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GROVE, MUELLER& SWANK, P.C.

CERTIFIED PUBLIC ACCOUr’ffANTS AND CONSULTANTS

475 CottageStreetNE, Suite 200, Saleizz,Oregon97301
(503) 581-7788

INDEPENDENTAUDITOR’S REPORT

HonorableMayorandMembers
of theCity Council

City of KeizerUrbanRenewalAgency
Keizer,Oregon97307

We haveauditedthe accompanyingfinancial statementsof the governmentalactivities and eachmajor
fund of the UrbanRenewalAgency of the City of Keizer, Oregon(a ComponentUnit of the City of
Keizer,Oregon)asof andfor the yearendedJune30, 2007, which collectively comprisethe Agency’s
basic financial statements,as listed in the table of contents. These financial statementsare the
responsibilityoftheAgency’smanagement.Ourresponsibilityis to expressanopinion on thesefinancial
statementsbasedon ouraudit.

We conductedouraudit in accordancewith auditingstandardsgenerallyacceptedin the UnitedStatesof
America. Thosestandardsrequirethatweplanandperformthe audit to obtainreasonableassuranceabout
whetherthefinancialstatementsarefreeofmaterialmisstatement.An audit includesexamining,on atest
basis,evidencesupportingtheamountsanddisclosuresin thefinancial statements.An auditalso includes
assessingthe accountingprinciples usedand significant estimatesmade by management,as well as
evaluatingthe overall basic financial statementpresentation. We believe that our audit providesa
reasonablebasisfor ouropinion.

In our opinion, the financial statementsreferredto abovepresentfairly, in all material respects,the
respectivefinancial position of the governmentalactivities and eachmajor fund of the UrbanRenewal
Agencyof the City of Keizer, Oregonasof June30, 2007, andthe changesin financialpositionfor the
year then endedin conformity with accountingprinciples generallyacceptedin the United Statesof
America.

Management’sdiscussionand analysisis not a requiredpart of the basic financial statements,but is
supplementaryinformationrequiredby accountingprinciplesgenerallyacceptedin the United Statesof
America. We have applied certain limited proceduresthat consistedprincipally of inquiries of
managementregardingthe methodsofmeasurementand presentationof the supplementaryinformation.
However,wedid not auditthe informationandexpressno opinion on it.



Our audit was conductedfor thepurposeofforming an opinionon thebasicfinancialstatementstakenas
a whole. The requiredsupplementaryinformation in the table of contentsis presentedfor purposesof
additional analysis and is not a requiredpart of the basic financial statementsof the UrbanRenewal
Agencyof the City of Keizer,Oregon. Suchinformationhasbeensubjectedto the auditingprocedures
applied in the audit ofthebasicfinancialstatementsand,in ouropinion, is fairly presentedin all material
respectsin relationto thebasicfinancialstatementstakenasawhole.

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

By:
~ar1es A. Swank,A Shareholder
December7, 2007



KeizerUrbanRenewalAgency,Marion County,Oregon

MANAGEMENT’S DISCUSSIONAND ANALYSIS

For theFiscalYearEndedJune30, 2007

As managementof the City of KeizerUrbanRenewalAgency, we offer readersthis narrativeoverview and
analysisof thefinancialactivitiesof theAgencyfor thefiscal yearendedJune30, 2007.

Financial Highlights

Urbanrenewaldistricts in the stateof Oregonare requiredto establisha maximum indebtednesswhich is
the total cost to completeall of the projectsin the Urban RenewalPlan. Once it reachesits maximum
indebtednessthe district hastheoreticallycompletedits purposeand stops collecting tax incrementrevenue
for newprojects. After the outstandingdebt hasbeenpaidoff, thedistrict dissolves. TheDistrict reached
its maximum indebtednessof $22,390,384in fiscal year 2004-05. In fiscal year 2005-06the District
collecteda sufficient amountof tax incrementrevenueto pay off its existing debt, and precededto defease
the full generalobligationdebtof $3,445,000outstandingat June30, 2005.

In November2005, the City Council passedthe sixth amendmentto the Keizer Urban Renewal District
which increasedthe maximum indebtednessan additional $23,500,000extending the life of the District
throughfiscal year2011-12(estimated). The sixthamendmentalsoremovedapproximatelyone-thirdof the
propertyvaluesfrom theDistrict boundaries,reducingthetax incrementrevenuean estimated$1.6 million.

Projectsduring fiscal year2007 included:

• Acquiredproperty for Rickman Road, coinciding with the improvementsfor the Rickman Road
improvementproject.

• Continueddevelopmentof theRiver RoadRenaissanceplan.
• Beganengineeringanddesignofthenew civic center.

Propertytax incrementrevenuefor fiscal year2007wasover $2.9 million.

Overview of the Financial Statements

Thefollowing discussionandanalysisis intendedto serveas an introductionto theAgency’sbasicfinancial
statementsandrequiredsupplementaryinformation. TheAgency’sbasicfinancial statementsare comprised
ofthreecomponents:

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

Government-widefinancial statements- The government-widefinancial statementsare designedto provide
readerswith a broad overview 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) aswell asall liabilities (including generalobligationlong-termdebt).
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The Statementof Net Assets presentsinformation on all of the Agency’s assetsand liabilities, with the
differencebetweenthetwo reportedas netassets. Overtime, increasesor decreasesin netassetsmayserve
asauseful indicatorof whetherthefinancialpositionoftheAgencyis improving ordeteriorating.

The Statementof Activities presentsinformation showinghow the Agency’snetassetschangedduring the
mostrecentfiscal year. All changesin netassetsare reportedas soonastheunderlyingeventgiving rise to
thechangeoccurs,regardlessof thetiming of relatedcashflows. Thus, revenuesandexpensesare reported
in this statementfor someitems that will resultin cashinflows or outflowsin afuture fiscal period.

Fundfinancial statements- A fund is a grouping of relatedaccountsthat is usedto maintaincontrol over
resourcesthat havebeensegregatedfor specific activitiesor objectives. The Agencyusesfund accounting
to ensureanddemonstratecompliancewith finance-relatedlegal requirements.

Governmentalfunds areusedto accountfor activities wherethe emphasisis placed on available financial
resources,rather than upon net income determination. Therefore, unlike the government-widefinancial
statements,governmentalfund financial statementsfocus on the acquisitionand useof currentspendable
resources,as well as on balancesof spendableresourcesavailable at the end of the fiscal year. Such
informationmay beusefulin evaluatingtheAgency’snear-termrequirements.

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

Notesto the basicfinancial statements- Thenotesprovide 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-WideFinancial Analysis

June3O,2007 June3O,2006 Change

Cashandinvestments $ 3,776,925 $ 1,825,397 $ 1,951,528
Otherassets 186,879 222,485 (35,606)
Capitalassets 18,671,056 18,810,195 (139,139)

Total Assets 22,634,860 20,858,077 1,776,783

Otherliabilities 136,831 20,630 (116,201)

TotalLiabilities 136,831 20,630 (116,201)

Netassets
Investmentin capitalassets,

netofdebt 18,671,056 18,810,195 (139,139)
Unrestricted 3,826,973 2,027,252 1,799,721

TotalNetAssets $ 22,498,029 $ 20,837,447 $ 1,660,582

As notedearlier, net assetsmay serveover time as a usefulindicatorof a government’sfinancial position.
In thecaseof theAgency, assetsexceededliabilities by $22,498,029at thecloseof fiscal year 2007.

A portionof the Agency’snet assetsreflects its investmentof $18,671,056or 83 percent,in capitalassets
(e.g., land, buildings, improvements,equipment,and infrastructure,net of accumulateddepreciation),less
any relatedoutstandingdebtusedto acquirethoseassets,if any. Thesecapitalassetsprimarily represent
infrastructureimprovements.Consequently,theseassetsarenot availablefor futurespending.

Theremainingbalanceis unrestrictednetassetstotaling$3,826,973or approximately17 percent.
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Fiscal YearEnded Fiscal YearEnded
June 30, 2007 June 30,2006 change

Revenues

Taxesandassessments $ 2,900,340 $ 3,963,693 $ (1,063,353)

Miscellaneous 257,401 118,072 139,329

Total Revenues 3,157,741 4,081,765 (924,024)

Expenses

Programs 651,789 564,147 87,642
Depreciation 761,157 758,290 2,867

Losson dispositionof assets 84,213 157,196 (72,983)

Total Expenses 1,497,159 1,479,633 17,526

ChangeinNetAssets 1,660,582 2,602,132 (941,550)

BeginningNetAssets 20,837,447 18,235,315 2,602,132

EndingNetAssets $ 22,498,029 $ 20,837,447 $ 1,660,582

The Agency’soverall netassetsincreasedby $1,660,582during fiscal year2007. Theincreasewas related

to thenetincreaseof tax incrementrevenueover programexpenses.

CapitalAssets

At June30, 2007, the Agencyhad approximately$18.7 million investedin capitalassets,primarily related

to building andinfrastructureimprovements.
Capital Assets

(net of depreciation)

Juiie 30, 2007 Juije 30, 2006 clzaizge

Land $ 5,943,998 $ 5,683,329 4.59 %

Building andimprovements 8,169,858 7,816,667 4.52

Infrastructure 10,714,482 10,739,355 (0.23)
Accumulateddepreciation (6,157,282) (5,429,156) 13.41

NetCapitalAssets $ 18,671,056 $ 18,810,195
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Thefollowing tableis a summarizedreconciliationof thechangein capitalassets.

Changes in Capital Assets
For the Year Ended June30, 2007

Beginningbalance $ 18,810,195
Additions 706,231
Retirements (117,244)
Depreciation (728,126)

Endingbalance $ 18,671,056

Debt Outstanding

As of June30, 2007theAgencyhadno debtoutstanding.

Current Year Budgetary Highlights

Therewereno materialchangesfrom theoriginal budgetto thefinal budgetin fiscal year2007.

EconomicFactors and Next Year?sBudgets and Rates

The Agency’sadoptedbudgetfor fiscal year 2008 reflects total estimatedresourcesof $13,967,600which
exceedstotal estimatedexpendituresby $494,000.

Projectsplannedfor fiscal year2008 include:

• $350 thousandfor propertyacquisitionfor thenew civic center.
• $5.2 million for engineering,designand partial constructionof a new civic center. Construction

costswill continueinto fiscal year2009.
• $775 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 information providedin this report
shouldbe addressedto theFinanceDirectorat 930 ChemawaRoad,Keizer, Oregon 97303.
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CITY OFKEIZER URBANRENEWAL AGENCY
(A ComponentUnit ofthe City ofKeizer, Oregon)
STATEMENTOFNETASSETS
JUNE30, 2007

ASSETS
Cashandinvestments $ 3,776,925
Propertytaxesreceivable 186,879
Capitalassets,netof depreciation 18,671,056

TotalAssets 22,634,860

LIABILITIES
Accountspayable 136,431
Deposits 400

TotalLiabilities 136,831

NETASSETS
Investmentin capitalassets(netof relateddebt) 18,671,056
Unrestricted 3,826,973

TotalNetAssets $ 22,498,029

Theaccompanyingnotesarean integralparty ofthefinancial statements.
-8-



CITY OF KEIZER URBANRENEWAL AGENCY
(A ComponentUnit of the City of Keizer, Oregon)

STATEMENTOFACTIVITIES
YEARENDEDJUNE30, 2007

REVENUES
Propertytaxes $ 2,900,340
Miscellaneous 154,009

Total Revenues 3,054,349

EXPENSES
Personalservices 255,630
Materialsandservices 393,353
Depreciation 761,157
Losson disposalof assets 84,213

Total Expenses 1,494,353

REVENUESIN EXCESSOF EXPENSESBEFORE TRANSFERS 1,559,996

TRANSFERS
Transfersin 103,392
Transfersout (2,806)

Total OtherFinancingSources(Uses) 100,586

CHANGE INNETASSETS 1,660,582

NETASSETS,July 1, 2006 20,837,447

NETASSETS,June30, 2007 $ 22,498,029

Theaccompanyingnotesare an integralparty ofthefinancial statements.
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CITY OF KEIZER URBANRENEWAL AGENCY
(A ComponentUnit of the Oty ofKeizer, Oregon)
BALANCESHEET- GOVERNMENTALFUNDS
JUNE30, 2007

UrbanRenewal UrbanRenewal
Project TaxIncrement Totals

ASSETS
Cashandinvestments $ 401,874 $ 3,375,051 $ 3,776,925
Propertytaxesreceivable - 186,879 186,879

TotalAssets $ 401,874 $ 3,561,930 $ 3,963,804

LIABILITIES AND FUND BALANCES
Liabilities

Accountspayable $ 136,431 $ - S 136,431
Deposits 400 - 400
Deferredrevenue - 136,813 136,813

Total Liabilities 136,831 136,813 273,644

Fund Balances

Unreserved 265,043 3,425,117 3,690,160

Total Liabilities andFundBalances $ 401,874 $ 3,561,930 $ 3,963,804

Theaccompanyingnotesarean integralparty ofthefinancial statements.
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CITY OFKEIZER URBANRENEWAL AGENCY
(A ComponentUnit ofthe City ofKeizer,Oregon)
RECONCILIATIONOF THEBALANCESHEET- GOVERNMENTALFUNDSTO THE
STATEMENTOFNETASSETS
JUNE30, 2007

RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS TO THE
STATEMENT OFNETASSETS

FundBalances $ 3,690,160

Amountsreportedin theStatementofNetAssetsaredifferentbecause:

The Statementof NetAssetsreportsreceivablesat their netrealizablevalue. However,
receivablesnot availableto payfor currentperiodexpendituresaredeferredin
governmentalfunds. 136,813

Capitalassetsarenot financialresourcesin governmentalfunds,but arereportedin the
StatementofNet Assetsattheir net depreciablevalue. 18,671,056

NetAssets $ 22,498,029

Theaccompanyingnotesarean integralparty ofthefinancial statements.
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CITYOFKEIZER URBANRENEWAL AGENCY
(A ComponentUnit ofthe City ofKeizer,Orego~
STATEMENTOFREVENUES,EXPENDITURESAND CHANGESINFUNDBALANCES-

GOVERNMENTALFUNDS
YEARENDEDJUNE30, 2007

Urban Renewal Urban Renewal
Project Tax Increment Totals

REVENUES
Propertytaxes $ - $ 2,938,425 $ 2,938,425
Miscellaneous 46,222 107,787 154,009

TotalRevenues 46,222 3,046,212 3,092,434

EXPENDITURES
Currentoperating:

Personalservices 255,630 - 255,630
Materialsandservices 545,352 - 545,352

Capitaloutlay 554,232 - 554,232

Total Expenditures 1,355,214 - 1,355,214

REVENUESOVER(UNDER)
EXPENDITURES (1,308,992) 3,046,212 1,737,220

OTHER FINANCING SOURCES(USES)
Transfersin 103,392 - 103,392
Transfers out (2,806) - (2,806)

Total Other Financing Sources (Uses) 100,586 - 100,586

NET CHANGE IN FUND BALANCES (1,208,406) 3,046,212 1,837,806

FUND BALANCES,Beginningofyear 1,473,449 378,905 1,852,354

FUND BALANCES,End ofyear $ 265,043 $ 3,425,117 $ 3,690,160

The accompanyingnotesare an integralparty ofthefinancial statements.
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CITYOF KEIZER URBANRENEWAL AGENCY
(A ComponentUnit ofthe City ofKeizer, Oregon)
RECONCILIATIONOF THESTATEMENTOF REVENUES,EXPENDITURESAND CHANGESIN FUND
BALANCESOFGOVERNMENTALFUNDSTO THESTATEMENTOF ACTIVITIES
YEARENDEDJUNE30, 2007

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

Net Changein FundBalances $ 1,837,806

Amountsreportedin thestatementof activitiesare differentbecause:

Governmentalfunds deferrevenuesthat do notprovidecurrent fmancialresources.
However,theStatementofActivities recognizessuchrevenuesattheir netrealizablevalue
whenearned,regardlessof whenreceived. (38,085)

The StatementofActivities reportsgainsandlossesarisingfrom thedisposalof existing
capitalassets,while governmentalfunds do notreportanygainsandlosseson the
disposalof existingcapitalassets. (84,213)

Capitaloutlaysare reportedas expendituresin governmentalfunds. However,the
Statementof Activities allocatesthecostof capitaloutlay overtheir estimateduseful
livesas depreciationexpense. (54,926)

Changein NetAssets $ 1,660,582

Theaccompanyingnotesare an integralparty ofthefinancialstatements.
- 13 -



CITY OF KEIZER URBANRENEWAL AGENCY
(A ComponentUnit of the City ofKeizer,Oregon)
NOTESTOBASICFINANCIALSTATEMENTS
YEARENDEDJUNE30, 2007

SUMMARY OF SIGNIFICANTACCOUNTING POLICIES

The financial statementsof theUrban RenewalAgency(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 of Keizer UrbanRenewalAgencywas createdon September10, 1990 to promotethe economicwelfare
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 andacapitalprojectsfund.

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 aggregatefinancialpositionresultingfrom the
activities of the fiscal period. Theseaggregatedstatementsconsist of the Statementof Net Assetsand the
Statementof Activities.

The Statementof Activities demonstratesthedegreeto which thedirect expensesof a givenfunctionor segment
areoffsetby programrevenues.Direct expensesarethosethat are clearlyidentifiablewith aspecific function or
segment.Programrevenuesinclude(1) chargesto customersor applicantswho purchase,use,or directlybenefit
from goods,servicesor privilegesprovidedby a givenfunctionor segment,and(2) grantsandcontributionsthat
arerestrictedto meetingthe operationalor capital requirementsof a particularfunctionor segment. Taxesand
otheritemsnot properlyincludedamongprogramrevenuesarereportedinsteadasgeneralrevenues.

Fundfinancial statementsdisplay informationat the individual fund level. Eachfund is consideredto be a
separateaccountingentity. Fundsare classified and summarizedas governmental,proprietaryor fiduciary.
Currently,theAgencyhastwo governmental(specialrevenueandcapitalprojects)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 governmentand enterprisecombined) for the determinationof major
funds. Major individual fundsarereportedas separatecolumnsin the fund financial statements.

The Agencyreportsthe following major governmentalfunds:

UrbanRenewalProject

UrbanRenewalTax Increment

- 14 -



CITY OF KEIZER URBANRENEWAL AGENCY
NOTESTO BASICFINANCIALSTATEMENTS(Continued)
YEARENDEDJUNE30, 2007

SUMMARYOF SIGNIFI CANTACCOUNTINGPOLICIES (Continued)

MeasurementFocusandBasisofAccounting

The government-widefinancial statementsare reportedusingthe economicresourcesmeasurementfocusandthe
accrual basisofaccounting. Revenuesarerecordedwhenearnedandexpensesarerecordedwhena liability is
incurred,regardlessof the timing of relatedcashflows. Propertytaxesarerecognizedas revenuesin theyearfor
whichtheyarelevied. Grantsandsimilar itemsarerecognizedas revenueas soonas all eligibility requirements
imposedby the providerhavebeenmet.

The modified accrualbasisof accountingis usedby all governmentalfund types. Under the modified accrual
basis of accounting, revenues are recognizedwhen susceptibleto accrual (i.e., when they become both
measurableand available). “Measurable” means the amount of the transaction can be determinedand
“available” meanscollectiblewithin the currentperiodor soonenoughthereafterto be usedto payliabilities of
the currentperiod. The Agencyconsiderspropertytaxesas availableif theyarecollectedwithin 30 daysafter
yearend. Expendituresarerecordedwhenthe relatedfund liability is incurred. Principal andintereston 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-balancingset of accounts. Fund accountingsegregatesfunds accordingto their
intendedpurposeand is usedto aid managementin demonstratingcompliancewith finance-relatedlegal and
contractualprovisions. A minimum number of funds are maintainedconsistentwith legal and managerial
requirements.The Agencyhasa specialrevenuefund anda capitalprojectsfund. The UrbanRenewalProject
Fund is usedto accountfor all financial resources,exceptthoserequiredto be accountedfor in anotherfund.
Theprimarysourceofrevenueis from investmentearnings. The UrbanRenewalTax IncrementFundis usedto
accountfor the accumulationof taxresourcesfor paymentofprincipal andinterest.

UseofEstimates

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

ReceivablesandDeferredRevenues

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

Property taxes receivable for the governmental fund types, which have been collected within sixty days
subsequentto yearend, are consideredmeasurableandavailableandare recognizedas revenues. All other
propertytaxesareoffsetby deferredpropertytaxrevenuesand,accordingly,havenot beenrecordedas revenue.
Realandpersonalpropertytaxesare leviedupon all taxablepropertywithin theAgencyandbecomeliensagainst
the property as of July 1 of eachyearand are payablein threeinstallmentswhich are due on November15,
February15, andMay 15. Discountsareallowedif the amountdue is receivedby November15. Taxesunpaid
and outstandingon May 16 are considereddelinquent. Propertytaxesreceivableby the Agencyrepresentthe
Agency’sallocatedshareof delinquentpropertytaxesandotheramountsto be collectedfrom propertyowners.
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CITY OF KEIZER URBANRENEWAL AGENCY
(A ComponentUnit of the City ofKeizer,Oregon)
NOTESTOBASICFINANCIALSTATEMENTS(Continued)
YEARENDEDJUNE30, 2007

SUMMARYOF SIGNIFICANT ACCOUNTINGPOLICIES (Continued)

CapitalAssets

Capitalassetsarestatedat costor estimatedhistoricalcost. Donatedassetsarerecordedat fair marketvalueat
dateof donation. Estimatedfair marketvalueof donatedassetsis determinedbasedon engineeringestimatesof
currentcostorpriceindexedcost.

Normal maintenanceand repairsare chargedto operationsas incurred. Major additions, improvementsand
replacementsare capitalized. Gains or losses from sales or retirementsof capital assetsare included in
operations.

Capital assets include land, right-of-way (included with land), buildings, improvements, equipment,
infrastructure,and othertangibleand intangible assetscostingover $5,000 usedin operationsthat haveinitial
usefullives extendingbeyondfive years. Infrastructureare thosecapitalassetsthatarestationaryin natureand
can be preservedfor a significantly greaternumber of years thanmost other capital assets. Infrastructure
consistsof roads,bridges,sidewalks,traffic andlighting systems,water, stormwaterandwastewatercollection
systems.

Capital assetsaredepreciatedunlesstheyareinexhaustiblein nature(e.g., landandright-of-ways). Depreciation
is anaccountingprocessto allocatethe costof capitalassetsto expensein a systematicandrationalmannerto
thoseperiodsexpectedto benefit from the use of capital assets. Depreciationis not intendedto representan
estimatein the declineof fair marketvalue,nor arecapitalassets,netof accumulateddepreciation,intendedto
representanestimateof the currentconditionof the assets,or the maintenancerequirementsneededto maintain
the assetsattheir currentlevel of condition.

Depreciationis computedover the estimatedusefullives of the capital assets.All estimatesof useful lives are
based on actual experienceby City departmentswith identical or similar capital assets. Depreciationis
calculatedon the straight-linebasis,exceptfor infrastructureandimprovementsotherthanbuildingsreportedin
the governmentalactivities column of the government-widefinancial statements,which are calculatedusing a
compositedepreciationmethod. The estimatedusefullives of thevariouscategoriesof assetsare asfollows:

Buildings 30-50years
Improvementsotherthanbuildings 20 years
Infrastructure 20-40years
Equipment 3-15 years

Upon disposal of capital assets,costandaccumulateddepreciationare removedfrom the accountsand, if
appropriate,a gainor losson the disposalis recognized. In accordancewith the compositedepreciationmethod,
no gainor loss is recordedupon disposal,but rather,costis removedfrom the capitalassetaccountandcharged
to the accumulateddepreciationaccount.

Long-TermObligations

In the government-widefinancial statements,long-termobligationsarereportedas liabilities. Bondpremiums,
discountsandissuancecostsarereportedas expenditureswhenpaid.
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CITY OF KEIZER URBANRENEWAL AGENCY
(A ComponentUnit of the City ofKeizer,Oregon)
NOTESTO BASICFINANCIALSTATEMENTS(Continued)
YEARENDEDJUNE30, 2007

SUMMARY OF SIGNIFI CANTACCOUNTINGPOLICIES (Continued)

Long-TermObligations(continued)

In the fund financial statements,governmentalfund typesrecognizebondpremiums,discountsandissuancecosts
atthe time of issuance.Bondproceedsarereportedas otherfinancing sourcesnetof the applicablepremiumor
discount. Issuancecosts,evenif withheld from the actualnet proceedsreceived,are reportedas debt service
expenditures.

CashandInvestments

The Agencymaintainsits cashbalancewith the City. Statestatutesauthorizethe Agency to investprimarily in
general obligations of the U.S. Government and its agencies,certain bonded obligations of Oregon
municipalities, bank repurchaseagreements,bankers’ acceptances,certain commercialpaper and the state
treasurer’sinvestmentpooi, amongothers.

BudgetaryInformation

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

The Agencybeginsits budgetingprocessby appointingbudgetcommitteemembers.Thebudgetofficer prepares
a budget,which is reviewedby the Budgetcommittee. The budgetis thenpublishedin proposedform and is
presentedfor public hearingsto obtain taxpayercommentsand approval from the BudgetCommittee. The
budgetis legally adoptedby theAgency’sBoardby resolutionprior to the beginningof theAgency’s fiscal year.
The Board resolutionauthorizing appropriationsfor each fund sets the level by which expenditurescannot
legallyexceedappropriations.Appropriationsaremadeatthe functionlevel. Appropriationslapseatyear-end.

Appropriation authority may be transferred from one level of control to another by Board resolution.
Supplementalappropriationsmayoccurif the Boardapprovesthem dueto a needwhich exists which was not
determinedatthe time thebudgetwasadopted.

TheAgencydoesnot useencumbrances.
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CITY OF KEIZER URBANRENEWAL AGENCY
(A ComponentUnit oftheCity ofKeizer, Oregon)
NOTESTO BASICFINANCIALSTATEMENTS(Continued)
YEARENDEDJUNE30, 2007

PROPERTYTAXESRECEIVABLE

Propertytax transactionsfor theyearwereas follows:

Balance 2006-07 Added Discountsand Balance
July1, 2006 Levy to Rolls Adjustments Turnovers Juize30, 2007

2006-2007 $ - $ 2,970,341 $ 2,406 $ (81,025) $ (2,799,426) $ 92,296

2005-2006 128,601 - 2 (2,815) (79,392) 46,396

2004-2005 49,609 - - (1,010) (21,911) 26,688

2003-2004 25,202 - - (424) (12,279) 12,499

2002-2003 11,820 - - (223) (8,376) 3,221

2001-2002 2,701 - - (104) (650) 1,947

2000-2001 2,056 - - (38) (592) 1,426

Prior 3,144 - - (23) (715) 2,406

$ 223,133 $ 2,970,341 $ 2,408 $ (85,662) $ (2,923,341) $ 186,879
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CITY OF KEIZER URBANRENEWAL AGENCY
(A ComponentUnit of the City ofKeizer,Oregon)
NOTESTO BASICFINANCIALSTATEMENTS(Continued)
YEARENDEDJUNE30, 2007

CAPITAL ASSETS

The changesin the capital assetsfor theyearendedJune30, 2007 are as follows:

Balances Balances

July 1, June30,
2006 Increases Decreases 2007

NON-DEPRECIABLE
Land $ 5,683,329 $ 262,531 $ (1,862) $ 5,943,998

DEPRECIABLE
Buildingsandimprovements 7,816,667 443,700 (90,509) 8,169,858
Infrastructure 10,739,355 - (24,873) 10,714,482

TotalDepreciable 18,556,022 443,700 (115,382) 18,884,340

Total CostofCapital Assets 24,239,351 706,231 (117,244) 24,828,338

ACCUMULATED DEPRECIATION
Buildings andimprovements (2,696,378) (399,816) 25,556 (3,070,638)
Infrastructure (2,732,778) (361,341) 7,475 (3,086,644)

Total AccumulatedDepreciation (5,429,156) (761,157) 33,031 (6,157,282)

CapitalAssets,Net $ 18,810,195 $ (54,926) $ (84,213) $ 18,671,056

Capitalassetsat July 1, 2006havebeenreclassifiedto conformto currentreportingclassifications.

EXPENDITURESIN EXCESSOF APPROPRIATIONS

Oregon law prohibits expendituresof a fund in excessof Council approvedappropriations. The City Council
approvesappropriationsby departmentfor the GeneralFund and by major object class (personnelservices,
materialsandservices,capitaloutlay anddebtservice)for all otherfunds.

Expendituresin excessof appropriationsfor theyearendedJune30,2007 occurredas follows:

Budget Actual Variance

UrbanRenewalAgency
Personalservices $ 254,700 $ 255,630 $ (930)
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CITY OF KEIZER URBANRENEWAL AGENCY
(A ComponentUnit of the CityofKeizer,Oregon)
NOTESTO BASICFINANCIALSTATEMENTS(Continued)
YEARENDEDJUNE30, 2007

CONTINGENCIES

The City purchasescommercialinsuranceto cover all commonly insurable risks, including property, liability,
vehicles,fidelity bond,worker’s compensationandunemployment.All policiescarry a small deductibleamount.
No insuranceclaims settledin eachofthe priorthreeyearshaveexceededpolicy coverage.

The City is a defendantin various litigation proceedings.Managementbelievesany lossesarising from these
actionswill not materiallyaffect the City’s financialposition.

- 20 -



CITY OFKEIZER URBANRENEWAL AGENCY
(A ComponentUnit ofthe City ofKeizer, Oregon)
COMBINEDSCHEDULEOF REVENUES,EXPENDITURESAND CHANGESINFUNDBALANCE-

BUDGETANDACTUAL - URBANRENEWALPROJECTFUND
YEARENDEDJUNE30, 2007

BudgetedAmounts
Original Final Actual Variance

REVENUES
Miscellaneous $ 68,200 $ 68,200 $ 46,222 $ (21,978)

EXPENDITURES
Personalservices 254,700 254,700 255,630 (930)
Materialsandservices 63,600 108,600 545,352 (436,752)
Capitaloutlay 2,787,800 2,787,800 554,232 2,233,568
Contingency 31,800 31,800 - 31,800

TotalExpenditures 3,137,900 3,182,900 1,355,214 1,827,686

REVENUESOVER (UNDER)
EXPENDITURES (3,069,700) (3,114,700) (1,308,992) 1,805,708

OTHER FINANCING SOURCES(USES)
Issuanceof debt 2,976,300 2,976,300 - (2,976,300)
Transfersin - - 103,392 103,392
Transfersout (9,100) (9,100) (2,806) 6,294

TotalOtherFinancingSources(Uses) 2,967,200 2,967,200 100,586 (2,866,614)

NETCHANGEIN FUNDBALANCE (102,500) (147,500) (1,208,406) (1,060,906)

FUND BALANCE, Beginning ofyear 455,300 455,300 1,473,449 1,018,149

FUND BALANCE, Endofyear $ 352,800 $ 307,800 $ 265,043 $ (42,757)
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CITY OF KEIZER URBANRENEWALAGENCY
(A ComponentUnit of the City ofKeizer, Oregon)
COMBINED SCHEDULE OF REVENUES,EXPENDITURESAND CHANGESIN FUND BALANCE -

BUDGETANDACTUAL - URBANRENEWALTAXINCREMENTFUND
YEARENDEDJUNE30, 2007

BudgetedAmounts
Original Final Actual Variance

REVENUES
Taxesandassessments $ 2,824,300 $ 2,824,300 $ 2,938,425 $ 114,125
Miscellaneous 41,400 41,400 107,787 66,387

TotalRevenues 2,865,700 2,865,700 3,046,212 180,512

EXPENDITURES
Debtservice 2,976,300 2,976,300 - 2,976,300

REVENUESOVER (UNDER)
EXPENDITURES (110,600) (110,600) 3,046,212 3,156,812

FUND BALANCE, Beginningofyear 110,600 110,600 378,905 268,305

FUND BALANCE, End ofyear $ - $ - $ 3,425,117 $ 3,425,117
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CITY OFKEIZER URBANRENEWALAGENCY
COMMENTSOF THEINDEPENDENTAUDITORREQUIREDBYSTATEOF OREGONMINIMUM
STANDARDSFORAUDITSOFOREGONMUNICIPAL CORPORATIONS
YEARENDEDJUNE30, 2007

StateofOregonComplianceSection

OregonAdministrativeRules 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
schedulesaresetforth on the following pages.

Sign~fIcantAccountingPolicies

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

OrganizationandFundStructure

Theorganizationandfund structureof the Agency is documentedon thetitle pageandin thenotesto the financial
statements.

InternalAccountingControlandAccountingRecords

We haveauditedthe fund financial statementsof the City of KeizerUrban RenewalAgencyas of and for the year
endedJune30, 2007,andhaveissuedourreportthereondatedDecember7, 2007. As part of our audit,wemadea
studyand evaluationof accountingsystemsandcontrolsas requiredby auditing standardsgenerallyacceptedin
the UnitedStatesof America. The purposeof our study andevaluationwas to determinethe nature,timing and
extentof the auditingproceduresnecessaryfor expressingan opinionon the Agency’s fund financial statements.
Our studyandevaluationwasmorelimited thanwouldbenecessaryto expressanopinionon thesystemof internal
accountingcontrol of theAgencytakenas a whole. However,our study andevaluationdisclosedno conditionthat
webelieveto be significantdeficienciesor amaterialweakness.

AdequacyofCollateralSecuringDepositoryBalances

OregonRevisedStatutesChapter295 requiresthat eachdepositorythroughoutthe period of its possessionof
public fund depositsshallmaintainon depositwith its custodians,at its own expense,securitieshavingavaluenot
lessthan25% of the certificatesof participationissuedby thepool managerfor fundsin excessof thoseinsuredby
theFederalDepositInsuranceCorporation. Our reviewof the adequacyof collateralsecuringdepositorybalances
indicatedthecollateralwas sufficientfor theyearendedJune30, 2007.

Investments

Our reviewof depositandinvestmentbalancesindicatedthat, during the yearendedJune30, 2007, the Agency
wasin compliancewith ORS295, 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 theyearsendingJune30, 2007 and2008,exceptas notedin thenotesto the
financial statements.A descriptionof thebudgetingprocessis in thenotesto the financial statements.

- 23 -



CITYOF KEIZER URBANRENEWAL AGENCY
COMMENTSOFTHEINDEPENDENTAUDITORREQUIREDBYSTATEOF OREGONMINIMUM
STANDARDSFORAUDITSOF OREGONMUNICIPAL CORPORATIONS(Continued)
YEARENDEDJUNE30, 2007

InsurancePoliciesandFidelityBonds

We havereviewedthe Agency’s insuranceandfidelity bond coverageat June30, 2007. 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 contractswerereviewedand found to be in accordancewith ORS
Chapter279.

ProgramsFundedFrom OutsideSources

We havereviewedthe Agency’scompliancewith appropriatelaws,rules andregulationspertainingto programs
fundedwholly or partially by the othergovernmentalagencies.The Agencyis in compliancewith theguidelines
in all materialrespects.

FinancialReportingRequirements

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

ScheduleofAccountabilityofIndependentlyElectedOfficials

Thereareno electedAgencyofficials who collect or receivefundson behalfof the Agency.

This report is intendedfor theBoardof Directorsof the City of Keizer UrbanRenewalAgency, the City Council
andmanagementof the City ofKeizer. This restrictionis not intendedto limit the distributionof thisreport,which
is amatterof publicrecord.

GROVE, MUELLER& SWANK,P.C.
CERTIFIEDPUBLICACCOUNTANTS

By:
Ct~rlesA. Swank,A areholder

December7, 2007
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