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JOINT CITY COUNCIL/ RBAN RENEWAL AGENDA DATE: April 1,2019
DOCUMENTATION

SUBJECT: Accepting the Financial Audit Report for FY 2016-17 ITEM NO: City/UR 3.1

B CZKGROUND:

The accounting Firm of Pauly, Rogers and Co., P.C. completed the FY 2016-17 Financial Audit for
the City of Bandon’s Urban Renewal Districts in March 2019, with the assistance of Moss Adams,
LLP, who prepared the Financial Statements.

Copies of the Independent Auditor’s Report and Annual Financial Report were made available to the
Mayor and Council prior to the meeting.,

A brief summary of the report will be provided

FISCAL IMPACT:
Not Applicable

RECOMMENDATION:
Acknowledge and accept the report.

RECOMMENDED MO1 DN (S):

Motion to accept the City of Bandon Urban Renewal District’s Annual Financial and Independent
Auditor’s Report for Fiscal Year 2016-17, as prepared by Pauly, Rogers and Co., P.C.

SUBMITTED BY:

oy
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R Y U AT TR TAIC

October 4, 2018
INDEPENDENT AUDITORS’ REPORT

To the City Council
Bandon Urban Renewal Agency
Coos County, Oregon

R/ ort on the Financial Statements

We have audited the accompanying basic financial statements of the governmental activities and each major fund of the
City of Bandon Urban Renewal Agency (the Agency), as of and for the year ended June 30, 2017, and the related notes to
the basic financial statements, which collectively comprise the basic financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these basic financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of the basic financial statements that are
free from material misstaterent, whether due to fraud or error.

Auditors’ Responsibility

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 from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the basic financial
statements. The procedures selected depend on the auditors’ judgment, including the assessment of the risks of material
misstatement of the basic financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the preparation and fair presentation of the basic financial statements in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the basic financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinions.
Opinions

In our opinion, the basic financial statements referred to above present fairly, in all material respects, the respective financial
position of the governmental activities and each major fund of the City of Bandon Urban Renewal Agency as of June 30,

2017, and the respective changes in financial position for the year then ended in accordance with accounting principles
generally accepted in the United States of America.



Emphasis of Matter

The Agency adopted the provisions of GASB Statement No. 77 Tax Abatement Disclosures for the year ended June
30, 2017. Our opinion is not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the required supplementary
information, as listed in the table of contents, be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting Standards Board, who
considers it to be an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have annlied certain limited procedures to the required supplementary
information in accordance with auditing standards gener: y accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the information for consistency
with management's responses to our inquiries, the bz : financial statements, and other knowledge we obtained during our
audit of the basic financial statements. We do not express an opinion or provide any assurance on the management’s
discussion and analysis because the limited procedures do not provide us with sufficient evidence to express an opinion or
provide any assurance.

The budgetary comparison schedules presented as Required Supplementary Information, as listed in the table of contents,
have been subjected to the auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting records used to
prepare the basic financial statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America, and in our opinion are fairly stated
in all material respects in relation to the basic financial statements taken as a whole.

Other Information

The listing of council members containing their term expiration dates, located before the table of contents, has not been
subjected to the auditing procedures applied in the audit of the basic financial statements and, accordingly, we do not
express an opinion or provide any assurance on it.

Report on Other Legal and Regulatory Requirements

In accordance with [inimum Standards for Audits of Oregon Municipal Corporations, we have issued our report
dated October 4, 2018, on our consideration of compliance with certain provisions of laws and regulations, including
the provisions of Oregon Revised Statutes as specified in Oregon Administrative Rules. The purpose of that report
is to describe the scope of our testing of compliance and the results of that testing and not to provide an opinion on
compliance.

% 7 2.,

ROY R. ROGERS, CPA
PAULY, ROGERS AND CO., P.C.
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MANAGEMENT’'S 'ISCUSSION AND ANALYSIS

The management of the Urban Renewal Agency of the City of Bandon, Oregon (Agency) presents
this narrative overview and analysis of the financial activities for the fiscal year ended June 30, 2017.
This Management's Discussion and Analysis is intended to be an easily readable analysis of the
Agency's 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.
The report consists of Agency-wide statements, fund financial statements, notes to the basic financial
statements and supplementary information.

O-—"ew_of the Financ itatemer -

This discussion and analysis is intended to serve as an introduction to the Agency's basic
financial statements. The Agency's basic financial statements include three components: (1)
Agency-wide financial statements, (2) fund financial statements, and (3) notes to the financial
statements. The focus is on both the Agency as a whole (Agency-wide) and the major individual funds.
The dual perspectives allow the reader to address relevant questions, broaden a basis for comparison
(year-to-year or government-to-government) and enhance the Agency's accountability.

Agency-wide financial statements. The Agency-wide financial statements are designed to provide
readers with a broad overview of the Agency's finances in a manner similar to a private- sector
business.

The statement of net position presents information on all of the Agency's position and liabilities, with
the difference between the two reported as net position (or deficit net position if liabilities exceed
position). Over time, increases or decreases in net position may serve as a useful indicator of
whether the financial position ofthe Agency isimproving or deteriorating.

The statement of activities presents information showing how the Agency's net position changed
during the most recent fiscal year. All changes in net position are reported as soon as the
underlying event giving rise to the change occurs regardless of the timing of related cash flows. Thus,
revenues and expenditures are reported in this statement for some items that will result in cash flows
in a future fiscal period (e.g., uncollected property taxes). The statement of activities is focused on
both the gross and net cost of various activities (including governmental and business-type
activities). This is intended to summarize and simplify the reader's analysis of the revenues and costs
of various Agency activities and the degree to which activities are subsidized by general revenues.

Both of the Agency-wide financial statements distinguish functions of the Agency that are
principally supported by taxes and intergovernmental revenues (governmental activities) from
other functions that are intended to recover all or a significant portion of their costs through user fees
and charges (business-type activities). The governmental activities of the Agency include debt
service and various urban renewal projects. The Agency has no business-type activities.

The Agency-wide financial statements include the Urban Renewal District No. 1 and the Urban
Renewal District No. 2.

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



Urban Renewal Agency Of City Of Bandon, Oregon
June 30,2017

Governmental funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the Agency-wide financial statements. However, unlike the
Agency-wide financial statements, governmental fund financial statements focus on near-term
inflows and outflows of spendable resources, as well as on balances of spendable resources
available at the end of the fiscal year. Such information may be useful in evaluating the Agency's
near-termfinancingrequir ents.

Because the focus of governmental funds is narrower than that of the Agency-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By
doing so, rea rs may better understand the long-term impact of the Agency's near-term financing
decisions. Both the governmental fund balance sheet and the governmental fund statement of
revenues, expenditures, and che ses in fund balances provide a reconciliation to facilitate this
comparison between governmental funds and governmental activities.

The Agency maintains two individual governmental funds. Information is presented separately in the
governmental funds balance sheet and in the governmental inds statement of revenues,
expenditures and changes in fund balances for the two funds.

The Agency adopts an annual appropriated budget for all governmental funds. To demonstrate
compliance with the budget, budgetary comparison statements have been provided for the two
governmental funds as supplementary information. The governmental fund financial statements can
be found in the basic financial statements.

Notes to the basic financial statements. The notes provide additional information that is
essential for a full understanding of the data provided in the Agency-wide and fund financial
statements.

Other required information. In addition to this discussion and analysis, this report also presents
required supplementary information concerning budgetary comparison for the two funds of the
Agency.

-wide Fi ial Analysi

As noted earlier, net position may serve over time as a useful indicator of a government's

nancial position. For the Urban Renewal Agency, total liabilities exceeded total position by
$1,325,052 (reported as defi net position). This deficit is primarily due to the outstanding debt
the Agency incurred in past years for capital projects. This debt includes refinancing the 2008
LoCap loan with a 10-year Wedbush Bank Loan for $248,000 at 2.95% interest and General
obligation bonds for $2,200,000 that were issued for Agency #1 capital projects. The Agency and the
City of Bandon (the City) agreed that the City would receive 1e loans and, in turn, the Agency would
make the payments on the loans.

The Statement of Net Position provides a focus on the assets and liabilities related to the
Agency's governmental activities.
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Urb; ™ walAgency ofthe Citvof Bandon Net ™ isition

Governmental Activities
2017 2016
1,314,628 1,235,699
Total assets ¢ 1,314,628 S 1735,699

W

Current and other assets

N

Long-term liabilities outstanding S 2,600,728 S 2,761,568
Other liabilities 38,952 40,705
Total liabilities $ 2,639,680 S 2,802,273

w
w

Net Position
Unrestricted net position (deficit) $ (1,325,052) S (1,5AR R74)

Current year revenue exceeded current year expenditures by $241,522 (see the following schedule
of the Agency's statement of activities). This resulted in a decrease in deficit net position balance
to ($1,325,052) in 2017 from ($1,566,574) in 2016. The decrease in deficit balance can be mostly
attributed to principal payments made on outstanding loans which reduced the total debt, and to
various Urban Renewal capital projects worked on during the year. This deficit means that if the
Agency had to pay its obligations now rather than over the long-term loan schedule currently in
effect, the Agency would not have sufficient funds available to do so. The statement of activities
focuses on the program costs and their matching resources. To the extent a program's costs are not
recovered by grants and direct charges, the costs are paid from general taxes and other resources.

I"__l_la!] BEHE!!:%! e M' ""Ig: of Eang()!]ls [ ; of e Eg'_.:‘_'__
Governmental Activities
2017 2016
GENERAL REVENUES
Tax increment revenues S 436,867 S 452,692
Interest earnings S 9,852 S 6,697
Total general revenues S 446,719 S 459,389
EXPENDITURES
General Government $ 116,843 S 126,282
Interest Expense S 88,355 S 92,782
Total Program Expense __$ 205,197 S 219,064
Change in net position S 241,522 S 240,325

Net position, beginning of year $ (1,566,574) S (1,806,899)
Net position, end of year $(1,325,052) S (1,56A 574)

The Agency's activities are governmental activities. The majority of support for governmental
activities comes from taxes.

Vi
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Financial Analysis of the Agency’s Funds

As noted earlier, the Agency uses fun accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Fund Financial Statements

Fc wing the Agency-wide financial statements is a section contair g fund financial statements. The
Agency presents its two funds as major fur . For each fund, a budgetary comparison stateme is
presented.

Budgetary Highlights

No changes were made to the adopted budget during the year. Actual revenues of the urban renewal
district No. 1 were more thar _udgeted by $13,087, due to receiving more property tax revenues than
expected during the year. Actual e enditures were less than budgeted by $627,190 because less
money was spent on capital projects during the year than budgeted. Actual revenues for the urban
renewal district No. 2 were more than budgeted by $7,944 due to more property tax receipts than
budgeted. Expenditures were less than budgeted by $304,073 due to spen ng less on capital projects
than was budgeted.

Capital Assets and Debt Administration

The Agency has one capital asset, a piece of property located at the NE corner of Riverside Dr. NE and
Caroline St SE.,, whi  was purchased for $228,867. The Agency has one bonded debt for $1,850,000
and a loan from the City of Bandon for a Community Center Development Project 2009. A
principle balance of $47,333 remains. In 2005, the Agency assumed the debt for the Oregon Economic
Development Department. A principal balance of $555,373 remains. The 2008 League of Oregon Cities
loan was paid off with a refinancing of $248,000 with Wedt h Bank. A principle balance of $145,360
remains. For more detailed information on the Agency's debt, refer to the notes to the basic
financial statements.

Economic Factors and NextYear's Budgets and Rates

The total proposed budget for Area 1 is $1,160,977, which is $74,914 (6.9%) higher than the previous
fiscal year. The primary reason for this increase is a higher beginning balance, resulting from minimal
activity during the prior fiscal year.

The urban renewal budget for district No. 1 includes $34,500 in materials and services for
consulting, administration, and audit services, and $260,000 for debt service payments and
reserves. The proposed capital budget is $866,477, including $165,000 for Jetty Park and
Trails construction, $30,000 for facade loan program, and $671,477 for capital projects.

The tot proposed budget for Area 2 is $527,673, which is $107,838 (25.69%) more than the previous
fiscal year, The primary reason for this increase is a higher beginning balance, resulting from minimal
activity during the prior fiscal year.

The urban renewal budget for district No. 2 includes $23,500 for consulting, administrative, and

auditing services; Debt service payments and reserves of $55,000 and a Capital projects budget of
$449 73 for unspecified urban renewal projects.

Vil
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For purposes of property tax revenue projections, it was assumed that assessed values and the
resulting ad valorem property tax share would experience no growth for fiscal year 2016-2017
revenues and that the in-lieu tax payments from Heritage Place will now be paid as property taxes.
Since the local option street tax will continue to be imposed this year, the urban renewal special
levy will not be imposed.

As required by Measure 50 implementing regulations, substantial amendments were made to both
Urban Renewal Districts in 1998. Those amendments set the maximum amounts of indebtedness at
$5,375,225 for district No. 1, and $7,314,821 for district No. 2. In fiscal year 2011-2012, a substantial
amendment was prepared and approved for the Area 1 Plan. 1t added projects and increased the
maximum amount of indebtedness from $5,375,225 to $12,003,980. Also in fiscal year 2011-2012, a
minor amendment was prepared and approved for Area 2 Plan. As a minor amendment, it only added
projects but did not increase the maximum amount of indebtedness, so the approval of the
overlapping taxing districts was not required, and it is not subject to referendum. As of july 1, 2015,
the remaining available indebtedness is projected to be $5,738,558 for district No. 1, and $5,358,695 for
district No. 2.

Requestsforinforn ""gon

This financial report is designed to provide a general overview of the Agency's finances. Questions
concerning any of the information provided in this report or requests for additional financial
information should be addressed to the following:

Robert ] Mawson

Urban Renewal Manager
City of Bandon

PO Box 67

Bandon, OR97411

Vil
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ASSETS
Cash and cash equivalents
Taxes receivable
Loans receivable
Capital Assets
Land

Total assets

LIABILITIES
Customer deposits
Accrued interest payable
Long-term liabilities
Amount due within one year
Amount due after one year

anewal Agency of the <.ty

Bandon

Statement of Net Position
Jime 20 2047

$

1,027,426
44,182
14,153

228,867

1,314,628

Bond premium, net of amortization due within one year

Bond premium, net of amortization due after one year

Total liabilities

NET POSITION
Unrestricted net position (deficit)

Tha nntae tn the finangjal etatemantg ara an integral nart nf this statement

1,250
37,702

167,552
2,430,514
177

2,485

2,639,680

$

(1,325,052)




Urban Renewal Agency of the City of Bandon
Statement of Activities
For the Year Ende: June 30, 2017

EXPENDITURES
General government $ 116,843
Interest expense 88,354
Total program expenses 205,197
GENERAL REVENUES ,
Tax increment revenues 436,867
Interest earnings 9,852
Total general revenues 446,719
CHANGE IN NET POSITION 241,522
NET POSITION, beginning of year (1,566,574)
NET POSITION, end of year $  (1,325,052)

2 The notes to the financial statements are an integral part of t  statement.
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an Renewal Agency of the City of Bandon

Balance Sheet — Gov¢

ASSETS
Cash and cash equivalents
Taxes receivable
Loans receivable

Total assets

LIABILITIES
Customer deposits
Due to primary government

Total liabilities
DEFERRED INFLOWS OF RESQURCES
Unavailable revenue - property taxes
Unavailable revenue - loan receivable

Total deferred inflows of resources

FUND BALANCES
Committed for capital projects

Urban Renewal

nmental Funds
June 30, 2017

Urban Renewal

TOTAL LIABILITIES, DEFERRED INFLOWS OF

RESOURCES AND FUND BALANCES

Fund balance at end of year - governmental funds

Amounts reported for governmental activities in the statement of net position are different because:
Some liabilities, such as external loans payable and the related interest,
are not due and payable in the current period and therefore

are not reported in the fund financial statements.

Long term debt
Bond premium, net of amortization
Accrued interest payable

Capital assets are not current financial resources in governmental
funds, but are reported in the statement of net position at

their net depreciable value
Land

Some revenues, such as taxes receivable, do not provide current

financial resources and are not reported in the fund financials.

Loans receivable
Property taxes

Net position of governmental activities

District No. 1 District No. 2 Total
$ 657,335 $ 370,091 $ 1,027,426
29,048 15,134 44,182
14,153 - 14,153
$ 700,536 $ 385,225 $ 1,085,761
1,250 - 1,250
- 47,333 47,333
1,250 47,333 48,583
29,048 15,134 44,182
14,153 - 14,153
4200y 15,134 58,335
656,085 322,758 978,843
$ 700,536 $ 385,225 $ 1,085,761
$ 978,843
(2,550,733)
(2,662)
(37,702) (2,591,097)
228,867
14,153
44,182 58,335

The notes to the financial statementes are an intearal part of this statemant,

$  (1,325052)




Urban Renewz Agency of the City of Bandon

Statement of Revenues, Expenditures, and Changes in Fund Balance —
Governmental Funds

For the Year Ended June 30, 2017

Urban Renewal Urban Renewal
District No. 1 District No. 2 Total
REVENUES
Taxes $ 287,490 $ 152,518 $ 440,008
Interest 6,511 3,341 9,852
Total revenues 294,001 155,859 449,860
EXPENDITURES
General government
Materials and services 14,730 125 14,855
Capital outlay 247,671 83,184 330,855
Debt service 196,472 31,953 228,425
Total expenditures 458,873 115,262 574,135
NET CHANGE IN FUND BALANCES (164,872) 40,597 (124,275)
FUND BALANCES, be ning of year ' 820,957 282,161 1,103,118
FUND BALANCES, end of year $ 656,085 $ 322,758 $ 978,843
Net change in fund balance - governmental funds $ (124,275)

Amounts reported for governmental activities in the statement of activities are different because:
Governmental funds defer revenues that do not provide current financial resources,
such as property taxes. However, the statement of activities recognizes such at
their net realizable value when earned, regardless of when received. 1,857
Loan proceeds, bond premiums and receipt of long-term receivable payments provide
current financial resources to governmental funds; however, these transactions
create 1bilities or offset receivable balances in the statement of net position.
Bond premium 177
Loans receivable (4,998)
Capital outlays to purchase or build capital assets are reported in governmental
funds as expenditures. However, for govern ntal activities those costs are shown
in the statement of net position and allocated over their estimated usefu! lives as
annual depreciation expenses in the statement of activities. 228,867
In the governmental funds, the issuance of debt and the repayment of long-term debt
consumes current financial resources, however, it has no affect on the
statement of activities.

Repayment of debt 138,513
Change in interest payable 1,381
Change in net position of governmental activities 3 241,522

4 The notes to the financial statements are an integral part of this statement.
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Urb: | ..er wal Agency of 1e City of andon
Notes to the Basic Finanrial Statements

Note 1 — Summary of Significant Accounting Policies

A. Reporting entity

The Urban Renewal Agency of the City of Bandon, Oregon (the Agency) was created by adoption of
Ordinance 1911 by the City of Bandon, Oregon (the City), on August 5, 1986. The Agency is organized
under general laws pertaining to urban renewal agencies in the state of Oregon. The Agency was formed
primarily to carry out the terms of the urban renewal plan, which designates the Woolen Mill, Old Town
and South Jetty areas of the City to be blighted and deteriorated and in need of redevelopment and
rehabilitation. During the year ended June 30, 1991, the urban renewal plan was amended to include a
new area known as the Coquiile Point Urban Renewal Area. The governing body is comprised of the
Mayor and the City Council of the City of Bandon.

The Agency is a separate legal entity, governed by the City. 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 set by the Governmental Accounting Standards Board (GASB), the
Agency is considered a component unit of the City of Bandon and the Agency’s financial activities are
included as a blended component unit in the basic financial statements of the City of Bandon.

Although a component unit of the City, the Agency exists and operates separately from the City.

Accordingly, the Agency's financial statements wiil also be included in the basic financial statements of
the City.

The Agency has no potential component units.

B. Measurement focus, basis of accounting and basis of presentation

The basic financial statements of the Agency have been prepared in conformity with accounting principles
generally accepted in the United States of America (U.S. GAAP) as applied to government units. GASB is
the accepted standard-setting body for establishing governmental accounting and financial reporting
principles.

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.

Agency-wide financial statements

The Agency-wide basic 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 position and the statement of activities.

The Agency-wide basic financial statements are presented on a full accrual basis of accounting with an
economic resource measurement focus. An economic resource focus concentrates on an entity or fund's
net position. All transactions and events that affect the total economic resources (net position) during the
period are reported. An economic resources measurement focus is inextricably connected with full
accrual accounting. Under the full accrual basis of accounting, revenues are recorded when earned and
expenses are recorded at the time liabilities are incurred, regardless of the timing of related cash inflows
and outflows.







Urban 'enew: Agency of tt f B¢ don
Notesto e asicF Statements

Note 1 - Summary of Sign cant Accounting Policies (continued)

Property taxes, interest revenue and various intergovernmental revenues are susceptible to accrual if
received within 30 days of fiscal year end. Other receipts become measurable and available when cash is
received by the Agency and are recognized as revenue at that time.

Entitlements and shared revenues are recorded at the time of receipt or earlier if the susceptible to
accrual criteria are met. Expenditure-driven grants are recognized as revenue when the qualifying
expenditures have been incurred and alt other grant requirements have been met.

C. Assets, Liabilities, Deferred Outflows/Inflows, and Net Position/Fund balances

Cash and cash equivalents — The Agency maintains merged bank accounts and investments for its fund
in a central pool of cash and investments that are commingled with the City of Bandon. This pool includes
amounts in demand deposits and investments in the Oregon State Treasury Local Government
Investment Pool (LGIP). The investment policy of the Agency is to invest in LGIP and interest bearing
demand deposits with local banks and to transfer resources to the general checking account as the need
arises. This policy is in accordance with ORS 294.035 which specifies the types of investments
authorized for municipal corporations. The Agency allocates earnings on investments to each fund based
on monthly cash balances.

Investments are stated at amortized cost which approximates fair value.

Receivables and payables — Transactions between funds that are representative of lending/borrowing
arrangements outstanding at the end of the fiscal year are referred to as "interfund receivables/payables".
All other outstanding balances between funds are reported as "due to/from other funds”.

Other receivables including property taxes, accounts, entitiements, and shared revenues are reported in
accordance with the policies enumerated in the Measurement Focus, Basis of Accounting and Basis of
Presentation paragraph above.

Capital Assets — General capital assets are those assets not specifically related to activities reported in
the proprietary funds. These assets generally result from expenditures in the governmental funds. These
assets are reported on the government-wide statement of net position and in the respective funds.

All capital assets are capitalized at cost (or estimated historical cost) and updated for additions and
retirements during the year. Donated capital assets are recorded at their fair market values as of the date
received. The cost of normal maintenance and repairs that do not add to the value of the asset or
materially extend asset lives are not capitalized. The Urban Renewal Agency maintains a capitalization
threshold of $5,000 and a useful life of over one year. Improvements are capitalized; the cost of normal
maintenance and repairs that do not add to the value of the asset or materially extend an asset’s life are
not.




Urban Renewal Agency of the City of Bandon
Notes to the Basic Financial Statements

Note 1 — Summary of Significant Accounting Policies (continued)

All reported capital assets except land and construction in progress are depreciated. Improvements are
depreciated over the remaining useful lives of the related capital assets. Depreciation is computed using
the straight-line method over the following useful lives:

Furnishings and equipment 5 ~7 years
Infrastructure 10— 60 years
Land Improvements 5~ 100 years
Buildings 30 -100 years
Other 5~ 100 years

Long-term obligations — The Agency reports long-term debt of governmental funds at face value in the
statement of net position. These obligations will be met using receipts from property tax e  other special
levies.

Use of estimates — The preparation of the basic financial statements in conformity with U.S. GAAP
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the basic 1ancial statem s
and reported amounts of revenues, expenditures and expenses during the reporting period. Actual results
could differ from those estimates.

Deferred outflows/inflows of resources — In addition to assets, the statement of financial position will
sometimes report a separate section for deferred outflows of resc ces. This separate financial statement
element, ferred outflows of resources, represents a consumption of net position that applies to a future
period(s) and so will not be recognized as an outflow of resources (expense/expen ure) until then.
There are no deferred outflows.

In addition to liabilities, the statement of financial position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement: ment, deferred inflows of resources,
represents an acquisition of net position that applies to a future period(s) and so will not be recognized as
an inflow of resources (revenue) until that time. Deferred inflows consist of unavailable property tax
revenue and a loan receivable.

Fund balances — In the fund financial state! nts, fund balance for government funds is reported in
clas ¢ onsthat comprise a hierarchy based primarily on the extent to which the Agency is bound to
honor constraints on the specific purpose for which amounts  the funds can be spent. Fund balance is
reported in five components — non-spendable, restricted, committed, assigned, and unassigned.

Non-spendable - Includes items not immediately converted to cash, such as prepaid items and
inventory.

Restricted — Includes items 't are restricted by external creditors, grantors  contributors, or
restricted by enabling legislation.




Urban enewal Agency of the City of B: don
Nntes to the Bas Financial Statements

Note 1 — Summary of Significant Accounting Policies (continued)

Committed —- Includes amounts that have been committed by resolution by the Agency’s officials
which is the Agency's “highest level of decision-making authority.” Committed amounts may not be
used for any other purpose unless the Agency officials remove the constraint by similar officials’
action. Commitments of fund balance must be made prior to the end of the fiscal year.

Assigned - Includes amounts assigned for specific purposes by official action. Assigned fund balance
is established by Agency through adoption or amendment of the budget as intended for a specific
purpose. :

Unassigned — This is the residual classification used for those balances not assigned to another
category.

Urban Renewal No. 1 has a committed fund balance of $656,085 and Urban Renewal No. 2 has a
committed fund balance of $322,758 as of June 30, 2017.

There are no nonspendable, restricted, assigned, or unassigned balances as of June 30, 2017.

Use of restricted resources — When both restricted and unrestricted resources are available for use, it is
the Agency’s policy to use restricted resources first, then unrestricted resources, as they are needed.
When unrestricted resources (committed, assigned, and unassigned) are available for use it is the
Agency’s policy to use committed resources first, then assigned, and then unassigned as they are
needed.

Net position — Net position represents the difference between assets and liabilities. Net position is
reported as restricted when there are limitations imposed on their use through external restrictions
imposed by creditors, grantors, or law or regulations of other governments.

Note 2 - Stewardship, Compliance, and Accountability

Budgetary Information

Annual budgets are adopted on a basis consistent with U.S. GAAP for all governmental funds, except for
interfund ioans and repayments. All annual appropriations lapse at fiscal year-end.

Oregon Local Budget Law establishes standard procedures relating to the preparation, adoption, and
execution of the annual budget. The Agency begins its budgeting process by appointing budget
committee members in early fall of each year. Recommendations are developed through early spring and
the budget committee usually approves the budget in late spring. Public notices of the budget hearing are
generally published in early June, and the public hearing is held in late June. The budget is usually
adopted, appropriations usually are made and the tax rate and levy are declared no later than June 30.
The resolution authorizing appropriations for each fund, by function, sets the legal limit for expenditures.
For all funds, materials and services, capital outlay, debt service, transfers and contingency are the levels
of control.







Urb 1 Renewal Agency of the City of Bando

Nntes to 1e Basic Financial Statements

Note 3 — Detailed Notes on All Funds and Account Groups (continued)

LGIP measured at the net asset value (NAV) are readily available to spend when needed. The balance in
this pool is expected to stay fairly static as the interest rate in the pool is desirable. The risk associated
with the LGIP is very low. The City only invests in the LGIP. The NAV of the Agency’s investments as of
June 30, 2017 was $1,021,043.

Credit risk — State statutes authorize the Agency to invest primarily in general obligations of the U.S.
Government and its agencies, certain bonded obligations of Oregon municipalities, bank repurchase
agreements, bankers’ acceptances, certain commercial papers, and the State Treasurer's investment
pool, among others. The Agency has no formal investment policy that further restricts its investment
choices.

Concentration of credit risk — The Agency is required to provide information about the concentration of
credit risk associated with its investments in one issuer that represents 5.00% or more of the total
investments, excluding investments in external investment pools or those issued and explicitly
guaranteed by the U.S. government. The Agency has no such investments.

Interest rate risk — The Agency has no formal investment policy that explicitly limits investment maturities
as a means of managing its exposure to fair value loss arising from increasing interest rates.

A reconciliation of cash and cash equivalents as shown on the statement of net position follows:

Investments in LGIP $ 1,021,043
Cash with County _ 6,383

$ 1,027,426

As of June 30, 2017, the agency had the following investments:

Investment Type Maturity % of Portfolic Cair V/=la

Local Government Investment Pool 1 day 100% $ 1,021,043




Urban Renewal Agency of the City of Bandon
Notes to the Basic Financial Statements

Note 3 — Detailed Notes on All Funds and Account Groups (continued)

B. Receivables

Tax increment revenues are received by the Agency in accordance with the provisions of ORS 457.440
which states that the portion of the taxes representing the levy against the increase, if any, in true cash
value of property icated in the urban renewal area shall, after collection by the tax collector, be paid into
a special fund of the Agency and shall be used to pay the principal and interest on indebtedness incurred
by the Agency to fine e or refinance the implementation of the urban renewai plan.

Receivables as of fiscal year end are as foliows:

Receivable 2016-2017 Cc¢ :ctions and Receivable

Coos County July 1, 2016 Net Levy Adjustments July 1, 2017
2016-2017 $ 458,545 $ (438,988) 3 19,657
2015-2( 3 $ 20,023 - (8,048) 11,975
2014-2015 10,789 - (3,786) 7,003
2013-2014 6,747 - (3,586) 3,161
2012-2013 2,642 - (1,936) 706
2011-2012 720 - (222) 498
2010-2011 449 - (96) 353
Prior years 955 - (26) 929
Total $ 42,325 $ 458,545 $ (456,688) $ 44,182

The collections of $456,688 plus interest, year end accruals and less discounts is $441,865. Couj d with
loan receivable of $4,998 equals the $436,867 in the statement of activities.

Non-current property taxes receivable are classified as deferred inflows of resources. Other accounts and
intergovernmental receivables are considered to be fully collectible. Accordingly, no provision for
es nated uncoliectibles has been established.

Property tax revenues are generated from increased assessed values within the area of the district.
Property taxes are assessed July 1 and  ached as an enforceable lien on property as of July Taxes
are levied on July 1 and are payable in full on November 15, although instaliments, payable on November
15, February 15, and May 15, are allowed. Taxes are billed and collected by the county of Coos and
remittance to the Agency is made at period intervals.
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Urban Renewal Agency of the City of Bandon
Notes to the Basic Financial Statements

Note 3 — Detailed Notes on All Funds and Account Groups (continued)

2005 OECDD loan — In addition to e above debt, onJ ' 15, 2005, the Agency entered into an
agreement with the City to pay principal and interest on a $985,000 loan the City incurred with the Oregon
Economic Development Department t¢  1ance improvements to Fillmore Avenue. As of June 30, 2007,
the City had drawn down the remainder of the loan, made necessary adjustments and finalized the terms
of the »an. The Agency has agreed to make the annual debt service payments, but the City remains
responsible. There are no reserve requirements. This debt may be paid prior to maturity without penaity.
Interest is computed semi-annually on the outstanding balance at 4%. Principal and interest payments
are required in December of each year through December 1, 2032. Annual debt requirements are shown
below:

Fiscal Year Principal Interest Total
2018 $ 24,688 $ 23,855 $ 48,543
2019 29,876 22,867 52,743
2020 30,071 21,672 51,743
2021 . 30,280 20,432 50,712
2022 30,502 19,160 49,662
2023-2027 186,256 73,835 260,091
2028-2032 223,700 30,161 253,861

555,373 $ 211,982 $ 767,355
Less current portion (24,688)

Total $ 530,685

2009 Community center development ~ The original issue date of this loan was July 1, 2008 in the

ount of $200,000, payal :tc e City. There is nores: e requirement. Interest on the outstanding
balance is computed annually at the ite of 4.5% over 10 years. The loan is payable from Agency
revenues and payments are due in July « each year. There is no penalty for early payment. Annual debt
s fice requirements are shown below:

Fiscal Year Principal Interest Total
2018 $ 23,146 $ 2,130 $ 25,276
2019 24,187 - 24,188

47,333 $ 2,130 $ 49,464
Less current portion (23,146)
Total $ 24,187
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Nntea to the Rasic Finanrig] Statements

Note 3 — Detailed Notes on | Funds and Account Groups (continued)

2012 Wedbush refinancing of locap loan — On November 28, 2012, the City entered into an agreement for
a $248,000 loan with Wedbush Bank to refinance their loan from 2008 to finance improvements to the
community building. The Agency has agreed to make the annual debt service payments, but the City
retains ultimate responsibility. There are no reserve requirements. This debt may be paid prior to maturity
without penalty. Washington Federal bought the loan in May, 2014. Interest is computed semi-annually on
the outstanding balance at a rate of 2.95% until maturity on December 1, 2022.

Fiscal Year Princip~' Interest Total
2018 $ 24,718 $ 4,107 $ 28,825
2019 25,453 3,373 28,825
2020 26,210 2,616 28,826
2021 26,988 1,837 28,825
2022 27,790 1,035 28,825
2023 14,201 210 14,411

145,360 3 13,178 3 158,537
Less current portion (24,718)

Total $ 120,642

Changes in long-term liabilities During the fiscal year ended June 30, 2017, the following changes
occurred in liabilities reported in the statement of net position:

June 30, June 30, Due Within
2016 Additions Deletions 2017 One Year
Bonds payable
2012 General obligation bond  $ 1,940,000 $ - % (90,000) $ 1,850,000 $ 95,000
Loans payable
2005 OECDD loan 579,881 - (24,508) 555,373 24,688
2009 Community center 69,483 - (22,150) 47,333 23,146
development
2012 Wedbush locap
refinance 169,365 - (24,005) 145,360 24,718
Total loans payable 818,729 - (70,663) 748,066 72,552
Total long-term liabilities $ 2,758,729 $ - $ (160,663) $ 2,598,066 $ 167,552
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Urban Renewal Agency of the City of Bandon
lotes to the Basic Financial Statements

Note 4 - Other Information

Risk Management

The Agency is exposed to various risks of loss related to torts, theft of, damage to and destruction of
assets, errors and omissions, and natural disasters for which the Agency carries commercial insurance.
There has been no sigi  cant reduction in insurance coverage from the prior years and the Agency has
not been reqr ed to pay any settiements in excess of insurance coverage during the past three fiscal
years. The Agency's insurance is provided in cor ination\ h the City.

Personnel Costs

The City Bandon invoices the Urban Renewal Agency (URA) for services provided. This includes
amounts associated with personnel costs in support of URA activities. There are no employees of the
agency.

Note 5 — Fair Value Measurements

Fair value is defined as the price that would be received to sell an assetorp to transferalia tyin an
orderly transaction betwer  market participants at the measurement date. Observable inputs are
developed based on market data obtained from sources independent of the reporting entity.
Unobservable inputs are developed based on the best information available about the assumptions
market pa ipants would use in pricing the asset. The classification of securities within the fair value
hierarchy is based upon the activity level in the market for the security type and the inputs used to
determine their fair value, as follows:

Level 1 — Unadjusted quoted prices for identical instruments in active markets.
Level 2 — Quoted prices for similar instruments in active markets; quoted prices for identical or similar
instruments in markets that are not active; and mc¢ I-derived valuations in which all significant inputs

are observable.

Level 3 — Valuations derived from valuation techniques  which sig ‘icant inputs are unobserval

Note 6 — Tax Abatements

1e Agency has enterec  to no tax abatement programs. 1ere are notaxabi ment proc ims entered
into by  ather government reducing the Agency’s property tax revenues for the year ended June 30,
2017.
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Urban Renewal Agency of the City of Bandon

Schedules of Revenues, Expenditures, and Changes in Fund Balance -
Budget and Actual (Non-U.S. GAAP Budgetary Basis)

Urban Renewal District No. 2 Fund

For the Year Ended June 30, 2017

Original and
Final Budget Actual Variance
REVENUES
Taxes
Property taxes - current year $ 132,685 $ 148,488 $ 15,803
Previously levied taxes 14,480 4,030 (10,450)
Interest 500 3,341 T 341
Grants - - -
Payments in lieu of taxes 250 - (250)
Total revenues 147,915 155,859 7,944
EXPENDITURES
General government
Materials and services 8,200 126 8,074
Capital outlay 265,135 83,184 181,951
Debt service 146,000 54,102 114,047
Total expenditures 419,335 137,412 304,073
NET CHANGE IN FUND BALANCE (271,420) 18,447 289,867
FU 1+ BALANCE, beginning of year,
budgetary basis 271,920 351,644 79,724
FUND BALANCE, end of year,
budgetary basis 3 500 370,091 $ 369,591
INTERFUND LOAN PAYABLE (47,333)

FUND BALANCE, at end of year, U.S. GAAP basis $ 322,758
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y TERTDFIED

October 4, 2018

Independent Auditors’ Report Required by Oregon State Regr'~*ons

We have audited e basic financial statements of the City of Bandon Urban Renewal Agency as of and
for the year ended June 30, 2017, and have issued our report thereon dated October 4, 2018. We

conducted our audit in accordance with auditing standards generally accepted in the United States of
America.

Con liar-~

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

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

D« osit of pul ¢ funds with nancial institutions (ORS Chapter 295)
Indebtedness limitations, restrictions and repayment.

Budgets legally required (C .S Chapter 294).

Insurance and fidelity bonds in force or required by law.

Authorized investment of surplus funds (ORS € apter 294).

Pv lic contracts and purchasing (ORS Chapters 279A, 279B, 279C).
Programs funded from outside sources.

In connection with our testing nothing came to our attention that caused us to believe the City of Bandon
Urban Renewal Agency was not in substantial compliance with certain provisions of laws, regulations,
contracts, and grants, including the provisions of Oregon Revised Statutes as specified in Oregon
Administrative Rules 162-10-000 through 162-10-320 of the Minimum Standards for Audits of Oregon
Municipal Corporations.
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0OAR 162-10-0230 Internal Control

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

We noted a matter involving the internal control structure and its operations that we consider to be a
significant deficiency under standards established by the American institute of Certified Public
Accountants, which is noted in our management letter dated October 4, 2018.

This report is intended s :ly for the information and use of the council members and management and

the Oregon Secretary of State and is not intended to be and should not be used by anyone other than
these parties.

Z# B,

R(Z R. ROGERS, CPA
PAULY, ROGERS AND CO., P.C.
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