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Koontz & Perdue, P.C.

Certified Public Accountants

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Central Albany Revitalization Area
Albany, Oregon

We have audited the accompanying financial statements of the governmental activities of the Central Albany
Revitalization Area, a component unit of the City of Albany, Oregon, as of and for the year ended June 30, 2006,
which collectively comprise the Agency’s basic financial statements as listed in the table of contents. These
financial statements are the responsibility of the Central Albany Revitalization Area’s management. Our
responsibility is to express an opinion on these financial statements based on our audit.

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

our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the governmental activities of the Central Albany Revitalization Area, Albany, Oregon, as of June 30,
2006, and the respective changes in financial position for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated November 13, 2006 on
our consideration of Agency’s internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grants. That report is an integral part of an audit performed
in accordance with Government Auditing Standards and should be considered in assessing the results of our audit.

The management’s discussion and analysis on pages 3 through 6 is not a required part of the basic financial
statements but is 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.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Central Albany Revitalization Area’s basic financial statements. The statement of revenues,
expenditures, and changes in fund balances — budget and actual and the schedule of property tax transactions and
outstanding balances are presented for purposes of additional analysis and are not a required part of the basic
financial statements. The statement of revenues, expenditures, and changes in fund balances — budget and actual
and the schedule of property tax transactions and outstanding balances have been subjected to the auditing
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procedures applied in the audit of the basic financial statements and, in our opinion, are fairly stated in all material
respects in relation to the basic financial statements taken as a whole.

Koontz & Perdue, P.C.

By: C;

Albany, Oregon
November 13, 2006



MANAGEMENT’S DISCUSSION AND ANALYSIS

This discussion is intended to be an easily readable analysis of the Central Albany Revitalization
Area (Agency) financial activities based on currently known facts, decisions and conditions. It
focuses on current year activities and should be read in conjunction with the financial statements

that follow.
1. REPORT LAYOUT

The report consists of agency-wide statements, fund financial statements, notes to the statements,
and supplementary information. The agency-wide statements include the Statement of Net Assets

and the Statement of Activities.

STATEMENT OF NET ASSETS
The Statement of Net Assets provides a focus on the unrestricted assets related to the Agency’s

governmental activities. The statements reflect capital assets including infrastructure and long-
term liabilities for the Agency. '

STATEMENT OF ACTIVITIES

The Statement of Activities focuses on the program costs and their matching resources. To the
extent a program’s cost is not recovered by grants and direct charges, it is paid from general taxes
and other resources. 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.

FUND STATEMENTS
Following agency-wide statements is a section containing fund financial statements. The Agency

presents its only fund as a major fund; for this major fund a Budgetary Comparison Statement is
presented.

2. AGENCY AS A WHOLE

AGENCY-WIDE FINAN CIAL STATEMENTS
A condensed version of the Statement of Net Assets at June 30, 2006, follows.

TABLE 1
Net Assets at Year End
Governmental
Activities
2005-06 2004-05
Cash and Investments $ 1,157,890 § 649,476
Other Assets 333,301 254,859
- Capital Investments 1,305,195 280,939
Total Assets 2,796,386 1,185,274
Other Liabilities 1,517,937 325,649
Total Liabilities 1,517,937 © 325,649
Net Assets:
Unrestricted 1,278,449 859,625
Total Net Assets $ 1,278,449 859,625




STATEMENT OF NET ASSETS AT JUNE 30, 2006:

Total net assets increased overall by $418,824. Most of the increase was in Cash and Capital
Assets. The increase in Other Assets reflects the Agency’s increase in loans to individuals
participating in renovation projects within the area while the increase in the Capital Investments
is for the construction of the Streetscape project. The increase in Cash and Investments was
caused by the Bond sale of $1,459,399 which corresponded with the increase in Other Liabilities.
This bond sale will be will be explained below in the Debt Administration section and on page 19

within the notes to the Financial Statements.

STATEMENT OF ACTIVITIES FOR THE YEAR ENDED JUNE 30, 2006:
A summary version of the Statement of Activities follows.

TABLE 2

Governmental Activities for the year ended June 30, 2006

Governmental
Activities
2005-06 2004-05

REVENUES

General Revenues

Taxes $ 695,993 § 566,657

Interest _ 41,469 15,703

Total Revenues 737,462 582,360
EXPENSES

Governmental Activities 337,488 271,839

Total Liabilities 337,488 271,839

Increase in Net Assets 399,974 310,521

Beginning Net Assets 878,475 549,104
Ending Net Assets $ 1,278,449 § 859,625

Governmental Activities

The Agency’s tax increment revenues total $695,993 are restricted to repayment of debt. The
Agency has issued $1,459,399 in bonds which will be used for future projects. As the projects
are completed the assets are transferred to the City of Albany. The increase in Governmental
Activities of $65,649 is for interest payments related to the bonds. Currents projects are
considered work in progress and are not scheduled for transfer this year.

3. BUDGETARY HIGHLIGHTS

The Agency’s adopted budget was amended once during the fiscal year. The Beginning Fund
Balance increased $11,800 and the offset increase was to the Transfer to City of Albany category.



4. CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets
As of June 30, 2006 the Agency has not invested in any major capital assets. The Capital

Investments of $1,305,195 represent design and construction of the Streetscape project and as
such are considered work in progress.

Debt Outstanding
As of year-end, the Agency has $1,459,399 and it will be paid off over 15 years. For more

detailed information on the Agency’s debt refer to page 19 of the Notes to the Basic Financial
Statements.

5. ECONOMIC FACTORS

The Urban Renewal Agency will be an important partner in economic development within the
City of Albany, providing necessary infrastructure improvements to support continued growth
and quality of service to those within the Agency’s boundaries. Increasing property values within
the boundaries of the Agency translate into increasing tax increment available. That tax increment
is then used to pay debt service on bonds issued to fund projects and improvements. The
following table illustrates growth of assessed values within the District for the last two years with

a steady projected growth of 6% per year.

TABLE 3

$280
$275
$270
$265
$260
$255
$250
$245
$240
$235
$230
$225 = s

2002-03 2003-04 2004-05 2005-06 2006-07  2007-08

(In Millions)

The frozen value represents the assessed value at the time the district was created (and adjusted
by Measure 50). As new development is constructed the increased assessed value is included as
an increment value (above the frozen value). Taxes assessed on the increment flow to the
Agency while taxes on the frozen value flow to the respective taxing jurisdictions.



6. NEXT YEAR’S BUDGETS AND RATES

The Agency’s budget for Fiscal Year 2006-07 is highlighted by continued funding of Developer
Assistance and the Grant/Loan Program both of which will fund near term projects.

7. 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, you should contact the City of Albany’s Finance Office at 333 Broadalbin SW,

Albany, Oregon 97321.



CENTRAL ALBANY REVITALIZATION AREA
(a component unit of the City of Albany, Oregon)

STATEMENT OF NET ASSETS
June 30, 2006

ASSETS
Cash and Investments
Receivables:
Property taxes
Interest
Loans
‘Other capital assets, net of depreciation

Total assets

LIABILITIES
Accounts payable
Interest Payable
Long-term liabilities
Due within one year:
Loan payable
Due in more than one year
Loan payable
Total liabilities

NET ASSETS
Unrestricted

Total net assets

Govern-
mental

Activities

$ 1,157,890

38,482
10,926
283,893
1,305,195

2,796,386

4,059
54,479

139,001

1,320,398

1,517,937

1,278,449

$ 1,278,449

The notes to the basic financial statements are an integral part of this statement.
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CENTRAL ALBANY REVITALIZATION AREA
(a component unit of the City of Albany, Oregon)

STATEMENT OF ACTIVITIES
June 30, 2006
NET
(Expense)
Revenue
and
Changes in
Expenses Net Assets Total
FUNCTIONS
Primary government:
Governmental activities:

General government $ 239288 $  (239,288) §  (239,288)
Total governmental activities ' 239,288 (239,288) (239,288)
General revenues:

Taxes:

Property taxes 695,993 § 695,993
Unrestricted investment earnings 41,469 $ 41,469
Transfer to primary government (98,200) $ (98,200)
Total general revenues and transfers 639,262 §$ 639,262
Change in net assets 399,974 $ 399,974
Net assets - beginning 878,475 § 878,475

$ 1,278,449 § 1,278,449

Net assets - ending

The notes to the basic financial statements are an integral part of this statement.
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CENTRAL ALBANY REVITALIZATION AREA
(a component unit of the City of Albany, Oregon)

BALANCE SHEET
June 30, 2006
Governmental Fund Type
Special Revenues Fund
June 30, 2005

ASSETS
Pooled cash and investments with the City of Albany $ 1,157,890
Receivables:

Property taxes 38,482
-Interest 10,926

Loans Receivable 283,893
Total assets $ 1,491,191
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable $ 4,059
Deferred revenue 319,034
Total liabilities 323,093
Fund balances:.

Unreserved, reported in: 1,168,098
Total fund balances 1,168,098
Total liabilities and fund balances’ $ 1,491,191

The accompanying notes are an integral part of the general purpose financial statements.
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CENTRAL ALBANY REVITALIZATION AREA
(a component unit of the City of Albany, Oregon)
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET ASSETS
June 30, 2006

Total fund balances (page 9) $ 1,168,098
Amounts reported for governmental activities in the statement of net assets are different because: .

Capital assets used in governmental activities are not financial resources and, therefore, are

not reported in the funds.
Capital assets - other 1,305,195 A
Total adjustment ' 1,305,195
Other long-term assets are not available to pay current-period expenditures and, therefore,
are deferred in the funds.
Property taxes 35,141
Long term loans payable ( 1,459,399)
Interest payable (54,479)
~ Loans to participants 283,893
Total deferred revenue adjustments (1,194,844)
Net assets of governmental activities (page 7) $ 1,278,449

The notes to the basic financial statements are-an integral part of this statement.
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CENTRAL ALBANY REVITALIZATION AREA
(a component unit of the City of Albany, Oregon)
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALAN CES
for the year ended June 30, 2006

Governmental Fund Tm

Special Revenues Fund

June 30, 2004
REVENUES
Property taxes ' $ 690,773
Interest receivable . 41,469
Total revenues 732,242
EXPENDITURES
Current - General Government 247,964
Total expenditures 247,964
Excess of revenues over expenditures 484,278
OTHER FINANCING SOURCES (USES)
Debt issuance 1,459,399
Operating Transfer to primary government (98,200)
Total Other Financing Use . 1,361,199
NET CHANGE IN FUND BALANCE 1,845,477
Fund balance - beginning 628,027
Fund balance - ending $ 2,473,504
Adjustment from budgetary basis to generally accepted
accounting basis:
Bond Principal (300,000)
Capital Outlay (1,005,406)
Fund balances - generally accepted accounting
principles basis $ 1,168,098

The accompanying notes are an integral part of the general purpose financial statements.
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CENTRAL ALBANY REVITALIZATION AREA
(a component unit of the City of Albany, Oregon)
RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
for the year ended June 30, 2006

Amounts reported in the statement of activities are different because:

Net change in fund balances (page 11) $ 1,845,477

Revenues in the statement of activities that do not provide current financial resources are not
reported as revenues in the funds.

Property taxes 5,220

Loans Receivable 63,155

Interest payable (54,479)

Principal portion of loan receipts (1,459,399)

Total revenue adjustments : ‘ (1,445,503)
Change in net assets (page 8) $ 399,974

The notes to the basic financial statements are an integral part of this statement.
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CENTRAL ALBANY REVITALIZATION AREA

(A component unit of the City of Albany, Oregon)
Notes to Basic Financial Statements
June 30, 2006

L SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements for the Agency have been prepared in accordance with Generally Accepted
Accounting Principles (GAAP). GAAP statements include all relevant Governmental Accounting
Standards Board (GASB) pronouncements. The financial statements have incorporated all applicable
GASB pronouncements as well as Financial Accounting Standards Board (FASB) Statements and
Interpretations, Accounting Principles Board Opinions, and Accounting Research Bulletins of the
Committee on accounting procedures issued on or before November 30, 1989, unless those
pronouncements conflict with or contradict GASB pronouncements.

In June 1999, the GASB approved Statement 34, Basic Financial Statements and Management
Discussion and Analysis for State and Local Governments (GASB 34). This statement provides for
significant changes in financial reporting and is scheduled for phased implementation based on the
size of the reporting government, starting with Fiscal Years ending 2002. As a part of this Statement,
there is a new reporting requirement regarding the local government’s infrastructure (roads, paths,
street lights, etc.). The Urban Renewal Agency’s (the Agency) financial statements for the Fiscal
Year ended June 30, 2006, comply with the requirements of GASB Statement 34.

THE AGENCY

The Central Albany Revitalization Area (a component unit of the City of Albany, Oregon) was
organized on August 8, 2001, and commenced operations during Fiscal Year 2001 under the
provisions of Oregon Revised Statutes, Chapter 457, to provide for rehabilitation of blighted and
deteriorated areas within the City’s designated urban renewal area. As provided by ORS 457, the City
Council of the City of Albany is the governing body of the Agency. The principal funding source is
from bond sales, which will be repaid from property tax increment revenues and interest earnings.
The personnel of the City of Albany provide project management and administration.

The Agency is a legally separate entity governed by the City Council. The City Council has the
ability to impose its will over the Agency as determined on the basis of budget adoption, taxing
authority, and funding for the Agency. Therefore, under the criteria of the Govermnmental Accounting
Standards Board, the Agency is considered a component unit of the City of Albany and the Agency’s
financial activities are included as a blended component unit in the basic financial statements of the

City.
The Agency has no potential component units.

BASIC FINANCIAL STATEMENTS

The Agency’s financial operations are presented at both the agency-wide and fund financial levels.
All activities of the Agency are categorized as governmental activities.

The agency-wide financial statements display information about the Agency as a whole. The focus is
on its financial sustainability. As such, the reporting presents the change in the aggregate financial
position of the Agency, resulting from the activities of the fiscal period. These aggregated statements
consist of the Statement of Net Assets and the Statement of Activities.
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