted in net income of $230,000. The program maintains retained earnings of over $425,000.
Analysisof Overall Financial Position & Results of Operations

Condensed Combined Statement of Net Position accounts are as follows;

Change From Change From
6/30/2025 6/30/2024 2025 to 2024 6/30/2023 2024 t0 2023
Cash and Cash Equivalents $ 286,320 $ 535,330 $ (249,010) $1,841,924 $(1,306,594)
Other Current Assets 4,016,486 4,094,166 (77,680) 3,541,713 552,453
Noncurrent Investments 3,109,218 2,748,177 361,041 1,953,452 794,725
Noncurrent Capital Assets 492,833 719,770 (226,937) 837,920 (118,150)
Total Assets 7,904,857 8,097,443 (192,586) 8,175,009 (77,566)
Deferred Outflows 120,089 149,815 (29,726) 153,083 -
Current Liabilities 415,309 1,437,254 (1,021,945) 2,202,881 (765,627)
Noncurrent Other Liagbilities 1,050,553 1,018,179 32,374 953,528 64,651
Total Liabilities 1,465,862 2,455,433 (989,571) 3,156,409 (700,976)
Deferred Inflows 146,383 176,123 (29,740) 110,955 -
Invested in Capita Assets,
net of Related Debt 492,833 719,770 (226,937) 837,920 (118,150)
Unrestricted 5,919,868 4,895,932 1,023,936 4,222,808 673,124
Total Net Position $ 6,412,701 $ 5,615,702 $ 796,999 $5,060,728 $ 623410
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Condensed Combined Income Statement accounts are as follows:

Change From Change From
6/30/2025 6/30/2024 2025 t0 2024 6/30/2023 2024 t0 2023
Member Dues $ 1,159,809 $ 1,026,666 $ 133,143 $ 970910 $ 55,756
Contract Administration Income 8,817,679 8,861,600 (43,921) 8,391,110 470,490
Trust Sponsership 457,000 419,463 37,537 410,925 8,538
Conference and Seminars 233,264 227,066 6,198 190,703 36,363
Miscellaneous Income 529,660 133,227 396,433 187,707 (54,480)
Grant Revenue 932,482 786,086 146,396 1,081,432 (295,346)
Investment Income (l0ss) 644,220 577,696 66,524 235,453 342,243
Tota Income 12,774,114 12,031,804 742,310 11,468,240 563,564
Contract Administrative Expense 8,817,679 8,861,600 (43,921) 8,391,110 470,490
Legislative Expense 392,537 305,428 87,109 289,182 16,246
Conference and Training 276,151 169,855 106,296 209,395 (39,540)
Grant Expense 932,482 786,086 146,396 1,081,432 (295,346)
Other Expenses 1,558,266 1,353,861 204,405 1,285,382 68,479
Tota Expenses 11,977,115 11,476,830 500,285 11,256,501 220,329
Changes in Net Position 796,999 554,974 242,025 211,739 343,235
Beginning Net Position 5,615,702 5,060,728 554,974 4,848,989 211,739
Ending Net Position $ 6,412,701 $ 5,615,702 $ 796,999 $ 5,060,728 $ 554,974

Currently known facts and conditions that may have a significant effect on financial position

There are no currently known facts, decisions, or conditions that are expected to have a significant effect on
financial position or results of operations.
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SPECIAL DISTRICTSASSOCIATION OF OREGON
STATEMENT OF NET POSITION

AS OF JUNE 30, 2025 AND 2024

2025 2024
ASSETS
Current Assets
Cash and cash equivalents $ 286,320 $ 535,330
Investments - current portion 2,508,592 2,309,379
Accounts receivable 1,461,701 1,780,312
Prepaid expenses 46,193 4,475
Total Current Assets 4,302,806 4,629,496
Noncurrent Assets
Investments 3,109,218 2,748,177
Capital assets (net) 492,833 719,770
Total Noncurrent Assets 3,602,051 3,467,947
Total Assets 7,904,857 8,097,443
DEFERRED OUTFLOWS
Deferred outflows on OPEB 120,089 149,815
LIABILITIES
Current Liabilities
Accounts payable 415,309 504,772
Unearned revenue - 932,482
Total Current Liabilities 415,309 1,437,254
Noncurrent Liabilities
OPERB liability 520,671 488,297
Other noncurrent libialities 529,882 529,882
Total Noncurrent Liabilities 1,050,553 1,018,179
Total Liabilities 1,465,862 2,455,433
DEFERRED INFLOWS
Deferred inflows on OPEB 146,383 176,123
NET POSITION
Net invested in capital assets 492,833 719,770
Unrestricted 5,919,868 4,895,932
Total Net Position $ 6,412,701 $ 5,615,702

The accompanying notes are an integral part of these financial statements.



SPECIAL DISTRICTSASSOCIATION OF OREGON

STATEMENT OF REVENUES, EXPENSES, AND CHANGESIN NET POSITION

FOR THE FISCAL YEARSENDED JUNE 30, 2025 AND 2024

Operating Revenues
Membership dues
Conference and seminars
SDIS trust sponsership
Contract administration income
Advisory services revenue
Miscellaneous income

Total Operating Revenues

Operating Expenses

Contract administrative expense

SDAOQ administrative expense

L egidlative expense

Conference and training

Advisory services expenses
Total Operating Expenses

Operating Income (L 0ss)

Nonoperating Revenues (Expenses)
Investment income
Grant revenue
Grant expense
Total Nonoperating Income(L 0ss)

Change in Net Postion

Net Position, Beginning

Net Position, Ending

The accompanying notes are an integral part of these financial statements.

2025 2024
$ 1,159,809 $ 1,026,666
233,264 227,066
457,000 419,463
8,817,679 8,861,600
502,500 93,835
27,160 39,392
11,197,412 10,668,022
8,817,679 8,861,600
1,227,268 1,072,015
392,537 305,428
276,151 169,855
330,998 281,846
11,044,633 10,690,744
152,779 (22,722)
644,220 577,696
932,482 786,086
(932,482) (786,086)
644,220 577,696
796,999 554,974
5,615,702 5,060,728
$ 6,412,701 $ 5,615,702




SPECIAL DISTRICTSASSOCIATION OF OREGON

STATEMENT OF CASH FLOWS

FOR THE FISCAL YEARSENDED JUNE 30, 2025 AND 2024

Cash Flows From Operating Activities:
Cash received from members
Other operating reciepts
Cash paid for sdaries and benefits
Cash paid for other operating expenses
Net Cash Flows Provided (Used) by Operating Activities

Cash Flows From Capital and Related Financing Activities
Cash paid for purchases of cepitd assets
Net Cash Flows Provided (Used) by Capita and Related Financing Activities

Cash Flows Provided by Investing Activities:
Investment income received
Proceeds from sd es/maturities of investments

Payments for purchases of investments
Net Cash (Used) for Investing Activities

Net Increase (Decrease) in Cash

Beginning Cash and Equiva ents
Ending Cash and Equivdents

Reconciliation of Operating Income to Net Cash Provided by Oper ating Activities

Operating Income (Loss)

(Increase) Decrease in:
Accounts Receivable
Prepa d Expenses
Deferred Outflows

Increase (Decrease) in:
Accounts Payable
Deferred Inflows
OPEB Lidhility
Unearned Revenue

Net Cash Provided by Operating Activities

Noncash Investing and Financing Activities
Unredized gains on investments

The accompanying notes are an integral part of these financial statements.

2025 2024
$ (87,774) $ 295909
10,390,317 9,410,758
(7,694,248) (7,607,562)
(3,168,208) (2,697,790)
(559,913) (598,685)
226,937 118,150
226,937 118,150
896,754 318,242
3,371,560 1,797,053
(4,184,348) (2,941,354)
83,966 (826,059)
(249,010) (1,306,594)
535,330 1,841,924
$ 286,320 $ 535,330
$ 152,779 $ (22722
318,611 56,577
(41,718) -
29,726 3,268
(89,463) 106,792
(29,740) 65,168
32,374 (21,682)
(932,482) (786,086)
$ (559913) $ (598,685)
$ (252534) $ 259454




SPECIAL DISTRICTSASSOCIATION OF OREGON
NOTESTO FINANCIAL STATEMENTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2025

1. ORGANIZATION AND OPERATIONS

A. Natureof Association

The Specia Districts Association of Oregon (SDAO) was formed as a nonprofit organization in
Oregon in 1978 and subsequently received exemption by the IRS as agovernmental operation under
IRC 115, with the primary objective of devel oping and disseminating information to special districts
(municipal governments) within Oregon. Beginning July 1, 2014, SDA O administersthe Property and
Casualty Coverage for Education Trust (PACE) and the Special Districts Insurance Services (SDIS)
programs. Inthe past, these operationswere accounted for under SDIS. Additionally, SDAO actsasa
clearinghouse for information to improve efficiency in the providing of all types of public service.
SDAO isgoverned by atwelve-member Board of Directors elected by the membership.

Effective July 1, 2015 SDAO created a wholly owned subsidiary named SDAO Advisory Services
(SDAOAS). The activity of the SDAOAS is the provision of managerial and financial advisory
services, including but not limited to, debt issuance, analysis of debt capacity, debt policy, investment
services and other financial, legal and regulatory matters for SDAO Members. The analysis will
include reviewing and making recommendations on Members' long term financial and indebtedness
plans and strategies.

B. Financial Reporting Entity

Since SDAO has only municipal government members, are organized to provide various servicesto
those government members the IRS has determined that SDAO is exempt under IRC 115, a
government or subdivision. These general purpose financial statements are presented in a
governmental entity format utilizing governmental accounting standards.

C. Membership

Any special district can become a regular member by applying to the SDAO, and by paying the
membership feefor the current fiscal year. Regular membership may be terminated by payment of all
unpaid fees and notification to the office of the SDAO. SDAO may terminate membership for non-
payment of fees. For thefiscal year ended June 30, 2025, there were over 925 members of SDAO.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Basisof Accounting

These statements are reported using the economi ¢ resources measurement focus and the accrual basis
of accounting. Under thismethod, revenuesand interest are recognized when earned and expensesare
recognized when goods or services have been rendered.

B. Cash

For financial reporting purposes, all bank deposits and cash balancesheld in the investment portfolios
are considered to be cash.

10



SPECIAL DISTRICTSASSOCIATION OF OREGON
NOTESTO FINANCIAL STATEMENTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2025

. Receivables

All receivables are reported at their gross value, and where appropriate, are reduced by the estimated
portion that is expected to be uncollectible.  As of June 30, 2025 and 2024, the total accounts
receivabl e portfolio was considered collectible. Interest on investments is recorded in the year the
interest is earned.

. lnvestments

The SDAO recordsitsinvestments at fair market value. Changesin fair market value are reported as
revenuein the Statement of Revenues, Expenses, and Changesin Net Position. The effect of recording
investmentsand LAIF at fair market valueisreflected asanet increase or decreasein thefair value of
investments on the Statement of Revenues, Expenses, and Changes in Net Position and on the
Statement of Net Position. Fair market values of investments have been determined based on quoted
market prices. The current portion of investments is comprised of bondswith a maturity of one year
or less, al equity positions, and all mutua fund and/or ETF instruments.

. Capital Assets

Land is carried at cost and is not depreciable. Other capital assets with costs exceeding $500 are
capitalized and stated at cost net of accumulated depreciation. Depreciation is determined using the
straight-line method, over the estimated useful life of the related assets. The useful lives of the
building and office equipment are forty years and three to five years, respectively. Maintenance and
repairs of aroutine nature are charged to expense as incurred.

Unearned Revenues

Membership duesreceived in advance are recorded as unearned revenue and recognized intheyear to
which they apply. Grant revenues areto be passed through to members and are recorded as unearned
revenue and recognized when expensed.

. Postemployment Benefits Other Than Pensions (OPEB)

For purposes of measuring SDAQO’ s net OPEB liability, deferred outflows of resources and deferred
inflowsof resourcesrelated to OPEB, and OPEB expense, information about thefiduciary net position
of the OPERS Health Program (Program) and additions to/deductions from the Program’ sfiduciary
net position have been determined on the same basis as they are reported by the Program. For this
purpose, the Program recognizes benefit payments when due and payable in accordance with the
benefit terms. Investments are reported at fair value, except for money market investments and
participating interest earning investment contractsthat have amaturity at thetime of purchase of one
year or less, which are reported at cost.

. Operating Revenues

Operating revenues result from exchange transactions associated with the principal activity of the
organization. Exchange transactions are thosein which each party receives and gives up essentially
equal values. Non-operating revenues, such as subsidies and investment earnings, result from non-
exchange transactions or ancillary activities. Operating revenuesis comprised of membership dues,

11
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FOR THE FISCAL YEAR ENDED JUNE 30, 2025

SDIS Trust sponsorship, the management consulting program, and rel ated fees and assessmentswhich
areanintegral part of the operations. All other revenues, including investment income, are classified
as hon-operating.

I. Compensated Absences

SDAQ’s vacation policy provides for the accumulation of earned vacation leave, with such leave
being fully vested when earned. A liability for accrued vacation has been computed and recorded
based on unused vacation daystimesthe current rate of pay. Theliability for compensated absences
was $501,475 and $470,599 as of June 30, 2025 and 2024, respectively.

Accumulated sick leave benefits are recognized as liabilities by the SDAO, according to their sick
leave policy. Thispolicy states that employees who have five years of service have aclaim on sick
leave in the amount of half of their new accrua each year. Thetotd liability for accumulated sick
leave was $31,723 and $32,976 as of June 30, 2025 and 2024, respectively.

J. Income Tax Status

SDAO is exempt from federal income taxes under Section 501(c)(6) of the Internal Revenue Code.
SDAO hasreceived afavorable ruling from the IRS stating that all activities of SDAO that assist in
essential governmental functions are exempt under Section 115.

K. Management Estimates

The preparation of financial statementsin conformity with generally accepted accounting principles
reguires management to make estimates and assumptionsthat affect the reported amounts of assetsand
liabilities at the reporting date and revenues and expenses during the reporting period. Actual results
could differ materially from those estimates.

L. Reclassifications

Certain amounts in the prior year financia statements have been reclassified to conform to the
presentation in the current year financia statements.

3. CASH AND CASH EQUIVALENTS

Cash consisted of the following as of June 30, 2025 and 2024

2025 2024
Cash on Hand $ 50 $ 50
Cash in Bank 254,766 480,831
Cash Equivalents 31,504 54,449
Tota $ 286,320 $ 535,330

At June 30, 2025, cash in bank was federally insured against loss up to $250,000 for each FDIC insured
bank that the funds are deposited with. Cash in bank not covered by FDIC amounts of $45,143 and
$98,684 as of June 30, 2025 and 2024, respectively.

12
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FOR THE FISCAL YEAR ENDED JUNE 30, 2025

4. INVESTMENTS

Under provisionsof the Special District Association of Oregon’ sinvestment policy, SDAO may investin
the following types of investments:

Demand deposits

Direct obligations of the U.S. Treasury, repurchase agreements, and obligationsguaranteed by
the U.S.

Certificates of deposits with Oregon banks

Commercia paper

Commercia bonds

Corporate Securities

Convertible Bonds

Equities

Other investments not addressed but subject to Board and Trust approval

Interest Rate Risk. Asameans of limiting itsexposureto fair valuelosses arising from changesin interest
rates, SDAQO’sinvestment policy limits maturities at the time of purchase of any investment to ten years,
except U.S. Agency mortgage-backed securities where maximum average life will not exceed ten years.
As of June 30, 2025, Specia Districts Association of Oregon had the following investments held in a
managed portfalio:

Investment Maturities

Investment Type Far Vdue <lyr 1-3yrs >3 yrs

Mutua Fund - Bond $ 3,109,218 $ - $ - $ 3,109,218

Mutua Fund - Equity 2,508,592 2,508,592 - -
Totd $ 5,617,810 $ 2,508,592 $ - $ 3,109,218

Credit Risk. It is SDAO’s general investment policy to apply the prudent person standard, which states
“Investments shall be made with judgment and care under circumstancesthen prevailing which persons of
prudence, discretion, and intelligence exercisein the management of their own affairs, not for speculation,
but for investment, considering the probable safety of their capital as well as the probable income to be
derived.” SDAO limits purchase of commercia paper to those rated P-1 or better by Moody’s Investors
Services, A-1 or better by Standard & Poor’ s corporation or has an equivaent credit rating. Commercial
bonds at the time of purchase must be rated A or higher by either Moody’ s Investors Service or Standard
& Poor’s Corporation, or have an equivalent credit quality rating. US Treasuries contain the explicit
guarantee of the U.S. Government.

Credit Rating Mutua Fund Mutua Fund
(S&P) Bond Equity Totds
N/A $ 3,109,218 $ 2,508,592 $ 5,617,810
Totd $ 3,109,218 $ 2,508,592 $ 5,617,810

13
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Concentration of Credit Risk: SDAQO’ sinvestment policy placesinvestment limitson certain securitiesas
follows:

Limit
Per Type of
Per Institution Investment
Equities 5% 25-35%
Fixed Income - 65-75%

Investments in securities of any one issuer consisting of 5% or more of total investments are as
follows:

I ssuer: Market Vaue % of Portfolio

SCHWAB U.S. LARGE-CAP ETF $1,548,249.56 27.59%
ISHARES CORE TOTAL U.S. AGGREGATE BOND ETF $854,112.00 15.22%
BAIRD CORE BOND FUND - CLASS| #71 $844,926.00 15.05%
PGIM TOTAL RETURN BOND FUND CLASS R6 #1062 $591,007.15 10.53%
NUVEEN CORE BOND FUND $512,288.73 9.13%
FIDELITY INTERNATIONAL INDEX FUND CLASS PRM #2363 $305,217.41 5.44%
VOYA INTERMEDIATE BOND FUND CLASS R6 #4249 $301,609.42 5.37%

Foreign Currency Risk: SDAO does not have a formal policy to limit foreign currency. Risk of loss
arises from changes in currency exchange rates. SDAO has invested in foreign bonds denominated in
Euros and Canadian dollars with a market value of $0 as of June 30, 2025 and 2024.

Restricted |nvestments; SDAO has no restricted investments as of June 30, 2024.

Fair values of assets measured on arecurring basis at June 30, 2025 are as follows:

Fair Vdue Measurements at Reporting Date
Using Quoted Prices

In Active Significant
Markets for Other Significant
Identicd Observable Unobservable
Assets Inputs Inputs
Far Vaue (Level 1) (Level 2) (Level 3)
June 30, 2025
Mutua Fund - Bond $ 3,109,218 $ 3,109,218 $ - $ -
Mutua Fund - Equity 2,508,592 2,508,592 - -
Totd Investments $ 5,617,810 $ 5,617,810 $ - $ -

All assetshave been valued using amarket approach. Financial assetsvalued using level 1inputsarebased
on unadjusted quoted market prices within active markets. There were no changes in the valuation
techniques and related inputs.
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NOTESTO THE BASIC FINANCIAL STATEMENTS

FOR THE FISCAL YEAR ENDED JUNE 30, 2025

5. CAPITAL ASSETS

Capital assets consist of the following:

2024 Additions Disposals 2025

Office equipment $ 9,900 $ - $ - $ 9,900
Furniture 176,807 10,990 - 187,797
Computers & Software 2,923,958 43,541 - 2,967,499
Tenant Improvements 136,342 - - 136,342
Vehicles 257,957 - - 257,957
Trust Equipment 32,397 - - 32,397

3,637,361 54,531 - 3,591,892
Accumulated depreciation (2,817,591) (281,468) - (3,099,059)
Total Capital Assets (net) $ 719,770 $ (226937) % - $ 492,833

Depreciation expense totaled $281,468 and $336,696for the fiscal years ended June 30, 2025 and 2024,
respectively.

6. ACCOUNTSRECEIVABLE

The combined accounts receivable consists of the following as of June 30:

2025 2024
Miscellaneous Receivable $ 158,850 $ 150,498
Due from SDIS 1,185,433 1,512,396
HRA Pre-Funding 117,418 117,418
Tota $ 1,461,701 $ 1,780,312

The total accounts receivable balance is expected to be collectible.

7. SIGNIFICANT CONTRACTS

SDAOQ, aspart of itsoperations, provides pool administration servicesto two salf-insured programswithin
the state of Oregon. SDAO has an administrative services contract with Special Districts Insurance
Services Trust (SDIS) and a separate administration services contract with Property and Casualty
Coverage for Education (PACE). The amounts of these contracts are $4.4 million and $3.6 million,
respectively.
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8. RETIREMENT PLANS

SDAO established a Basic Standardized 401(k) Profit Sharing Plan administered by Nationwide. This
plan coversal permanent employees. Employeesarefully vested upon entering the plan. Originally, the
employer’s contribution rate to the plan was 7%. Employees had the option to contribute up to 15% of
their grosssalary. Upon termination, the employee must withdraw their fundsif the fund balanceisless
than $3,500. For amounts over $3,500, the terminated employee has the option to rollover the funds or
leave them in the plan.

Effective January 1, 2000, the employer’ s contribution rate on the above 401(k) Profit Sharing Plan was
increased to 10% of each employe€’ sgross salary. Employees now have the option of contributing up to
the federally mandated limit. Employee contributions for the year ended June 30, 2025 and 2024 were
$531,616 and $474,652, respectively. Retirement plan expense for the years ended June 30, 2025 and
2024 were asfollows:

2025 2024
Employer Contributions $ 689,774 $ 682,371

9. OTHER POSTEMPLOYMENT BENEFITS
General Information about the OPEB Plan

Plan description. SDAO currently provides a subsidy to retirees who satisfy additional age and service
requirements. For employees retiring at age 59 or older with at least 10 years of SDAO service, SDAO
pays 30% of the total monthly premium for theretireeand all enrolled dependents. Thispremium subsidy
may be applied only to SDAO plans. Premiums paid by SDAO end when accessto coverageends, i.e., at
the earlier of the retiree’ s age 65 or upon reaching Medicare eligibility.

Retirees who satisfy the requirement for accessto coverage as described above, but who do not meet the
additional criteriarequired to receive the SDAO premium subsidy may continue the coverage by paying
100% of the monthly premiums.

SDAO will not be funding the plan in the current year. The Board will review the funding requirements
and policy annually

Employees covered by benefit terms. At June 30, 2025, the following employees were covered by the
benefit terms:

Inactive employees or beneficiaries currently receiving benefit payments -

Inactive employees entitles to but not yet receiving benefit payments 1
Active employees 47
48
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Net OPEB Liability

The District’s net OPEB liability was measured as of June 30, 2024 and the total OPEB liahility used to
calculate the net OPEB liability was determined by an actuarial valuation as July 1, 2023

Actuarial assumptions. The total OPEB liability in the June 30, 2023 actuaria valuation was determined
using the following actuarial assumptions, applied to all periods included in the measurement, unless
otherwise specified:

Salary increases 3.40%

Investment rate of return 3.93%

Inflation 2.40%

Actuarial cost method Entry Age Normal

Mortdlity rates December 31, 2022 Oregon PERS valuation

All theactuaria assumptions, including updatesto salary increases, mortality, and retirement rates, used in
the July 1, 2023 valuation were based on the assumptions used in the Oregon PERS December 31, 2022
Actuaria Vauation.

Discount rate. The discount rate used to measure the total OPEB liability was 3.93 percent. The projection
of cash flows used to determine the discount rate assumed that SDAO’ s contributionswill be made at rates
equal to the actuarially determined contribution rates. Therefore, thelong-term expected rate of return on
OPEB plan investments was applied to all periods of projected benefit payments to determine the total
OPEB liability.

Changesin the Net OPEB Liability

Increase (Decrease)
Total OPEB Plan
Liability Fiduciary = Net OPEB Liability
(E)] (b) @ - (b)
Balances at June 30, 2024 $ 488,297 % - $ 488,297
Changes for the year:
Service cost 30,838 - 30,838
Interest 18,797 - 18,797
Differences between expected
and actual experience - - -
Contributions - employer - - -
Effect of economic/demographich gains or losses (8,865) - (8,865)
Benefit payments (8,396) - (8,396)
Changes of assumptions - - -
Net changes 32,374 - 32,374
Balances at June 30, 2025 $ 520,671  $ - $ 520,671
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Sensitivity of the net OPEB liability to changes in the discount rate and healthcare cost trend rates. The
following presents the net OPEB liability of the District, aswell aswhat the District’ s net OPEB liability
would be if it were calculated using a discount rate that is 1-percentage-point lower (2.93%) or 1-
percentage-point higher (4.93%) than the current discount rate:

1% Decrease Discount Rate 1% Increase
(2.93%) (3.93%) (4.93%)
Net OPEB liability (asset) $ 554,751 $ 520,671 $ 487,775

Sensitivity of the net OPEB liability to changesin the healthcare cost trend rates. Thefollowing presents
the net OPEB liability of the District, aswell aswhat the District’ snet OPEB liability would beif it were
calculated using healthcare cost trend ratesthat are 1-percentage-point lower or 1-percentage-point higher
than the current healthcare cost trend rates:

Healthcare Cost
Trend Rates
1% Decrease (Current Trend) 1% Increase
Net OPEB liability (asset) $ 468,953 $ 520,671 $ 580,158

OPEB Expenseand Deferred Outflows of Resour cesand Deferred I nflows of Resour cesRelated to
OPEB

For theyear ended June 30, 2025, the District recognized OPEB expenseof $51,783. At June 30, 2025, the
District reported deferred outflows of resources and deferred inflows of resources related to OPEB from
the following sources:

Deferred Deferred
I nflows of Outflows of
Resources Resources
Changes of assumptions $ 37,286 $ 41,354
Differences between expected and actual experience 109,097 59,312
Benefit payments - 19,423
Tota $ 146,383 % 120,089

Amounts reported as deferred outflows of resources and deferred inflows of resources related to OPEB
will be recognized in OPEB expense as follows:

Total Deferred
Outflows/(I nflows)
Year ended June 30 of Resources
2026 $ 3,659
2027 (5,894)
2028 (17,781)
2029 (19,629)
2030 (5,787)
Thereafter (285)
Totd $ (45,717)
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0.

10.

COMMITMENTSAND CONTINGENCIES
Litigation

On September 18", 2025 SDAO became aware of a lawsit filed against SDAO, Bend-LaPine School
District #1 v. Special Districts Association of Oregon, Circuit Court of Oregon for Deschutes County,
Case No. 25CVv51486. In short, the plaintiff, Bend-LaPine School District #1 (BL SD), alleges claimsfor
breach of fiduciary duty and negligent misrepresentation, and seeks damages in the amount of
$45,937,006. SDAO and its attorney areworking on aresponse. SDAO and itsattorney believetheclaims
alleged against SDAO in the litigation are incognizable, unsustainable as a matter of law, and should be
dismissed.

While apotentia range of loss has been discussed, no particular estimate can be made, and therefore no
liability has been recorded.

SUBSEQUENT EVENT
SDAQO’s management evaluated its FY 2024-25 financia statements for subsequent events through

October 31, 2025, the date thefinancial statementswere availableto beissued. Management isnot aware
of any subsequent events that would require recognition or disclosure in the financial statements.
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SPECIAL DISTRICTSASSOCIATION OF OREGON

SCHEDULE OF THE CHANGESIN SDAO’SNET OPEB LIABLITY
AND RELATED RATIOS

LAST 10 FISCAL YEARS*

Total OPEB liability
Service cost
Interest

Changes of benefit terms

Differences between expected and actual experience -

Effect of economic/demographich gains or losses

Changes of assumptions

Benefit payments, including refunds of member contributions

Net changein total OPEB liability
Total OPEB liability - beginning
Total OPEB liability - ending (a)
Plan fiduciary net position

Contributions - employer
Net investment income

Benefit payments, including refunds of member contributions

Administrative expense
Net change in plan fiduciary net position
Plan fiduciary net position - beginning
Plan fiduciary net position - ending (b)

District's net OPEB liability - ending (a) - (b)

Plan fiduciary net position as a percentage of the total OPEB liability

Covered-employee payroll

District's net OPEB liability as a percentage of covered-employee payroll

2018 2019 2020 2021 2022 2023 2024 2025
$ 55651 $ 16046 $ 16142 $ 30436 $ 35708 $ 39789 $ 33530 $ 30,838
16,017 8,655 9,894 15,401 11,282 11,951 19,125 18,797

- 86,042 - - - - -

- - - - (82,478) - 35,640 -
(31,469) (6,506) 63,896 28,306 82,054 (52,904) (103,426) (8,865)
(13,000) (3,940) (4,870) (6,917) (10,949) (4,724) (6,551) (8,396)
27,199 14,255 171,104 67,226 35,617 (5,888) (21,682) 32,374
499,373 227,665 241,920 413,024 480,250 515,867 509,979 488,297

$ 526572 $ 241,920 $ 413024 $ 480,250 $ 515867 $ 509,979 $ 488297 $ 520,671
$ 13000 $ 3940 $ 4870 $ 6917 $ 10949 $ 4724 $ 6551 $ 839
(13,000) (3,940) (4,870) (6,917) (10,949) (4,724) (6,551) (8,396)

$ - $ - $ - $ - $ - $ - $ - $ -
$ 526572 $ 241,920 $ 413024 $ 480,250 $ 515867 $ 509,979 $ 488297 $ 520,671
0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
$ 4089523 $ 4,267,500 $ 4,721,544 $ 4,483,999 $ 4265350 $ 4,765,010 $ 5,156,587 $ 5,024,944
12.9% 5.7% 8.7% 10.7% 12.1% 10.7% 9.5% 10.4%

*Note: Thisscheduleis presented to illustrate the requirement to show information for 10 years. However, until afull 10-

year trend is compiled, governments should present information for those years for which information is available.
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SPECIAL DISTRICTSASSOCIATION OF OREGON

COMBINING STATEMENT OF NET POSITION BY PROGRAM

JUNE 30, 2025

ASSETS

Current Assets
Cash and cash equivalents
Investments - current portion
Accounts receivable
Prepaid expenses
Total Current Assets

Noncurrent Assets
Investments
Capital assets (net)
Total Noncurrent Assets

Total Assets

DEFFERED OUTFL OWS
Deferred outflows on OPEB

LIABILITIES

Current Liabilities

Accounts payable
Unearned revenue
Total Current Liabilities

Noncurrent Liabilities
OPEB Liability
Other noncurrent libialities
Total Noncurrent Liabilities

Total Liabilities

DEFFERED INFLOWS
Deferred inflows on OPEB

NET POSITION
Net Invested in capital assets
Unrestricted

Tota Net Position

SDAO Advisory

SDAO Services Total
$ 169,676 $ 116,644 $ 286,320
2,508,592 - 2,508,592
1,151,698 310,003 1,461,701
46,193 - 46,193
3,876,159 426,647 4,302,806
3,109,218 - 3,109,218
492,833 - 492,833
3,602,051 - 3,602,051
7,478,210 426,647 7,904,857
120,089 - 120,089
415,309 - 415,309
415,309 - 415,309
520,671 - 520,671
529,882 - 529,882
1,050,553 - 1,050,553
1,465,862 - 1,465,862
146,383 - 146,383
492,833 - 492,833
5,493,221 426,647 5,919,868
$ 5,986,054 $ 426,647 $ 6,412,701
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SPECIAL DISTRICTSASSOCIATION OF OREGON

COMBINING STATEMENT OF REVENUES, EXPENSES
AND CHAGNESIN NET POSITION BY PROGRAM

JUNE 30, 2025

Operating Revenues
Membership dues
Conference and seminars
SDIS trust sponsership
Contract administration income
Advisory service income
Miscellaneous income

Total Operating Revenues

Operating Expenses

Contract administrative expense
SDAO adminitrative expenses
L egidative expense
Conference and training
Advisory service expense

Total Operating Expenses
Operating Income (L 0ss)

Nonoperating Revenues (Expenses)
Investment income
Grant revenue
Grant expense
Total Nonoperating Income(L 0ss)

Change in Net Postion

Net Position, Beginning

Net Position, Ending

SDAO Advisory Eliminating
SDAO Services Entries Total
$ 1,159,809 $ - $ - $ 1,159,809
233,264 - - 233,264
457,000 - - 457,000
8,817,679 - - 8,817,679
- 552,500 (50,000) 502,500
27,160 - - 27,160
10,694,912 552,500 (50,000) 11,197,412
8,817,679 - - 8,817,679
1,277,268 - (50,000) 1,227,268
392,537 - - 392,537
276,151 - - 276,151
- 330,998 - 330,998
10,763,635 330,998 (50,000) 11,044,633
(68,723) 221,502 - 152,779
637,471 6,749 - 644,220
932,482
(932,482)
637,471 6,749 - 644,220
568,748 228,251 - 796,999
5,417,306 198,396 - 5,615,702
$ 5,986,054 $ 426,647 $ - $ 6,412,701
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