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GROVE, MUELLER& SWANK, P~C.

CERTIFIED PUSLIC ACCOUNTANTS AND CONSULTANTS
475 CottageStreetNE, Suite 200, Salem, Oregon97301

(503) 581-7788

INDEPENDENT AUDITOR’SREPORT

HonorableMayor andMembers
of theCity Council

City of KeizerUrbanRenewalAgency
Keizer,Oregon 97370

We haveauditedtheaccompanyingfinancialstatementsof the governmentalactivities andeachmajor fund of
the UrbanRenewalAgencyof the City of Keizer, Oregon(a ComponentUnit of theCity of Keizer, Oregon)
as of and for the year endedJune 30, 2006, which collectively comprise the Agency’s basic financial
statements,as listedin the tableof contents.Thesefinancialstatementsarethe responsibilityof the Agency’s
management.Our responsibilityis to expressan opinionon thesefinancial statementsbasedon ouraudit.

We conductedour audit in accordancewith auditing standardsgenerallyacceptedin the United Statesof
America. Thosestandardsrequire thatwe plan andperformthe audit to obtainreasonableassuranceabout
whetherthe financial statementsare free of materialmisstatement.An audit includes examining,on a test
basis,evidencesupportingthe amountsanddisclosuresin the financial statements. An audit alsoincludes
assessingtheaccountingprinciplesusedandsignificantestimatesmadeby management,aswell as evaluating
the overall basicfinancial statementpresentation.Webelievethatour audit providesa reasonablebasis for
ouropinion.

In ouropinion, the financial statementsreferredto abovepresentfairly, in all materialrespects,the respective
financialposition of the governmentalactivities andeachmajor fund of the UrbanRenewalAgency of the
City of Keizer, Oregonas of June30, 2006 andthe changesin financialposition for theyearthenendedin
conformitywith accountingprinciples generallyacceptedin the UnitedStatesof America.

Management’sdiscussionandanalysisandthe otherrequiredsupplementaryinformationis notarequiredpart
of the basicfinancial statements,but is supplementaryinformationrequiredby accountingprinciples generally
acceptedin the United Statesof America. We have applied certain limited proceduresthat consisted
principally of inquiries of managementregardingthe methods of measurementand presentationof the
supplementaryinformation. However,we did not audit the informationandexpressno opinionon it.

GROVE,MUELLER & SWANK,P.C.
CERTIFIEDPUBLICACCOUNTANTS

By:
CharlesA. Swank,A Shareholder
November8, 2006



KeizerUrbanRenewalAgency,Marion County,Oregon

MANAGEMENT’S DISCUSSIONAND ANALYSIS

For the FiscalYearEndedJune30, 2006

As managementof the City of KeizerUrbanRenewalAgency, we offer readersthis narrativeoverview and
analysisof thefinancialactivities oftheAgencyfor the fiscal yearendedJune30, 2006.

Financial Highlights

Urbanrenewaldistricts in the stateof Oregonare requiredto establisha maximumindebtednesswhich is
the total cost to completeall of the projects in the Urban RenewalPlan. Once it reachesits maximum
indebtednessthedistrict hastheoreticallycompletedits purposeand stopscollectingtax incrementrevenue
for new projects. After the outstandinghasbeenpaid off, the district dissolves. The District reachedits
maximumindebtednessof $22,390,384in fiscal year2004-05. In fiscal year2005-06theDistrict collected
a sufficient amountof tax incrementrevenueto pay off its existing debt, and precededto defeasethe full
generalobligationdebtof $3,445,000outstandingat June30, 2005.

In November2005, the City Council passedthe sixth amendmentto the Keizer UrbanRenewalDistrict
which increasedthe maximum indebtednessan additional $23,500,000extendingthe life of the District
throughfiscal year2011-12(estimated). The sixth amendmentalsoremovedapproximatelyone-thirdof the
propertyvaluesfrom theDistrict boundaries,reducingthe tax incrementrevenueanestimated$1.6 million.

The following projectsduring fiscal year 2006 included:

• Completedconstructionof ChemawaRoad improvementsfrom 7th Avenue to Rickman Road,
coinciding with the improvementsfrom Rickman Road to Verda Lane. Urban Renewalfunding
wasusedin conjunctionwith stategrantsandGasTax revenues.

• Completedlandacquisitionandconstructionof theDistrict’s shareofKeizerStationimprovements.
• Continueddevelopmentof theRiver RoadRenaissanceplan.
• Propertytax incrementrevenuefor fiscal year2006 wasover$3.9 million.

Overview of the Financial Statements

The following discussionandanalysisis intendedto serveasan introductionto theAgency’sbasicfinancial
statementsandrequiredsupplementaryinformation. TheAgency’sbasicfinancialstatementsarecomprised
of threecomponents:

1. Government-widefinancial statements
2. Fundfinancialstatements
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 infrastructuresuchas streets,traffic signals,
streetlights,buildings,bridges,etc) as well asall liabilities (including generalobligationlong-termdebt).
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The Statementof Net Assetspresentsinformation on all of the Agency’sassetsand liabilities, with the
differencebetweenthetwo reportedasnet assets. Overtime, increasesor decreasesin netassetsmay serve
asa useful indicatorof whetherthefinancialposition of theAgencyis improving or deteriorating.

The Statementof Activities presentsinformation showinghow the Agency’snet assetschangedduring the
mostrecentfiscal year. All changesin netassetsarereportedas soonas theunderlyingeventgiving rise to
thechangeoccurs,regardlessof the timing of relatedcashflows. Thus, revenuesandexpensesarereported
in this statementfor someitems thatwill resultin cashinflows or outflows in a future fiscal period.

Fundfinancial statements- A fund is a groupingof relatedaccountsthat is usedto maintaincontrol over
resourcesthat havebeensegregatedfor specific activities or objectives. The Agency uses fund accounting
to ensureanddemonstratecompliancewith finance-relatedlegal requirements.

Governmentalfunds areusedto accountfor activities wherethe emphasisis placed on availablefinancial
resources,ratherthan upon net income determination. Therefore, unlike the government-widefinancial
statements,governmentalfund financial statementsfocus on the acquisitionand useof current spendable
resources,as well as on balancesof spendableresourcesavailableat the end of the fiscal year. Such
informationmaybeuseful in evaluatingtheAgency’snear-termrequirements.

Becausethe focusof governmentalfunds is narrowerthan that of the government-widefinancial statements,
it is useful to comparethe informationpresentedfor governmentalfunds with similar informationpresented
for governmentalactivities in the government-widefinancial statements. By doing so, readersmay better
understandthe long-termimpactof the government’snear-termfinancial decisions. Both the governmental
funds BalanceSheetand the governmentalfunds Statementof Revenues,Expenditures,and Changesin
Fund Balancesprovide a reconciliation to facilitate this comparisonbetweengovernmentalfunds and
governmentalactivities.

Notesto the basicfinancial statements- The notesprovide additional informationthat is essentialfor a full
understandingof the dataprovided in the government-wideand fund financial statements. They are an
integralpartofthebasicfinancialstatementsandshouldbe readin conjunctionwith them.
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Government-Wide Financial Analysis

Table 1
Statementsof Net Assets

June3O,2006 June3O,2005 Change

Cashandinvestments $ 1,825,397 $ 3,967,255 $ (2,141,858)
Other assets 222,485 1,371,850 (1,149,365)
Capital assets 18,810,195 17,657,547 1,152,648

TotalAssets 20,858,077 22,996,652 (2,138,575)

Other liabilities 20,630 1,316,337 1,295,707
Long-term debt - 3,445,000 3,445,000

TotalLiabilities 20,630 4,761,337 4,740,707

Net assets
Investmentin capitalassets,

netof debt 18,810,195 14,212,547 4,597,648
Unrestricted 2,027,252 4,022,768 (1,995,516)

Total NetAssets $ 20,837,447 $ 18,235,315 $ 2,602,132

As notedearlier,net assetsmay serveover time as a useful indicatorof a government’sfinancial position.
In thecaseof theAgency, assetsexceededliabilities by $20,837,447at thecloseof fiscal year2006.

A portionof the Agency’snetassetsreflects its investmentof $18,810,195or 90 percent,in capitalassets
(e.g., land, buildings, improvements,equipment,and infrastructure,net of accumulateddepreciation),less
any relatedoutstandingdebt usedto acquire thoseassets,if any. Thesecapitalassetsprimarily represent
infrastructureimprovements.Consequently,theseassetsarenot availablefor futurespending.

The remainingbalanceis unrestrictednetassetstotaling $2,027,252or approximately10 percent.
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Table2
Changesin Net Assets

Fiscal YearEnded Fiscal YearEnded
June 30, 2006 June 30, 2005 Change

Revenues
Taxesandassessments $ 3,963,693 $ 3,707,135 $ 256,558
Miscellaneous 118,072 113,852 4,220
Gain on Saleof Land (157,196) 733,908 (891,104)

Total Revenues 3,924,569 4,554,895 (630,326)

Expenses
Programs 564,147 1,363,026 (798,879)
Depreciation 758,290 721,704 36,586

Total Expenses 1,322,437 2,084,730 (762,293)

Change in Net Assets 2,602,132 2,470,165 131,967

Beginning Net Assets 18,235,315 15,765,150 2,470,165

EndingNetAssets $ 20,837,447 8 18,235,315 $ 2,602,132

The Agency’s overall net assetsincreasedby $2,602,132during fiscal year2006. The increasewas related
to thenet increaseof tax incrementrevenueoverprogramexpenses.

Capital Assets

At June30, 2006, the Agency hadapproximately$18.8million investedin capital assets,primarily related
to building andinfrastructureimprovements.

Table 3
Capital Assets

(net of depreciation)

June 30,2006 June3O,2005 Change

Land $ 5,683,329 $ 4,623,633 22.92 %
Building andimprovements 7,384,764 6,989,336 5.66
Equipmentandvehicles 26,726 26,726 -

Infrastructure 11,144,532 10,699,946 4.16
Accumulateddepreciation (5,429,156) (4,682,094) 15.96

Net CapitalAssets $ 18,810,195 $ 17,657,547 6.53 %
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Thefollowing tableis asummarizedreconciliationofthechangein capitalassets.

Table4
Changesin Capital Assets

For the Year Ended June30, 2006

Beginningbalance $ 17,657,547
Additions 2,068,134
Retirements (157,196)
Depreciation (758,290)

Endingbalance $ 18,810,195

Debt Outstanding

As of June 30, 2006 the Agency had no debt outstandingcomparedto the $3,445,000last year. The
Agencyhadadebtdefeasanceduring fiscal year2005 aspartof thedistrict’s majorplanamendment.

Current Year Budgetary Highlights

During fiscal year 2006 the Board passeda resolution authorizing a supplementalbudget to purchase
property for the District. Additionally, the Agency madebudgetamendmentsduring theyear endedJune
30, 2006 to accountfor a loanrepaymentbetweenfunds.

Economic Factors and Next Year’s Budgetsand Rates

The Agency’s adoptedbudgetfor fiscal year 2007 reflects total estimatedresourcesof $6,541,100which
exceedstotal estimatedexpendituresby $608,100.

Projectsplannedfor fiscal year2007 include:
• $1 million for propertyacquisition.
• $1 million for engineeringanddesignof a newcivic center.
• $500 thousandfor River RoadRenaissanceProjects.

Requestsfor Information

This financial report is designedto provide a generaloverview of the Agency’s financesfor thosewith an
interestin the government’sfinances. Questionsconcerningany of the informationprovidedin this report
should be addressedto theFinanceDirectorat 930 ChemawaRoad,Keizer, Oregon 97303.
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CITY OF KEIZER URBANRENEWAL AGENCY
(A ComponentUnit of the City ofKeizer, Oregon)
STATEMENTOF NETASSETS
JUNE30, 2006

ASSETS
Cashandinvestments $ 1,825,397
Propertytaxesreceivable 222,485
Capitalassets,netof depreciation 18,810,195

Total Assets 20,858,077

LIABILITIES
Accountspayable 20,230
Deposits 400

TotalLiabilities 20,630

NET ASSETS
Investmentin capitalassets(net ofrelateddebt) 18,810,195
Unrestricted 2,027,252

Total NetAssets $ 20,837,447

Theaccompanyingnotesare an integralparty ofthefinancial statements.
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CITY OF KEIZER URBANRENEWAL AGENCY
(A ComponentUnit of the City ofKeizer, Oregon)

STATEMENTOFACTIVITIES
YEARENDEDJUNE30, 2006

REVENUES
Propertytaxes $ 3,963,693
Miscellaneous 118,072

Total Revenues 4,081,765

EXPENSES
Personalservices 237,497
Materialsandservices 126,763
Intereston long-termdebt 199,887
Depreciation 758,290

Total Expenses 1,322,437

REVENUESIN EXCESSOF EXPENSES 2,759,328

OTHERFINANCING SOURCES(USES)
Losson disposalof assets (157,196)

CHANGE INNETASSETS 2,602,132

NETASSETS,July 1, 2005 18,235,315

NETASSETS,June30,2006 $ 20,837,447

Theaccompanyingnotesarean integralparty ofthefinancial statements.
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CITY OF KEIZER URBANRENEWAL AGENCY
(A ComponentUnit of the City ofKeizer, Oregon)
BALANCESHEET- GOVERNMENTALFUNDS
JUNE30, 2006

Urban Renewal Urban Renewal
Project TaxIncrement Totals

ASSETS
Cashandinvestments $ 1,494,079 $ 331,318 $ 1,825,397
Propertytaxesreceivable - 222,485 222,485

Total Assets $ 1,494,079 $ 553,803 $ 2,047,882

LIABILITIES AND FUND BALANCES
Liabilities

Accountspayable $ 20,230 $ - $ 20,230
Deposits 400 - 400
Deferredrevenue - 174,898 174,898

TotalLiabilities 20,630 174,898 195,528

Fund Balances

Unreserved 1,473,449 378,905 1,852,354

TotalLiabilitiesandFundBalances $ 1,494,079 $ 553,803 $ 2,047,882

Theaccompanyingnotesarean integralpartyofthefinancialstatements.
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CITY OF KEIZER URBANRENEWAL AGENCY
(A ComponentUnit of the City ofKeizer, Oregon)
RECONCILIATIONOF THEBALANCESHEET- GOVERNMENTALFUNDSTO THE
STATEMENTOFNETASSETS
JUNE30, 2006

RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS TO THE
STA TEMENT OF NET ASSETS

FundBalances $ 1,852,354

Amountsreportedin the Statementof NetAssetsaredifferentbecause:

The Statementof NetAssetsreportsreceivablesat their netrealizablevalue. However,
receivablesnot availableto payfor currentperiodexpendituresaredeferredin
governmentalfunds. 174,898

Capitalassetsarenot financialresourcesin governmentalfunds,but arereportedin the
Statementof NetAssetsattheir netdepreciablevalue. 18,810,195

NetAssets $ 20,837,447

Theaccompanyingnotesare an integralparty oftheJinancialstatements.
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CITY OFKEIZER URBANRENEWAL AGENCY
(A ComponentUnit ofthe City ofKeizer, Oregon)
STATEMENTOFREVENUES,EXPENDITURESAND CHANGESIN FUND BALANCES-

GOVERNMENTALFUNDS
YEARENDEDJUNE 30, 2006

Urban Renewal Urban Renewal
Project Tax Increment Totals

REVENUES
Propertytaxes $ - $ 3,975,235 $ 3,975,235
Miscellaneous 66,090 51,982 118,072

TotalRevenues 66,090 4,027,217 4,093,307

EXPENDITURES
Currentoperating:

Personalservices 237,497 - 237,497
Materialsandservices 199,500 - 199,500

Capitaloutlay 1,995,397 - 1,995,397
Debt service - 3,644,887 3,644,887

TotalExpenditures 2,432,394 3,644,887 6,077,281

REVENUESOVER (UNDER)
EXPENDITURES (2,366,304) 382,330 (1,983,974)

OTHER FINANCING SOURCES(USES)
Loanproceeds 1,000,000 - 1,000,000
Loanrepayment - (1,000,000) (1,000,000)
Interfundloan 1,126,953 - 1,126,953

Total OtherFinancingSources(Uses) 2,126,953 (1,000,000) 1,126,953

NETCHANGEIN FUNDBALANCES (239,351) (617,670) (857,021)

FUND BALANCES,Beginning ofyear 1,712,800 996,575 2,709,375

FUND BALANCES,Endofyear $ 1,473,449 $ 378,905 $ 1,852,354

Theaccompanyingnotesare an integralparty ofthefinancialstatements.
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CITY OF KEIZER URBAN RENEWAL AGENCY
(A ComponentUnit ofthe City ofKeizer, Oregon)
RECONCILIATIONOF THESTATEMENTOF REVENUES,EXPENDITURESAND CHANGESIN FUND
BALANCESOF GOVERNMENTALFUNDSTO THESTATEMENTOF ACTIVITIES
YEARENDEDJUNE30, 2006

RECONCILIATION OF THE STATEMENT OFREVENUES,EXPENDITURESAND
CHANGESIN FUND BALANCESOF GOVERNMENTAL FUNDS TO THE
STATEMENT OFACTIVITIES

NetChangein FundBalances $ (857,021)

Amountsreportedin thestatementof activitiesare differentbecause:

Governmentalfunds deferrevenuesthat do notprovidecurrent financialresources.
However,the Statementof Activities recognizessuchrevenuesat their netrealizablevalue
whenearned,regardlessof whenreceived. (11,542)

The Statementof Activities reportsgainsandlossesarisingfromthedisposalof existing
capitalassets,while governmentalfunds do notreportanygainsandlosseson the
disposalof existingcapitalassets. (157,196)

Governmentalfunds reportrepaymentsfrom otherfunds asrevenues.However,
theseitemsare notconsideredrevenuesfor theStatementof Activities. (1,126,953)

Capitaloutlaysare reportedas expendituresin governmentalftmds. However,the
Statementof Activities allocatesthecostofcapitaloutlay overtheir estimateduseful
livesas depreciationexpense. 1,309,844

Repaymentsof long-termdebtusecurrentfinancialresourcesandarereportedas
expendituresin governmentalfunds. However,thepaymentof debtprincipal
doesnotaffectthe StatementofActivities, but is reportedas adecreasein
noncurrentliabilities in theStatementof Net Assets. 3,445,000

Changein NetAssets $ 2,602,132

Theaccompanyingnotesarean integralpartyofthefinancial statements.
- 13 -



CITY OF KEIZER URBANRENEWAL AGENCY
(A ComponentUnit of the City ofKeizer, Oregon)
NOTESTOBASICFINANCIALSTATEMENTS
YEARENDEDJUNE30, 2006

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 GovernmentalAccounting StandardsBoard (GASB) is the acceptedstandard-settingbody for establishing
governmentalaccountingand financial reporting standards. The more significant of the Agency’s accounting
policiesaredescribedbelow.

ReportingEntity

The City ofKeizer UrbanRenewalAgencywas createdon September10, 1990 to promotetheeconomicwelfare
andprosperityof the City’s inhabitants. The Agency is governedby a seven-memberboard of directorsthat
include the City’s mayor and council membersand is included as a blendedcomponentunit in the City’s
financial statementsas a specialrevenuefund anda debtservicefund.

BasicFinancialStatements

Basicfinancialstatementsarepresentedatboththegovernment-wideandfund financial level.

Government-widefinancial statementsdisplayinformationaboutthe reportinggovernmentas a whole. For the
mostpart, the effect of interfund activity hasbeenremovedfrom thesestatements.Thesestatementsfocus on
the sustainabilityof the Agency as an entity and the changein aggregatefinancial positionresultingfrom the
activities of the fiscal period. Theseaggregatedstatementsconsist of the Statementof Net Assetsand the
Statementof Activities.

The Statementof Activities demonstratesthe degreeto whichthe directexpensesof a given function or segment
are offsetby programrevenues.Direct expensesare thosethat areclearly identifiablewith a specific functionor
segment.Programrevenuesinclude(1) chargesto customersor applicantswho purchase,use,or directlybenefit
from goods,servicesor privilegesprovidedby agiven functionor segment,and(2) grantsandcontributionsthat
are restrictedto meetingthe operationalor capital requirementsof a particularfunctionor segment. Taxesand
otheritemsnot properlyincludedamongprogramrevenuesare reportedinsteadasgeneralrevenues.

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

The financial transactionsof the Agency are recordedin individual funds. Eachfund is accountedfor by
providing a separateset of self-balancingaccountsthat comprisesits assets,liabilities, reserves,fund equity,
revenuesandexpenses.The variousfundsare reportedby genericclassificationwithin the financialstatements.

Governmentalaccountingstandardsset forth minimumcriteria (percentageof the assets,liabilities, revenuesor
expensesof either fund categoryor the governmentandenterprisecombined) for the determinationof major
funds. Major individual fundsarereportedas separatecolumnsin the fund financial statements.

TheAgency reportsthe following majorgovernmentalfunds:

UrbanRenewalProject
UrbanRenewalTax Increment

- 14 -



CITY OF KEIZER URBANRENEWAL AGENCY
NOTESTOBASICFINANCIALSTATEMENTS(Continued)
YEARENDEDJUNE30, 2006

SUMMARY OF SIGNIFICANT ACCOUNTINGPOLICIES (Continued)

MeasurementFocusandBasisofAccounting

The government-widefinancial statementsare reportedusingthe economicresourcesmeasurementfocusandthe
accrual basisofaccounting. Revenuesarerecordedwhenearnedandexpensesarerecordedwhena liability is
incurred,regardlessof thetiming of relatedcashflows. Propertytaxesarerecognizedasrevenuesin the yearfor
which theyarelevied. Grantsandsimilar itemsare recognizedas revenueas soonas all eligibility requirements
imposedby theproviderhavebeenmet.

The modifiedaccrualbasisof 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 the currentperiodor soonenoughthereafterto be usedto payliabilities of
the current period. The Agencyconsiderspropertytaxesas availableif theyare collectedwithin 30 daysafter
yearend. Expendituresare recordedwhenthe relatedfund liability is incurred. Principalandintereston general
long-termdebtarerecordedas fund liabilities whendue.

FundAccounting

The accountsof the Agency are organizedand operatedas two funds. A fund is an independentfiscal and
accountingentity with a self-balancingsetof accounts. Fund accountingsegregatesfundsaccordingto their
intendedpurposeand is usedto aid managementin demonstratingcompliancewith finance-relatedlegal and
contractualprovisions. A minimum number 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 Urban RenewalTax IncrementFundis usedto accountfor
the accumulationof taxresourcesfor paymentofprincipal andinterest.

UseofEstimates

Thepreparationof financial statementsin conformitywith accountingprinciplesgenerallyacceptedin the United
Statesof Americarequiresmanagementto makeestimatesandassumptionsthataffect certainreportedamounts
anddisclosures.Accordingly,actualresultsmaydiffer from thoseestimates.

ReceivablesandDeferredRevenues

Receivablesfor state,countyandlocal sharedrevenues,includedin accountsreceivable,arerecordedas revenue
in the governmentalfundsas earned.

Propertytaxes receivable for the governmentalfund types, which have been collected within sixty days
subsequentto yearend, are consideredmeasurableand availableandare recognizedas revenues. All other
propertytaxesareoffsetby deferredpropertytax revenuesand,accordingly,havenot beenrecordedas revenue.
Realandpersonalpropertytaxesarelevieduponall taxablepropertywithin theAgencyandbecomeliensagainst
the property as of July 1 of eachyearandarepayablein threeinstallmentswhich are due on November15,
February15,andMay 15. Discountsareallowedif the amountdueis receivedby November15. Taxesunpaid
and outstandingon May 16 are considereddelinquent. Propertytaxesreceivableby the Agencyrepresentthe
Agency’sallocatedshareof delinquentpropertytaxesandotheramountsto becollectedfrom propertyowners.
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CITY OF KEIZER URBANRENEWAL AGENCY
(A ComponentUnit of the City ofKeizer,Oregon)
NOTESTO BASICFINANCIALSTATEMENTS(Continued)
YEARENDEDJUNE30, 2006

SUMMARY OF SIGNIFICANT ACCOUNTINGPOLICIES (Continued)

CapitalAssets

The Agency spendsconsiderableresourceson projectswhich areprimarily capital in nature. All capitalassets
acquiredor paid by the Agency are transferredto the City of Keizer and are not separatelyreportedon the
Agencytsfinancialstatements.

Long-TermObligations

In the government-widefinancial statements,andin proprietaryfund typesin the fund financial statements,long-
term obligationsare reportedas liabilities in the applicablegovernmentalactivities, business-typeactivities or
proprietaryfund-typeStatementof Net Assets. Bondpremiums,discountsandissuancecosts are reportedas
expenditureswhenpaid.

In the fund financial statements,governmentalfundtypesrecognizebondpremiums,discountsandissuancecosts
atthe timeof issuance.Bondproceedsarereportedas otherfinancingsourcesnetof the applicablepremiumor
discount. Issuancecosts,evenif withheld from the actual net proceedsreceived,are reportedas debt service
expenditures.

CashandInvestments

The Agencymaintainsits cashbalancewith the City. State statutesauthorizethe Agency to investprimarily in
general obligations of the U.S. Governmentand its agencies, certain bonded obligations of Oregon
municipalities, bank repurchaseagreements,bankers’acceptances,certain commercial paper and the state
treasurer’sinvestmentpool, amongothers.

BudgetaryInformation

TheAgencybudgetsin accordancewith therequirementsof Statelaw. Annual appropriatedbudgetsareadopted
on abasisconsistentwith accountingprinciplesgenerallyacceptedin theUnitedStatesof America.

The Agencybeginsits budgetingprocessby appointingbudgetcommitteemembers.Thebudgetofficer prepares
abudget,which is reviewedby the Budgetcommittee. The budgetis thenpublishedin proposedform andis
presentedfor public hearingsto obtain taxpayercommentsandapprovalfrom the Budget Committee. The
budgetis legally adoptedby the Agency’sBoardby resolutionprior to thebeginningof the Agency’s fiscalyear.
The Board resolution authorizing appropriationsfor eachfund sets the level by which expenditurescannot
legally exceedappropriations.Appropriationsaremadeat the functionlevel. Appropriationslapseatyear-end.

Appropriation authority may be transferred from one level of control to another by Board resolution,
Supplementalappropriationsmay occurif the Board approvesthem due to a needwhich existswhich wasnot
determinedatthe timethebudgetwas adopted.

The Agencydoesnot useencumbrances.
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CITY OF KEIZER URBAN RENE WAL AGENCY
(A ComponentUnit of the City ofKeizer,Oregon)
NOTESTOBASICFINANCIALSTATEMENTS(Continued)
YEARENDEDJUNE30, 2006

PROPERTYTAXESRECEIVABLE

Propertytax transactionsfor theyearwereas follows:

Balance 2005-06 Added Discountsand Balance
July 1, 2005 Levy to Rolls Adjustments Turnovers June30, 2006

Current $ - $ 4,071,262 $ 1,549 $ (109,476) $ (3,834,734) $ 128,601

Prior 244,333 - - (19,524) (130,925) 93,884

$ 244,333 $ 4,071,262 $ 1,549 $ (129,000) $ (3,965,659) $ 222,485

CAPITAL ASSETS

The changesin the capitalassetsfor theyearendedJune30,2006 are as follows:

Balances Balances

July 1, June30,
2005 Increases Decreases 2006

NON-DEPRECIABLE
Land $ 4,623,633 $ 1,059,696 $ - $ 5,683,329

DEPRECIABLE
Buildings andimprovements 6,989,336 395,428 - 7,384,764

Equipmentandvehicles 26,726 - - 26,726

Infrastructure 10,699,946 613,010 (168,424) 11,144,532

Total Depreciable 17,716,008 1,008,438 (168,424) 18,556,022

Total CostofCapitalAssets 22,339,641 2,068,134 (168,424) 24,239,351

ACCUMULATED DEPRECIATION

Buildingsandimprovements (2,369,613) (399,583) - (2,769,196)

Equipmentandvehicles (21,413) (1,838) - (23,251)

Infrastructure (2,291,068) (356,869) 11,228 (2,636,709)

Total AccumulatedDepreciation (4,682,094) (758,290) 11,228 (5,429,156)

Capital Assets,Net $ 17,657,547 $ 1,309,844 $ (157,196) $ 18,810,195
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CITY OF KEIZER URBANRENEWAL AGENCY
(A ComponentUnit of the City ofKeizer, Oregon)
NOTESTOBASICFINANCIALSTATEMENTS(Continued)
YEARENDEDJUNE30, 2006

LONG-TERMDEBT

Long-termdebttransactionsfor theyearwereas follows:

Outstanding Matured! Outstanding
July 1, Redeemed June30, Duein
2005 Issued During Year 2006 One Year

2001 URA, SeriesA $ 2,505,000 $ - $ (2,505,000) $ - $

2001 URA, SeriesB 940,000 - (940,000) -

$ 3,445,000 $ - $ (3,445,000) $ - $
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CITY OF KEIZER URBANRENEWALAGENCY
(A ComponentUnit of the City ofKeizer,Oregon)
COMBINEDSCHEDULEOFREVENUES,EXPENDITURESAND CHANGESIN FUND BALANCE-

BUDGETANDACTUAL - URBANRENEWALPROJECTFUND
YEARENDEDJUNE30, 2006

BudgetedAmounts
Original Final Actual Variance

REVENUES
Miscellaneous $ 37,200 $ 37,200 $ 66,090 $ 28,890

TotalRevenues 37,200 37,200 66,090 28,890

EXPENDITURES
Personalservices 234,600 239,600 237,497 2,103
Materialsandservices 154,600 204,600 199,500 5,100
Capitaloutlay 3,452,300 3,772,300 1,995,397 1,776,903
Contingency - 622,800 - 622,800

TotalExpenditures 3,841,500 4,839,300 2,432,394 2,406,906

REVENUESOVER (UNDER)
EXPENDITURES (3,804,300) (4,802,100) (2,366,304) 2,435,796

OTHERFINANCING SOURCES(USES)
Transfersin - 1,000,000 1,000,000 -

Interfundloan - - 1,126,953 1,126,953
Transfersout - (2,200) - 2,200

TotalOtherFinancingSources(Uses) - 997,800 2,126,953 1,129,153

NET CHANGE IN FUND BALANCE (3,804,300) (3,804,300) (239,351) 3,564,949

FUND BALANCE, Beginning ofyear 4,056,400 4,056,400 1,712,800 (2,343,600)

FUND BALANCE, Endofyear $ 252,100 $ 252,100 $ 1,473,449 $ 1,221,349
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CITY OF KEIZER URBANRENEWAL AGENCY
(A ComponentUnit of the City of Keizer,Oregon)
COMBINEDSCHEDULEOF REVENUES,EXPENDITURESAND CHANGESIN FUND BALANCE-

BUDGETANDACTUAL - URBANRENEWALTAXINCREMENTFUND
YEARENDEDJUNE30, 2006

BudgetedAmounts
Original Final Actual Variance

REVENUES
Taxesandassessments $ 3,939,600 $ 3,939,600 $ 3,975,235 $ 35,635
Miscellaneous 33,500 33,500 51,982 18,482

Total Revenues 3,973,100 3,973,100 4,027,217 54,117

EXPENDITURES
Debtservice 933,400 3,718,600 3,644,887 73,713
Contingency 3,882,000 96,800 - 96,800

TotalExpenditures 4,815,400 3,815,400 3,644,887 170,513

REVENUESOVER (UNDER)
EXPENDITURES (842,300) 17,700 382,330 224,630

OTHER FINANCING SOURCES(USES)
Loanrepayment - (1,000,000) (1,000,000) -

Total OtherFinancingSources(Uses) - (1,000,000) (1,000,000) -

NET CHANGE IN FUND BALANCE (842,300) (842,300) (617,670) 224,630

FUND BALANCE, Beginning ofyear 842,300 842,300 996,575 154,275

FUND BALANCE, Endofyear $ - $ - $ 378,905 $ 378,905
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CITY OF KEIZER URBAN RENEWAL AGENCY
COMMENTSOF THEINDEPENDENTAUDITORREQUIREDBYSTATEOF OREGONMINIMUM
STANDARDSFORAUDITSOF OREGONMUNICIPAL CORPORATIONS
YEARENDEDJUNE30, 2006

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 Boardof
Accountancy, enumeratethe financial statements,schedules,comments and disclosuresrequired in annual
financial reports. Requiredcommentsand disclosuresrelated to our audit of such financial statementsand
schedulesareset forth on the following pages.

SignifIcantAccountingPolicies

The significantaccountingpolicies followed in preparingthe Agency’s financial statementsaresummarizedin the
notesto the financialstatements.

OrganizationandFundStructure

The organizationandfund structureof the Agency is documentedon the title pageandin thenotesto the financial
statements.

InternalAccountingControlandAccountingRecords

We haveauditedthe fund financial statementsof the City of KeizerUrbanRenewalAgencyas of and for theyear
endedJune30, 2006,andhaveissuedourreport thereondatedNovember8, 2006. As partof our audit,we madea
studyandevaluationof accountingsystemsandcontrols as requiredby auditingstandardsgenerallyacceptedin
the United Statesof America. The purposeof our studyandevaluationwas to determinethenature,timing and
extentof the auditing proceduresnecessaryfor expressingan opinionon the Agency’s fund financial statements.
Our studyandevaluationwasmorelimitedthanwouldbenecessaryto expressanopinion on the systemof internal
accountingcontrolof the Agencytakenas a whole. However,our studyandevaluationdisclosedno conditionthat
webelieveto beamaterialweakness.

AdequacyofCollateralSecuringDepositoryBalances

OregonRevisedStatutesChapter295 requires that eachdepositorythroughout the period of its possessionof
public fund depositsshallmaintainon depositwith its custodians,atits own expense,securitieshavinga valuenot
lessthan25% of the certificatesof participationissuedby the pooi managerfor fundsin excessof thoseinsuredby
theFederalDepositInsuranceCorporation.Our review of the adequacyof collateralsecuringdepositorybalances
indicatedthecollateralwas sufficientfor the yearendedJune30, 2006.

Investments

Our review of depositand investmentbalancesindicatedthat, during the yearendedJune30, 2006, the Agency
was in compliancewith ORS 295,as it pertainsto investmentof public funds.

BudgetCompliance

The Agencyappearsto havecompliedwith Local BudgetLaw (ORS 294.305to 294.520)in the preparationand
adoptionof its budgetandtax levy for the yearsendingJune30, 2006 and2007. A descriptionof the budgeting
processis in thenotesto the financial statements.
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