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GROVE, MUELLER& SWANK, P.C.
CERTIFIED PUBLIC ACCOUNTANTS M4D CONSULTANTS

475 CottageStreetNE, Suite200, Salem, Oregon97301
(503)581-7788

INDEPENDENT AUDITOR’SREPORT

HonorableMayorandMembers
oftheCity Council

City ofKeizerUrbanRenewalAgency
Keizer,Oregon 97370

We haveauditedtheaccompanyingfinancial statementsof thegovernmentalactivitiesandeachmajor fund of
theUrbanRenewalAgencyof theCity of Keizer,Oregon(a ComponentUnit oftheCity ofKeizer, Oregon)
as of and for the year endedJune 30, 2005, which collectively comprisethe Agency’s basic financial
statements,aslisted in the tableof contents.Thesefinancialstatementsarethe responsibilityoftheAgency’s
management.Ourresponsibilityis to expressan opinion on thesefinancialstatementsbasedon ouraudit.

We conductedour audit in accordancewith auditing standardsgenerallyacceptedin the United Statesof
America. Thosestandardsrequirethat we plan andperformtheauditto obtainreasonableassuranceabout
whetherthe financial statementsare free of materialmisstatement.An audit includesexamining,on a test
basis, evidencesupportingthe amountsand disclosuresin thefinancial statements.An audit also includes
assessingtheaccountingprinciplesusedandsignificantestimatesmadebymanagement,aswell as evaluating
theoverall basicfinancial statementpresentation.Webelievethat our audit provides areasonablebasisfor
ouropinion.

In our opinion,thefinancial statementsreferredto abovepresentfairly, in all materialrespects,the respective
financial position of the governmentalactivities and eachmajorfund of the UrbanRenewalAgency of the
City of Keizer, Oregonas of June30, 2005 andthechangesin financialposition for the yearthenendedin
conformitywith accountingprinciplesgenerallyacceptedin theUnitedStatesof America.

Management’sdiscussionandanalysisandtheotherrequiredsupplementaryinformationis not arequiredpart
ofthebasicfinancialstatements,but is supplementaryinformationrequiredby accountingprinciplesgenerally
acceptedin the United Statesof America. We have applied certain limited proceduresthat consisted
principally of inquiries of managementregardingthe methodsof measurementand presentationof the
supplementaryinformation. However,we did not auditthe informationandexpressno opinion on it.



Our audit wasmadefor thepurposeof forming opinionson thebasicfinancial statementstakenasa whole.
Theothersupplementaryinformationis presentedfor purposesofadditionalanalysisandis not arequiredpart
of the basicfinancial statements.The othersupplementaryinformation hasbeensubjectedto the auditing
proceduresapplied in the audit of the basic financial statementsand, in our opinion, is fairly statedin all
materialrespectsin relationto thebasicfinancialstatementstakenasawhole.

GROVE,MUELLER& SWANK,P.C.
CERTIF ACCOUNTANTS

By:
CharlesA. Swank, Shareholder
November2, 2005
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City of Keizer, Oregon

MANAGEMENT’S DISCUSSIONAND ANALYSIS

For the FiscalYearEndedJune30, 2005

As managementof the City of KeizerUrbanRenewalAgency, we offer readersthis narrativeoverviewand
analysisof thefinancialactivitiesof theAgency for the fiscal yearendedJune30, 2005.

FinancialHighlights

Thefollowing projectsduring fiscal year2005 included:

• Constructionof ChemawaRoad improvementsfrom 7th Avenueto RickmanRoad,coincidingwith
the improvementsfrom Rickman Road to Verda Lane. Urban Renewal funding was used in
conjunctionwith stategrantsandgastax revenues.

• Keizer Station work included completion of the master plan, sewer system infrastructure
improvements,roadimprovementsandvariouspropertyacquisitions.

• Propertytax incrementrevenuefor fiscal year2005 wasover $3.7 million.

Overviewof theFinancialStatements

Thefollowing discussionandanalysisis intendedto serveasan introductionto theAgency’sbasicfinancial
statementsandrequiredsupplementaryinformation. TheAgency’sbasicfinancial statementsarecomprised
of threecomponents:

1. Government-widefinancialstatements
2. Fundfinancial statements
3. Notesto thebasicfinancial statements

Government-widefinancial statements- The government-widefinancial statementsare designedto provide
readerswith a broadoverview of the Agency’s finances,in a mannersimilar to a private-sectorbusiness.
Thesestatementsinclude all assetsof the Agency (including infrastructuresuchasstreets,traffic signals,
streetlights,buildings,bridges,etc)aswell asall liabilities (including generalobligation long-termdebt).

The Statementof Net Assetspresentsinformation on all of the Agency’s assetsand liabilities, with the
differencebetweenthetwo reportedasnetassets.Overtime, increasesor decreasesin netassetsmayserve
asauseful indicatorof whetherthe financialpositionof theAgencyis improving or deteriorating.

The Statementof Activities presentsinformation showinghow the Agency’snet assetschangedduring the
mostrecentfiscal year. All changesin net assetsarereportedassoonastheunderlyingeventgiving rise to
thechangeoccurs,regardlessof thetiming of relatedcashflows. Thus, revenuesandexpensesarereported
in this statementfor someitems that will resultin cashinflows oroutflowsin a future fiscal period.
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Fundfinancial statements- A fund is a grouping of relatedaccountsthat is usedto maintaincontrol over
resourcesthat havebeensegregatedfor specificactivities or objectives. TheAgency usesfund accounting
to ensureanddemonstratecompliancewith finance-relatedlegalrequirements.

Governmentalfunds areusedto accountfor activities where the emphasisis placed on availablefinancial
resources,ratherthan upon net income determination. Therefore,unlike the government-widefinancial
statements,governmentalfund financial statementsfocus on the acquisitionand use of Currentspendable
resources,as well as on balancesof spendableresourcesavailable at the end of the fiscal year. Such
informationmay be usefulin evaluatingtheAgency’snear-termrequirements.

Becausethefocusof governmentalfunds is narrowerthanthat of thegovernment-widefinancial statements,
it is useful to comparetheinformationpresentedfor governmentalfunds with similar informationpresented
for governmentalactivities in the government-widefinancial statements.By doing so, readersmay better
understandthelong-termimpactof the government’snear-termfinancial decisions. Both thegovernmental
funds BalanceSheet and the governmentalfunds Statementof Revenues,Expenditures,and Changesin
Fund Balancesprovide a reconciliation to facilitate this comparisonbetweengovernmentalfunds and
governmentalactivities.

Notesto thebasicfinancialstatements- Thenotesprovide additionalinformationthat is essentialfor a full
understandingof the dataprovided in the government-wideand fund financial statements. They are an
integralpartof thebasicfinancial statementsandshouldbe readin conjunctionwith them.

Government-WideFinancialAnalysis

Table1
Statemei~tsofNet Assets

As ofJune30, 2005

Cashandinvestments $ 3,967,255

Otherassets 1,371,850
Capitalassets 17,657,547

Total Assets 22,996,652

Otherliabilities 1,316,337
Long termdebt 3,445,000

Total Liabilities 4,761,337

Net assets
Investmentin capitalassets,

net of debt 14,212,547
Unrestricted 4,022,768

Total NetAssets $ 18,235,315
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As notedearlier,net assetsmay serveover time asa useful indicatorof a government’sfinancial position.
In thecaseoftheAgency, assetsexceededliabilities by $18,235,315atthecloseof fiscal year2005.

A portion of the Agency’snet assetsreflects its investmentof $14,212,547or 78 percent,in capital assets
(e.g., land, buildings, improvements,equipment,and infrastructure,net of accumulateddepreciation),less
any relatedoutstandingdebt usedto acquirethoseassets,if any. Thesecapitalassetsprimarily represent
infrastructureimprovements.Consequently,theseassetsare not availablefor future spending.

The remainingbalanceis unrestrictednetassetstotaling$4,022,768or approximately22 percent.

Table 2
Statementsof Activities

For the year endingJune30, 2005

Revenues
Taxesandassessments $ 3,707,135
Miscellaneous 113,852
Gain on saleofland 733,908

Total Revenues 4,554,895

Expenses
~Programs 1,363,026
Depreciation 721,704

Total Expenses 2,084,730

Changein netassets 2,470,165

Beginningnetassets 15,765,150

Endingnetassets $ 18,235,315

TheAgency’soverall netassetsincreasedby $2,470,165during fiscal year2005. Theincreasewas related
to thenet increaseoftax incrementrevenueoverprogramexpensesandthegainof saleof land.

CapitalAssets

At June 30, 2005, theAgency hadapproximately$17.7million investedin capitalassets,primarily related

to building andinfrastructureimprovements.

-6-



Table 3

CapitalAssetsas of June30, 2005

(net of depreciation)

Land $ 4,623,633
Building and improvements 6,989,336

Equipmentandvehicles 26,726

Infrastructure 10,699,946
Accumulateddepreciation (4,682,094)

Net CapitalAssets $ 17,657,547

CurrentYearBudgetaryHighlights

TheAgency madeno budgetamendmentsduring theyearendedJune30, 2005.

EconomicFactorsandNext Year’sBudgetsandRates

The fiscal year 2006budgetwaspreparedto reflect that theAgency met its maximumindebtednessduring
fiscal year 2005. The Board is consideringa substantialamendmentto the District which will increaseits
maximum indebtednessso that additional projectscan be accomplished. The Board is also considering
removing approximatelyone-thirdof the boundaryin the District. Should a substantialamendmentbe
approved,theDistrict will continueto receivetax incrementrevenuebeyondfiscal year2006.

The Agency’s adoptedbudgetfor fiscal year2006 reflects total estimatedresourcesof $8,909,000which

exceedstotal estimatedexpendituresby $4,134,100.

Requestsfor Information

This financial reportis designedto provide a generaloverviewof theAgency’s financesfor thosewith an
interest in the government’sfinances. Questionsconcerningany of the informationprovidedin this report
shouldbe addressedto theFinanceDirectorat930 ChemawaRoad,Keizer, Oregon 97303.
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CITYOFKEIZER URBANRENEWALAGENCY
(A ComponentUnit ofthe City ofKeizer,Oregon)

STATEMENTOF NETASSETS
JUNE30, 2005

ASSETS
Cashandinvestments $ 3,967,255
Accountsreceivable 2
Propertytaxesreceivable 244,895
Duefrom otherfunds(City of Keizer) 1,126,953
Capitalassets,netof depreciation 17,657,547

TotalAssets 22,996,652

LIABILITIES
Accountspayable 1,315,937
Deposits 400
Noncurrentliabilities:

Due within oneyear:
Bondspayable 780,000

Due in morethanoneyear:
Bondspayable 2,665,000

Total Liabilities 4,761,337

NETASSETS
Investmentin capitalassets(netof relateddebt) 14,212,547
Unrestricted 4,022,768

Total NetAssets $ 18,235,315

Theaccompanyingnotesarean integralpart ofthefinancialstatements.
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CITYOFKEIZER URBANRENEWALAGENCY
(A ComponentUnit ofthe City ofKeizer, Oregon)

STATEMENTOF ACTIVITIES
YEARENDEDJUNE30, 2005

REVENUES
Propertytaxes $ 3,707,135
Miscellaneous 113,852

TotalRevenues 3,820,987

EXPENSES
Personalservices 225,621
Materialsandservices 947,181
Intereston long-termdebt 190,224
Depreciation 721,704

TotalExpenses 2,084,730

REVENUESIN EXCESSOFEXPENSES 1,736,257

OTHER FINANCING SOURCES(USES)
Gainon saleof land 733,908

CHANGEINNETASSETS 2,470,165

NETASSETS,July 1, 2004 15,765,150

NETASSETS,June30,2005 $ 18,235,315

Theaccompanyingnotesarean integralpart ofthefinancialstatements.
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CITY OFKEIZER URBAN RENEWALAGENCY
(A ComponentUnit ofthe City ofKeizer, Oregon)
BALANCESHEET- GOVERNMENTALFUNDS
JUNE30, 2005

UrbanRenewal Urban Renewal
Project TaxIncrement Totals

ASSETS
Cashandinvestments $ 3,029,135 $ 938,120 $ 3,967,255
Accountsreceivable 2 - 2
Propertytaxesreceivable - 244,895 244,895

TotalAssets $ 3,029,137 $ 1,183,015 $ 4,212,152

LIABILITIES ANDFUNDBALANCES
Liabilities

Accountspayable $ 1,315,937 $ - $ 1,315,937
Deposits 400 - 400
Deferredrevenue - 186,440 186,440

TotalLiabilities 1,316,337 186,440 1,502,777

Fund Balances

Unreserved
Specialrevenuefunds 1,712,800 996,575 2,709,375

TotalLiabilities andFundBalances $ 3,029,137 $ 1,183,015 $ 4,212,152

Theaccompanyingnotesarean integralpart ofthefinancialstatements.
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CITYOF KEIZER URBANRENEWALAGENCY
(A ComponentUnit ofthe City ofKeizer,Oregon)
RECONCILIATIONTO THESTATEMENTOFNETASSETS
JUNE30, 2005

RECONCILIATIONTO THESTATEMENTOFNETASSETS

FundBalances $ 2,709,375

Amountsreportedin the Statementof NetAssetsaredifferentbecause:

The Statementof NetAssetsreportsreceivablesattheir netrealizablevalue. However,
receivablesnot availableto payfor current-periodexpendituresaredeferredin
governmentalfunds. 1,313,393

Capitalassetsarenot financialresourcesin governmentalfunds,but arereportedin the
StatementofNetAssetsattheir netdepreciablevalue. 17,657,547

All liabilities are reportedin theStatementof NetAssets.However,if theyarenot due
andpayablein the currentperiod,theyarenot recordedin governmentalfunds. (3,445,000)

NetAssets $ 18,235,315

Theaccompanyingnotesarean integralpart ofthefinancial statements.
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CITY OF KEIZER URBANRENEWALAGENCY
(A ComponentUnit ofthe City ofKeizer, Oregon)
STATEMENTOFREVENUES,EXPENDITURESAND CHANGESIN FUNDBALANCES-

GOVERNMENTALFUNDS
YEARENDEDJUNE30, 2005

UrbanRenewal UrbanRenewal
Project TaxIncrement Totals

REVENUES
Propertytaxes $ - $ 3,727,076 $ 3,727,076
Miscellaneous 76,007 37,845 113,852

TotalRevenues 76,007 3,764,921 3,840,928

EXPENDITURES
Currentoperating:

Personalservices 225,621 - 225,621
Materialsandservices 1,039,373 - 1,039,373

Capitaloutlay 4,734,521 - 4,734,521
Debtservice - 940,224 940,224

TotalExpenditures 5,999,515 940,224 6,939,739

REVENUESOVER(UNDER)
EXPENDITURES (5,923,508) 2,824,697 (3,098,811)

OTHERFINANCINGSOURCES(USES)
Loanproceeds 2,514,912 - 2,514,912
Loanrepayment - (2,514,912) (2,514,912)
Landsaleproceeds 919,778 - 919,778
Interfund loan (1,126,953) - (1,126,953)

Total OtherFinancingSources(Uses) 2,307,737 (2,514,9121 (207,175)

NETCHANGEIN FUNDBALANCES (3,615,771) 309,785 (3,305,986)

FUNDBALANCES,Beginningofyear 5,328,571 686,790 6,015,361

FUND BALANCES,Endofyear $ 1,712,800 $ 996,575 $ 2,709,375

Theaccompanyingnotesare an integralpart ofthefinancial statements.
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CITY OF KEIZER URBANRENEWAL AGENCY
(A ComponentUnit ofthe City ofKeizer, Oregon)
RECONCILIATIONTo THESTATEMENTOFREVENUES,EXPENDITURESAND CHANGESIN FUND
BALANCESOF GOVERNMENTALFUNDSTO THESTATEMENTOFACTIVITIES
YEARENDEDJUNE30, 2005

RECONCILIATION OF THE STI4TEMENT OFREVENUES,EXPENDITURESAND
CHANGESIN FUND BALANCES OFGOVERNMENTAL FUNDS TO THE
STATEMENT OFACTIVITIES

NetChangein FundBalances $ (3,305,986)

Amountsreportedin the statementof activitiesaredifferentbecause:

Governmentalfunds deferrevenuesthat do notprovidecurrentfmancialresources.
However,theStatementof Activities recognizessuchrevenuesat theirnetrealizablevalue
whenearned,regardlessofwhenreceived. (19,941)

TheStatementof Activities reportsgainsandlossesarisingfrom the disposalof existing
capitalassets,while governmentalfundsdo notreportanygainsandlossesonthe
disposalof existingcapitalassets. (185,870)

Governmentalfundsreportadvancesto otherfundsascurrentexpenditures.However,
theseitems are notconsideredexpensesfor theStatementof Activities 1,126,953

Capitaloutlaysare reportedasexpendituresin governmentalfunds. However, the
Statementof Activities allocatesthecostof capitaloutlay overtheir estimateduseful
lives asdepreciationexpense. 4,105,009

Repaymentsof long-termdebtusecurrentfmancialresourcesandarereportedas
expendituresin governmentalfunds. However,thepaymentofdebtprincipal
doesnot affecttheStatementofActivities, but is reportedasa decreasein
noncurrentliabilities in theStatementof Net Assets. 750,000

Changein NetAssets $ 2,470,165

The accompanyingnotesare an integralpart ofthefinancial statements.
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CITY OFKEIZER URBANRENEWAL AGENCY
(A ComponentUnit of the City ofKeizer,Oregon)
NOTESTO FINANCIAL STATEMENTS
YEARENDED JUNE 30, 2005

SUMMARYOF SIGNIFICANTACCOUNTING POLICIES

The financial statementsof the UrbanRenewalAgency(Agency)of the City of Keizer, Oregon(City) havebeen
preparedin conformitywith generallyacceptedaccountingprinciples (GAAP) as appliedto governmentalunits.
The GovernmentalAccountingStandardsBoard (GASB) is the acceptedstandard-settingbody for establishing
governmentalaccountingand financial reporting standards. The more significant of the Agency’s accounting
policiesaredescribedbelow.

ReportingEntity

TheCity of KeizerUrbanRenewalAgencywas createdon September10, 1990 to promotethe economicwelfare
andprosperityof the City’s inhabitants. The Agency is governedby aseven-memberboard of directorsthat
include the City’s mayor and council membersand is included as a blendedcomponentunit in the City’s
financial statementsas aspecialrevenuefund anda debtservicefund.

BasicFinancial Statements

Basicfinancial statementsarepresentedatboth thegovernment-wideandfund financial level.

Government-widefinancial statementsdisplayinformationaboutthe reportinggovernmentas awhole. For the
mostpart,the effect of interfund activity hasbeenremovedfrom thesestatements.Thesestatementsfocus on
the sustainabilityof the Agency asan entity and the changein aggregatefmancial position resultingfrom the
activities of the fiscal period. Theseaggregatedstatementsconsistof the Statementof Net Assetsand the
StatementofActivities.

The Statementof Activities demonstratesthe degreeto whichthe directexpensesof a given functionor segment
areoffsetby programrevenues.Direct expenses arethosethatareclearlyidentifiablewith a specific functionor
segment.Programrevenuesinclude(1) chargesto customersor applicantswho purchase,use,or directlybenefit
from goods,servicesor privilegesprovidedby agiven functionor segment,and(2) grantsandcontributionsthat
arerestrictedto meetingthe operationalor capital requirementsof aparticularfunctionor segment.Taxesand
otheritemsnot properlyincludedamongprogramrevenuesarereportedinsteadas generalrevenues.

Fundfinancial statementsdisplay informationat the individual fund level. Each fund is consideredto be a
separateaccountingentity. Fundsare classified and summarizedas governmental,proprietary,or fiduciary.
Currently,theAgencyhastwo governmental(generalanddebtservice)funds.

The financial transactionsof the Agency are recordedin individual funds. Each fund is accountedfor by
providing aseparateset of self-balancingaccountsthat comprisesits assets,liabilities, reserves,fund equity,
revenuesandexpenses.Thevariousfundsarereportedby genericclassificationwithin the financial statements.

Governmentalaccountingstandardssetforth minimumcriteria (percentageof the assets,liabilities, revenuesor
expensesof either fund categoryor the governmentand enterprisecombined)for the determinationof major
funds. Major individual fundsarereportedasseparatecolumnsin thefund financial statements.

The Agencyreportsthe following majorgovernmentalfunds:

UrbanRenewalProject

UrbanRenewalTax Increment

-14-



CITY OFKEIZER URBANRENEWAL AGENCY
NOTESTOFINANCIALSTATEMENTS(Continued)
YEARENDEDJUNE30, 2005

SUMMARYOFSIGNIFICANTACCOUNTING POLiCIES (Continued)

MeasurementFocusandBasisofAccounting

Thegovernment-widefinancial statementsarereportedusingthe economicresourcesmeasurementfocusandthe
accrualbasisofaccounting. Revenuesarerecordedwhenearnedandexpensesarerecordedwhena liability is
incurred,regardlessof thetiming of relatedcashflows. Propertytaxesarerecognizedasrevenuesin theyearfor
which theyare levied. Grantsandsimilar itemsarerecognizedas revenueas soonas all eligibility requirements
imposedby the providerhavebeenmet.

The modified accrualbasisof accountingis usedby all governmentalfund types. Underthe modified accrual
basis of accounting, revenuesare recognizedwhen susceptibleto accrual (i.e., when they become both
measurableand available). “Measurable” means the amount of the transactioncan be determinedand
“available” meanscollectiblewithin thecurrentperiodor soonenoughthereafterto be usedto payliabilities of
the currentperiod. TheAgency considerspropertytaxesas availableif theyarecollectedwithin 30 daysafter
yearend. Expendituresarerecordedwhentherelatedfund liability is incurred. Principalandintereston general
long-termdebtarerecordedas fund liabilities whendue.

FundAccounting

The accountsof the Agency are organizedandoperatedas two funds. A fund is an independentfiscal and
accountingentity with a self-balancingset of accounts. Fundaccountingsegregatesfunds accordingto their
intendedpurposeand is usedto aid managementin demonstratingcompliancewith finance-relatedlegal and
contractualprovisions. The minimumnumber of funds are maintainedconsistentwith legal and managerial
requirements.The Agencyhasa generalfund anda debtservicefund. The UrbanRenewalProjectFundis used
to accountfor all financial resources,exceptthoserequiredto be accountedfor in anotherfund. The primary
sourceof revenueis from investmentearnings. The UrbanRenewalTax IncrementFundis usedto accountfor
the accumulationoftaxresourcesfor paymentof principalandinterest.

UseofEstimates

Thepreparationof financial statementsin conformitywith accountingprinciplesgenerallyacceptedin theUnited
Statesof Americarequiresmanagementto makeestimatesandassumptionsthat affect certainreportedamounts
anddisclosures.Accordingly, actualresultsmaydiffer from thoseestimates.

ReceivablesandDeferredRevenues

Receivablesfor state,countyandlocalsharedrevenues,includedin accountsreceivable,arerecordedas revenue

in the governmentalfundsas earned.

Propertytaxes receivablefor the governmentalfund types, which have been collected within sixty days
subsequentto yearend, are consideredmeasurableand available and arerecognizedas revenues. All other
propertytaxesareoffsetby deferredpropertytax revenuesand,accordingly,havenot beenrecordedas revenue.
Realandpersonalpropertytaxesareleviedupon all taxablepropertywithin theAgencyandbecomeliensagainst
the propertyas of July 1 of eachyearandare payablein threeinstallmentswhich are dueon November15,
February15, andMay 15. Discountsareallowedif the amountdueis receivedby November15. Taxesunpaid
andoutstandingon May 16 are considereddelinquent. Propertytaxesreceivableby the Agencyrepresentthe
Agency’sallocatedshareof delinquentpropertytaxesandotheramountsto becollectedfrom propertyowners.
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CITYOFKEIZER URBANRENEWALAGENCY
(A ComponentUnit oftheCity ofKeizer,Oregon)
NOTESTO BASICF[NANCIAL STATEMENTS(Continued)
YEARENDEDJUNE30, 2005

SUMMARYOFSIGNIFICANT ACCOUNTINGPOLICIES (Continued)

CapitalAssets

The Agencyspendsconsiderableresourceson projectswhich areprimarily capital in nature. All capitalassets
acquiredor paid by the Agency are transferredto the City of Keizer and are not separatelyreportedon the
Agency’s financial statements.

Long-TermObligations

In the government-widefmancialstatements,andin proprietaryfund typesin the fund financial statements,long-
term obligationsarereportedas liabilities in the applicablegovernmentalactivities, business-typeactivities,or
proprietaryfund-typeStatementof Net Assets. Bondpremiums,discounts,and issuancecostsare reportedas
expenditureswhenpaid.

In the fund financial statements,governmentalfund types recognizebond premiums,discounts,and issuance
costs at the time of issuance. Bond proceedsare reportedas other fmancing sourcesnet of the applicable
premiumor discount. Issuancecosts,evenif withheld from the actualnetproceedsreceived,arereportedas debt
serviceexpenditures.

CashandInvestments

TheAgencymaintainsits cashbalanceatthe StateTreasurer’sInvestmentsPool.Expendituresby theCity for the
Agency are reimbursedby the Agency. State statutesauthorizethe Agency to invest primarily in general
obligationsof theU.S. Governmentandits agencies,certainbondedobligationsof Oregonmunicipalities,bank
repurchaseagreements,bankers’acceptances,certaincommercialpaperandthe statetreasurer’sinvestmentpooi,
amongothers.

BudgetaryInformation

TheAgencybudgetsin accordancewith therequirementsof Statelaw. Annual appropriatedbudgetsare adopted
on a basisconsistentwith accountingprinciplesgenerallyacceptedin theUnitedStatesof America.

TheAgencybeginsits budgetingprocessby appointingbudgetcommitteemembers.The budgetofficer prepares
a budget,which is reviewedby the Budgetcommittee. The budgetis thenpublishedin proposedform andis
presentedfor public hearingsto obtain taxpayercommentsand approvalfrom the BudgetCommittee. The
budgetis legallyadoptedby theAgency’sBoardby resolutionprior to thebeginningofthe Agency’sfiscal year.
The Board resolutionauthorizing appropriationsfor eachfund sets the level by which expenditurescannot
legallyexceedappropriations.Appropriationsaremadeatthefunction level. Appropriationslapseatyear-end.

Appropriation authority may be transferred from one level of control to another by Board resolution.
Supplementalappropriationsmayoccur if the Boardapprovesthemdueto a needwhich exists which wasnot
determinedatthe timethebudgetwasadopted.

TheAgencydoesnot useencumbrances.
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CITY OFKEIZER URBANRENEWALAGENCY
(A ComponentUnit of the CityofKeizer,Oregon)
NOTESTOBASICFINANCIAL STATEMENTS(Continued)
YEARENDEDJUNE30, 2005

PROPERTYTAXESRECEIVABLE

Propertytax transactionsfor theyearwereasfollows:

Balance 2004-05 Added Discounts and Balance
July 1, 2004 Levy toRolls Adjustments Turnovers June 30, 2005

Current $ - $ 3,906,579 $ 5,267 $ (130,460) $ (3,638,849) $ 142,537
Prior 253,405 - 920 (70,066) (81,901) 102,358

$ 253,405 $ 3,906,579 $ 6,187 $ (200,526) $ (3,720,750) $ 244,895

CAPITALASSETS

The changesin the capitalassetsfor theyearendedJune30, 2005 areasfollows:

Balances Balances

July 1, June30,
2004 Increases Decreases 2005

NON-DEPRECIABLE
Landandimprovements $ 3,182,466 $ 1,441,167 $ - $ 4,623,633

DEPRECIABLE
Buildingsand improvements 6,845,392 413,975 (270,031) 6,989,336
Equipment 25,292 1,434 - 26,726
Infrastructure 7,729,809 2,970,137 - 10,699,946

Total depreciable 14,600,493 3,385,546 (270,031) 17,716,008

Total costofcapital assets 17,782,959 4,826,713 (270,031) 22,339,641

ACCUMULA TED DEPRECIATION
Buildings andimprovements (2,090,806) (362,968) 84,161 (2,369,613)
Equipmentandvehicles (19,342) (2,071) - (21,413)

Infrastructure (1,934,403) (356,665) - (2,291,068)

Total accumulateddepreciation (4,044,551) (721,704) 84,161 (4,682,094)

Capitalassets,net $ 13,738,408 $ 4,105,009 $ (185,870) $ 17,657,547
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CITY OFKEIZER URBANRENEWAL AGENCY
(A ComponentUnit ofthe City ofKeizer,Oregon)
NOTESTO BASICFINANCIALSTATEMENTS(Continued)
YEARENDEDJUNE30, 2005

LONG-TERMDEBT

Long-termdebttransactionsfor theyearwereas follows:

Outstanding Matured! Outstanding
July 1, Redeemed June30, Due in
2004 Issued During Year 2005 One Year

2001 URA, SeriesA $ 2,820,000 $ - $ (315,000) $ 2,505,000 $ 320,000

2001 URA, SeriesB 1,375,000 - (435,000) 940,000 460,000

$ 4,195,000 $ - $ (750,000) $ 3,445,000 $ 780,000

Futuredebtservicerequirementsareas follows:

Fiscal Year

Ending
June30, Principal Interest Total

2005 $ 780,000 $ 153,375 $ 933,375
2006 830,000 113,100 943,100
2007 270,000 85,000 355,000
2008 285,000 71,125 356,125
2009 300,000 56,500 356,500

2010-2013 980,000 75,250 1,055,250

$ 3,445,000 $ 554,350 $ 3,999,350
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CITY OF KEIZER URBANRENEWAL AGENCY
(A ComponentUnit of the CityofKeizer,Oregon)
COMBINEDSCHEDULEOFREVENUES,EXPENDITURESAND CHANGESIN FUNDBALANCE-

BUDGETANDA CTUAL - URBANRENEWALPROJECTFUND
YEARENDEDJUNE30, 2005

BudgetedAmounts
Original Final Actual Variance

REVENUES
Miscellaneous $ 23,700 $ 23,700 $ 76,007 $ 52,307

EXPENDITURES
Personalservices 227,300 227,300 225,621 1,679
Materialsandservices 1,049,000 1,049,000 1,039,373 9,627
Capitaloutlay 5,550,100 5,550,100 4,734,521 815,579
Contingency 189,100 189,100 - 189,100

TotalExpenditures 7,015,500 7,015,500 5,999,515 1,015,985

REVENUESOVER (UNDER)
EXPENDITURES (6,991,800) (6,991,800) (5,923,508) 1,068,292

OTHERFINANCING SOURCES(USES)
Loanproceeds 3,056,700 3,056,700 2,514,912 (541,788)
Landsaleproceeds - - 919,778 919,778
Interfundloan - - (1,126,953) (1,126,953)

Total OtherFinancingSources(Uses) 3,056,700 3,056,700 2,307,737 (748,963)

NETCHANGEIN FUNDBALANCE (3,935,100) (3,935,100) (3,615,771) 319,329

FUND BALANCE,Beginningofyear 4,718,100 4,718,100 5,328,571 610,471

FUND BALANCE,Endofyear $ 783,000 $ 783,000 $ 1,712,800 $ 929,800
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CITY OF KEIZER URBAIS~RENEWALAGENCY
(A ComponentUnit oftheCity ofKeizer,Oregon)
COMBINED SCHEDULEOFREVENUES,EXPENDITURESAND CHANGESIN FUNDBALANCE-

BUDGETANDACTUAL - URBANRENEWALTAXINCREMENTFUND
YEARENDEDJUNE30, 2005

BudgetedAmounts
Original Final Actual Variance

REVENUES
Taxesandassessments $ 3,839,000 $ 3,839,000 $ 3,727,076 $ (111,924)
Miscellaneous 44,000 44,000 37,845 (6,155)

Total Revenues 3,883,000 3,883,000 3,764,921 (118,079)

EXPENDITURES
Debtservice 1,525,200 1,525,200 940,224 584,976

REVENUESOVER(UNDER)
EXPENDITURES 2,357,800 2,357,800 2,824,697 466,897

OTHERFINANCINGSOURCES(USES)
Loan repayement (3,056,700) (3,056,700) (2,514,912) 541,788

NETCHANGEIN FUNDBALANCE (698,900) (698,900) 309,785 1,008,685

FUNDBALANCE,Beginningofyear 698,900 698,900 686,790 (12,110)

FUNDBALANCE,Endofyear $ - $ - $ 996,575 $ 996,575
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CITY OF KEIZER URBANRENEWALAGENCY
(A ComponentUnit ofthe CityofKeizer, Oregon)
SCHEDULEOFFUTUREDEBTSERVICEREQUIREMENTS
JUNE30, 2005

Fiscal Year
Ending 2001 Urban Renewa4Series A 2001 Urban Renewal, Series B

June 30, Principal Interest Total Principal Interest Total

2006 $ 320,000 $ 117,250 $ 437,250 $ 460,000 $ 36,125 $ 496,125
2007 350,000 100,500 450,500 480,000 12,600 492,600
2008 270,000 85,000 355,000 - - -

2009 285,000 71,125 356,125 - - -

2010 300,000 56,500 356,500 - - -

2011 310,000 41,250 351,250 - - -

2012 325,000 25,375 350,375 - - -

2013 345,000 8,625 353,625 - - -

$ 2,505,000 $ 505,625 $ 3,010,625 $ 940,000 $ 48,725 $ 988,725



Totals
Principal Interest Total

$ 780,000 $ 153,375 $ 933,375
830,000 113,100 943,100
270,000 85,000 355,000
285,000 71,125 356,125
300,000 56,500 356,500
310,000 41,250 351,250
325,000 25,375 350,375
345,000 8,625 353,625

$ 3,445,000 $ 554,350 $ 3,999,350
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CITY OFKEIZER URBANRENEWALAGENCY
COMMENTSOF THEINDEPENDENTAUDITORREQUIREDBYSTATEOF OREGONMINIMUM
STANDARDSFORAUDITSOFOREGONMUNICIPAL CORPORATIONS
YEARENDEDJUNE30, 2005

StateOfOregonComplianceSection

OregonAdministrative Rules 162-10-000through 162-16-000of the Minimum Standardsfor Audits of Oregon
Municipal Corporations, prescribedby the Secretaryof State in cooperationwith the OregonState Board of
Accountancy, enumeratethe financial statements,schedules,comments,and disclosuresrequired in annual
financial reports. Requiredcommentsanddisclosuresrelatedto our audit of such financial statementsand
schedulesareset forth on thefollowing pages.

Sign~fIcantAccountingPolicies

The significantaccountingpolicies followed in preparingthe Agency’sfmancial statementsaresummarizedin the
notesto thefinancial statements.

OrganizationandFundStructure

The organizationandfund structureof the Agency is documentedon thetitle pageandin the notesto the financial
statements.

InternalAccountingControlandAccountingRecords

Wehaveauditedthe fund financial statementsof theCity of KeizerUrban RenewalAgencyas of andfor theyear
endedJune30, 2005,andhaveissuedourreport thereondatedNovember2, 2005. As partof ouraudit,we madea
studyand evaluationof accountingsystemsandcontrols as requiredby auditingstandardsgenerallyacceptedin
the UnitedStatesof America. The purposeof our study andevaluationwas to determinethe nature,timing and
extentof the auditing proceduresnecessaryfor expressingan opinion on the Agency’s fund financial statements.
Our studyandevaluationwas morelimited thanwould benecessaryto expressanopinion on the systemof internal
accountingcontrol of theAgencytakenas a whole. However,ourstudyandevaluationdisclosedno conditionthat
webelieveto beamaterialweakness.

AdequacyOf CollateralSecuringDepositoryBalances

OregonRevisedStatutesChapter295 requiresthat eachdepositorythroughout the period of its possessionof
public fund depositsshallmaintainon depositwith its custodians,atits own expense,securitieshavingavaluenot
lessthan 25%of the certificatesof participationissuedby thepool managerfor fundsin excessofthoseinsuredby
theFederalDepositInsuranceCorporation. Our reviewof the adequacyof collateralsecuringdepositorybalances
indicatedthe collateralwassufficientfor theyearendedJune30, 2005.

Investments

Our review of depositandinvestmentbalancesindicatedthat, during the yearendedJune30, 2005, the Agency

was in compliancewith ORS295,as it pertainsto investmentofpublic funds.
BudgetCompliance

The Agencyappearsto havecompliedwith Local BudgetLaw (ORS 294.305to 294.520)in the preparationand
adoptionof its budgetandtax levy for the yearsendingJune30, 2005 and2006. A descriptionof the budgeting
processis in the notesto thefinancial statements.
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CITYOFKEIZER URBANRENEWALAGENCY
COMMENTSOF THEINDEPENDENTAUDITORREQUIREDBYSTATEOF OREGONMINIMUM
STANDARDSFORAUDITSOF OREGONMUNICIPAL CORPORATIONS(Continued)
YEARENDEDJUNE30, 2005

InsurancePoliciesAndFidelity Bonds

Wehavereviewedthe Agency’s insuranceandfidelity bond coverageatJune30, 2005. We ascertainedthat such
policies appearedto be in force andcomply with legal requirementsrelating to insuranceand fidelity bond
coverage.We arenot competentby trainingto commenton the adequacyof the insurancepolicies.

Public Contracts

The Agency’sproceduresfor awardingpublic contractswerereviewedandfound to be in accordancewith ORS
Chapter279.

ProgramsFundedFrom OutsideSources

We havereviewedthe Agency’s compliancewith appropriatelaws,rules, andregulationspertainingto programs
fundedwholly or partiallyby the othergovernmentalagencies.The Agency is in compliancewith the guidelines
in all materialrespects.

FinancialReportingRequirements

We have reviewedfinancial reports and other data relating to programsfunded wholly or partially by other
governmentalagencies.This data, filed with othergovernmentalagencies,is in agreementwith andsupportedby
theaccountingrecords.

ScheduleOfAccountabilityOfIndependentlyElectedOfficials

Thereareno electedAgencyofficials who collect or receivefundson behalfof the Agency.

This report is intendedfor the Boardof Directorsof the City of KeizerUrbanRenewalAgency,the City Council
andmanagementof City of Keizer. This restrictionis not intendedto limit thedistributionof this report,whichis
a matterofpublic record.

GROyE, MUELLER & SWANK,P.C.
CERTIFIEDPUB IC ACCOUNTANTS

By: __________________________
CharlesA. Swank, Shareholder

November2, 2005
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