CITY OF NORTH BEND
URBAN RENEWAL AGENCY
COOS COUNTY, OREGON

FINANCIAL REPORT
FOR THE YEAR ENDED JUNE 30, 2009

12700 SW 72" Ave.
Tigard, OR 97223



NORTH BEND URBAN RENEWAL AGENCY
(A Component Unit of The City of North Bend)
COOS COUNTY, OREGON

For the Year Ended June 30, 2009

ANNUAL FINANCIAL REPORT




This Page Intentionally Left Blank



NORTH BEND URBAN RENEWAL AGENCY
(A Component Unit of The City of North Bend)

COOS COUNTY, OREGON

BOARD OF DIRECTORS

Rick Wetherell, Chair

Larry Garboden

Barry Hayes

Bill Richardson

Janet Rubin

Mike Erbele

Howard Graham

TERM EXPIRES

November 2010

November 2010

November 2010

November 2010

November 2012

November 2012

November 2012

All directors receive mail at the address listed below.

ADMINISTRATION

City Hall
835 California Street
North Bend, OR 97459



This Page Intentionally Left Blank



NORTH BEND URBAN RENEWAL AGENCY
(A Component Unit of The City of North Bend)
COOS COUNTY, OREGON

TABLE OF CONTENTS

INDEPENDENT AUDITORS’ REPORT
MANAGEMENT’S DISCUSSION AND ANALYSIS
BASIC FINANCIAL STATEMENTS:
BASIC FINANCIAL STATEMENTS:
Government-wide Financial Statements:

Statement of Net Assets
Statement of Activities

Fund Financial Statements:

Balance Sheet — Governmental Funds

Reconciliation of Balance Sheet of Governmental Funds to
Statement of Net Assets

Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds — Actual and Budget

Reconciliation of Statement of Revenues, Expenditures and Changes in Fund
Balances — Governmental Funds to Statement of Activities

Notes to Basic Financial Statements

Supplementary Information:

Schedule of Property Tax Transactions and Balances of Taxes Uncollected

Auditors’ Comments and Disclosures

PAGE
NUMBER

1

2

(U8}

16

17



This Page Intentionally Left Blank



PAULY, ROGERS AND CO., P.C.

s @ CERTIFIED PUBLIC ACCOUNTANTS

OREGON ar22a

December 1, 2009

To the Agency Board
North Bend Urban Renewal Agency
North Bend, Oregon

INDEPENDENT AUDITORS” REPORT

We have audited the accompanying financial statements of the governmental activities and the major fund of the North
Bend Urban Renewal Agency, as of and for the year ended June 30, 2009 which collectively comprise the Agency’s
basic financial statements as listed in the table of contents. These basic financial statements are the responsibility of
management. Our responsibility is to express opinions on these basic 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 basic
financial statements are free of material misstatement. An audit includes consideration of internal control over financial
reporting as a basis for designing audit procedures that are appropriate in the circumstances but not for the purpose of
expressing an opinion on the effectiveness of the internal control over financial reporting. Accordingly, we express no
such opinion. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
basic financial statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the basic financial statement presentation. We believe that our audit
provides a reasonable basis for our opinions.

In our opinion, the basic financial statements referred to above present fairly, in all material respects, the financial
position of the governmental activities and major fund of the North Bend Urban Renewal Agency, as of June 30, 2009,
and the respective changes in financial position and the respective budgeting comparison for the general fund for the
year then ended in accordance with accounting principals generally accepted in the United States of America.

Our audit was conducted for the purpose of forming opinions on the basic financial statements taken as a whole. The
supplementary data, as listed in the table of contents, is presented for purposes of additional analysis and is not a
required part of the basic financial statements. Such information has been subjected to the auditing procedures applied
in the audit of the basic financial statements and, in our opinion, 1s fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

The Management’s Discussion and Analysis, as listed in the table of contents, is not a required part of the basic
financial statements, but 1s supplementary information required by accounting principles generally accepted in the
United States of America. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.

{ 5%% 725&,9 al (.72 c.

PAULY, ROGERS AND CO., P.C.
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NORTH BEND URBAN RENEWAL AGENCY
Management’s Discussion and Analysis
For the fiscal year ended June 30, 2009

As management of the North Bend Urban Renewal Agency (the Agency), we offer readers of these
financial statements this narrative overview and analysis of the financial activities of the Agency for the
fiscal year ended June 30, 2009. We request readers to consider the information presented here in
conjunction with the basic financial statements (pages 3-8) and the accompanying notes to the financial
statements (pages 9-15).

FINANCIAL HIGHLIGHTS

o The Agency’s assets totaled $2,746,591 at June 30, 2009, consisting of $1,682,689 in unrestricted
cash and cash equivalents, $1,006,828 in capital assets, and $57,074 in property taxes receivable.
Total assets increased by $676,970 from the previous fiscal year.

o The Agency’s liabilities totaled $385,283 at June 30, 2009, consisting of $373,730 in noncurrent
liabilities, $11,157 in accrued interest, and $396 in accounts payable. Total liabilities decreased by
$10,641 from the previous fiscal year.

e« The assets of the Agency exceeded its liabilities at June 30, 2009 by $2,361,308 (net assets),
consisting of $1,728,210 in unrestricted net assets and the remainder of $633,098 invested in capital
assets, net of related debt. Unrestricted net assets represent the amount that may be used to meet
the Agency’s ongoing obligations to citizens and creditors.

o The Agency's total net assets increased by $687,611 from the previous fiscal year. This represents
an increase of $512,410 in unrestricted net assets and in an increase of $175,201 in net assets
invested in capital assets net of related debt. The primary source of this increase in net assets is
property taxes.

s The Agency, which maintains one fund, had an unreserved fund balance at June 30, 2009 of
$1,682,293, up by $501,008 from the June 30, 2008 unreserved fund balance of $1,181,285.

o The Agency's total debt decreased by $10,740 during the year to a June 30, 2009 balance of
$373,730.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are written for the purpose of introducing the Agency’s basic financial
statements. The basic financial statements are comprised of the following components: 1) government-
wide financial statements, 2) fund financial statements, and 3) notes to the financial statements.

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The government-wide financial statements present information about the Agency using the method of
accounting similar to that used by private-sector companies, called the full-accrual basis of accounting.
This basis of accounting reveals all assets and liabilities as well as revenue and expenses regardless of
when cash is received or paid. This provides a broad view of the financial picture of the Agency. The full-
accrual basis differs from the modified-accrual basis of accounting used by the fund financial statemenis
of the Agency, which focus on the use of spendable resources and the balance of such resources in the
short-term period of one fiscal year.

The Statement of Net Assets reveals the total assets and liahilities of the Agency, with the difference
between the two disclosed as net assets. Net assets may serve as one of the key performance
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measurements over time to gauge whether the financial position of the Agency is improving or
deteriorating.

The Statement of Activities reveals the detail of the change in the Agency’s net assets for the year ending
June 30, 2009. All activities affecting net assets are included, regardless of the timing of cash flow, which
may be in future fiscal periods.

Both of the government-wide financial statements are designed to present information by function of the
government. Governmental activities are primarily supported by taxes and intergovernmental revenue for
the purpose of identification, planning, and execution of urban renewal strategies to improve the livability
of the City of North Bend. These activities are separated from business-type activities, which are
supported primarily from user fees and charges directly linked to the services provided. The Agency’s
government-wide financial statements will only reveal governmental activities, as there is only one fund
utilized by the Agency, serving as a governmental fund.

The Agency is considered a blended component unit of the City of North Bend, while maintaining
separate legal status from the City. Financial statements of the City of North Bend can be obtained from
the Finance department at P.O. Box B, 835 California Street, North Bend, Oregon, 97459, (541) 756-
8575, or via the web at www.northbendcity ory

The government-wide financial statements can be found on pages 3-4 of this report.
FUND FINANCIAL STATEMENTS

A fund is a grouping of related accounts used for the purpose of maintaining control over resources
segregated for specific activities or objectives. The Agency uses fund accounting to ensure compliance
with legal requirements for financial activities. As mentioned above, the Agency uses only one fund,
which is categorized as a governmental fund. A governmental fund accounts for generally the same
types of activities as governmental activities, with the primary difference being the measurement focus.
Governmental funds focus on current financial resources, which include the measurement of inflows and
outflows of spendable resources within a fiscal year as well as the balances of resources at the end of the
fiscal year. In contrast, governmental activities in the government-wide financial statements focus on fotal
economic resources during the fiscal year, encompassing a longer-term view.

Fund financial statements include the Balance Sheet and the Statement of Revenues, Expenditures, and
Changes in Fund Balances. The reader will notice two important components of these statements. First,
the Statement of Revenues, Expenditures and Changes in Fund Balances incorporates both the original
and final budgets, which are identical for the year ended June 30, 2009. The budgetary comparison at
the fund level reinforces the current financial resources focus as described above, demonstrating actual
results and variances to the annual appropriated budget as adopted by the Agency’s governing body.

Second, the difference in the measurement focus of the governmental-fund financial statements and the
government-wide financial statements calls for reconciliations between the two types of statements in
order to fully explain the specific differences. These reconciliations between governmental funds to
governmental activities illuminate the long-term impact of the Agency’s short-term financial decisions.

The fund financial statements and associated reconciliations can be found on pages 5-8 of this report.
NOTES TO THE FINANCIAL STATEMENTS

The notes to the financial statements are an essential part of a full understanding of the data provided in

the government-wide and fund financial statements. The notes to the financial statements can be found
on pages 9-15 of this report.
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GOVERNMENT-WIDE FINANCIAL ANALYSIS

As mentioned earlier, net assets may serve as one of the key performance measurements over time to
gauge whether the financial position of the Agency is improving or deteriorating. In the case of the
Agency, assets exceeded liabilities by $2,361,308 at the close of the most recent fiscal year.

Net assets for the Agency are divided into two categories. The first category is net assets invested in
capital, net of related outstanding debt used to acquire these assets, which accounted for 27% of total net
assets. This represents investment in land, infrastructure, and construction in progress, less accumulated
depreciation and debt used to purchase these capital assets. The Agency uses these assets to provide

North Bend Urban Renewal Agency’s Net Assets

Governmental
Activities
2009 2008
Current and other assets $1,739,763 $1,227,254
Capital assets, net of depreciation 1,006,828 842 367
Total assets 2,746,591 2,069,621
Other liabilities 11,553 11,454
Long-term debt 373,730 384,470
Total liabilities 385,283 395,024
Net assets:
Invested in capital assets, net of related debt 633,098 457 897
Unrestricted 1,728,210 1,215,800
Total net assets $2,361,308 $1,673,697
North Bend Urban Renewal Agency’s Changes in Net Assets
Governmental
Activities
2009 2008
Revenues:
Property Taxes $556,700 $585,956
Intergovernmental 167,921 0
State and Federal Grants 0 2,008
Interest Income 32,932 42,503
Total revenues 757 553 630,467
Expenses:
Streets 50,939 45,739
Interest on long-term debt 19,003 19,812
Total expenses 69,942 65,551
Increase in net assets 687,611 564,916
Net assets - 7/1/08 1,673,697 1,108,781
Net assets - 6/30/09 $2,361,308 $1,673,697
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services to citizens; thus, capital assets are not available for future spending. It should also be noted that
these assets do not generate revenue to service the associated debt. Thus, resources to pay the debt
must come from other sources, specifically unrestricted net assets, which is the second category.
Unrestricted net assets accounted for 73% of the total net assets for the year ended June 30, 2009. The
Agency was able to maintain positive balances in both categories of net assets in both the current fiscal
year and the prior fiscal year. The Agency’s net assets have increased by $687,611 during the current
fiscal year. The primary factor for this increase is simply the degree to which revenues exceed ongoing
expenses.

Program Expenses for Governmental Activities
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URBAN RENEWAL AGENCY BUDGETARY HIGHLIGHTS

The Agency had no differences between the original budget and the final budget. The significant
variations between the final budget and actual amounts occurred in state and federal grants revenue line
and the capital outlay expenditure line. Of the $2,892,000 budgeted for state and federal grant, $992,000
was earmarked for federal funding from the SAFETEA-LU — High Priority Projects Program. These funds
represent accumulated annual allocations over the past 5 years. The Agency’s plans are to direct these
funds into a major waterfront project that has been in the design and preliminary engineering stages
throughout the current fiscal year. The remaining $1,900,000 of the state and federal grant budget was
earmarked for grant funds for projects within the Agency’s district. No grants money was received during
the current fiscal year. There was a direct correlation between the grant revenue line item and the capital
outlay line item, so the lack of grant funds resuited in significantly less expenditures in capital outlay.
Furthermore, the resources in hand at the beginning of the year in addition to tax revenues did not
translate into capital outlay expenditures as the major waterfront project had not begun. Upon conclusion
of the waterfront project, the Agency does anticipate additional projects within the district.

Tax revenues for the year were budgeted at $554,101, with actual receipts totaling $545,596 (98% of
budget).

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets - The Agency’s investment in capital assets for its governmental-type activities as of
June 30, 2009 amounted to $1,006,828 (net of accumulated depreciation). This investment in capital
assets includes land, infrastructure, and construction in progress. The Agency’s total investment in
capital assets increased 20%, primarily due to construction in progress.

CAPITAL ASSETS AT FISCAL YEAR-END
(Net of Depreciation)

Governmental
Activities
2009 2008
L.and $177,345 $177,345
Infrastructure 637,838 660,074
Construction in progress 191,645 4,948
Total $1,006,828 $842,367

Additional information on the Agency’s capital assets can be found in note 3 on page 14 of this report.

Debt Administration - The Agency's long-term debt as of June 30, 2009 is $373,730. This is
comprised entirely of a loan through the Oregon Economic & Community Development Department. The
Agency's total long-term debt decreased by $10,740 or 3%, due to the annual principal payment.
Additional information on the Agency's long-term debt can be found in note 4 on page 14 of this report.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET

The 2009-2010 fiscal year budget continues in similar direction to the 2008-2009 fiscal year. There are
no new revenue or expenditure line items. Grant revenues for streetscape improvement project are again
budgeted at $1,900,000, although this is not guaranteed income and is offset in the same amount in the
capital outlay expenditures. SAFETEA-LU funds are budgeted to increase by $77,000 (8%) over the
2007-2008 fiscal year budget. Property tax revenues are expected to dip to $500,000 due to an
adjustment to the tax assessed value for a specific parcel of property within the district. In total, however,
the working capital carryover and anticipated property tax revenue provides enough resources to continue
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the waterfront boardwalk project slated to begin construction in the 2009-2010 fiscal year. Due fo the
current fiscal year recession, construction bids on projects undertaken by the Agency have come in lower
than anticipated. No additional long-term debt is appropriated for 2009-2010. The Agency’s financial
position has improved as of June 30, 2009.

REQUESTS FOR INFORMATION

This financial report is designed to provide our citizens, taxpayers, customers, investors, and creditors
with a general overview of the Agency’s finances and to demonstrate its accountability for the money it
receives. If you have any questions about this report or need additional financial information, contact the
Agency’s Finance department at P.Q. Box B, 835 California Street, North Bend, Oregon, 97459, (541)
756-8571;:5, or via the web at www northbendcity.orq.
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NORTH BEND URBAN RENEWAL AGENCY
(A Component Unit of the City of North Bend, Oregon)
COO0OS COUNTY., OREGON

STATEMENT OF NET ASSETS
June 30, 2009

ASSETS
Cash and cash equivalents $ 1,682,689
Property taxes receivable 57,074
Capital Assets:
Land 177,345
Construction in Progress 191,645
Infrastructure, net of depreciation 637,838
Total Assets 2,746,591
LIABILITIES
Accounts Payable 396
Accrued Interest 11,157
Noncurrent Liabilities
Due within one vear 11.279
Due in more than one vear 362.451
Total Liabilities 385,283
NET ASSETS
Invested in Capital Assets, net of related debt 633,098
Unrestricted 1,728,210
Total Net Assets Y 2,361,308

See accompanying notes to basic financial statements
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NORTH BEND URBAN RENEWAL AGENCY
(A Component Unit of the City of North Bend, Oregon)
COO0S COUNTY, OREGON

STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2009

FUNCTION REVENUES

NET (EXPENSE)

CHARGES OPERATING REVENUE AND
FOR GRANTS AND CHANGES IN
FUNCTIONS EXPENSES SERVICES CONTRIBUTIONS NET ASSETS
Streets 5 50,939 % - 3 - 35 (50,939)
Interest on Long-term debt 19,003 - - (19.003)
Total Governmental Activities $ 69,942 $ - $ - (69,942)
General Revenues:
Property Taxes 556,700
Intergovernmental 167,921
Investment carnings 32,932
Total General Revenues 757,553
Changes in Net Assets 687,611
Net Assets - Beginning 1,673,697

Net Assets - Ending

Sce accompanying notes {o basic financial statements

A
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NORTH BEND URBAN RENEWAL AGENCY
(A Component Unit of the City of North Bend, Oregon)
COOS COUNTY. OREGON

BALANCE SHEET
Governmental Fund
June 30, 2009

ASSETS
Cash and Invesiments h) 1,682,689
Property taxes receivable 57,074
Total assets $ 1,739,763

LIABILITIES AND FUND BALANCES:

LIABILITIES
Accounts Payable $ 396
Deferred Revenue 57,074
Total Liabilities $ 57,470
FUND BALANCE
Unreserved 1,682,293
Total Liabilities and Fund Balance 3 1,739,763

See accompanying notes to basic financial statements
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NORTH BEND URBAN RENEWAL AGENCY
(A Component Unit of the City of North Bend, Oregon)
COOS COUNTY, OREGON

RECONCILIATION OF BALANCE SHEET OF GOVERNMENTAL FUNDS
TO STATEMENT OF NET ASSETS
JUNE 30, 2009

Explanation of certain differences between the governmental fund balance sheet and the
government-wide statement of net assets.

Fund Balances $

The cost of governmental capital assets (land, buildings, improvements,
machinery and equipment, infrastructure, and construction in progress) Is
reported as an expenditure in governmental fands. The statement of
net assets includes those capital assets among the assets of the
City as a whole.

Net Capital Asscts
Long-term liabilities applicable to the City's governmental activities
are not due and payable in the current period and accordingly are
not reported as fund liabilities. All liabilities, both current and

long-term, are reported in the statement of net assets.

Long-term debt
Interest Payable

Other long-term assets are not available (o pay for current-period
expenditurcs and therefore arc deferred in the funds.

Unearned Revenuce

1,682,293

1,006,828

(373,730
(11,157)

57,074

Total Net Assets S

2,361,308

See accompanying notes (o basic financial statements.
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NORTH BEND URBAN RENEWAL AGENCY
(A Component Unit of the City of North Bend, Oregon)
COOS COUNTY, OREGON

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
ACTUAL AND BUDGET
For the Year Ended June 30, 2009

VARIANCE
ORIGINAL FINAL WITH FINAL
BUDGET BUDGET ACTUAL BUDGET
REVENUES
Property Taxes b 554,101 $ 554,101 ) 545,596 $ (8,505)
State and Federal Grants 2,892,000 2,892,000 167,921 (2,724,079)
Interest Income 28,000 28,000 32,931 4,931
Total Revenues 3,474,101 3,474,101 746,448 (2,727,653)
EXPENDITURES
Personal Services 20,000 20,000 (1) 20,000 -
Materials and Services 21,200 21,200 (1) 7,263 13,937
Capital Outlay 4,551,860 4,551,860 (1) 188,137 4,363,723
Debt Services 30,041 30,041 (1) 30,040 1
Total Expenditures 4,623,101 4,623,101 245,440 4,377,661
Net Change in Fund Balance (1,149,000) (1,149,000) 501,008 1,650,008
Beginning Fund Balance 1,149,000 1,149,000 1,181,285 32,285
Ending Fund Balance $ - A - $ 1,682,293 k) 1,682.293

(1) Appropriation Level

See accompanying notes (o basic financial statements.
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RECONCILIATION OF STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES - GOVERNMENTAL FUNDS TO STATEMENT OF ACTIVITIES

NORTH BEND URBAN RENEWAL AGENCY
(A Component Unit of the City of North Bend, Oregon)
COOS COUNTY, OREGON

For the year ended June 30, 2009

Explanation of certain differences between the governmental fund statement of revenues, expenditures, and
changes in fund balance and the government-wide statement of activities

Amounts reported for governmental activities in the statement of activities

are different because:

Net change in fund balance - governmental fund

Governmental funds report capital outlays as expenditures. However, in
the statement of activities the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense. This is the amount
by which capital outlavs exceeded depreciation in the current period.

Capital asset additions
Depreciation Expense

The issuance of long-term debt provides current [inancial resources to the
governmental fund, while repavment of long-term debt principal consumes
current financial resources of the governmental fund. However, neither
{ransaction has any effect on net assets. This amount is the net effect

of these dilferences.

Long-term debt principal repaid

Property tax revenues in the statement of activities that do not provide current
financial resources are not reported as revenues in the governmental fund.
This is the effect of the change in property taxes receivable during the vear.

Some expenses reported in the statement of activities do not require the use of
current financial resources and, therefore, are not reported as expenditures
i the governmental fund. This is their effect during the year.
Change in accrued interest during the year

Change in Net Assets

See accompanying notes 10 basic financial statements

8.
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NORTH BEND URBAN RENEWAL AGENCY
(A Component Unit of The City of North Bend)

COOS COUNTY., OREGON

NOTES TO COMPONENT UNIT BASIC FINANCIAL STATEMENTS

1.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A.

The North Bend Urban Renewal Agency of North Bend, Oregon (Agency) financial statements are prepared in
accordance with Generally Accepted Accounting Principles (GAAP). The Governmental Accounting Standards
Board (GASB) is the accepted standard setting body for establishing governmental accounting and financial
reporting principles. The more significant accounting policies are described below.

ORGANIZATION AND OPERATION

The Agency was organized under Chapter 457 of the Oregon Revised Statutes to assist in the development and
redevelopment of the City's downtown and waterfront areas, primarily through tax increment financing. The City
Council of the City of North Bend is the Board of Directors of the Agency.

B. DESCRIPTION OF THE REPORTING ENTITY

C.

The Board of Directors are not financially accountable for any other governmental entity. Financial accountability
is determined in accordance with criteria set forth in generally accepted accounting principles (GAAP), primarily
on the basis of authority to appoint voting majority of an organization's governing board, ability to impose its will
on that organization, the potential for that organization to provide specific benefits or impose specific financial
burdens and that organization's fiscal dependency. Component units, as established by the Governmental
Accounting Standards Board (GASB) Statement No. 39, are separate organizations that are included in the
Agency's reporting entity because of the significance of their operational or financial relationships with the Agency.
All significant activities and organizations with which the Agency exercises oversight responsibility have been
considered for inclusion in the basic financial statements. There are no component units. However, the Agency 1s
a component unit of the City of North Bend. The Agency is a component unit of the City of North Bend because
the North Bend City Council exercises oversight authority over the Agency as demonstrated by the designation of
the Agency’s Board Members and economic dependency. The Agency is included in the financial statements of
the City of North Bend for the year ended June 30, 2009.

BASIS OF PRESENTATION

GOVERNMENT-WIDE FINANCIAL STATEMENTS (GWFS)

The government-wide financial statements report information irrespective of fund activity, and the fund financial
statements report information using funds. The government-wide statements focus on the sustainability and 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. These statements were prepared
using the econonic resources measurement focus and the accrual basis of accounting. Revenues, expenses, gains,
losses, assets and liabilities resulting from exchange and exchange-like transactions are recognized when the
exchange takes place. General receipts are from property and related taxes, and interest. All disbursements are
categorized either as program disbursements or interest on long-term debt.

The Statement of Activities demonstrates the degree to which the direct expenses of a given function are offset by
program revenues. Direct expenses are those that are clearly identifiable with a specific function. There are no
program revenue. Taxes and other items not properly included among program revenues are reported instead as
general revenues.



NORTH BEND URBAN RENEWAL AGENCY
(A Component Unit of The City of North Bend)

COOS COUNTY, OREGON

NOTES TO COMPONENT UNIT BASIC FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

FUND FINANCIAL STATEMENTS

The accounts are organized and operated on the basis of 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.
The minimum number of funds is maintained consistent with legal and managerial requirements.

Governmental fund financial statements are reported using the current financial resources measurement focus and
the modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable and
available (“susceptible to accrual”). Revenues are considered to be available when they are collectible within the
current period or soon enough thereafter to pay liabilities of the current period. For this purpose, the government
considers revenues to be available if they are collected within 60 days of the end of the current fiscal period, except
for property taxes which are accrued if collected within 30 days after year end. Expenditures generally are recorded
when a liability is incurred, as under accrual accounting. However, debt service expenditures are recorded only
when payment is due.

There is one major governmental fund:

GENERAL FUND

This is the primary operating fund. It accounts for all of the financial operations. The principal revenue sources
are property taxes and interest revenue.

D. BUDGETS

A budget is prepared for the governmental fund in accordance with the legal requirements set forth in the Oregon
Local Budget Law. The budget process begins early in each fiscal year with the establishment of the budget
committee. Recommendations are developed through late winter with the budget committee approving the budget
in early spring. Public notices of the budget hearing are generally published in early spring with a public hearing
being held approximately three weeks later. The budget may be amended prior to adoption. However, budgeted
expenditures for each fund may not be increased by more than ten percent. The budget is then adopted,
appropriations are made and the tax levy declared no later than June 30.

The expenditure budget is appropriated at the following levels:

LEVEL OF CONTROL
Personal Services
Materials and Services
Capital Outlay
Debt Service
Operating Contingency

Expenditures cannot legally exceed the above appropriation levels except in the case of grants which could not be
estimated at the time of budget adoption. Appropriations lapse at the fiscal year end. Management may amend line
items in the budget without Board approval as long as appropriation levels (the legal level of control) are not
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NORTH BEND URBAN RENEWAL AGENCY
(A Component Unit of The City of North Bend)

COOS COUNTY, OREGON

NOTES TO COMPONENT UNIT BASIC FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

D. BUDGETS (CONTINUED)

changed. 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.

Budget amounts shown in the basic financial statements reflect the original budget amounts. Expenditures were
within authorized appropriations.

PROPERTY TAXES AND PROPERTY TAXES RECEIVABLE

Property taxes receivable is recorded to indicate the amount of uncollected taxes that can be expected to receive in
the future. Such taxes are offset by a liability to indicate that these amounts have to been recorded as receipts. Ad
valorem property taxes are levied and become a lien on all taxable property as of July 1. Property taxes are levied
on November 15. Collection dates are November 15, February 15, and May 15. Discounts are allowed if the
amount due is received by November 15. Taxes unpaid and outstanding on May 16 are considered delinquent.
Taxes are billed and collected by Coos County and remittance is made at periodic intervals.

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 effect certain reported amounts
and disclosures. Accordingly, actual results could differ from those estimates.

RECEIVABLES AND PAYABLES

Receivables for federal and state grants, and state, county and local shared revenue are recorded as revenue is
carned. The receivables for state, county and local shared revenue are recorded in accounts receivable.

Investment earnings (e.g., accrued interest receivable) are recorded as revenue is earned on investments.

CAPITAL ASSETS

Capital assets are recorded at the original or estimated historical cost. Donated capital assets are recorded at their
estimated fair market value on the date donated. Capital assets are charged to expenditures as purchased in the
governmental funds, and capitalized and depreciated in the government-wide-statements. Capital assets are defined
as assets with an initial cost of more than $5,000 and an estimated life equal to or greater than five years. Interest
incurred during construction, maintenance and repairs that do not add to the value of the asset or materially extend
assets’ lives are not capitalized. Capital assets are depreciated using the straight-line method and infrastructure
capital assets are being depreciated over an estimated useful life of 30 years.

LONG-TERM OBLIGATIONS

Long-term obligations are reported in the government-wide financial statements as liabilities. The governmental
individual fund financial statements do not report long-term obligations because they do not require the use of
current financial resources.
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NORTH BEND URBAN RENEWAL AGENCY
(A Component Unit of The City of North Bend)

COOS COUNTY, OREGON

NOTES TO COMPONENT UNIT BASIC FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

J. NET ASSETS

Net assets comprise the various net earnings from operations, nonoperating revenues, expenses and contributions of
capital. Net assets are classified in the following three categories:

Invested in capital assets, net of related debt — consists of all capital assets, net of accumulated depreciation and
reduced by any outstanding balances of any bonds or other borrowings that are attributable to the acquisition,
construction, or improvement of those assets.

Restricted — consists of external constraints placed on asset use by creditors, grantors, contributors, or laws or
regulations of other governments or constraints imposed by law through constitutional provisions or enabling
legislation. There are no restricted assets.

Unrestricted net assets — consists of all other assets that are not included in the other categories previously
mentioned.

K. FUND EQUITY

2,

In the fund financial statements, governmental funds report reservations of fund balance for amounts that are not
available for appropriation or are legally restricted by outside parties for use for a specific purpose. Designations of
fund balance represent tentative management plans that are subject to change. There are no designated balances.

CASH AND INVESTMENTS

State statutes govern the cash management policies. Statutes authorize investment in bankers acceptances, time
certificates of deposit, repurchase agreements, obligations of the United States and its agencies and
instrumentalities, and the Oregon State Treasurer's Local Government Investment Pool.

DEPOSITS

The insurance and collateral requirements for deposits are established by banking regulations and Oregon law.
Effective July 1, 2008, state statutes (ORS 295.002) allow public officials to deposit public funds in one or more
depositories currently qualified pursuant to ORS 295.001 to 295.108. As long as the bank depository has entered
into an agreement (ORS 295.008(2)(b)) and has deposited securities pursuant to state statutes (ORS 295.015(1)),
there now may be on deposit at any one bank depository and its branches, a sum in excess of the amount insured by
the Federal Deposit Insurance Corporation.

Cash is pooled with the City of North Bend. Please refer to the City’s basic financial statements, issued under
separate cover, for additional information pertaining to the nature and collateralization of the City’s cash and

Investments.

Cash at June 30, 2009 consisted of:
Pooled Cash S 1,682,689

Total $ 1,682,689
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NORTH BEND URBAN RENEWAL AGENCY
(A Component Unit of The City of North Bend)

COOS COUNTY, OREGON

NOTES TO COMPONENT UNIT BASIC FINANCIAL STATEMENTS

2. CASH AND INVESTMENTS (CONTINUED)

Credit Risk — Deposits

In the case of deposits, this is the risk that in the event of bank failure, the deposits may not be returned. There is
no deposit policy for custodial risk. As of June 30,2009, none of the bank balance was exposed to custodial credit
risk because it was uninsured.

INVESTMENTS

The State Treasurer’s Local Government Investment Pool is not registered with the U.S. Securities and Exchange
Commission as an investment company. The Oregon Revised Statutes and the Oregon Investment Council govern
the State’s investment policies. The State Treasurer is the investment officer for the Council and is responsible for
all funds in the State Treasury. These funds must be invested, and the investments managed, as a prudent investor
would, exercising reasonable care, skill and caution. Investments in the Fund are further governed by portfolio
guidelines issued by the Oregon Short-Term Fund Board, which establish diversification percentages and specify
the types and maturities of investments. The portfolio guidelines permit securitics lending transactions as well as
investments in repurchase agreements and reverse repurchase agreements.

Amounts in the State Treasurer’s Local Government Investment Pool are not required to be collateralized. As of
June 30, 2009 the fair value of the position in the LGIP is 99.11% of the value of the pool shares as reported in the
Oregon Short Term Fund audited financial statements. There were no known violations of legal or contractual
provisions for deposits and investments during the fiscal year.

Interest Rate Risk

Oregon Revised Statutes require investments to not exceed a maturity of 18 months, except when the local
government has adopted a written investment policy that was submitted to and reviewed by the OSTFB. There are
no investments that have a maturity date that exceeds 18 months.

Credit Risk
Oregon Revised Statutes does not limit investments as to credit rating for securities purchased from US
Government Agencies or USGSE. The State Investment Pool is not rated.

Concentration Risk

Concentration risk is the risk of loss due to a large portion of investments with a single issuer. At June 30, 2009,
100% of total investments were in the State Treasurer’s Investment Pool. State statutes do not limit the percentage
of investments in this instrument.
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NORTH BEND URBAN RENEWAL AGENCY
(A Component Unit of The City of North Bend)

COOS COUNTY, OREGON

NOTES TO COMPONENT UNIT BASIC FINANCIAL STATEMENTS

3. CAPITAL ASSETS

Capital asset activity for governmental activities for the year ended June 30, 2009 were as follows:

Balance Balance
Beginning End
of Year Additions (Deletions) Of Year
Capital assets not being depreciated
Land $ 177345 $ - $ - b 177,345
Construction in progress 4,948 186,697 - 191,645
Total capital assets not being depreciated 182,293 186,697 $ - 368,990
Capital assets being depreciated
Infrastructure 725,803 - - 725,803
Less accumulated depreciation (65,729) (22,230) - (87,965)
Total capital assets being depreciated, net 660,074 (22,236) - 637,838
Govemmental activities capital assets, net $ 842,367 $ 164,461 $ - $ 1,006,828

4. LONG-TERM DEBT

Changes in long-term obligations for the year ended June 30, 2009 are as follows:

Interest
Balance Balance Due within Matured
July 1, 2008 Additions Deletions June 30, 2009 One Year and Paid

Ecomonic development loan $ 384470 $ - $ 10,740 $  373.730 $ 11,279 $ 19,300

During 2003-04, a loan agreement was entered into with the Oregon Economic & Community Development
Department to finance improvements along Harbor Avenue on the waterfront. This loan is for the original
principal amount of $400,000. During 2003-04, loan principal advances totaling $358,662 were received.
During 2004-05, the remaining loan principal advances totaling $41,338 were received. Deferred interest of
$4,433 was added to the loan principal balance during 2005-06. Annual payments of $30,040 including principal
and interest at 5.02% per annum are due December 1.

-14-



NORTH BEND URBAN RENEWAL AGENCY
(A Component Unit of The City of North Bend)

COOS COUNTY, OREGON

NOTES TO COMPONENT UNIT BASIC FINANCIAL STATEMENTS

4. LONG-TERM DEBT (CONTINUED)

Annual requirements to repay the loan are as follows:

Fiscal Principal
Year of Outstanding Matured and Paid Outstanding Future
Maturity July 1, 2008 During Year June 30, 2009 Interest
2008-09 10,740 (10,740) - -
2009-10 11,279 - 11,279 18,761
2010-11 11,845 - 11,845 18,195
2011-12 12,440 - 12,440 17,600
2012-13 13,064 - 13,064 16,976
2013-14 13,720 - 13,720 16,320
2014-19 79,649 - 79,649 70,551
2019-24 101,751 - 101,751 48,449
2024-29 129,982 - 129,982 20,214

Total $ 384,470 S (10,740) $ 373,730 $ 227,066

5. RISK MANAGEMENT

There is exposure to various risks of loss related to torts; errors and omissions; and natural disasters. The Agency
is covered by The City of North Bend’s commercial insurance to minimize its exposure to these risks. Settled
claims have not exceeded this commercial coverage.
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NORTH BEND URBAN RENEWAL AGENCY
(A Component Unit of the City of North Bend, Oregon)
COOS COUNTY. OREGON

SCHEDULE OF PROPERTY TAX TRANSACTIONS AND BALANCES
OF TAXES UNCOLLECTED
For the Year Ended June 30, 2009

ORIGINAL BALANCE
LEVY OR CASH UNCOLLECTED
BALANCE ADJUSTMENTS COLLECTIONS OR
TAX UNCOLLECTED DEDUCT TO BY COUNTY UNSEGREGATED
YEAR 7/1/08 DISCOUNTS ROLLS INTEREST TREASURER AT 6/30/09
Current:
2008-09 S 570,820 % 13,556  § (1,764 % 412§ 320,668 S 35,244
Prior Years:
2007-2008 24,302 (33) (1,403) 1,276 18,320 15,891
2006-2007 7,679 (N (90) 536 3,918 4,208
2005-20006 2,687 © (49) 354 1,765 1,228
2004-2005 807 0) (13) 186 823 157
2003-2004 & prior 493 (0) (75) 29 102 345
Total Prior 45,969 37) (1,630) 2,381 24,929 21,830
Total h 616,790 § 13,519 § (3,393) § 2,793 § 545,596 § 57,074
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NORTH BEND URBAN RENEWAL AGENCY
(A Component Unit of The City of North Bend)
COOS COUNTY, OREGON
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PAULY, ROGERS AND CO., P.C.

r ® CERTIFIED PUBLIC ACCOUNTANTS

o 12700 SW 72ND AVENUE « TIGARD, OREGON 97223
o (503) 620-2632 * FAX (503) 684-7523 Decernber 1. 2009

2008-2009 AUDITORS' COMMENTS AND DISCLOSURES

Oregon Administrative Rules 162-10-000 through 162-16-000 of the Minimum Standards for Audits of Oregon
Municipal Corporations, enumerate the basic financial statements, schedules, comments and disclosures required in
audit reports. Certain required disclosures, statements and schedules are set forth in preceding pages of this report.
Additional required comments and disclosures related to our audit of such statements and schedules are set forth as
follows:

REPORT ON INTERNAL ACCOUNTING CONTROL

We have audited the basic financial statements of the North Bend Urban Renewal Agency, for the year ended June 30,
2009, and have issued our report thereon dated December 1, 2009.

We conducted our audit in accordance with generally accepted auditing standards in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the basic
financial statements are free of material misstatements.

In planning and performing our audit of the basic financial statements of the North Bend Urban Renewal Agency, for
the year ended June 30, 2009, we obtained an understanding of the internal control structure. With respect to the
internal control structure, we obtained an understanding of the design of relevant policies and procedures and whether
they have been placed in operation, and we assessed control risk in order to determine our auditing procedures for the
purpose of expressing our opinion on the basic financial statements and not to provide an opinion on the internal
control structure. Accordingly, we do not express such an opinion.

Management is responsible for establishing and maintaining a system of internal accounting control. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected benefits and related costs of
control procedures. The objectives of a system are to provide management with reasonable, but not absolute, assurance
that assets are safeguarded against loss from unauthorized use or disposition, and that transactions are executed in
accordance with management's authorization and recorded properly to permit the preparation of the basic financial
statements in accordance with generally accepted accounting principles. Because of inherent limitations in any system
of internal accounting control, errors or irregularities may nevertheless occur and not be detected. Also, projection of
any evaluation of the system to future periods is subject to the risk that procedures may become inadequate because of
changes in conditions or that the degree of compliance with the procedures may deteriorate.

Because of a limited number of available personnel, it is not always possible to adequately segregate certain duties so
that no one individual has access to both physical assets and the related accounting records or to all phases of a
transaction. Consequently, the possibility exists that unintentional or intentional errors or irregularities could exist and
not be promptly detected.

A control deficiency 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 misstatements on a timely basis. A
significant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the ability to
initiate, authorize, record, process, or report financial data reliably in accordance with generally accepted accounting
principles such that there is more than a remote likelihood that a misstatement of the financial statements that is more
than inconsequential will not be prevented or detected by internal controls.
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REPORT ON INTERNAL ACCOUNTING CONTROL (CONTINUED)

We noted matters involving the internal control structure and its operation that we consider to be significant
deficiencies under standards established by the American Institute of Certified Public Accountants, which are noted in
our management letter dated December 1, 2009.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a
remote likelihood that a material misstatement of the financial statements will not be prevented or detected by the
internal controls. We did not consider any of the significant deficiencies noted to be material weaknesses.

Our consideration of the internal control structure would not necessarily disclose all matters in the internal control
structure that might be significant deficiencies and accordingly, would not necessarily disclose all significant
deficiencies that are also considered to be material weaknesses as defined above.

This report is intended solely for the information and use of The Board, management and the State of Oregon, Secretary

of State, Division of Audits and is not intended to be and should not be used by anyone other than these specified
parties. However, this report is a matter of public record and its distribution is not limited.

ACCOUNTING RECORDS

The accounting records are adequate for audit.

BUDGET TRANSACTIONS

There were no expenditures which exceeded authorized appropriation levels.

2008-2009 and 2009-2010 BUDGETS

The budgets adopted for the current and ensuing fiscal year were examined during the audit. Based on our testing we
are not aware of any budget preparation and adoption procedures followed that were not in compliance with the Oregon
Local Budget Law.

PUBLIC CONTRACTS AND PURCHASING

Procedures for awarding public contracts were reviewed and based on our testing appeared to be in compliance with
ORS Chapter 279.

INSURANCE AND FIDELITY BONDS

Insurance coverage appears to meet legal requirements. We do not have the professional expertise to state whether the
insurance coverage 1s adequate.

STATUTORY BONDED DEBT LIMITATION

There is no bonded debt.

INDEPENDENT ELECTED OFFICIALS

No elected official collected or received funds on behalf of the Agency.
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STATE HIGHWAY FUNDS

There were no programs funded by State Highway Funds for the year ended June 30, 2009.

COLLATERAL SECURING BANK DEPOSITS

Deposits appeared to be adequately covered by federal depository insurance or deposited at an approved depository
as identified by the Treasury throughout the year based upon our testing. Deposits in the State Local Government
Investment Pool are not required to be collateralized.

PROGRAMS FUNDED FROM OUTSIDE SOURCES

We reviewed and tested, to the extent we considered necessary in the circumstances, transactions and reports relative to
federal and state grant programs. Since there were less than $500,000 expended of federal financial awards for the year
ended June 30, 2009, it was not necessary to perform, nor did we perform, tests in accordance with the Federal Single
Audit Act, as amended (U.S. Office of Management and Budget Circular A-133).
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PAULY, ROGERS AND CO., P.C.
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