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GROVE, MUELLER & SWANK, P.C.

CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS
475 Cottage Street NE, Suite 200, Salem, Oregon 97301

(503) 581-7788

INDEPENDENT AUDITOR’S REPORT

The Honorable Lore Christopher, Mayor
and Members of the City Council
Urban Renewal Agency of the City of Keizer
930 Chemawa Road NE
Keizer, Oregon 97303

We have audited the accompanying financial statements of the governmental activities and each major fund of the
Urban Renewal Agency of the City of Keizer, Oregon (a component unit of the City of Keizer, Oregon) as of and
for the year ended June 30, 2010, which collectively comprise the Agency’s basic financial statements as listed in
the table of contents. These financial statements are the responsibility of the Agency’s management. Our
responsibility is to express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities and each major fund of the Urban Renewal Agency of the City of
Keizer as of June 30, 2010, and the respective changes in financial position for the year then ended in conformity
with accounting principles generally accepted in the United States of America.

Accounting principles generally accepted in the United States of America require that the management's discussion
and analysis be presented to supplement the basic financial statements. Such information, although not a part of the
basic financial statements, is required by the Governmental Accounting Standards Board, who considers it to be an
essential part of financial reporting for placing the basic financial statements in 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 of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management's responses to 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 the limited procedures do not provide us with sufficient evidence to
express an opinion or provide any assurance.



Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Agency’s financial statements as a whole. The individual fund financial statements and other
information are presented for purposes of additional analysis and are not a required part of the financial
statements. The individual fund financial statements are the responsibility of management and were derived
from and relate directly to the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such information directly to
the underlying accounting and other records used to prepare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the information is fairly stated in all material
respects in relation to the basic financial statements taken as a whole. The other information has not been
subjected to the auditing procedures applied in the audit of the basic financial statements and, accordingly, we
do not express an opinion or provide any assurance on it.

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

Charles A. Swank, A Shareholder
December 20, 2010




Keizer Urban Renewal Agency, Marion County, Oregon
MANAGEMENT'S DISCUSSION AND ANALYSIS

For the Fiscal Year Ended June 30, 2010

As management of the City of Keizer Urban Renewal Agency, we offer readers this narrative overview and
analysis of the financial activities of the Agency for the fiscal year ended June 30, 2010.

Financial Highlights

Urban renewal districts in the state of Oregon are required to establish a maximum indebtedness which is the total
cost to complete all of the projects in the Urban Renewal Plan. Once it reaches its maximum indebtedness the
district has theoretically completed its purpose and stops collecting tax increment revenue for new projects. After
the outstanding debt has been paid off, the district dissolves. The District reached its maximum indebtedness of
$22,390,384 in fiscal year 2004-05. In fiscal year 2005-06 the District collected a sufficient amount of tax
increment revenue to pay off its existing debt, and preceded to defease the full general obligation debt of
$3,445,000 outstanding at June 30, 2005.

In November 2005, the City Council passed the sixth amendment to the Keizer Urban Renewal District which
increased the maximum indebtedness an additional $23,500,000 extending the life of the District through fiscal year
2011-12 (estimated). The sixth amendment also removed approximately one-third of the property values from the
District boundaries, reducing the tax increment revenue an estimated $1.6 million in fiscal year 2005-06.

Projects during fiscal year 2010 included:

«  Continued development of the River Road Renaissance plan
o  Property acquisition at Keizer Station
«  Completion of the civic center.

Property tax increment revenue for fiscal year 2010 was over $4.1 million.
Overview of the Financial Statements

The following discussion and analysis is intended to serve as an introduction to the Agency's basic financial
statements and required supplementary information. The Agency's basic financial statements are comprised of
three components:

1. Agency-wide financial statements
2. Fund financial statements
3. Notes to the basic financial statements

Agency-wide financial statements - The agency-wide financial statements are designed to provide readers with a
broad overview of the Agency's finances, in a manner similar to a private-sector business. These statements include
all assets of the Agency (including infrastructure such as streets, traffic signals, street lights, buildings, bridges, etc)
as well as all liabilities (including general obligation long-term debt).

The Statement of Net Assets presents information on all of the Agency's assets and liabilities, with the difference
between the two reported as net assets. Over time, increases or decreases in net assets may serve as a useful
indicator of whether the financial position of the Agency is improving or deteriorating.



The Statement of Activities presents information showing how the Agency's net assets changed during the most
recent fiscal year. All changes in net assets are reported as soon as the underlying event giving rise to the change
occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this statement
for some items that will result in cash inflows or outflows in a future fiscal period.

Fund financial statements - A fund is a grouping of related accounts that is used to maintain control over resources
that have been segregated for specific activities or objectives. The Agency uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements.

Governmental funds are used to account for activities where the emphasis is placed on available financial resources,
rather than upon net income determination. Therefore, unlike the government-wide financial statements,
governmental fund financial statements focus on the acquisition and use of current spendable resources, as well as
on balances of spendable resources available at the end of the fiscal year. Such information may be useful in
evaluating the Agency's near-term requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is
useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. By doing so, readers may better understand
the long-term impact of the government's near-term financial decisions. Both the governmental funds Balance
Sheet and the governmental funds Statement of Revenues, Expenditures, and Changes in Fund Balances provide a
reconciliation to facilitate this comparison between governmental funds and governmental activities.

Notes to the basic financial statements - The notes provide additional information that is essential for a full
understanding of the data provided in the government-wide and fund financial statements. They are an integral part
of the basic financial statements and should be read in conjunction with them.

Government-Wide Financial Analysis

Statements of Net Assets

June 30,
2010 2009 Change
Cash and investments $ 126285 $ 1,667,168 $ (1,540,883)
Other assets 340,422 294,970 45,452
Capital assets 34,380,449 33,465,115 915,334
Total Assets 34,847,156 35,427,253 (580,097)
Other liabilities 177,672 774,262 (596,590)
Long-term debt 5,500,000 7,850,000 (2,350,000)
Total Liabilities 5,677,672 8,624,262 (2,946,590)
Net assets
Investment in capital assets,
net of debt 28,880,449 25,615,115 3,265,334
Unrestricted 289,035 1,187,876 (898,841)
Total Net Assets $ 29169484  $ 26,802,991 $ 2,366,493




As noted earlier, net assets may serve over time as a useful indicator of a government's financial position. In the
case of the Agency, assets exceeded liabilities by $29,169,484 at the close of fiscal year 2010.

A portion of the Agency's net assets reflects its investment of $28,880,449 or 99 percent, in capital assets (e.g.,
land, buildings, improvements, equipment, and infrastructure, net of accumulated depreciation), less any related
outstanding debt used to acquire those assets, if any. These capital assets primarily represent infrastructure
improvements. Consequently, these assets are not available for future spending.

The remaining balance is unrestricted net assets totaling $289,035 or approximately 1 percent.

Statements of Activities
For the years ended June 30,

2010 2009 Change
Revenues
Taxes and assessments $ 4161934 $ 3926355 $ 235579
Miscellaneous 11,664 34,593 (22,929)
Total Revenues 4,173,598 3,960,948 212,650
Expenses
Programs 433,884 498,409 (64,525)
Interest 132,093 100,142 31,951
Depreciation 1,241,128 1,186,203 54,925
Total Expenses 1,807,105 1,784,754 22,351
Revenue over (under)
Expenses 2,366,493 2,176,194 190,299
Beginning Net Assets 26,802,991 24,626,797 2,176,194
Ending Net Assets $ 29,169,484 $ 26,802,991 $ 2,366,493

The Agency's overall net assets increased by $2,366,493 during fiscal year 2010. The increase was related to the
net increase of tax increment revenue over program expenses.

Capital Assets

At June 30, 2010, the Agency had approximately $34.4 million invested in capital assets, primarily related to
building and infrastructure improvements.



Capital Assets (net of depreciation)

June 30, 2010 June 30, 2009 Change
Land $ 6587284 $ 5943998 $ 643286
Buildings and improvements 26,406,079 24,906,283 1,499,796
Infrastructure 10,727,862 10,714,482 13,380
Accumulated depreciation (9,340,776) (8,099,648) (1,241,128)
Net Capital Assets $34380449  $33465115 $ 915334
The following table is a summarized reconciliation of the change in capital assets.
Changes in Capital Assets
For the years ended June 30,
2010 2009 Change
Beginning balance $ 33465115  $22868586  $ 10,596,529
Additions 2,156,462 11,782,732 (9,626,270)
Depreciation (1,241,128) (1,186,203) (54,925)
Ending balance $34380449  $33465115 $ 915334
Debt Outstanding
As of June 30, 2010, the Agency had $5,500,000 debt outstanding.
Outstanding Debt at Year End
For the years ended June 30,
2010 2009 Change
URA Credit Facility $ 5500000 $ 7,850,000 $ (2,350,000)

Current Year Budgetary Highlights

There were material changes from the original budget to the final budget in fiscal year 2010 in order to account for

the additional costs incurred to complete the Civic Center construction project.

Economic Factors and Next Year's Budgets and Rates

The Agency's adopted budget for fiscal year 2011 reflects total estimated resources of $7,710,300 which exceeds

total estimated expenditures by $174,200.



Projects planned for fiscal year 2011 include:

¢ River Road Renaissance projects
e Property acquisition at Keizer Station

Requests for Information

This financial report is designed to provide a general overview of the Agency's finances for those with an interest in
the government's finances. Questions concerning any of the information provided in this report should be
addressed to the Finance Director at 930 Chemawa Road, Keizer, Oregon 97303.



CITY OF KEIZER URBAN RENEWAL AGENCY

(A Component Unit of the City of Keizer, Oregon)

STATEMENT OF NET ASSETS
JUNE 30, 2010

ASSETS
Cash and investments
Receivables
Nondepreciable capital assets
Capital assets, net of depreciation

Total Assets

LIABILITIES
Accounts payable
Due to City of Keizer
Noncurrent liabilities:
Due in more than one year
Loan payable

Total Liabilities

NET ASSETS
Investment in capital assets (net of related debt)
Unrestricted

Total Net Assets

$ 126,285
340,422
6,587,284

27,793,165

34,847,156

126,285
51,387

5,500,000

5,677,672

28,880,449

289,035

$ 29,169,484

The accompanying notes are an integral part of the financial statements.
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CITY OF KEIZER URBAN RENEWAL AGENCY
(A Component Unit of the City of Keizer, Oregon)

STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2010

REVENUES
Tax increment revenue
Miscellaneous

Total Revenues

EXPENSES

Personal services

Materials and services

Interest

Depreciation

Total Expenses

REVENUES OVER EXPENSES
NET ASSETS, July 1, 2009

NET ASSETS, June 30, 2010

$ 4,161,934

11,664

4,173,598

92,797
341,087
132,093

1,241,128

1,807,105

2,366,493

26,802,991

$ 29,169,484

The accompanying notes are an integral part of the financial statements.
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CITY OF KEIZER URBAN RENEWAL AGENCY
(A Component Unit of the City of Keizer, Oregon)

BALANCE SHEET - GOVERNMENTAL FUNDS
JUNE 30, 2010

ASSETS
Cash and investments
Receivables

Total Assets

LIABILITIES AND FUND BALANCES
Liabilities

Accounts payable

Due to City of Keizer

Deferred revenue

Total Liabilities

Fund Balances
Unreserved (deficit)

Total Liabilities and Fund Balances

Urban Renewal

Urban Renewal

Project Tax Increment Total

$ 126285  $ - 126,285
- 340,422 340,422

$ 126285  $ 340422 466,707
$ 126285  $ - 126,285
- 51,387 51,387

- 273,713 273,713

126,285 325,100 451,385

- 15,322 15,322

$ 126285  $ 340,422 466,707

The accompanying notes are an integral part of the financial statements.
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CITY OF KEIZER URBAN RENEWAL AGENCY

(A Component Unit of the City of Keizer, Oregon)

RECONCILIATION OF THE BALANCE SHEET - GOVERNMENTAL FUNDS TO THE
STATEMENT OF NET ASSETS

JUNE 30, 2010

RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS TO THE
STATEMENT OF NET ASSETS

Fund Balances $ 15,322
Amounts reported in the Statement of Net Assets are different because:
The Statement of Net Assets reports receivables at their net realizable value. However

receivables not available to pay for current period expenditures are deferred in

governmental funds. 273,713

Capital assets are not financial resources in governmental funds, but are reported in the
Statement of Net Assets at their net depreciable value. 34,380,449

All liabilities are reported in the Statement of Net Assets. However, if they are not due
and payable in the current period, they are not recorded in governmental funds. (5,500,000)

Net Assets $ 29,169,484

The accompanying notes are an integral part of the financial statements.
-11 -



CITY OF KEIZER URBAN RENEWAL AGENCY

(A Component Unit of the City of Keizer, Oregon)

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -
GOVERNMENTAL FUNDS

YEAR ENDED JUNE 30, 2010

Urban Renewal Urban Renewal
Project Tax Increment Total
REVENUES
Tax increment revenue $ - $ 4,123,304 4,123,304
Miscellaneous 2477 9,187 11,664
Total Revenues 2477 4,132,491 4,134,968
EXPENDITURES
Current operating:
Personal services 92,797 - 92,797
Materials and services 341,087 - 341,087
Capital outlay 2,156,462 - 2,156,462
Debt service - 3,132,093 3,132,093
Total Expenditures 2,590,346 3,132,093 5,722,439
REVENUES OVER (UNDER)
EXPENDITURES (2,587,869) 1,000,398 (1,587,471)
OTHER FINANCING SOURCES (USES)
Issuance of debt 650,000 - 650,000
Transfers in 1,697,167 - 1,697,167
Transfers out - (1,697,167) (1,697,167)
Total Other Financing Sources (Uses) 2,347,167 (1,697,167) 650,000
NET CHANGE IN FUND BALANCES (240,702) (696,769) (937,471)
FUND BALANCES, Beginning of year 240,702 712,091 952,793
FUND BALANCES (DEFICIT), End of year $ - $ 15,322 15,322

The accompanying notes are an integral part of the financial statements.
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CITY OF KEIZER URBAN RENEWAL AGENCY

(A Component Unit of the City of Keizer, Oregon)

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND
BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2010

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE
STATEMENT OF ACTIVITIES

Net Change in Fund Balances $ (937,471)
Amounts reported in the statement of activies are different because:

Governmental funds defer revenues that do not provide current financial resources.
However, the Statement of Activities recognizes such revenues at their net realizable value
when earned, regardless of when received. 38,630

Capital outlays are reported as expenditures in governmental funds. However, the
Statement of Activities allocates the cost of capital outlay over their estimated useful
Lives as depreciation expense.
Capitalized assets 2,156,462
Depreciation (1,241,128)

Repayments of long-term debt use current financial resources and are reported as
expenditures in governmental funds. However, the payment of debt principal
does not affect the Statement of Activities, but is reported as a decrease in
noncurrent liabilities in the Statement of Net Assets.

Issuance of debt (650,000)
Repayment of debt 3,000,000
Change in Net Assets 3 2,366,493

The accompanying notes are an integral part of the financial statements.
-13 -



CITY OF KEIZER URBAN RENEWAL AGENCY
(A Component Unit of the City of Keizer, Oregon)
NOTES TO BASIC FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Urban Renewal Agency (Agency) of the City of Keizer, Oregon (City) have been
prepared in conformity with generally accepted accounting principles (GAAP) as applied to governmental units in
the United States of America. The Governmental Accounting Standards Board (GASB) is the accepted standard-
setting body for establishing governmental accounting and financial reporting standards. The more significant of
the Agency’s accounting policies are described below.

Reporting Entity

The City of Keizer Urban Renewal Agency was created on September 10, 1990 to promote the economic welfare
and prosperity of the City’s inhabitants. The Agency is governed by a seven-member board of directors that
include the City’s mayor and council members and is included as a blended component unit in the City’s financial
statements as two special revenue funds.

Basic Financial Statements

Basic financial statements are presented at both the agency-wide and fund financial level. All activities of the
Agency are categorized as governmental activities.

Agency-wide financial statements display information about the reporting government as a whole. These
statements focus on the sustainability of the Agency as an entity reporting the change in aggregate financial
position resulting from the activities of the fiscal period. These aggregated statements consist of the Statement of
Net Assets and the Statement of Activities.

The Statement of Net Assets demonstrates the entity's financial position by displaying the difference between its
total assets and total liabilities. Net assets are further subdivided into three categories: net assets invested in
capital assets, net of related debt; restricted net assets; and unrestricted net assets.

The Statement of Activities demonstrates the degree to which the direct expenses of a given function or segment
are offset by program revenues. Direct expenses are those that are clearly identifiable with a specific function or
segment. Program revenues include (1) charges to customers or applicants who purchase, use, or directly benefit
from goods, services or privileges provided by a given function or segment, and (2) grants and contributions that
are restricted to meeting the operational or capital requirements of a particular function or segment. Taxes and
other items not properly included among program revenues are reported instead as general revenues.

Fund financial statements display information at the individual fund level. Each fund is considered to be a
separate accounting entity. Funds are classified and summarized as governmental, proprietary or fiduciary.
Currently, the Agency has two governmental (special revenue) funds.

The financial transactions of the Agency are recorded in individual funds. Each fund is accounted for by
providing a separate set of self-balancing accounts that comprises its assets, liabilities, reserves, fund equity,
revenues and expenses. The various funds are reported by generic classification within the financial statements.

Governmental accounting standards set forth minimum criteria (percentage of the assets, liabilities, revenues or

expenses of either fund category or the government and enterprise combined) for the determination of major
funds. Major individual funds are reported as separate columns in the fund financial statements.

-14 -



CITY OF KEIZER URBAN RENEWAL AGENCY
(A Component Unit of the City of Keizer, Oregon)

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
YEAR ENDED JUNE 30, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Basic Financial Statements (Continued)
The Agency reports the following major governmental funds:

Urban Renewal Project
Urban Renewal Tax Increment

Measurement Focus and Basis of Accounting

The agency-wide financial statements are reported using the economic resources measurement focus and the
accrual basis of accounting. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Property taxes are recognized as revenues in the year for
which they are levied. Grants and similar items are recognized as revenue as soon as all eligibility requirements
imposed by the provider have been met.

The modified accrual basis of accounting is used by all governmental fund types. Under the modified accrual
basis of accounting, revenues are recognized when susceptible to accrual (i.e., when they become both
measurable and available). “Measurable” means the amount of the transaction can be determined and *“available”
means collectible within the current period or soon enough thereafter to be used to pay liabilities of the current
period. The Agency considers tax increment revenues as available if they are collected within 30 days after year
end. Expenditures are recorded when the related fund liability is incurred. Principal and interest on general long-
term debt are recorded as fund liabilities when due.

Fund Accounting

The accounts of the Agency are organized and operated as two funds. A fund is an independent fiscal and
accounting entity with a self-balancing set of accounts. Fund accounting segregates funds according to their
intended purpose and is used to aid management in demonstrating compliance with finance-related legal and
contractual provisions. A minimum number of funds are maintained consistent with legal and managerial
requirements. The Agency has two special revenue funds. The Urban Renewal Project Fund is used to account
for all financial resources, except those required to be accounted for in another fund. The primary source of
revenue is from investment earnings. The Urban Renewal Tax Increment Fund is used to account for the
accumulation of tax resources for payment of principal and interest.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect certain reported amounts
of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements,
and reported amounts of revenues and expenses during the reporting period. Accordingly, actual results may
differ from those estimates.

-15 -



CITY OF KEIZER URBAN RENEWAL AGENCY
(A Component Unit of the City of Keizer, Oregon)

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
YEAR ENDED JUNE 30, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Cash and Investments

The Agency maintains its cash balance with the City. State statutes authorize the Agency to invest primarily in
general obligations of the U.S. Government and its agencies, certain bonded obligations of Oregon municipalities,
bank repurchase agreements, bankers’ acceptances, certain commercial paper and the state treasurer’s investment
pool, among others. Required disclosures about the City’s cash can be found in the Comprehensive Annual
Financial Report of the City of Keizer.

Receivables

Receivables for state, county and local shared revenues, included in accounts receivable, are recorded as revenue
in the governmental funds as earned.

Tax Increment Revenues

Property taxes receivable for the governmental fund types, which have been collected within 30 days subsequent
to year end, are considered measurable and available and are recognized as revenues.

Capital Assets

Capital assets include land, right-of-way (included with land), buildings, improvements, equipment,
infrastructure, and other tangible and intangible assets costing over $5,000 used in operations that have initial
useful lives extending beyond five years. Infrastructure are those capital assets that are stationary in nature and
can be preserved for a significantly greater number of years than most other capital assets. Infrastructure consists
of roads, bridges, sidewalks, traffic and lighting systems, water, stormwater and wastewater collection systems.

Capital assets are stated at cost or estimated historical cost. Donated assets are recorded at fair market value at
date of donation. Estimated fair market value of donated assets is determined based on engineering estimates of
current cost or price indexed cost.

Normal maintenance and repairs are charged to operations as incurred. Major additions, improvements and
replacements are capitalized. Gains or losses from sales or retirements of capital assets are included in
operations.

Capital assets are depreciated unless they are inexhaustible in nature (e.g., land and right-of-ways). Depreciation
is an accounting process to allocate the cost of capital assets to expense in a systematic and rational manner to
those periods expected to benefit from the use of capital assets. Depreciation is not intended to represent an
estimate in the decline of fair market value, nor are capital assets, net of accumulated depreciation, intended to
represent an estimate of the current condition of the assets, or the maintenance requirements needed to maintain
the assets at their current level of condition.
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CITY OF KEIZER URBAN RENEWAL AGENCY
(A Component Unit of the City of Keizer, Oregon)

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
YEAR ENDED JUNE 30, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Capital Assets (continued)

Depreciation is computed over the estimated useful lives of the capital assets. All estimates of useful lives are
based on actual experience by City departments with identical or similar capital assets. Depreciation is calculated
on the straight-line basis, except for infrastructure and improvements other than buildings reported in the
governmental activities column of the government-wide financial statements, which are calculated using a
composite depreciation method. The estimated useful lives of the various categories of assets are as follows:

Buildings 2-50 years
Improvements other than buildings 20 years
Infrastructure 20-75 years
Equipment 5 years

Upon disposal of capital assets, cost and accumulated depreciation are removed from the accounts and, if
appropriate, a gain or loss on the disposal is recognized. In accordance with the composite depreciation method,
no gain or loss is recorded upon disposal, but rather, cost is removed from the capital asset account and charged
to the accumulated depreciation account.

Deferred Revenues

Deferred revenues represent uncollected tax increment revenue not deemed available to finance operations of the
current period.

Long-Term Obligations

In the government-wide financial statements, long-term obligations are reported as liabilities. Bond premiums,
discounts and issuance costs are reported as expenditures when paid.

In the fund financial statements, governmental fund types recognize bond premiums, discounts and issuance costs
at the time of issuance. Bond proceeds are reported as other financing sources net of the applicable premium or
discount. Issuance costs, even if withheld from the actual net proceeds received, are reported as debt service
expenditures.

Budgetary Information

The Agency budgets in accordance with the requirements of State law. Annual appropriated budgets are adopted
on a basis consistent with accounting principles generally accepted in the United States of America.

The Agency begins its budgeting process by appointing budget committee members. The budget officer prepares
a budget, which is reviewed by the Budget committee. The budget is then published in proposed form and is
presented for public hearings to obtain taxpayer comments and approval from the Budget Committee. The budget
is legally adopted by the Agency’s Board by resolution prior to the beginning of the Agency’s fiscal year. The
Board resolution authorizing appropriations for each fund sets the level by which expenditures cannot legally
exceed appropriations. Appropriations are made at the object level. Appropriations lapse at year-end.
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CITY OF KEIZER URBAN RENEWAL AGENCY
(A Component Unit of the City of Keizer, Oregon)

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
YEAR ENDED JUNE 30, 2010

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Budgetary Information (Continued)
Appropriation authority may be transferred from one level of control to another by Board resolution.
Supplemental appropriations may occur if the Board approves them due to a need which exists which was not

determined at the time the budget was adopted.

The Agency does not use encumbrances.

TAX INCREMENT REVENUE RECEIVABLE

Tax increment revenue transactions for the year were as follows:

Interest,
Balance 2009-10 Added Discounts and Balance

July 1, 2009 Levy to Rolls Adjustments Turnovers June 30, 2010

2009-10 $ - $ 4235226  $ 1769 % (120466) $  (3904614) $ 211,915
2008-09 200,115 - - (3,710) (119,478) 76,927
2007-08 52,449 - - (1,215) (20,438) 30,796
2006-07 20,312 - - (884) (9,981) 9,447
2005-06 10,019 - - (1,330) (5,386) 3,303
2004-05 3174 - - (1,050) (82) 2,042
Prior 8,901 - - (2,539) (370) 5,992
$ 294970 $ 4235226  $ 1769  $ (131194) $  (4060349) $ 340,422
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CITY OF KEIZER URBAN RENEWAL AGENCY

(A Component Unit of the City of Keizer, Oregon)

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)

YEAR ENDED JUNE 30, 2010

CAPITAL ASSETS

The changes in the capital assets for the year ended June 30, 2010 are as follows:

Balance Balance
July 1, 2009 Increases Decreases June 30, 2010
NON-DEPRECIABLE
Land $ 5943998 $ 643286 $ - $ 6,587,284
DEPRECIABLE
Buildings and improvements 24,906,283 1,499,796 - 26,406,079
Infrastructure 10,714,482 13,380 - 10,727,862
Total depreciable 35,620,765 1,513,176 - 37,133,941
Total Cost of Capital Assets 41,564,763 2,156,462 - 43,721,225
ACCUMULATED DEPRECIATION
Buildings and improvements (4,292,068) (880,214) - (5,172,282)
Infrastructure (3,807,580) (360,914) - (4,168,494)
Total Accumulated Depreciation (8,099,648) (1,241,128) - (9,340,776)
Capital Assets, Net $ 33465115 $ 915334 $ - $ 34,380,449
LONG-TERM OBLIGATIONS
Long-term debt transactions for the year were as follows:
Matured/
Outstanding Redeemed Outstanding Due in
July 1, 2009 Issued During Year June 30, 2010 One Year
URA Credit Facility $ 7,850,000 650,000 (3,000000) $ 5500000 $ -
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CITY OF KEIZER URBAN RENEWAL AGENCY
(A Component Unit of the City of Keizer, Oregon)

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
YEAR ENDED JUNE 30, 2010

LONG-TERM OBLIGATIONS (Continued)

The URA Credit Facility debt is serviced through the use of revenues generated from property tax levies. The
assessed values of these properties have been found to be stable within the City and management feels that there
will not be significant changes to this trend in the future. Therefore, management feels it is reasonable to estimate
that this debt instrument will be paid back in full by the end of fiscal year ended June 30, 2013, with estimated

interest costs to the Agency of approximately $1,500,000.

Future debt service requirements are as follows:

Fiscal Year
Ending
June 30, Principal Interest Total

2011 $ - $ 230400 $ 230,400
2012 - 230,400 230,400
2013 - 230,400 230,400
2014 - 230,400 230,400
2015 - 230,400 230,400
2016 5,500,000 115,200 5,615,200

$ 5500000 $ 1267200 $ 6,767,200
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CITY OF KEIZER URBAN RENEWAL AGENCY
(A Component Unit of the City of Keizer, Oregon)

NOTES TO BASIC FINANCIAL STATEMENTS (Continued)
YEAR ENDED JUNE 30, 2010

CONTINGENCIES

The City purchases commercial insurance to cover all commonly insurable risks, including property, liability,
vehicles, fidelity bond, worker’s compensation and unemployment. All policies carry a small deductible amount.
No insurance claims settled in each of the prior three years have exceeded policy coverage.

The City is a defendant in various litigation proceedings. Management believes any losses arising from these
actions will not materially affect the City’s financial position.

SUBSEQUENT EVENTS

The Agency adopted the provisions of Statement of Financial Accounting Standards ('SFAS") No. 165,
"Subsequent Events" (ASC 855). ASC 855 establishes new accounting and disclosure requirements for subsequent
events. Management has evaluated subsequent events through December 20, 2010, the date on which the financial
statements were available to be issued. Management is not aware of any subsequent events that require recognition
or disclosure in the financial statements.
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CITY OF KEIZER URBAN RENEWAL AGENCY

(A Component Unit of the City of Keizer, Oregon)

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE -
BUDGET AND ACTUAL - URBAN RENEWAL PROJECT FUND

YEAR ENDED JUNE 30, 2010

Budgeted Amounts

Original Final Actual Variance
REVENUES

Miscellaneous $ 5000 $ 10400 $ 2477 3 (7,923)
EXPENDITURES

Personal services 93,900 93,900 92,797 1,103

Materials and services 9,100 298,400 296,770 1,630

Capital outlay 952,700 2,243,800 2,200,779 43021

Contingency 38,400 30,200 - 30,200

Total Expenditures 1,094,100 2,666,300 2,590,346 75,954
REVENUES OVER (UNDER)

EXPENDITURES (1,089,100) (2,655,900) (2,587,869) 68,031
OTHER FINANCING SOURCES (USES)

Issuance of debt 850,000 2,494500 2,347,167 (147,333)
NET CHANGE IN FUND BALANCES (239,100) (161,400) (240,702) (79,302)
FUND BALANCE, Beginning of year 602,700 248,300 240,702 (7,598)
FUND BALANCE, End of year $ 363600 $ 86900 $ - $ (86,900)
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CITY OF KEIZER URBAN RENEWAL AGENCY
(A Component Unit of the City of Keizer, Oregon)

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE -
BUDGET AND ACTUAL - URBAN RENEWAL TAX INCREMENT FUND

YEAR ENDED JUNE 30, 2010

Budgeted Amounts

Original Final Actual Variance
REVENUES
Taxes and assessments $ 3937800 % 4074300 $ 4123304  $ 49,004
Miscellaneous 16,600 16,600 9,187 (7413)
Total Revenues 3,954,400 4,090,900 4,132,491 41,591
EXPENDITURES
Debt service
Principal 4,500,000 4,538,300 4,697,167 (158,867)
Interest 150,000 242,800 132,093 110,707
Total Expenditures 4,650,000 4,781,100 4,829,260 (48,160)
REVENUES OVER (UNDER)
EXPENDITURES (695,600) (690,200) (696,769) (6,569)
FUND BALANCE, Beginning of year 717,400 712,000 712,091 91
FUND BALANCE, End of year $ 21800 % 21800 $ 15322  $ (6,478)
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GROVE, MUELLER & SWANK, P.C.

CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS
475 Cottage Street NE, Suite 200, Salem, Oregon 97301

(503) 581-7788

INDEPENDENT AUDITOR’S REPORT
REQUIRED BY OREGON STATE REGULATIONS

The Honorable Lore Christopher, Mayor
and Members of the City Council
Urban Renewal Agency of the City of Keizer
930 Chemawa Road NE
Keizer, Oregon 97303

We have audited the basic financial statements of the Urban Renewal Agency of the City of Keizer, Oregon as of
and for the year ended June 30, 2010, and have issued our report thereon dated December 20, 2010. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America.

Compliance
As part of obtaining reasonable assurance about whether the Agency's financial statements are free of material

misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and
grants, including the provisions of Oregon Revised Statutes as specified in Oregon Administrative Rules 162-10-
000 through 162-10-320 of the Minimum Standards for Audits of Oregon Municipal Corporations, noncompliance
with which could have a direct and material effect on the determination of financial statements amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit, and accordingly, we
do not express such an opinion.

We performed procedures to the extent we considered necessary to address the required comments and disclosures
which included, but were not limited to the following:

Deposit of public funds with financial institutions (ORS Chapter 295).

Indebtedness limitations, restrictions and repayment.

Budgets legally required (ORS Chapter 294).

Insurance and fidelity bonds in force or required by law.

Programs funded from outside sources.

Authorized investment of surplus funds (ORS Chapter 294).

Public contracts and purchasing (ORS Chapters 279A, 279B, 279C).

Accountability for collecting or receiving money by elected officials - no money was collected or
received by elected officials.

In connection with our testing nothing came to our attention that caused us to believe the Agency was not in
substantial compliance with certain provisions of laws, regulations, contracts, and grants, including the provisions
of Oregon Revised Statutes as specified in Oregon Administrative Rules 162-10-000 through 162-10-320 of the
Minimum Standards for Audits of Oregon Municipal Corporations, except for negative fund balances as disclosed
in the notes to the basic financial statements.
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OAR 162-10-0230 Internal Control

In planning and performing our audit, we considered the Agency's internal control over financial reporting as a
basis for designing our auditing procedures for the purpose of expressing our opinion on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the Agency's internal control over financial
reporting. Accordingly, we do not express an opinion on the effectiveness of the Agency's internal control over
financial reporting.

Our consideration of internal control was for the limited purpose described in the preceding paragraph and was not
designed to identify all deficiencies in internal control that might be significant deficiencies or material weaknesses
and, therefore, there can be no assurance that all such deficiencies have been identified.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in
internal control that is less severe than a material weakness, yet important enough to merit attention by those
charged with governance. A material weakness is a deficiency, or combination of deficiencies in internal control,
such that there is a reasonable possibility that a material misstatement of the entity’s financial statements will not be
prevented, or detected and corrected on a timely basis. We did not identify any deficiencies in internal control that
we consider to be material weaknesses.

This report is intended solely for the information and use of the City Council and management of the Urban
Renewal Agency of the City of Keizer, Oregon and the Oregon Secretary of State and is not intended to be and
should not be used by anyone other than these parties.

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

.,‘.:l-:.

By: 4 A A
Charles A. Swank, A Shareholder

December 20, 2010
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