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PAULY, ROGERS AND CO., P.C.
r ® CERTIFIED PUBLIC ACCOUNTANTS

* 12700 SW 72ND AVENUE « TIGARD, OREGON 97223
* (503) 620-2632 ¢ FAX (503) 684-7523

February 2, 2007

Agency Board
Urban Renewal Agency of the City of Coos Bay
Coos Bay, Oregon

INDEPENDENT AUDITORS’ REPORT

We have audited the component unit basic financial statements of the Urban Renewal Agency of the City of Coos Bay,
as of and for the year ended June 30, 2006. These component unit basic financial statements are the responsibility of the
Agency's management. Our responsibility is to express an opinion on these component unit basic financial statements
based on our audit. The financial statements of the Urban Renewal Agency of the City of Coos Bay as of June 30, 2005
were audited by other auditors whose report dated October 7, 2005 expressed an unqualified opinion on those
statements.

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 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 opinion.

In our opinion, the basic financial statements referred to above present fairly, in all material respects, the financial
position of the Urban Renewal Agency of the City of Coos Bay, as of June 30, 2006, and the results of its operations for
the year then ended.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a whole. The
supplementary data of individual fund statements and other financial schedules, 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, is 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 on the table of contents, is not a required part of the basic
financial statements but are supplementary information required by the Governmental Accounting Standards Board.
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.
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PAULY, ROGERS AND CO., P.C.
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City of Coos Bay

Finance Department

500 Central Avenue, Coos Bay, Oregon 97420 ¢ Phone 541-269-8915
Fox 541-267-5912 ¢ bttp://www.coosbay.org

MANAGEMENT’S DISCUSSION AND ANALYSIS
Fiscal Year Ended June 30, 2006

This discussion and analysis presents the highlights of financial activities and financial position
for the Urban Renewal Agency of the Agency of Coos Bay (Agency). The analysis focuses on
significant financial issues, major financial activities and resulting changes in financial position,
budget changes and variances from the budget, and specific issues related to funds and the
economic factors affecting the Agency.

Management’s Discussion and Analysis (MD&A) focuses on current year activities and resulting
changes. Please read it in conjunction with the Agency’s financial statements (beginning on

page 8).

FINANCIAL HIGHLIGHTS

The Agency’s net assets increased by $959,804 from $444,089 to $1,403,893, primarily due to
increased tax increment revenues and less spent in the current year on capital projects than
current year general revenues.

Governmental activities revenue increased by $679,876 (71%) to $1.63 million, primarily due to
the contributions of assets to the City in the prior year. The agency also experienced increased
~tax increment revenues and interest revenue.

Overall Agency expenditures increased $245,459, due to increased capital projects. Major
expenditures for 2005-06 included $573,000 for the purchase of and upgrades to the Egyptian
Theatre, $150,000 for the Agency’s share of the Tug Irene Project, and $765,000 for debt service.

REPORT LAYOUT ‘ .
The Agency’s annual financial-report consists of several sections. Taken together they provide a
comprehensive look at the Agency. The components of the report include the following:

Management’s Discussion and Analysis. This section of the report provides financial
highlights, overview and economic factors affecting the Agency. ~
Basic Financial Statements. Includes Statement of Net Assets, Statement of Activities, fund
financial statements and the notes to.the financial statements. - Statements of Net Assets and
" “Activities focus on an entity-wide presentation using the accrual basis of accounting. - They are
" designed to be more corporate-like in that all“activities are consolidated into a total for the =
-~ Agency. ‘ : ‘

Coos Bay Boardwalk



e The Statement of Net Assets focuses on resources available for future operations. In
simple terms, this statement presents a snapshot view of the assets the Agency owns
(excluding infrastructure), the liabilities it owes and the net difference. The net
difference is further separated into amounts restricted for specific purposes and
unrestricted amounts.

e The Statement of Activities focuses on gross and net costs of the Agency programs and
the extent to which such programs rely upon general tax and other revenues. This
statement summarizes and simplifies the user’s analysis to determine the extent to which
programs are self-supporting and/or subsidized by general revenues.

e Fund financial statements focus separately on major governmental funds and proprietary
funds. Governmental fund statements follow the more traditional presentation of
financial statements. The Agency’s major governmental funds are presented in their own
column and the remaining funds are combined into a column titled “Other Governmental
Funds.” Budgetary comparison statements are presented here for the five major funds;
the Downtown Special Revenue Fund, the Empire Special Revenue Fund, the Downtown
Bond Fund, the Downtown Capital Projects Fund, and the Empire Capital Projects Fund.
The Agency had no proprietary funds or business-type activity.

e The notes to the financial statements provide additional disclosures required by
governmental accounting standards and provide information to assist the reader in
understanding the Agency’s financial condition.

Other Supplementary Information. Readers desiring additional information on non-major
funds can find it in the Combining Statements of Non-major Funds and/or the Supplementary
Information-Budgetary Comparison sections of this report. Components within this section
include:

e Combining Statements. Major funds are included within the Basic Financial Statements,
whereas non-major funds are presented here. These statements include balance sheets

and statements of revenues, expenditures and changes in fund balances.

e Budgetary Comparisons. Budgetary information for all funds, except for the five major
funds, which are presented in the Basic Financial Statements, is presented here.

o  Other Financial Schedules complete the Financial Section of the report.

Reports by independent certified public accountants. Supplemental communication on
Agency compliance and internal controls as required by Oregon statutes.



AGENCY AS A WHOLE

Government-Wide Financial Statements

Table 1
Net Assets at Fiscal Year-End
(in millions)
Governmental
Activities
2006 2005
Cash and investments $6.25 $6.26
Other assets 0.00 0.04
Capital assets 1.90 1.33
Receivables .07 0.08
Total assets 8.22 7.71
Other liabilities .50 0.48
Long term debt outstanding 6.32 6.79
Total liabilities 6.82 7.27
Net assets:
Unrestricted 1.40 0.44
Total net assets $1.40 $0.44

Statement of Net Assets at June 30, 2006:
During fiscal year 2005-06 several events changed the balance of net assets. An explanation of
each follows.

Governmental Activities

The Agency’s net assets increased by $959,804 from $444,089 to $1,403,893, primarily due to
increased tax increment revenues and less spent in the current year on capital projects than
current year general revenues. The Agency transfers most assets to the City of Coos Bay as a
contribution, while the Agency retains the long-term debt not scheduled to be fully retired until
December 2017.

Business-type Activities
There were no business-type activities during the year.

A portion of the year-end net assets is restricted for specific purposes. The restrictions represent
legal or contractual limitations on how the assets may be expended. Within the governmental
activities category are bond proceeds limited for capital projects and taxes limited to repayment
of debt.



Statement of Activities for the Year Ended June 30, 2006:

Table 2
Governmental Activities
For Fiscal Year Ending June 30, 2006

(in millions)
Governmental
Activities
2006 2005

REVENUES
Program revenues

Grants and contributions $0.00 $0.05
General revenues

Taxes 1.22 1.17

Interest 0.27 0.15

Property sales/disposals 0.00 0.06

Contributions/transfers 0.00 (0.50)

Other 0.14 0.02

Total revenues 1.63 0.95
EXPENSES

Governmental activities 0.67 0.43

Total expenses 0.67 0.43

Increase in net assets 0.96 0.52
Beginning net assets 0.44 (0.08)
Ending net assets $1.40 $0.44

Governmental Activities
Governmental activities revenue increased by $729,876 (80%) to $1.63 million, primarily due to
increased tax increment revenue and interest revenue.

Overall Agency expenditures increased $245,459, due to increased capital projects. Major
expenditures for 2005-06 included $573,000 for the purchase of and upgrades to the Egyptian
Theatre, $150,000 for the Agency’s share of the Tug Irene Project, and $765,000 for debt service.

BUDGETARY HIGHLIGHTS

The Agency’s total appropriations decreased by approximately $250,000 from $8.5 million to
$8.25 million. This was due primarily to a decrease in funds available for capital projects in the
Downtown District. Actual operating costs in all funds were 20% of the final budget.



CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

As of June 30, 2006 the Agency had invested $1.90 million in capital assets as reflected in the
following table, which represents a net increase (additions and depreciation) of $546,311.

Table 3
Capital Assets at Fiscal Year-End
(Net of Depreciation)

(in millions)
Governmental
Activities
2006 2005
Land & improvements $1.31 $1.31
Buildings & improvements .57 0.00
Equipment 0.02 0.02
Total $1.90 $1.33

The following table reconciles the change in capital assets. Additions include assets acquired
during the fiscal year. Reductions are for depreciation.

Table 4
Change in Capital Assets
(in millions)
Governmental
Activities
Beginning balance $1.333
Additions 0.571
Retirement 0.000
Depreciation (0.006)
Ending balance $1.898

Assets from governmental activities increased by a net of $546,311. Offsetting additions were
depreciation.



Debt Outstanding
As of year-end, the Agency had $6.8 million in debt outstanding compared to $7.2 million last
year. $460,732 of the debt outstanding at June 30, 2006 is due within one year.

Table 5
Outstanding Debt at Fiscal Year End
(in millions)
Totals
2006 2005
Governmental:
Tax increment bonds payable $6.8 $7.2
Total $6.8 $7.2

Debt of the Agency has not been rated.

For more detailed information on the Agency’s debt and amortization terms refer to pages 21-22
of the notes.

ECONOMIC FACTORS

Like all municipalities in Oregon, the Agency is indirectly operating under Measure 50, the ad
valorem tax limitation measure approved by voters on May 20, 1997. This measure rolled back
assessed values to 1995-96 levels and effectively limited increased property tax revenues in
future years to a maximum of 3 percent, with permitted allowances for increasing valuations
based on new construction. No substantive changes to the basic provisions of Measure 50 have
been enacted during subsequent Oregon Legislative sessions. However, as an urban renewal
agency, the Agency receives tax increment revenues; calculated on the assessed value over the
frozen base, which was set at the time the urban renewal district was formed.

The economic conditions nationwide have little impact on the Agency’s primary source of
revenue, property taxes, because of the above mentioned tax limitations. Tax increment revenues
continue to increase over 3% per year.

FINANCIAL CONTACT

The Agency’s financial statements are designed to present users (citizens, taxpayers, customers,
investors, and creditors) with a general overview of the Agency’s finances and to demonstrate the
Agency’s accountability. If you have questions about the report or need additional financial
information, please contact the City of Coos Bay’s Finance Director at 500 Central Avenue, Coos
Bay, Oregon 97420.

k City of Coos Bay
Finance Director
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URBAN RENEWAL AGENCY OF THE CITY OF COOS BAY
(A Component Unit of the City of Coos Bay, Oregon)
COOS COUNTY, OREGON

STATEMENT OF NET ASSETS
June 30, 2006

ASSETS
Cash and cash equivalents
Receivables
Taxes
Accounts
Capital Assets, net of accumulated depreciation

Total Assets

LIABILITIES:
Accounts Payable
Interest Payable
Noncurrent Liabilities
Due within one year
Bonds payable
Due in more than one year
Bonds payable

Total Liabilities

NET ASSETS:
Unrestricted

Total Net Assets

See accompanying notes to basic financial statements

-8-

$

6,248,751

76,171
1,201
1,897,982

8,224,105

7,518
25,375

460,732

6,326,587

6,820,212

1,403,893

1,403,893




URBAN RENEWAL AGENCY OF THE CITY OF COOS BAY
(A Component Unit of the City of Coos Bay, Oregon)
COOS COUNTY. OREGON

STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2006

FUNCTION REVENUES
NET (EXPENSE)
CHARGES OPERATING REVENUE AND
FOR GRANTS AND CHANGES IN
FUNCTIONS EXPENSES SERVICES CONTRIBUTIONS NET ASSETS
Public Works $ 350,761 $ - $ - 8 (350,761)
Interest on Long-term debt 324,823 - - (324,823)
Total Governmental Activities $ 675,584  $ - $ - (675,584)
General Revenues:
Property Taxes 1,224,095
Income Not Restricted to Specific Programs:
Rent Income 2,400
Investment earnings 272,030
Reimbursements 136,863
Total General Revenues 1,635,388
Changes in Net Assets 959,804
Net Assets - Beginning 444,089
Net Assets - Ending $ 1,403,893

See accompanying notes to basic financial statements

9.
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URBAN RENEWAL AGENCY OF THE CITY OF COOS BAY
(A Component Unit of the City of Coos Bay, Oregon)

COOS COUNTY, OREGON

BALANCE SHEET - GOVERNMENTAL FUNDS

June 30, 2006

ASSETS:
Cash and Investments
Receivables, net
Accounts
Taxes

Total Assets
LIABILITIES AND FUND EQUITY:
Liabilities:

Accounts Payable
Deferred Revenue

Total Liabilities

Fund Equity:
Reserved for Capital Projects
Reserved for Debt Service
Unreserved

Total Fund Equity

Total Liabilities and Fund Equity

-10-

GOVERNMENTAL FUND TYPES

DOWNTOWN EMPIRE

SPECIAL SPECIAL DOWNTOWN
REVENUE REVENUE BOND

$ 851,060 $ 466,030 $ -

51,484 24,687 -

$ 902,544 $ 490,717 $ -

32,140 15211 -

32,140 15,211 ;

870,404 475,506 -

870,404 475,506 -

$ 902,544 $ 490,717 $ -




DOWNTOWN EMPIRE
CAPITAL CAPITAL OTHER TOTAL

PROJECT PROJECT GOVERNMENTAL  GOVERNMENTAL
$ 3,460,427 $ 312,070 1,159,164 $ 6,248,751
- - 1,201 1,201

- - - 76,171

$ 3460427 $ 312,070 1,160,365 $ 6,326,123

7,252 266 - 7518

- - - 47,351

7,252 266 - 54,869

3,453,175 311,804 192 3,765,171

- - 765,231 765,231

- - 394,942 1,740,852

3,453,175 311,804 1,160,365 6,271,254

$ 3,460,427 $ 312,070 1,160,365 $ 6,326,123

-10A-



URBAN RENEWAL AGENCY OF THE CITY OF COOS BAY
(A Component Unit of the City of Coos Bay, Oregon)
COOS COUNTY, OREGON

RECONCILIATION OF BALANCE SHEET OF GOVERNMENTAL FUNDS
TO STATEMENT OF NET ASSETS
JUNE 30, 2006

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 funds. The statement of
net assets includes those capital assets among the assets of the
City as a whole.

Net Capital Assets
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 to pay for current-period
expenditures and therefore are deferred in the funds.

Unearned Revenue

6,271,254

1,897,982

(6,787,319)
(25,375)

47,351

Total Net Assets $

1,403,893

See accompanying notes to basic financial statements.

-11-



This Page Intentionally Left Blank



URBAN RENEWAL AGENCY OF THE CITY OF COOS BAY

(A Component Unit of the City of Coos Bay, Oregon)
COOS COUNTY, OREGON

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES

IN FUND BALANCES - GOVERNMENTAL FUNDS
For the Year Ended June 30, 2006

DOWNTOWN EMPIRE
SPECIAL SPECIAL DOWNTOWN
REVENUE REVENUE BOND
REVENUES:
Taxes $ 841,472  $ 414,698 -
Reimbursements - - -
Interest on Investments 35,892 19,004 -
Lease Revenue - - -
Total Revenues 877,364 433,702 -
EXPENDITURES:
Current:
Material and Services - - -
Capital Outlay - - -
Debt Service - - 525,520
Total Expenditures - - 525,520
Excess of Revenues, Over -Under Expenditures 877,364 433,702 (525,520)
OTHER FINANCING SOURCES (USES)
Transfers In - - 525,520
Transfers Out (525,520) (239,711) -
Total other financing sources (uses) (525,520) (239,711) 525,520
Net Change in Fund Balance 351,844 193,991 -
Beginning Fund Balance 518,560 281,515 -
Ending Fund Balance $ 870,404  $ 475,506 -

See accompanying notes to basic financial statements.

-12-



DOWNTOWN EMPIRE
CAPITAL CAPITAL OTHER TOTAL

PROJECT PROJECT GOVERNMENTAL  GOVERNMENTAL

$ -8 -8 - % 1,256,170
136,863 - - 136,863

177,442 23,841 15,847 272,026

) ] 2,400 2,400

314,305 23,841 18,247 1,667,459

58,511 28,611 - 87,122

802,967 25,806 - 828,773

- - 239,711 765,231

861,478 54,417 239,711 1,681,126
(547,173) (30,576) (221,464) (13,667)

- - 239,711 765,231
- - - (765,231)

- - 239,711 -
(547,173) (30,576) 18,247 (13,667)
4,000,348 342,380 1,142,118 6,284,921

$ 3,453,175 § 311,804 8 1,160,365 $ 6,271,254

-12A-



URBAN RENEWAL AGENCY OF THE CITY OF COOS BAY
(A Component Unit of the City of Coos Bay, Oregon)
COOS COUNTY, OREGON

RECONCILIATION OF STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES - GOVERNMENTAL FUNDS TO STATEMENT OF ACTIVITIES
For the year ended June 30, 2006

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

Excess of Revenues over Expenditures $ (13,667)

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 outlays exceeded depreciation in the current period.

Capital Asset Additions $ 570,831
Depreciation Expense (6,520)
Net Adjustment 564,311

Under the modified accrual basis of accounting used in the governmental funds.
expenditures are not recognized for transactions that are not normally paid with
expendable available financial resources. In the statement of activities, however,
which is presented on the accrual basis of accounting, expenses and liabilities
are reported regardless of when financial resources are available. This
adjustment combines the net changes in liability balances between years.

Long term debt principal payments 440,408
Interest payable 827

Revenues in the statement of activities that do not provide current financial
resources are not reported as revenues in the funds. This adjustment
combines the net changes in deferred taxes between years.

Property Taxes (32,075)

Change in Net Assets $ 959,804

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



URBAN RENEWAL AGENCY OF THE CITY OF COOS BAY
(A Component Unit of The City of Coos Bay)

COOS COUNTY, OREGON

NOTES TO COMPONENT UNIT BASIC FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The Urban Renewal Agency of Coos Bay, 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 of the Agency’s accounting policies are described below.

A. THE FINANCIAL REPORTING ENTITY

The Urban Renewal Agency of the City of Coos Bay (Agency) was formed December, 1966, under the provisions
of the Oregon Revised Statutes (ORS). The Agency operates under a Board-Manager form of government and
provides specific projects located in the Urban Renewal District.

The Urban Renewal Agency of the City of Coos Bay, a component unit of the City of Coos Bay, is a municipal
corporation governed by an appointed seven member board. Generally accepted accounting principles, in the
United States of America, require that these basic financial statements present the Urban Renewal Agency of the
City of Coos Bay and all component units, if any. 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. The Urban Renewal Agency of the City of Coos Bay has
no component units. The Urban Renewal Agency of the City of Coos Bay is a component unit of the City of Coos
Bay because the Coos Bay City Council exercises oversight authority over the Agency as demonstrated by the
designation of the Agency’s Board Members and economic dependency.

B. BASIS OF PRESENTATION

GOVERNMENT-WIDE FINANCIAL STATEMENTS (GWES)

The government-wide statements report information on the Agency irrespective of fund activity, and the fund
financial statements report information using the Agency’s funds. The government-wide statements focus on the
sustainability of the Agency as an entity 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 economic 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 the sale of bonds, property and related taxes, and interest. All disbursements of the
Agency are categorized as program disbursements and interest on long-term debt.

FUND FINANCIAL STATEMENTS

The accounts of the Agency 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.

-14-



URBAN RENEWAL AGENCY OF THE CITY OF COOS BAY
(A Component Unit of The City of Coos Bay)

COOS COUNTY, OREGON

NOTES TO COMPONENT UNIT BASIC FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. BASIS OF PRESENTATION (CONTINUED)

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. 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. Expenditures generally are
recorded when a liability is incurred, as under accrual accounting. However, debt service expenditures, as well as
expenditures related to compensated absences and claims and judgments, are recorded only when payment is due.

Financial operations of the Agency are accounted for in the following major governmental funds:

DOWNTOWN SPECIAL REVENUE

This fund is used to account for the Downtown Area of the Agency’s urban renewal property tax increment
revenues, and earnings on investments, some of which is to be transferred to the Agency’s Downtown Debt Service
Fund for bonded debt retirement.

EMPIRE SPECIAL REVENUE

This fund is used to account for the Empire Area of the Agency of the City of Coos Bay’s urban renewal property
tax increment revenues, and earnings on investments, some of which is to be transferred to the Agency’s Empire
Debt Service Fund for bonded debt retirement.

DOWNTOWN BOND

This fund is used to accumulate monies transferred in from the Downtown Special Revenue Fund to service the
Agency’s downtown area’s urban renewal debt.

DOWNTOWN CAPITAL PROJECTS

This fund is used to account for capital projects within the Downtown Area of the Agency financed by proceeds
from the issuance of the Agency’s Downtown Urban Renewal Bonds.

EMPIRE CAPITAL PROJECTS

This fund is used to account for capital projects within the Empire Area of the Agency financed by proceeds from
the issuance of the Agency’s Empire Urban Renewal Bonds.

Additionally, the Agency reports the following non-major funds within the governmental fund type.

EMPIRE BOND

This fund is used to accumulate monies transferred in from the Empire Special Revenue Fund to service the Urban
Renewal Agency of the City of Coos Bay Empire Area’s urban renewal debt.

~-15-



URBAN RENEWAL AGENCY OF THE CITY OF COOS BAY
(A Component Unit of The City of Coos Bay)

COOS COUNTY, OREGON

NOTES TO COMPONENT UNIT BASIC FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. BASIS OF PRESENTATION (CONTINUED)

DOWNTOWN PROGRAM

This fund is used to account for lease revenue from real property owned by the Agency in the downtown district.
These monies are to be utilized to benefit the Downtown Renewal District.

EMPIRE PROPERTY IMPROVEMENTS

This fund accounts for the Agency’s rent revenues from two commercial real properties leased to a non-profit
corporation. The monies are to be utilized for improvements to public property in the Empire Urban Renewal
District.

DOWNTOWN BOND RESERVE

This fund is used to account for designated funds earmarked from a portion of proceeds from the City of Coos Bay
Downtown Area’s urban renewal bond issuance that are restricted to satisfy future urban renewal debt obligation
requirements in accordance with bond covenants.

EMPIRE BOND RESERVE

This fund is used to account for designated funds earmarked from a portion of proceeds from the City of Coos Bay
Empire Area’s urban renewal bond issuance that are restricted to satisfy future urban renewal debt obligation
requirements in accordance with bond covenants.

EMPIRE PROGRAM

This fund is used to account for lease revenue from real property owned by the Urban Renewal Agency of the City
of Coos Bay in the empire district and account for proceeds from sale of property within the disctrict. These
monies are to be utilized to benefit the Downtown Renewal District.

C. BUDGETS

A budget is prepared for each governmental fund type in accordance with the legal requirements set forth in the
Oregon Local Budget Law. The Agency begins its budget process 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 Agency may amend the budget 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.
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URBAN RENEWAL AGENCY OF THE CITY OF COOS BAY
(A Component Unit of The City of Coos Bay)

COOS COUNTY, OREGON

NOTES TO COMPONENT UNIT BASIC FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. BUDGETS (CONTINUED)

The expenditure budgets are appropriated at the following levels:

LEVEL OF CONTROL

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
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 and final budget amounts. Expenditures
in all funds were within authorized appropriations.

D. PROPERTY TAXES AND PROPERTY TAXES RECEIVABLE

Property taxes receivable is recorded to indicate the amount of uncollected taxes that the Agency can expect 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 to the Agency is made at periodic
intervals.

E. 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.
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URBAN RENEWAL AGENCY OF THE CITY OF COOS BAY
(A Component Unit of The City of Coos Bay)

COOS COUNTY, OREGON

NOTES TO COMPONENT UNIT BASIC FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

RECEIVABLES AND PAYABLES

Activity between funds that are representative of lending and borrowing arrangements outstanding at the end of the
fiscal year are referred to as “due to \ from other funds”. Receivables for federal and state grants, and state, county
and local shared revenue are recorded as revenue in all funds as earned. 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 in all fund types as earned on
mvestments.

. 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. The Agency defines
capital assets 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 over the following useful lives:

Land Improvements 10 — 50 years
Buildings 25 — 50 years
Building Improvements 20 — 40 years
Equipment and machinery 5 —15 years

Infrastructure 25 — 40 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.

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.
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URBAN RENEWAL AGENCY OF THE CITY OF COOS BAY
(A Component Unit of The City of Coos Bay)

COOS COUNTY, OREGON

NOTES TO COMPONENT UNIT BASIC FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

I.__NET ASSETS(CONTINUED)

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

J. FUND EQUITY

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.

2. CASH AND INVESTMENTS

State statutes govern the Agency's cash management policies. Statutes authorize the Agency to invest 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

State statutes require that the Agency obtain from its depositories, a certificate of participation for the full amount
of the Agency's deposits. The depositories are required to pledge, with an independent pool manager, securities in
the Agency's name equal to twenty-five percent of the face value of the certificate of participation issued to the
Agency. The Agency's deposits at year-end were covered, as required by law, by federal depository insurance or by
certificates of participation held by the pool manager.

The Agency’s cash is pooled with the City of Coos Bay. 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
nvestments.

Cash at June 30, 2006 consisted of:

Pooled Cash 3 6,248,751
Total $ 6,248,751
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 securities lending transactions as well as
investments in repurchase agreements and reverse repurchase agreements. The fund was in compliance with all
portfolio guidelines at June 30, 2006.
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URBAN RENEWAL AGENCY OF THE CITY OF COOS BAY
(A Component Unit of The City of Coos Bay)

COOS COUNTY, OREGON

NOTES TO COMPONENT UNIT BASIC FINANCIAL STATEMENTS

2. CASH AND INVESTMENTS (CONTINUED)

Amounts in the State Treasurer’s Local Government Investment Pool are not required to be collaterized. There is
no material difference between the fair value of the Agency’s position in the State Treasurer’s Local Government
Investment Pool and the value of the pool shares at June 30, 2006.There were no known Vlolatlons 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. The
Agency does not have any investments that have a maturity date.

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 of Credit Risk
At June 30, 2006, the Agency had 100% of total investments in the State Treasurer’s Investment Pool. State
statutes do not limit the percentage of investments in this instrument.

3. PROPERTY TAX LIMITATIONS

The State of Oregon imposes a constitutional limit on property taxes for schools and nonschool government
operations. The limitation provides that property taxes for nonschool operations are limited to $10.00 for each
$1,000 of property market value. This limitation does not apply to taxes levied for principal and interest on general
obligation bonded debt.

The State further reduced property taxes by replacing the previous constitutional limits on tax bases with a rate and
value limit in 1997. This reduction 1s accomplished by rolling property values back to their 1995-96 values less
10% and limiting future tax value growth of each property to no more than 3% per year, subject to certain
exceptions. Taxes levied to support bonded debt are exempted from the reductions.

The State Constitution sets restrictive voter approval requirements for most tax and many fee increases and new
bond issues.
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URBAN RENEWAL AGENCY OF THE CITY OF COOS BAY
(A Component Unit of The City of Coos Bay)

COOS COUNTY, OREGON

NOTES TO COMPONENT UNIT BASIC FINANCIAL STATEMENTS

4. CAPITAL ASSETS

Capital asset activity for governmental activities for the year ended June 30, 2006 were as follows:

Beginning : Ending
Description Balance Increases Decreases Balance

Governmental Activities
Capital assets not depreciated $ 1,315976 $ - $ - $ 1,315,976

Land and improvements
Total Capital assets not depreciated 1,315,976 - - 1,315,976

Other capital assets at historical cost

Buildings and improvements - 570,831 - 570,831
Equipment and machinery 27,222 - - 27,222
Total other capital assets at historical cost 27,222 570,831 - 598,053

Less Accumulated Depreciation

Buildings and improvements - (3,798) - (3,798)
Equipment and machinery (9,527) (2,722) - (12,249)
Total accumulated depreciation (9,527) (6,520) - (16,047)
Other capital assets, net 17,695 564,311 - 582,006
Governmental activities capital assets, net $ 1,333,671 $ 564,311 $ - $ 1,897,982

Depreciation expense for governmental activities is charged to functions as follows:
Public Works $ 6,520

Total depreciation for governmental activities $ 6,520
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URBAN RENEWAL AGENCY OF THE CITY OF COOS BAY
(A Component Unit of The City of Coos Bay)

COOS COUNTY, OREGON

NOTES TO COMPONENT UNIT BASIC FINANCIAL STATEMENTS

5. LONG-TERM DEBT

The Agency issued $5,700,000 urban renewal current refunding bonds on January 24, 2003, which are payable
from the tax increment revenues of the Downtown Urban Renewal Area. The future requirements for amortization
of these outstanding urban renewal bonds as of June 30, 2006, are as follows:

Issue of January 24, 2003 (Series 2003 A)

Fiscal Year Total Principal Interest

2006-07 $ 525520 § 316,406 § 209,114
2007-08 525,520 330,484 195,036
2008-09 525,520 346,257 179,263
2009-10 525,520 362,235 163,285
2010-2011 525,520 378,951 146,569
2011-2016 2,627,600 2,173,231 454,369
2016-2018 788,281 753,607 34,674
Total $ 6,043,481 $4,661,171 $ 1,382,310

Interest Rate: Fixed annual rate of 4.5%

The Agency issued $2,600,000 urban renewal current refunding bonds on January 24, 2003, which are payable
from the tax increment revenues of the Empire Urban Renewal Area. The future requirements for amortization of
these outstanding urban renewal bonds as of June 30, 2006, are as follows:

Issue of January 24, 2003 (Series 2003 A)

Fiscal Year Total Principal Interest

2006-07 § 239,711 § 144,326 $§ 95,385
2007-08 239,711 150,747 88,964
2008-09 239,711 157,942 81,769
2009-10 239,711 165,230 74,481
2010-2011 239,711 172,855 66,856
2011-2016 1,198,555 991,289 207,266
2016-2018 359,566 343,759 15,807
Total $ 2,756,676  $2,126,148 § 630,528

Interest Rate: Fixed annual rate of 4.5%
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URBAN RENEWAL AGENCY OF THE CITY OF COOS BAY
(A Component Unit of The City of Coos Bay)

COOS COUNTY, OREGON

NOTES TO COMPONENT UNIT BASIC FINANCIAL STATEMENTS

5. LONG-TERM DEBT (CONTINUED)

Changes in Long-term liabilities during the year are as follows:

Balance Additions Balance
7/1/2005 (Reductions) 6/30/2006

Urban Renewal Bonds

Downtown (Series 1/23/03 A) $4,963,620 $ (302,449) $ 4,661,171
Empire (Series 1/24/03 A) 2,064,107 (137,959) 2,126,148
Total $7,227.727 $ (440,408) $ 6,787,319

The following is a summary of interest coupon transactions for the year ended June 30, 2006.

Matured Matured
Outstanding Outstanding
7/1/2005 Matured Redeemed 6/30/2006
Urban Renewal Bonds
Downtown (Series 1/23/03 A) $ - $§ 223,071 $ 223,071 $ -
Empire (Series 1/24/03 A) - 101,752 101,752 -
Total 3 - $ 324,823 $ 324,823 $ -

6. RISK MANAGEMENT

The Agency is exposed to various risks of loss related to torts; errors and omissions; and natural disasters. The
Agency is covered by The City of Sisters’ commercial insurance to minimize its exposure to these risks. Settled
claims for the Agency has not exceeded this commercial coverage.

7. INTERNAL TRANSFERS

The composition of interfund transfers as of June 30, 2006, is as follows:

Downtown Empire
Bond Bond
Transfer Out from: Fund Fund Total
Downtown Special Revenue $ 525,520 % - $ 525,520
Empire Special Revenue - 239,711 239,711
Total Transfers $ 525,520 § 239,711 $ 765,231

The internal transfers are budgeted and recorded to show legal and operational commitments between funds.
The Special Revenue Funds transfers to the Bond Funds are for debt service payments.
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URBAN RENEWAL AGENCY OF THE CITY OF COOS BAY
(A Component Unit of the City of Coos Bay, Oregon)
COOS COUNTY. OREGON

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
ACTUAL AND BUDGET
For the Year Ended June 30, 2006

DOWNTOWN SPECIAL REVENUE FUND

VARIANCE
ORIGINAL FINAL WITH FINAL
BUDGET BUDGET ACTUAL BUDGET
REVENUES:
Property Taxes $ 770,000 $ 770,000 $ 841,472 $ 71,472
Interest on Investments 8,000 8,000 35,892 27,892
Total Revenues 778,000 778,000 877,364 99,364
EXPENDITURES:
Debt Service 732,480 732,480 (1) - 732,480
Total Expenditures 732,480 732,480 - 732,480
Excess of Revenues, Over (Under) Expenditures 45,520 45,520 877,364 831,844
Other Financing Sources
Transfers Out (525,520) (525,520) (1)  (525,520) -
Net Change in Fund Balance (480,000) (480,000) 351,844 831,844
Beginning Fund Balance 480,000 480,000 518,560 38,560
Ending Fund Balance $ - $ - § 870,404 $ 870,404

(1) Appropriation Level
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URBAN RENEWAL AGENCY OF THE CITY OF COOS BAY
(A Component Unit of the City of Coos Bay, Oregon)
COOS COUNTY. OREGON

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
ACTUAL AND BUDGET
For the Year Ended June 30, 2006

EMPIRE SPECIAL REVENUE FUND

VARIANCE
ORIGINAL FINAL WITH FINAL
BUDGET BUDGET ACTUAL BUDGET
REVENUES:
Property Taxes $ 377,000 $ 377,000 $ 414,698 $ 37,698
Interest on Investments 4,000 4,000 19,004 15,004
Total Revenues $ 381,000 $ 381,000 $ 433,702 $ 52,702
EXPENDITURES:
Debt Service 401,289 401,289 - 401,289
Total Expenditures 401,289 401,289 (1) - 401,289
Excess of Revenues Over, (Under) Expenditures (20,289) (20,289) 433,702 453,991
Other Financing Sources, (Uses)
Transfers Out (239,711) (239,711) (1) (239,711) -
Total Other Financing Sources, (Uses) (239,711) (239,711) (239,711) -
Net Change in Fund Balance : (260,000) (260,000) 193,991 453,991
Beginning Fund Balance 260,000 260,000 281,515 21,515
Ending Fund Balance $ - $ - $ 475,506 $ 475,506

(1) Appropriation Level
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URBAN RENEWAL AGENCY OF THE CITY OF COOS BAY
(A Component Unit of the City of Coos Bay, Oregon)
COO0S COUNTY, OREGON

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
ACTUAL AND BUDGET
For the Year Ended June 30, 2006

DOWNTOWN BOND FUND
VARIANCE
ORIGINAL FINAL WITH FINAL
BUDGET BUDGET ACTUAL BUDGET
EXPENDITURES:
Debt Service
Principal $ 302,449 $ 302,449 $ 302,449 $
Interest 223,071 223,071 223,071
Total Expenditures 525,520 525,520 (1) 525,520
Other Financing Sources
Transfers In 525,520 525,520 525,520
Net Change in Fund Balance - - -
Beginning Fund Balance - - -
Ending Fund Balance $ - $ - $ - $

(1) Appropriation Level
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URBAN RENEWAL AGENCY OF THE CITY OF COOS BAY
(A Component Unit of the City of Coos Bay, Oregon)
COOS COUNTY, OREGON

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
ACTUAL AND BUDGET
For the Year Ended June 30, 2006

DOWNTOWN CAPITAL PROJECTS FUND

VARIANCE
ORIGINAL FINAL WITH FINAL
BUDGET BUDGET ACTUAL BUDGET
REVENUES:
Grants $ 200,000 $ 200,000 $ - $ (200,000)
Reimbursements - - 136,863 136,863
Interest on Investments 60,000 60,000 177,442 117,442
Total Revenues 260,000 260,000 314,305 54,305
EXPENDITURES:
Materials and Services 260,000 260,000 (1) 58,511 201,489
Capital Outlay 3,880,000 3,880,000 (1) 802,967 3,077,033
Total Expenditures 4,140,000 4,140,000 861,478 3,278,522
Net Change in Fund Balance (3,880,000) (3,880,000) (547,173) 3,332,827
Beginning Fund Balance 3,880,000 3,880,000 4,000,348 120,348
Ending Fund Balance $ - $ - $ 3,453,175 $ 3,453,175

(1) Appropriation Level
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URBAN RENEWAL AGENCY OF THE CITY OF COOS BAY
(A Component Unit of the City of Coos Bay, Oregon)
COOS COUNTY, OREGON

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
ACTUAL AND BUDGET
For the Year Ended June 30, 2006

EMPIRE CAPITAL PROJECTS FUND

VARIANCE
ORIGINAL FINAL WITH FINAL
BUDGET BUDGET ACTUAL BUDGET
REVENUES:
Interest on Investments $ 4,000 $ 4,000 $ 23,841 $ 19,841
Total Revenues 4,000 4,000 23,841 19,841
EXPENDITURES:
Materials and Services 31,000 31,000 (1) 28,611 2,389
Capital Outlay 288,000 288,000 (1) 25,806 262,194
Total Expenditures 319,000 319,000 54,417 264,583
Net Change in Fund Balance (315,000) (315,000) (30,576) 284,424
Beginning Fund Balance 315,000 315,000 342,380 27,380
Ending Fund Balance $ - $ - $ 311,804 $ 311,804

(1) Appropriation Level
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URBAN RENEWAL AGENCY OF THE CITY OF COOS BAY
(A Component Unit of The City of Coos Bay)

COOS COUNTY, OREGON
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URBAN RENEWAL AGENCY OF THE CITY OF COOS BAY
(A Component Unit of the City of Coos Bay, Oregon)
COOS COUNTY, OREGON

COMBINING BALANCE SHEET
NON MAJOR GOVERNMENTAL FUNDS
June 30, 2006

SPECIAL REVENUE
EMPIRE DOWNTOWN
PROGRAM PROGRAM
ASSETS:

Cash and Investments $ 387,691 $ 6,050
Accounts Receivable 1,201 -
Total Assets $ 388,892 $ 6,050

FUND EQUITY:

Fund Equity:
Reserve for Debt Service - -
Reserve for Capital Projects - -
Unreserved, reported in special revenue funds 388,892 6,050
Total Fund Equity 388,892 6,050
Total Liabilities and Fund Equity $ 388,892 § 6,050
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DEBT SERVICE CAPITAL PROJECT

DOWNTOWN EMPIRE EMPIRE TOTAL
EMPIRE BOND BOND PROPERTY NONMAJOR

BOND RESERVE RESERVE IMPROVEMENT  GOVERNMENTAL
- $ 525,520 $ 239,711 $ 192§ 1,159,164

- : - - 1,201

- $ 525,520 $ 239,711 $ 192§ 1,160,365

- 525,520 239,711 - 765,231

- - - 192 192

- - - - 394,942

- 525,520 239,711 192 1,160,365

- § 525,520 $ 239,711 $ 192§ 1,160,365
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URBAN RENEWAL AGENCY OF THE CITY OF COOS BAY

(A Component Unit of the City of Coos Bay, Oregon)

COOS COUNTY, OREGON

COMBINING SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES - NON MAJOR GOVERNMENTAL FUNDS

For the Year Ended June 30, 2006

REVENUES:
Lease Revenue
Interest on Investments

Total Revenues

EXPENDITURES:
Debt Service

Total Expenditures
Excess of Revenues Over, (Under) Expenditures

OTHER FINANCING SOURCES (USES)
Transfers In

Total other financing sources (uses)
Net Change in Fund Balance
Beginning Fund Balance

Ending Fund Balance

-30-

SPECIAL REVENUE
EMPIRE DOWNTOWN
PROGRAM PROGRAM

- $ 2,400

15,652 195

15,652 2,595

15,652 2,595

15,652 2,595

373,240 3,455
388,892 $ 6,050




DEBT SERVICE CAPITAL PROJECT

DOWNTOWN EMPIRE EMPIRE TOTAL
EMPIRE BOND BOND PROPERTY NONMAJOR

BOND RESERVE RESERVE IMPROVEMENT GOVERNMENTAL

- % - % -8 -5 2,400

) ; ; - 15,847

; . - - 18,247

239,711 - - - 239,711

239,711 - - - 239,711
(239,711) - - - (221,464)

239,711 - - - 239,711

239,711 - - - 239,711

] ) - - 18,247

- 525,520 239,711 192 1,142,118

- 5 525,520 $ 239,711 $ 192§ 1,160,365
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URBAN RENEWAL AGENCY OF THE CITY OF COOS BAY
(A Component Unit of the City of Coos Bay, Oregon)
COOS COUNTY, OREGON

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
ACTUAL AND BUDGET
For the Year Ended June 30, 2006

EMPIRE PROGRAM FUND
VARIANCE
ORIGINAL FINAL WITH FINAL
BUDGET BUDGET ACTUAL BUDGET
REVENUES:
Property Sales $ 250,000 $ 250,000 $ - $ (250,000)
Interest on Investments 2,000 2,000 15,652 13,652
Total Revenues 252,000 252,000 15,652 (236,348)
EXPENDITURES:
Materials and Services 10,000 10,000 (1) - 10,000
Capital Outlay 346,000 346,000 (1) - 346,000
Total Expenditures 356,000 356,000 - 356,000
Excess of Revenues Over, (Under) Expenditures (104,000) (104,000) 15,652 119,652
Other Financing Sources
Transfers In - - - -
Net Change in Fund Balance (104,000) (104,000) 15,652 119,652
Beginning Fund Balance 104,000 104,000 373,240 269,240
Ending Fund Balance $ - $ - $ 388,892 $ 388,892

(1) Appropriation Level
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URBAN RENEWAL AGENCY OF THE CITY OF COOS BAY
(A Component Unit of the City of Coos Bay, Oregon)
COOS COUNTY, OREGON

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
ACTUAL AND BUDGET
For the Year Ended June 30, 2006

DOWNTOWN PROGRAM FUND

VARIANCE
ORIGINAL FINAL WITH FINAL
BUDGET BUDGET ACTUAL BUDGET
REVENUES:
Lease Revenue $ 2,400 $ 2,400 $ 2,400 -
Interest on Investments 50 50 195 145
Total Revenues 2,450 2,450 2,595 145
EXPENDITURES:
Materials and Services 1,000 1,000 (1) - 1,000
Capital Outlay 4,870 4,870 (1) - 4,870
Total Expenditures 5,870 5,870 - 5,870
Net Change in Fund Balance (3,420) (3,420) 2,595 6,015
Beginning Fund Balance 3,420 3,420 3,455 35
Ending Fund Balance $ - $ - $ 6,050 6,050
(1) Appropriation Level
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URBAN RENEWAL AGENCY OF THE CITY OF COOS BAY
(A Component Unit of the City of Coos Bay, Oregon)
COOS COUNTY, OREGON

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
ACTUAL AND BUDGET
For the Year Ended June 30, 2006

EMPIRE BOND FUND
VARIANCE
ORIGINAL FINAL WITH FINAL
BUDGET BUDGET ACTUAL BUDGET
EXPENDITURES:
Debt Service
Principal $ 137,959 $ 137,959  § 137,959 $
Interest 101,752 101,752 101,752
Total Expenditures 239,711 239,711 (1) 239,711
Other Financing Sources
Transfers In 239,711 239,711 239,711
Net Change in Fund Balance - - -
Beginning Fund Balance - - -
Ending Fund Balance $ - $ - $ - $

(1) Appropriation Level
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URBAN RENEWAL AGENCY OF THE CITY OF COOS BAY
(A Component Unit of the City of Coos Bay, Oregon)
COOS COUNTY, OREGON

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
ACTUAL AND BUDGET
For the Year Ended June 30, 2006

DOWNTOWN BOND RESERVE FUND

VARIANCE
ORIGINAL FINAL WITH FINAL
BUDGET BUDGET ACTUAL BUDGET
EXPENDITURES:

Contingency 525,520 525,520 (1) - 525,520
Total Expenditures 525,520 525,520 - 525,520
Beginning Fund Balance 525,520 . 525,520 525,520 -
Ending Fund Balance $ - $ - $ 525,520 $ 525,520

(1) - Appropriation Level
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URBAN RENEWAL AGENCY OF THE CITY OF COOS BAY
(A Component Unit of the City of Coos Bay, Oregon)
COOS COUNTY. OREGON

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
ACTUAL AND BUDGET
For the Year Ended June 30, 2006

EMPIRE BOND RESERVE FUND

VARIANCE
ORIGINAL FINAL WITH FINAL
BUDGET BUDGET ACTUAL BUDGET
EXPENDITURES: ’

Contingency 239,711 239,711 (1) - 239,711
Total Expenditures 239,711 239,711 - 239,711
Beginning Fund Balance 239,711 239,711 239,711 -
Ending Fund Balance $ - $ - $ 239,711 $ 239,711

(1) - Appropriation Level
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URBAN RENEWAL AGENCY OF THE CITY OF COOS BAY
(A Component Unit of the City of Coos Bay, Oregon)
COOS COUNTY, OREGON

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
ACTUAL AND BUDGET
For the Year Ended June 30, 2006

EMPIRE PROPERTY IMPROVEMENT FUND

VARIANCE
ORIGINAL FINAL WITH FINAL
BUDGET BUDGET ACTUAL BUDGET
Beginning Fund Balance - - 192 192
Ending Fund Balance $ - $ - $ 192 $ 192
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URBAN RENEWAL AGENCY OF THE CITY OF COOS BAY
(A Component Unit of the City of Coos Bay, Oregon)
COOS COUNTY, OREGON

SCHEDULE OF PROPERTY TAX TRANSACTIONS AND BALANCES
OF TAXES UNCOLLECTED
For the Year Ended June 30, 2006

ORIGINAL BALANCE
LEVY OR CASH UNCOLLECTED
BALANCE ADJUSTMENTS COLLECTIONS OR
TAX UNCOLLECTED  DEDUCT TO ADD BY COUNTY UNSEGREGATED
YEAR 7/1/05 DISCOUNTS ROLLS INTEREST TREASURER AT 6/30/06
Current:
2005-2006 $ 1274873 % 21,607 $ (2,268) $ - $ 1,208,810 $ 42,188
Prior Years:
2004-2005 40,900 5) (403) - 22,030 18,472
2003-2004 19,286 ) (201) - 9,420 9,667
2002-2003 11,135 ) (137) - 7,155 3,845
2001-2002 4,599 1 (134) - 3,735 731
2000-2001 & Prior 1,973 2) (183) - 523 1,269
Total Prior 77,893 (12) (1,058) - 42,863 33,984
Total $ 1352765 $ 21,595 $ (3,326) $ - $ 1,251,673 . $ 76,171
SPECIAL
REVENUE
RECONCILIATION TO REVENUE: FUNDS
Cash Collections by County Treasurer Above $ 1,251,673
Add Additional Tax Payments by County 12,861
Accrual of Receivables:
June 30, 2005 (37,184)
June 30, 2006 28,820
Total Revenue $ 1,256,170
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February 2, 2007

2005-2006 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 Urban Renewal Agency of the City of Coos Bay, for the year
ended June 30, 2006, and have issued our report thereon dated February 2, 2007.

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 Urban Renewal Agency of the City of
Coos Bay, for the year ended June 30, 2006, 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.

The management of the Urban Renewal Agency of the City of Coos Bay, 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.
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2005-2006 AUDITORS' COMMENTS AND DISCLOSURES (CONTINUED)

REPORT ON INTERNAL ACCOUNTING CONTROL (CONTINUED)

A material weakness is a reportable condition in which the design or operation of one or more of the specific internal
control structure elements does not reduce to a relatively low level the risk that errors and irregularities in amounts that
would be material in relation to the basic financial statements being audited may occur and not be detected within a
timely period by employees in the normal course of performing their assigned functions. We noted no matters involving
the internal control structure and its operations that we consider 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 reportable conditions and, accordingly, would not necessarily disclose all reportable conditions
that are also considered to be material weaknesses as defined above.

This report is intended solely for the information and use of the agency’s council, audit committee, management and
federal awarding agencies and pass-through entities and is not intended to be and should not be used by anyone other
than these specific parties.

ACCOUNTING RECORDS

The Agency’s accounting records are adequate for audit.

BUDGET TRANSACTIONS

There were no expenditures which exceeded authorized appropriation levels.

2005-2006 and 2006-2007 BUDGETS

The budgets adopted by the Agency 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 by the Agency that were not
in compliance with the Oregon Local Budget Law.

COLLATERAL SECURING BANK DEPOSITS

Based on our testing, we are not aware of any failure to comply with legal requirements related to the amount and
adequacy of collateral pledged by depositories to secure funds of the City.

PUBLIC CONTRACTS AND PURCHASING

The Agency’s 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

The Agency’s insurance coverage provided appears to meet legal requirements. We do not have the professional
expertise to state whether the insurance coverage is adequate.

STATUTORY BONDED DEBT LIMITATION

The Agency’s bonded debt outstanding appeared to be within the limitation established by Oregon Law.
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2005-2006 AUDITORS' COMMENTS AND DISCLOSURES (CONTINUED)

OUTSTANDING WARRANTS

The Agency did not have any outstanding endorsed warrants at June 30, 2006.

PROGRAMS FUNDED FROM OUTSIDE SOURCES

The Agency did not receive federal funding for the year ended June 30, 2006.

STATE HIGHWAY FUNDS

There were no programs funded by State Highway Funds for the year ended June 30, 2006.
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PAULY, ROGERS AND CO.,, P.C.
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