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FY25-26 Budget Process, LB-1 Discrepancies and Alleged Hidden Funds 

Overview.    

This document attempts to describe the discrepancies we see in the City of Shady Cove’s budget process for FY25-26.  We will 
show how the LB-1 form (Shady Cove’s official Notice of Budget Hearing and published budget summary) total resources 
changed from an initial estimate of $5.5M to a final submittal of $4.3M.   We will then provide an estimate of the true cash 
balance showing surplus funds.  

In Shady Cove’s April 29th, 2025 budget meeting, a first draft of the LB-1 is provided by City Administrator Parry.  

We believe this is a good-faith representation of the City’s available assets, considering the uncertainty from years of delayed 
audits.  Note the disclaimer at the bottom of the form, which states that beginning fund balances were developed without 
audit.  Based on recorded audio of the 4/15/25 budget committee meeting, and audit documentation, it was understood that 
beginning fund balances were completely unreliable, therefore we understand the numbers documented here were developed 
based on the City’s estimated financial reserves of ~1.5M.  (Refer to the recorded audio of the 4-15-2025 budget meeting for 
further details on financial reserves.)  
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In Shady Cove’s 5/6/2025 budget meeting, the LB-1 was not provided or discussed. In the final budget committee 
meeting on 5/13/2025, the a different version of the LB-1 was provided, with significantly changed total resources.   
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Final Budget Committee LB-1 Form.  

Based on our review of recorded budget committee meetings, we understand that the majority of time spent was focused on 
budget details, specifically the revenue and expenses for the general fund, and revenue, expenses and shortfalls in the Law 
Enforcement fund.   

The only discussion of the LB-1 takes place in the final budget meeting on 5/13/2025. (A prior version from Administrator Parry 
was included in the 4/29/2025 meeting, but never discussed.)  In the recorded transcript of the 5/13/2025 meeting, it is clear 
that Budget Chair/Council President Nuckles and now-Mayor Lena Richardson prepared the LB-1 document.  It is noteworthy 
that in the recorded discussion there is  

• No discussion of the notes added to the LB-1 regarding accounting changes 
• No attempt to sanity check the City’s cash/asset balances to the LB-1 
• An attempt – that we allege was obfuscation -- to justify the drop in available resources by saying there is no grant 

money 

Independent roll-up of Adopted Budget to LB-1.   

Shown below in Table 1 is an independently calculated roll-up of the published budget document to the LB-1 total 
resources.  The source document for the calculation was the June 6th Agenda for the FY25-26 budget hearing (Approved-2025-
2026-Budget.pdf).  It’s unknown what process Councilor Nuckles & Mayor Richardson used to roll up the budget numbers to 
LB-1, but independent calculations match the LB-1 FY25-26 resources above almost EXACTLY.   You will also note in the 
published budget that there are very large historical numbers reported as "unreserved prior balances" for the prior year.  These 
are some of the figures that we claim were so unreliable that in prior budgets members reported LB-1 resources based on the 
actual cash on hand.   

 

SCM’s Sanity Check of Cash, Investments & Revenue against LB-1 Total Resources.  

The set of figures below is basically just a different way to look at beginning budget and revenue collected across the fiscal 
year.  It should match the official filings, provided nothing is omitted.   All of the information was easy to verify. We took the 
sum of the City’s Chase Bank account and LGIP investment account beginning balances on 7/1/2025, added in the property 
tax revenues, and then added in all of the other revenue streams that were identified in the adopted budget.  That would 
include ODOT revenue ($220K), public safety revenue ($460K), and general fund revenue ($908K). We also added in pass-
through RVSS sewer collections and bond payments from the sewer fund.   We did not count the water grant when using this 
method, because those funds are not provided in advance, rather they are drawn down from the source as funds are spent.   

https://shadycove.org/wp-content/uploads/2025/04/Approved-2025-2026-Budget.pdf
https://shadycove.org/wp-content/uploads/2025/04/Approved-2025-2026-Budget.pdf
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We show a significant discrepancy between the LB-1 total resources and our estimate of cash-basis assets & revenue 
for the fiscal year.  The discrepancy is approximately $1.2M dollars.  We allege this is NOT an accident, that money was 
deliberately set aside from the budget by a subset of Council leadership.   We can find nowhere in the Adopted Budget where 
reserves were intentionally set aside, as that would have had to be reported publicly.  Instead, the money is simply “not there”, 
with a brief, vague note about balances being updated once the outstanding audits were completed.  However,  the budget 
line item 10-36-1000 (LGIP interest) offers a clue.  Based on reported interest income of $100K, and published rates from the 
state of Oregon, the LGIP account balance is estimated at ~2.2M, which agrees with the public records data on LGIP that we 
have obtained.   

We do not believe the City acted in good faith to withhold beginning fund balances from the LB-1 document, for the following 
reasons. Rather, we allege that this was a deliberate omission which intentionally excluded financial reserves to obscure the 
true state of Shady Cove’s assets.  

• Council and budget committee members knew that there was a multi-year failure of accrual basis accounting (due to 
the audit delays and audit findings). They have stated publicly that prior year budgets used “made-up numbers”.  From 
our investigation, it appears the last two prior year budgets (FY23-24 &  FY24-25) reported total available resources in 
alignment with available cash/investment balances and expected revenue.  We allege that this practice changed in 
FY25-26, and a sum of approximately $1.2M was intentionally withdrawn from the budget, using audit uncertainty as 
justification.   
 

• Council members knew that completing the remaining years of backlogged audits (for FY22-23, FY23-24 and FY24-25) 
would take more than a year, which would make it unlikely that the beginning fund balances could be updated 
anytime over the next year.   

 
• The delayed audits may have created uncertainty, and we allege that less-knowledgeable members of the budget 

committee/council were told this was a plausible excuse for not reporting balances.  However, because Budget 
Committee & Council already knew that accrual basis accounting had failed, we claim that there was a fiduciary 
requirement to provide a good faith estimate of total available resources.  If money was to be dedicated to a 
reserve fund, it should have been clearly identified as either an investment reserve or an unallocated estimated 
ending fund balance.   

 
• We allege that the omitted financial reserves would have potentially had material bearing on Council deliberation and 

public comment regarding recommendations to eliminate the City’s Community Service Officer (CSO) and raise 
public safety fees in 2025.  

We note that the funds discrepancy does not appear to be caused by the City Administrator, as it is the Council’s duty to set 
reserve funds aside.  
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Supporting Documentation.  

The source for this information is publicly available data from the audits and budget, and a public-information request for LGIP 
& finance data.  

04-15-2025 budget committee meeting https://shadycove.org/proposed-city-of-shady-cove-budget-for-fy2025-2026/  
4-29-2025 budget committee meeting https://shadycove.org/04292025-2025-2026-budget-committee-meeting-

workshop-with-city-council/  
5-6-2025 budget committee mtg https://shadycove.org/05062025-fy-2025-2026-budget-committee-meeting/  
5-13-2025 final budget committee mtg https://shadycove.org/05132025-budget-committee-workshop/  
6-5-2025 public hearing for budget https://shadycove.org/06052025-special-public-hearing-for-fy-2025-2026-

budget-regular-cc-meeting/  
Additional LGIP/bank data sourced from 
public record request 

 

Final-budget-mtg-05-13-transcript.docx  Internally prepared transcript with embedded audio excerpts of final budget 
meeting on 5/13/2025.  
 

 
Budget Committee members for FY25-26: Administrator Parry, Mayor Ball, Councilors Nuckles, Winfrey, Taylor & Mitchell.  
Additional members include former Mayor Lena Richardson, Mr. Jay Taylor, Mr. Don Blaser and Ms. Amy Blaser.  
The budget chair is Council President Kathy Nuckles (nominated by Lena Richardson). 
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