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In the opinion of Orrick, Herrington & Sutcliffe LLP, Special Counsel to the City (“Special Counsel”), based upon an analysis of existing laws, regulations,
rulings and court decisions, and assuming, among other matters, the accuracy of certain representations and compliance with certain covenants, that portion of
the payments received by holders of the Obligations with respect to the obligations of the City under the Financing Agreement (the “Financing Obligations”)
designated as and constituting interest on the Financing Obligations is excluded from gross income for federal income tax purposes under Section 103 of the
Internal Revenue Code of 1986 (the “Code”). In the further opinion of Special Counsel, interest on the Financing Obligations is not a specific preference item
for purposes of the federal individual or corporate alternative minimum taxes, although Bond Counsel observes that such interest is included in adjusted current
earnings when calculating corporate alternative minimum taxable income. In the further opinion of Special Counsel, based upon an analysis of existing laws,
regulations, rulings and court decisions, that portion of the payments received by holders of the Financing Obligations that are designated as and constituting
interest is exempt from personal income taxation imposed by the State of Oregon. Special Counsel expresses no opinion regarding any other tax consequences
related to the ownership or disposition of the Obligations or the Financing Obligations, or the accrual or receipt of interest represented on, the Financing
Obligations. See “TAX MATTERS” herein.
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DUE: June 1, as shown inside cover

The Full Faith and Credit Obligations, Series 2013 (the “Obligations”), will be issued by the City of Lake Oswego, Oregon (the “City”), in book-entry-only form
in denominations of $5,000 or integral multiples thereof. The Obligations are registered obligations issued in the name of Cede & Co., as nominee of The
Depository Trust Company (“DTC”), New York, New York. (See “APPENDIX E - BOOK-ENTRY-ONLY SYSTEM” herein.) So long as the Obligations
remain in the book-entry-only system, principal and interest payments will be remitted by the registrar and paying agent of the City, currently Wells Fargo Bank,
National Association, Portland, Oregon, to DTC, who in turn will be required to distribute such payments to DTC Participants for ultimate distribution to
Beneficial Owners.
The proceeds of the sale of the Obligations will be used to pay costs of, or to reimburse the City for the payment of costs of, capital improvements to the City's
water system, and to pay costs of issuance (collectively, the “Project”).
Pursuant to the terms of a financing agreement (the “Financing Agreement”) the payment obligations of the City under the Financing Agreement (the “Financing
Payments”) are secured by and payable from the City’s general non-restricted revenues and other funds that are lawfully available, including the proceeds of the
Financing Agreement and revenues from an ad valorem tax authorized to be levied under the City’s permanent tax rate limit under Sections 11 and 11b, Article
XI of the Oregon Constitution and revenues derived from other taxes, if any, levied by the City in accordance with and subject to limitations and restrictions
imposed under applicable law or contract, that are not dedicated, restricted or obligated by law or contract to an inconsistent expenditure or use. The obligation of
the City to make payments is a full faith and credit obligation of the City and is not subject to appropriation. The payment obligations of the City under the
Financing Agreement are additionally secured by a subordinate pledge of Net Revenues of the Water System, as provided in Resolution No. 99-22 of the City (the
“Master Water Resolution”). Such pledge of Net Revenues is subordinate to the lien on, and pledge of, the Net Revenues for the senior bonds outstanding from
time to time under the Master Water Resolution. The registered Owners (as defined herein) of the Obligations do not have a lien or security interest on the
Project financed with the proceeds of the Obligations. The Financing Agreement does not constitute a debt or indebtedness of the State of Oregon, or any
political subdivision thereof other than the City.
The Obligations evidence and represent undivided proportionate interests of the Owners thereof in Financing Payments (defined herein) to be made by the City
pursuant to a Financing Agreement. The interest component of the Financing Payments evidenced and represented by the Obligations will be payable on
December 1, 2013 and semiannually thereafter on June 1 and December 1 of each year. The principal component will be payable on June 1 as shown in the
maturity schedule on the inside cover hereto. The principal and interest components of the Financing Payments evidenced and represented by the Obligations
will be payable to the persons in whose names such Obligations are registered (the “Owners”), at their addresses appearing upon the registration books on the 15th
day of the month preceding a payment date.
The Obligations are subject to prepayment. See “DESCRIPTION OF THE OBLIGATIONS – Prepayment Provisions” herein.

Maturity Schedule Appears Inside Cover
This cover page contains certain information for quick reference only. It is not a summary of this issue. Investors must read the entire official
statement to obtain information essential to the making of an informed investment decision.
The Obligations were sold via competitive sale on August 27, 2013. The Obligations are offered for sale to the original purchaser subject to the final approving
opinion of Orrick, Herrington & Sutcliffe, LLP, Special Counsel to the City. It is expected that the Obligations will be available for delivery to the Registrar for
Fast Automated Securities Transfer on behalf of DTC, on or about September 11, 2013 (“Date of Delivery”).

Western Financial Group, LLC
3300 NW 185th Ave., #270
Portland, Oregon 97229
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Maturity Schedule
$75,290,000
Full Faith and Credit Obligations, Series 2013

Due
June 1

Principal
Amount

Interest
Rate

2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038

$ 2,125,000
2,210,000
2,295,000
2,390,000
2,485,000
2,585,000
2,685,000
2,795,000
2,935,000
3,080,000
3,235,000
3,365,000
3,500,000
3,640,000
3,790,000
3,980,000
4,180,000
4,390,000
4,585,000
4,795,000
5,010,000
5,235,000

4.00%
4.00
4.00
4.00
4.00
4.00
4.00
5.00
5.00
5.00
4.00
4.00
4.00
4.25
5.00
5.00
5.00
4.50
4.50
4.50
4.50
4.50

CUSIP #
Yield
1.18%
1.60
1.95
2.30
2.60
2.90
3.10
3.27 *
3.45 *
3.64 *
4.00
4.12
4.24
4.35
4.33 *
4.40 *
4.45 *
4.50
4.55
4.60
4.65
4.70

510390†
VY0
VZ7
WA1
WB9
WC7
WD5
WE3
WF0
WG8
WH6
WJ2
WK9
WL7
WM5
WN3
WP8
WQ6
WR4
WS2
WT0
WU7
WV5

* Priced to the first call date of June 1, 2023

† CUSIP is a registered trademark of the American Bankers Association. The CUSIP numbers are provided by Standard and Poor's CUSIP
Service Bureau, a division of The McGraw-Hill Companies, Inc. The CUSIP numbers are included above for convenience of the holders and
potential holders of the Obligations. No assurance can be given that the CUSIP numbers for the Obligations will remain the same after the
date of issuance and delivery of the Obligations.
No dealer, broker, salesperson or any other person has been authorized by the City to give any information or to make any representations
other than those contained in this Official Statement in connection with the offering contained herein, and, if given or made, such information
or representations must not be relied upon. This Official Statement does not constitute an offer or solicitation of an offer to buy nor shall
there be any sale of the Obligations by any person in any jurisdiction in which it is unlawful for such offer, solicitation or sale.
The information set forth herein has been obtained from the City, DTC, and other sources that are believed to be reliable. The information
and expressions of opinion herein are subject to change without notice, and neither the delivery or this Official Statement nor any sale made
thereafter shall under any circumstances create any implication that there has been no change in the affairs of the City or in any other
information contained herein since the date hereof.
This Official Statement contains “forward-looking statements” within the meaning of the federal securities laws. These forward-looking
statements include, among others, statements concerning expectations, beliefs, opinions, future plans and strategies, anticipated events or
trends and similar expressions concerning matters that are not historical facts. The forward-looking statements in this Official Statement are
subject to risks and uncertainties that could cause actual results to differ materially from those expressed in or implied by such statements.
THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND EXCHANGE COMMISSION
OR ANY STATE SECURITIES COMMISSION, NOR HAS THE SECURITIES AND EXCHANGE COMMISSION OR ANY STATE
SECURITIES COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF THIS OFFICIAL STATEMENT. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.
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The City’s website is not part of this official statement, and investors should not rely on information which is presented in the
City’s website in determining whether to purchase the Obligations. This inactive textual reference to the City’s website is not a
hyperlink and does not incorporate the City’s website, by reference
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There is one vacant position which is expected to be filled in September 2013.
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OFFICIAL STATEMENT FOR THE
CITY OF LAKE OSWEGO, OREGON
$75,290,000 Full Faith and Credit Obligations, Series 2013
The City of Lake Oswego (the “City”), a political subdivision duly organized and existing under and by virtue of the laws of
the State of Oregon (the “State”) furnishes this Official Statement in connection with the offering of $75,290,000 aggregate
principal amount of Full Faith and Credit Obligations, Series 2013 (the “Obligations”), dated the Date of Delivery. This
Official Statement, which includes the cover page and appendices, provides information concerning the City and the
Obligations.
Capitalized terms used and not defined herein shall have the meanings assigned to such terms in “APPENDIX A – FORM
OF FINANCING AGREEMENT AND FORM OF ESCROW AGREEMENT,” which is attached hereto and
incorporated by reference herein.

DESCRIPTION OF THE OBLIGATIONS
The Obligations will be issued in the aggregate principal amount of $75,290,000. The Obligations evidence and represent
undivided proportionate interests of the Owners thereof in payments (the “Financing Payments”) to be made by the City
pursuant to a financing agreement (the “Financing Agreement”) dated the Date of Delivery, between the City and Wells
Fargo Bank, National Association, as paying agent, registrar and escrow agent (the “Registrar” or “Escrow Agent”). The
Obligations are executed and delivered pursuant to an escrow agreement (the “Escrow Agreement”) dated the Date of
Delivery, between the City and the Escrow Agent.
PRINCIPAL AMOUNT, DATE, INTEREST RATE AND MATURITIES
The sum of the principal components of the Financing Payments (the “Financing Amounts”) evidenced and represented by
the Obligations equals $75,290,000. The interest components of the Financing Payments evidenced and represented by the
Obligations are payable on the scheduled Payment Dates (each June 1 and December 1, commencing December 1, 2013) and
in the amounts, with interest payable at the rates, all as set forth on the inside cover of this Official Statement. Interest on the
principal of the Financing Payments evidenced and represented by the Obligations will be computed on the basis of a 360day year consisting of twelve 30-day months. The principal component of the Financing Payments will be due on June 1 as
set forth on the inside cover of this Official Statement.
The Obligations will be issued only as fully registered obligations without coupons in principal denominations of $5,000 or
any integral multiple thereof. Interest on the Obligations is remitted by the Escrow Agent to Depository Trust Company
(“DTC”), who in turn will be required to distribute such payments to its participants (the “DTC Participants”) for ultimate
distribution to Beneficial Owners (as defined herein).
AUTHORIZATION AND PURPOSE OF ISSUANCE
The City is authorized pursuant to Oregon Revised Statutes (“ORS”) Section 271.390, and the laws of the State to enter into
financing agreements, lease purchase agreements or other contracts of purchase to finance real or personal property that the
Mayor and City Council (collectively, the “City Council”) determines is needed and to authorize obligations of participation
in the payment obligations of the City under such financing agreements, lease-purchase agreements or other contracts of
purchase.
The Obligations are being issued to pay costs of, or to reimburse the City for the payment of costs of, capital improvements
to the City's water system, and to pay costs of issuance (collectively, the “Project” or "LO-Tigard Project").
The City is pledging its full faith and credit to the payment of the principal components of the Financing Agreement as
security for the Project. Under and in accordance with State law and pursuant to Resolution No. 13-17 adopted by the City
Council on July 16, 2013 (the “Obligation Resolution”), the City is authorized to enter into the Financing Agreement and the
Escrow Agreement for the Obligations; to provide the terms of execution, delivery and sale of the Obligations; and to
authorize certain officials and employees of the City to take action on the City’s behalf. Together, the Financing Agreement
and Escrow Agreement are referred to herein as the “Agreements.” Under the Agreements, the Escrow Agent will provide to
the City an amount equal to the Financing Amount to finance the Project, but only from the proceeds of the sale of the
Obligations as provided in the Agreements. The City agrees in the Agreements to borrow the Financing Amount from the
Escrow Agent, and to repay that principal amount in installments, with interest, by making the Financing Payments and
paying the Additional Charges as provided in the Financing Agreement.
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DISBURSEMENT FEATURES
Financing Payments. The Financing Payments will be payable by the Escrow Agent to DTC, which, in turn, is obligated to
remit such principal and interest components to DTC Participants for subsequent disbursement to the owners of beneficial
interests in the Obligations (the “Beneficial Owners”), as further described in APPENDIX E attached hereto.
Book-Entry System. The Obligations will be executed and delivered as fully registered obligations and, when executed and
delivered, will be registered in the name of Cede & Co. as Owner and as nominee for DTC. DTC will act as securities
depository for the Obligations. Individual purchases and sales of the Obligations may be made in book-entry form only in
minimum denominations of $5,000 within a single maturity and integral multiples thereof. Beneficial Owners will not
receive certificates representing their interest in the Obligations. See APPENDIX E attached hereto for additional
information.
Procedure in the Event of Revisions of Book-Entry Transfer System. If DTC resigns as the securities depository and the City
is unable to retain a qualified successor to DTC, or the City has determined that it is in the best interest of the City not to
continue the book-entry system of transfer or that interests of the Beneficial Owners of the Obligations might be adversely
affected if the book-entry system of transfer is continued, there will be executed, authenticated and delivered at no cost to the
Beneficial Owners or their nominees, Obligations in fully registered form, in the denomination of $5,000 or any integral
multiple thereof. Thereafter, the principal components of the Financing Payments evidenced and represented by the
Obligations will be payable upon due presentment and surrender of such Obligations at the principal office of the Registrar.
The interest components of the Financing Payments evidenced and represented by the Obligations will be mailed or caused to
be delivered to the Owners, at the addresses appearing upon the registration books on the 15th day of the month preceding a
Payment Date. The Obligations will be transferable as provided in the Escrow Agreement.
PREPAYMENT PROVISIONS
Optional Prepayment. The Obligations maturing on and after June 1, 2024 are subject to prepayment at the option of the
City, in whole or in part on any date on and after June 1, 2023 at a price of par, plus accrued interest, if any, to the date of
prepayment.
Notice of Prepayment (DTC). So long as the Obligations are in book-entry form, the Escrow Agent shall notify DTC of an
early prepayment not less than 20 days prior to the date fixed for prepayment, and shall provide such information as required
by a letter of representation submitted to DTC in connection with the issuance of the Obligations.
Notice of Prepayment (No DTC). During any period in which the Obligations are not in book-entry only form, unless waived
by any Owner of the 2013 Obligations to be redeemed, official notice of any prepayment of Obligations shall be given by the
Escrow Agent on behalf of the City by mailing a copy of an official prepayment notice by first class mail, postage prepaid, at
least 20 days and not more than 60 days prior to the date fixed for prepayment, to the Owners of the Obligations to be prepaid
at the address shown on the bond register or at such other address as is furnished in writing by such Owner to the Escrow
Agent.
Conditional Prepayment. Any notice of optional prepayment to the Registrar or to the Obligation owners may state that the
optional prepayment is conditional upon receipt by the Registrar of moneys sufficient to pay the prepayment price of such
Obligations or upon the satisfaction of any other condition, and/or that such notice may be rescinded upon the occurrence of any
other event, and any conditional notice so given may be rescinded at any time before payment of such prepayment price if any
such condition so specified is not satisfied or if any such other event occurs. Notice of such rescission or of the failure of any
such condition shall be given by the Registrar to affected Obligation owners as promptly as practicable upon the failure of such
condition or the occurrence of such other event.
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USE OF OBLIGATION PROCEEDS
The proceeds from the Obligations are expected to pay costs of, or to reimburse the City for the payment of costs of, capital
improvements to City’s water system (the “Water System”) which includes the City’s Lake Oswego Tigard Water
Partnership Project (“LO-Tigard Project”) and to pay the cost of issuing the Obligations. See “Water System - Lake
Oswego Tigard Water Partnership Project” herein.
SOURCES AND USES OF FUNDS
The proceeds from the Obligations are estimated to be applied as shown in Table 1.
Table 1 – Sources and Uses of Funds

Sources of Funds:

Par Amount
Net Original Issue Premium
Total Sources of Funds

$75,290,000.00
2,759,964.00
$78,049,964.00

Uses of Funds:
Pay off Line of Credit
Project Fund
Underwriter's Discount
Cost of Issuance
Total Uses of Funds

$ 13,000,000.00
64,000,000.00
892,269.32
157,694.68
$78,049,964.00

Source: City of Lake Oswego.

EXPECTED PLAN OF REPAYMENT
The City expects to repay the Obligations from the net revenues of the City’s Water System. The City has covenanted to set,
charge and collect rates, fees and other charges in connection with the operation of the Water System which, when combined
with other revenues, are adequate to meet debt service requirements of the Obligations and of outstanding water revenue
bonds. If planned rate increases are not implemented sufficient to pay Obligation debt service, the City would use other
legally available funds to pay the debt service of the Obligations. See “Security for the Obligations” herein.
The remainder of page intentionally left blank.
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FULL FAITH AND CREDIT DEBT SERVICE REQUIREMENTS
The following table presents the debt service requirements of obligations with a claim on the general fund of the City, including
the Obligations. However it does not include debt service requirements of the City’s general obligation bonds which are payable
from ad valorem taxes, and does not include debt service requirements of the City’s short-term borrowings (see “CITY DEBT
INFORMATION - SHORT TERM BORROWING” herein).
The City expects to pay debt service on the Obligations from the City’s water system revenues.

Table 2 – Full Faith and Credit Obligations Debt Service Requirements
FY Ending

Outstanding
1

June 30

Obligations

2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
Totals

$ 7,193,357
7,193,432
7,190,932
7,181,157
7,184,307
7,178,382
7,178,532
7,173,432
7,170,994
7,167,907
7,158,332
7,154,107
7,151,482
7,160,507
7,157,907
7,160,482
7,148,272
7,132,125
6,307,100
6,313,644
6,305,781
6,305,200
$154,267,371

The Obligations2
Principal

$ 2,125,000
2,210,000
2,295,000
2,390,000
2,485,000
2,585,000
2,685,000
2,795,000
2,935,000
3,080,000
3,235,000
3,365,000
3,500,000
3,640,000
3,790,000
3,980,000
4,180,000
4,390,000
4,585,000
4,795,000
5,010,000
5,235,000
$75,290,000

Interest
$ 2,418,271
3,348,375
3,348,375
3,348,375
3,263,375
3,174,975
3,083,175
2,987,575
2,888,175
2,784,775
2,677,375
2,537,625
2,390,875
2,236,875
2,107,475
1,972,875
1,832,875
1,678,175
1,488,675
1,289,675
1,080,675
883,125
676,800
461,025
235,575
$54,195,146

1

Total
$ 9,611,628
10,541,807
10,539,307
12,654,532
12,657,682
12,648,357
12,651,707
12,646,007
12,644,169
12,637,682
12,630,707
12,626,732
12,622,357
12,632,382
12,630,382
12,633,357
12,621,147
12,600,300
11,775,775
11,783,319
11,776,456
11,773,325
5,471,800
5,471,025
5,470,575
$283,752,517

Repayment sources for the outstanding obligations are sewer system revenue and tax increment revenue of the Lake Oswego Renewal
Agency.
2

Repayment source for these Obligations is water system revenue.

Columns may not foot due to rounding.
Source: City of Lake Oswego.

The remainder of page intentionally left blank.
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SECURITY FOR THE OBLIGATIONS
The Obligations represent undivided ownership interests in the installment payments of principal and interest due from the
City under the Financing Agreement. Under the Financing Agreement, the Financing Payments are payable from the City’s
general non-restricted revenues and other funds which may be available for that purpose. The obligation to pay the Financing
Payments is a full faith and credit obligation of the City. The Obligations are not general obligations of the State or any other
political subdivision or municipal corporation of the State.
In the Financing Agreement, the City has covenanted to use all taxing power available to it under the law that is necessary to
generate funds sufficient to permit the City to make all Financing Payments, subject only to the limitations of Article XI,
Sections 11 and 11b of the Oregon Constitution, and any limitations that are imposed by law.
The payment obligations of the City under the Financing Agreement are additionally secured by a subordinate pledge of Net
Revenues of the Water System, as provided in Resolution No. 99-22 of the City (the “Master Water Resolution”). Such
pledge of Net Revenues is subordinate to the lien on, and pledge of, the Net Revenues for the senior bonds outstanding from
time to time under the Master Water Resolution (the “Senior Bonds”). The obligation of the City to pay Financing Payments
is a Subordinate Obligation of the City payable from amounts in the Subordinate Obligations Account (as such terms are
defined in the Master Water Resolution). See APPENDIX F - MASTER WATER RESOLUTION AND RECENT
AMENDMENTS.
Pursuant to the Master Water Resolution, the City has covenanted and agreed for the benefit of the owners of Senior Bonds
and the owners of all Subordinate Obligations that it will comply with all requirements of the Master Water Resolution.
Owners of Subordinate Obligations are not entitled to declare an Event of Default or exercise remedies under the Master
Water Resolution without the consent of one hundred percent (100%) of the owners of Senior Bonds. Currently, the only
Senior Bonds outstanding are the $7,265,000 outstanding principal amount of the City’s Water Revenue and Refunding
Bonds, Series 2007.
In addition, under the Master Water Resolution, the City covenanted and agreed for the benefit of owners of all Senior Bonds
and owners of all Subordinate Obligations that it will set, charge and collect rates, fees and other charges in connection with
the operation of the Water System which, when combined with other Gross Revenues, are adequate to generate Net Revenues
each Fiscal Year at least equal to one hundred percent (100%) of Annual Debt Service due with respect to Senior Bonds in
that Fiscal Year plus one hundred percent (100%) of annual debt service due with respect to Subordinate Obligations in that
Fiscal Year. Annual debt service with respect to Subordinate Obligations shall be calculated in the manner set forth in the
definition of “Annual Debt Service” as if such definition referred to “Subordinate Obligations” rather than “Bonds.”
The Master Water Resolution allows for the issuance by the City of additional Senior Bonds and Subordinate Obligations
upon satisfaction of certain conditions. See APPENDIX F - MASTER WATER RESOLUTION AND RECENT
AMENDMENTS.
THE OBLIGATION OF THE CITY TO MAKE THE FINANCING PAYMENTS IS ABSOLUTE AND UNCONDITIONAL AND IS NOT
SUBJECT TO ANNUAL APPROPRIATION. THE REGISTERED OWNERS OF THE OBLIGATIONS DO NOT HAVE A LIEN OR SECURITY
INTEREST IN THE PROJECT FINANCED WITH THE PROCEEDS OF THE OBLIGATIONS.
The City’s obligation to make Financing Payments is not subject to any of the following:
1.
2.
3.
4.

any setoff, counterclaim, recoupment, defense or other right which the City may have against the Escrow Agent, any
contractor or anyone else for any reason whatsoever;
any insolvency, bankruptcy, reorganization or similar proceedings by the City;
abatement through damage, destruction or non-availability of the Project, or
any other event or circumstance whatsoever, whether or not similar to any of the foregoing.

The City’s obligation to make Financing Payments is binding for the term of the Financing Agreement.
The remainder of page intentionally left blank.
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THE CITY
GENERAL DESCRIPTION
The City of Lake Oswego, located eight miles southwest of Portland on the Willamette River, covers an area of
approximately ten square miles, including the 405-acre Oswego Lake. The City, with an estimated 2012 population of
36,770 is located in three counties, the largest portion in Clackamas County, with small areas in Multnomah and Washington
counties.
GOVERNMENT
The City of Lake Oswego was incorporated in 1910 and operates as a home rule city with a council-manager form of
government. The Mayor and six councilors are elected at large on a non-partisan basis for overlapping four-year terms. The
City provides a broad range of urban services to its residents, including police and fire, land use planning and zoning, streets,
water, wastewater and surface water collection and treatment, recreation and library services.
CITY COUNCIL
Current members of the Council are shown in the following table.
Table 3 – City Council
Council Member
Kent Studebaker, Mayor
Karen Bowerman
Jeff Gudman
Jon Gustafson
Donna Jordan
Skip O'Neill

Occupation
Retired, Lawyer and manufacturer's representative
Business advisor and consultant
Businessman and investor
Remodeler and real estate broker
Retired, Public relations and advertising management
Business owner

Term Expires
12/31/16
12/31/16
12/31/14
12/31/16
12/31/14
12/31/16

* Councilor Mike Kehoe, whose term expires December 31, 2014, resigned in August 2013. The City Council is expected to appoint a
replacement in September 2013.
Source: City of Lake Oswego.

KEY CITY ADMINISTRATION AND MANAGEMENT
Scott Lazenby City Manager, was appointed to the position on June 26, 2013. Mr. Lazenby is the former City Manager for
the City of Sandy, Oregon where he served in that capacity for 21 years. Before becoming city manager in Sandy, Oregon,
Mr. Lazenby worked as the management and budget director for Glendale, Arizona, and as assistant to the city manager in
Vancouver, Washington.
He has a bachelor's degree in physics from Reed College, a master's in public management and policy from Carnegie-Mellon
University and a doctorate in public administration and policy from Portland State University. Mr. Lazenby also serves as an
adjunct professor in the Mark O. Hatfield School of Government at Portland State University.
David Donaldson, Assistant City Manager, joined the City of Lake Oswego in December 2006 and serves as the Assistant
City Manager overseeing many of the City’s operating departments. Prior to that he served as the Deputy City Manager in
Wilsonville, OR for 8 years. Prior to that he worked in the private sector for 12 years including four years with Korn/Ferry
International in Los Angeles. He has a BS from Ohio University and an MS in Public Administration from the University of
Oregon.
Ursula Euler, Finance Director, joined the City in November 2009. Ms. Euler comes from an auditing and private
accounting background, and previously worked as Public Works financial manager for the City of Olympia, Washington.
She is a Certified Public Accountant and received her Bachelor of Science degree in Accounting from the University of
Nevada- Reno summa cum laude and a Masters in Business Administration with an emphasis in finance from the University
of Washington-Seattle, in 1999.
CITY STAFF AND BARGAINING UNITS
As of June 30, 2013, the City had 302 full-time employees, approximately 33 part-time employees (occupying the equivalent
of 22 full-time positions) and approximately 70 temporary/seasonal employees throughout the year. The majority of City
employees who are eligible under State law to be represented by a labor organization are employed under provisions of
negotiated contracts with the three labor organizations. The City enters into written bargaining agreements with each of the
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bargaining organizations. The agreements contain provisions on such matters as salaries, vacation, sick leave, medical and
dental insurance, working conditions, and grievance procedures.
Table 4 – Bargaining Units
Number of
Employees
49
43
161

BARGAINING UNIT
Lake Oswego Police Officers Association
International Association of Firefighters
Lake Oswego Municipal Employees Association1
1.
2.

Affiliated with AFSME
Contract negotiations included a salary reopener in 2014.

Source: City of Lake Oswego

The remainder of page intentionally left blank.
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Termination Date of
Current Contract
6/30/14
6/30/14
6/30/152

CITY FINANCIAL INFORMATION
FISCAL YEAR
The fiscal year for the City commences on July 1 and ends on June 30 of the following year.
SIGNIFICANT ACCOUNTING POLICIES
The financial statements of the City have been prepared in conformity with generally accepted accounting principles
(“GAAP”) as applied to government units. The Governmental Accounting Standards Board (“GASB”) is the accepted
standard-setting body for establishing governmental accounting and financial reporting principles.
BASIS OF ACCOUNTING
The government-wide financial statements are presented on a full accrual basis of accounting with an economic resource
measurement focus, as are the proprietary funds financial statements. An economic resource focus concentrates on an entity
or fund’s net assets. All transactions and events that affect the total economic resources (net assets) during the period are
reported. An economic resources measurements 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. The City's accounting practices conform to GAAP.
The City has received the Certificate of Achievement for Excellence in Financial Reporting from the Government Finance
Officers Association of the United States and Canada (“GFOA”) for the Comprehensive Annual Financial Report every year
since its fiscal year ending 1992 audit report.
INDEPENDENT AUDIT REQUIREMENT
In accordance with the Oregon Municipal Audit Law (ORS 297.405 to 297.555) and ORS 297.990 an audit is conducted at
the end of each fiscal year by independent certified public accountants. This requirement has been complied with and the
financial statements have received an “unqualified opinion” from the auditors. Such an opinion indicates there was no
limitation on the scope of the auditor's examination and the financial statements were prepared in accordance with GAAP.
The City's audits for the Fiscal Years ended June 30, 2007 through 2012 were performed by Talbot, Korvola & Warwick
LLP, Portland, Oregon. The City's Comprehensive Annual Financial Report for the fiscal year ended June 30, 2012 is
included in APPENDIX B.
TALBOT, KORVOLA & WARWICK, LLP, THE CITY’S INDEPENDENT AUDITOR, HAS NOT BEEN ENGAGED TO
PERFORM, AND HAS NOT PERFORMED, SINCE THE DATE OF ITS REPORT INCLUDED HEREIN, ANY
PROCEDURES ON THE FINANCIAL STATEMENTS ADDRESSED IN THAT REPORT. TALBOT, KORVOLA &
WARWICK, LLP ALSO HAS NOT PERFORMED ANY PROCEDURES RELATING TO THIS OFFICIAL
STATEMENT.
BUDGETING PROCESS
The City prepares an annual budget in accordance with provisions of the Oregon Local Budget Law (ORS 294.305 to ORS
294.565, inclusive), which provides standard procedures for the preparation, presentation, administration and appraisal of
budgets. The law mandates public involvement in budget preparation and public exposure of its proposed programs. The
law also requires that the budget be balanced.
Prior to adoption, the proposed budget must be approved by a budget committee consisting of the Mayor and six City
Councilors and an equal number of laypersons. In one or more advertised public meetings, the budget committee reviews the
budget and the “budget message,” which explains the budget and significant changes in the local government's financial
position. All budget committee meetings are open to the public.
Following budget approval by the budget committee, another public hearing is held by the City Council. A budget summary
and notice of hearing are published prior to the hearing. Publication is governed by strict requirements as to time and mode.
The City Council has adopted an ending fund balance and contingency policy for all major funds. In accordance with the
policy for the General Fund contingency, the General Fund contingency and required ending fund balance is 14% and 16%,
respectively, of General Fund’s operating budget. The City has received the GFOA Distinguished Budget Presentation
Award every year from the fiscal years ended June 30, 1999-00 through 2012-13, except for the fiscal year ended June 30,
2009-10, when the City did not apply for or receive the award.
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GENERAL FUND BUDGETS
Table 5 shows the adopted General Fund Budgets for the two most recent and current fiscal years, and estimated Resources
and Requirements for FY 2012-2013. The FY 2012-13 Estimated amounts shown were developed in January 2013 and are
stated as disclosed in the City’s FY 2012-13 Adopted Budget. A recent estimate places the ending fund balance (including
contingency) as of June 30, 2014 at $24.5 million, including $9.3 million reserved in separate funds for the Building Fund,
two Endowment funds, and a capital reserve.
Table 5 –General Fund Budgets
2012-13
Estimated

2012-13
Adopted Budget 2

2013-14
Adopted Budget

Resources
Beginning Fund Balances
Property Taxes
Franchise Fees
Intergovernmental
Fines & Forfeitures
Licenses
Fees
Sales & Services
Investment Income
Reimbursements
Gifts & Donations
Charges for Services1
Other Revenues
Transfers1
Other Financing Sources
TOTAL RESOURCES

$23,628,739
27,712,000
2,125,000
4,307,000
1,053,000
214,000
2,491,000
3,739,000
466,000
49,000
285,000
61,000
2,993,000
$69,123,739

$24,681,968
27,838,000
2,158,000
4,364,000
1,042,000
205,000
2,620,000
3,908,000
466,000
147,000
214,000
91,000
2,993,000
3,000
$70,730,968

$25,066,968
28,502,000
2,003,000
4,234,000
1,052,000
215,000
1,113,000
3,767,000
55,000
35,000
207,000
2,777,000
61,000
131,000
$69,218,968

Requirements
Personal Services
Materials & Services
Debt Service
Transfers to Other Funds
Capital Outlay
Transfers to Establish New Funds
Contingency
Unappropriated Ending Fund Balance
TOTAL REQUIREMENTS

$32,505,000
9,458,000
1,236,000
1,789,000
1,768,000
5,912,000
16,455,739
$69,123,739

$31,956,000
9,263,000
1,030,000
1,757,000
1,658,000
25,066,968
$70,730,968

$33,028,000
9,039,000
1,050,000
966,000
631,000
9,315,000
6,720,000
8,469,968
$69,218,968

Source: City of Lake Oswego.
1.
2.

Beginning 2013-14, internal transfers are budgeted as charges for services.
Adopted Budget includes budget adjustments.
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Table 6 – General Fund Balance Sheets
As of June 30

Assets and other debits
Cash & investments 1
Receivables
Property taxes
Accounts
Notes
Due from other funds
Restricted cash and investments
Restricted beneficial interest in trust
Total assets & other debits
Liabilities & Fund Balances
Liabilities
Accounts payable
Salaries and benefits payable
Refundable deposits
Deferred revenue
Total liabilities
Fund balances 2
Non-spendable in form
Restricted for:
Senior center programs and capital
Reserved for library & community center
Energy conservation
Building fees and permits
Comprehensive plan review
Public safety programs
Tourism
Capital projects
Assigned to:
Library improvements
Fire truck purchase
Equipment replacement
Unreserved – undesignated1/ Unassigned
Total fund balances
Total liabilities & fund balances2

20091

2008

2010

2011

2012

$3,568,655

$14,177,790

$9,074,051

$13,552,607

$17,279,502

206,678
337,676
$4,113,009

1,785,581
725,427
226,023
2,666,967
3,295,233
$22,877,021

1,714,415
552,849
1,576,267
5,798,511
2,455,684
3,622,106
$24,793,883

1,670,484
894,306
1,659,871
3,663,478
2,436,870
4,347,332
$28,224,948

1,957,473
744,431
1,771,974
2,351,593
4,129,883
$28,234,856

$ 132,954
190,587
185,522
509,063

$

$

$

825,558
218,594
81,872
1,524,186
2,650,210

$ 1,220,726
279,887
87,900
1,964,375
3,552,888

756,321
260,043
204,083
1,653,596
2,874,043

632,879
238,330
112,208
1,373,953
2,357,370

-

-

-

1,500,000

1,500,000

-

3,295,233
2,653,658
-

3,622,106
2,455,684

1,788,368
2,558,964
118,926
2,436,870
17,402
541
5,000
29,475

1,661,251
1,925,798
15,151
2,351,593
-

-

-

-

3,603,946
3,603,946
$4,113,009

14,054,087
20,002,978
$22,877,021

16,358,723
22,436,513
$24,793,883

514,000
500,000
16,105,192
25,574,738
$28,224,948

914,000
600,000
144,000
15,570,175
24,681,968
$28,234,856

-

1.

Beginning with FY 2008-09, Parks and Recreation, Community Development, Public Safety, Community Services (including Library
Services) were combined into one General Fund consolidating all assets, liabilities and fund balances.

2.

With the implementation of GASB 54 in 2011, the City has reclassified fund balances as Non-Spendable, Restricted, Assigned and
Unassigned. These designations better reflect the availability of these funds for specific versus general purposes.

3.

One of the Library endowments in the amount of $542,834 will be combined with the funds Reserved for library & community center
going forward, as it had been in the past. In 2012-13 it was included with Unassigned fund balance.

Source: Derived from annual audited financial statements of the City.
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The following table reflects the General Fund Statement of Revenues, Expenditures and Changes in Fund Balance for the last
five years.
Table 7 – General Fund Statement of Revenues, Expenditures and Changes in Fund Balance
As of June 30

Property taxes
Franchise fees
Intergovernmental
Licenses & fees
Fines and forfeitures
Sales and services
Charges for service
Miscellaneous
Total revenues
Expenditures
General government
Public safety
Culture and recreation
Debt service 2
Principal
Interest
Intergovernmental expenditures
Capital outlay 3
Total expenditures
Revenues over (under) expenditures
Other financing sources (uses)
Proceeds from bonds issued
Operating transfers in 4
Transfers out 5
Proceeds from sale of capital assets
Proceeds from Line of Credit 3
Total other financing sources (uses)
Net change in fund balances
Fund balance -- beginning of year
Fund balance -- end of year

1.
2.
3.
4.

5.

20101

2008
$ 2,152,467
243,053
1,213,379
1,207,169
977
2,985,230
242,379
8,044,654

2009
$1,951,218
171,146
1,202,299
1,134,382
736
3,009,855
138,288
7,607,924

$25,484,337
2,126,633
4,087,668
2,042,439
1,129,228
3,280,961
4,014,897
1,228,561
43,394,724

2011
$26,391,091
2,273,246
4,265,926
2,562,721
1,113,043
3,341,373
2,560,131
1,043,510
43,551,041

2012
$27,112,807
2,835,014
4,269,557
2,761,563
981,500
3,356,966
2,550,453
256,400
44,124,260

6,355,214
-

6,614,380
-

12,532,848
17,782,141
9,018,294

13,142,348
16,702,302
9,144,087

13,669,034
17,996,794
9,654,943

166,256
6,521,470
1,523,184

614,645
7,229,025
378,899

38,499
1,194,907
40,566,689
2,828,035

353,283
150,000
479,436
39,971,456
3,579,585

21,006,913
155,758
2,000,000
1,003,416
65,486,858
(21,362,598)

318,504
(1,494,500)
(1,175,996)
347,188
3,256,758
$3,603,946

17,052,724
(1,032,591)
16,020,133
16,399,032
3,603,946
$20,002,978

35,000
(432,000)
2,500
(394,500)
2,433,535
20,002,978
$22,436,513

300,000
(744,000)
2,640
(441,360)
3,138,225
22,436,513
$25,574,738

41,531
517,178
(249,000)
3,206
20,156,913
20,469,828
(892,770)
25,574,738
$24,681,968

Prior to FY 2010, the City allocated property taxes to five separate funds. Beginning with FY 2010, they were combined into the
General Fund.
Debt service on an interim financing, pending future conversion to long-term debt.
Capital outlay and Line of Credit proceeds used to acquire 14-acre Safeco property, the “West End” property.
Until FY 2009 the General Fund represented exclusively the indirect cost of managing and administering general government
services, such as Parks and Recreation, Community Development, Public Safety, Community Services (including Library
Services) while the latter were presented in separate funds. As of FY2009 these services were combined into the General Fund
via a year-end transfer of ending fund balances.
Transfers out in the amounts of $1,494,500 and $732,591 were made in FY 2007-08 and FY 2008-09 respectively, to the
Community Center Development Fund. The purpose of the Fund was fulfilled by the end of FY 2008-09 and it was closed.
Another $300,000 was transferred in FY 2008-09 for Street Infrastructure improvements.

Source: Derived from annual audited financial statements of the City.
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INVESTMENT POLICY

Oregon Revised Statues and the City’s investment policy authorize the City 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, high-grade corporate indebtedness, and the State of Oregon Local Government Investment Pool. As of
June 30, 2013, the City had approximately $44 million in the State of Oregon Local Government Investment Pool.
PENSION PLAN
General. The City participates in a retirement pension benefit program under the State of Oregon Public Employees
Retirement System ("PERS" or the "System"). Substantially all full time employees are participants in PERS. At June 30,
2013, the City had 390 employees in PERS.
T1/T2 Pension Programs. Employees hired before August 29, 2003 participate in the "Tier 1" and "Tier 2" pension programs
(the "T1/T2 Pension Programs"). The benefits provided through the T1/T2 Pension Programs are based primarily on a
defined benefit pension model and provide retirement and disability benefits, annual cost-of-living adjustments, and death
benefits to members and their beneficiaries. Different benefit structures apply to participants depending on their date of hire.
Effective January 1, 2004, T1/T2 Pension Program employee contributions fund individual retirement accounts under the
separate defined contribution program known as the Individual Account Program (the “IAP”).
OPSRP. Employees hired on or after August 29, 2003 participate in the Oregon Public Service Retirement Plan (“OPSRP”)
unless membership was previously established in the T1/T2 Pension Programs. OPSRP is a hybrid defined contribution
defined benefit pension plan with two components. Employer contributions fund the defined benefit program and employee
contributions fund individual retirement accounts under the separate defined contribution program. Effective January 1,
2004, T1/T2 Pension Program participant contributions also fund individual retirement accounts under the IAP.
Actuarial Valuation. Oregon statutes require an actuarial valuation of the System at least once every two years. Based on the
biennial actuarial valuations as of December 31 of odd-numbered years, such as 2009 and 2011, the Public Employees
Retirement Board (“PERB”) establishes the contribution rates that employers will pay to fund the T1/T2 Pension Programs,
OPSRP and the PERS-sponsored Retirement Health Insurance Account program (“RHIA”) described herein. Actuarial
valuations are performed annually as of December 31 of each year, with the valuations as of December 31 of even-numbered
years (such as 2010) used for advisory purposes only. Actuarial valuations are performed for the entire System (the “System
Valuation”), and for each participating employer, including the City (the “City Valuation”). Valuations are released
approximately one year after the valuation date. PER’S' current actuary is Milliman (“Milliman”).

Valuation Date
December 31, 2009
December 31, 2010
December 31, 2011

Release Date
September 2010
November 2011
October 2012

Rates Effective
July 1, 2011-June 30, 2013
Advisory Only
July 1, 2013-June 30, 2015

The most recent System Valuation as of December 31, 2011 (the “2011 System Valuation”) was released by Milliman in
November 2012. The 2011 System Valuation reports that as of December 31, 2011 the System-wide unfunded actuarial
valuation was approximately $11,030.2 million with a funded ratio of approximately 82.0%
Employer Assets, Liabilities, and Unfunded Actuarial Liabilities. An employer's unfunded actuarial liability (“UAL”) is the
excess of the actuarially determined present value of the employer's benefit obligations to employees over the existing
actuarially determined assets available to pay those benefits. For the T1/T2 Pension Programs, the City is pooled with the
State of Oregon and other local government and community college district public employers (the “State and Local
Government Rate Pool” or “SLGRP”). The City’s allocated share of the SLGRP’s assets and liabilities is based on the City’s
proportionate share of the SLGRP’s pooled payroll (“City Allocated T1/T2 UAL”).
OPSRP's assets and liabilities are pooled on a program-wide basis. These assets and liabilities are not tracked or calculated on
an employer basis. The City's allocated share of OPSRP's assets and liabilities is based on the City's proportionate share of
OPSRP's pooled payroll (the “City Allocated OPSRP UAL”).
Changes in the City’s relative growth in payroll will cause and other pool participants’ failure to pay their full employer
contributions may cause City Allocated T1/T2 UAL and City Allocated OPSRP UAL to shift.
The City’s net unfunded pension UAL is the total of City’s Allocated T1/T2 UAL, the Allocated OPSRP UAL and other
allocated liabilities and assets from previous rate pools. The City’s net unfunded pension UAL as of the valuation as of
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December 31, 2009 (the “2009 City Valuation”) and the valuation as of December 31, 2011 (the “2011 City Valuation”) is
shown in the following table:

Allocated pooled SLGRP T1/T2 UAL
Transition liability/(surplus) (1)
Allocated pooled OPSRP UAL
Net unfunded pension actuarial accrued
liability/(surplus)

Actuarial Valuation as of
December 31, 2011
December 31, 2009
$38,981,575
$29,852,953
(2,812,540)
(2,873,878)
417,224
233,862
36,586,259

27,212,826

(1) The transition surplus represents the surplus that was created when the City joined the Local Government Rate Pool (the predecessor
to the SLGRP).
Source: 2011 City Valuation and 2009 City Valuation

The funded status of the PERS and of the City's net unfunded pension UAL will change over time depending on the market
performance of the securities that the Oregon Public Employees’ Retirement Fund is invested, future changes in
compensation and benefits of covered employees, demographic characteristics of members and methodologies and
assumptions used by the actuary in estimating the assets and liabilities of PERS.
Significant actuarial assumptions and methods used in the 2009 and 2011 valuations included: (a) Projected Unit Credit
actuarial cost method, (b) asset valuation method based on market value, (c) rate of return on the investment of present and
future assets of 8% (the “Assumed Earnings Rate”), (d) payroll growth rate of 3.75%, (e) consumer price inflation of 2.75%
per year, and (f) UAL amortization method of a level percentage of payroll over 20 years (fixed) from the date of the first
rate-setting valuation at which the UAL is recognized for the T1/T2 Pension Programs and 16 years (fixed) from the date of
the first rate-setting valuation at which the UAL is recognized for OPSRP. The PERB recently announced that it expects to
change from the Projected Unit Credit actuarial cost method to the Entry Age Normal Method and lower the Assumed
Earnings Rate on the investment of present and future assets to 7.75%. These changes are expected to delay the full
repayment of the UAL for six years beyond current policies. These changes are also projected to increase the UAL; however,
at this time, the amount of this increase is unknown. These changes are expected to be adopted at the September 27, 2013
PERB meeting.
Employer Contribution Rates. Employer contribution rates are calculated as a percent of covered payroll. The rates are
based on the current and projected cost of benefits and the anticipated level of funding available from the Oregon Public
Employees Retirement Fund ( the “OPERF”) , including anticipated investment performance of the fund. Contribution rates
are subject to future adjustment based on factors such as the result of subsequent actuarial valuations and changes in benefits
resulting from legislative modifications. Employees are required to contribute 6 percent of their annual salary to the
respective programs. Employers are allowed to pay the employees' contribution in addition to the required employers'
contribution. The City has elected to make the employee contribution. Employer contribution rate changes from one period
to the next are limited by a contribution rate collar.
Contribution Rate Collar. In January 2010 the PERS Board adopted a revised implementation of the rate collar limiting
increases in employer contribution rates from biennium to biennium (the “Rate Collar”). Under normal conditions, the Rate
Collar is the greater of three percent of payroll or 20 percent of the current base rate. If the funded status of the SLGRP is
below 80 percent, the Rate Collar increases by an additional 0.3 percent for every percentage point under the 80 percent
funded level until the aggregate Rate Collar reaches six percent at the 70 percent funded level. The Rate Collar limits
increases in employer contribution rates before rate reductions from side accounts are deducted, and does not cover charges
associated with RHIA. The effects of the Rate Collar were first implemented in connection with employer contribution rate
increases associated with 2008 investment losses by limiting the average System-wide employer contribution rate increases
for the 2011-2013 biennium to approximately 3.9% of covered payroll. Under the Rate Collar, a second increase averaging
5.1% of covered payroll was scheduled to go into effect in July 2013 for the employer contribution rates effective for the
2013-15 biennium, and the third increase of approximately 2.2% of covered payroll was projected to go into effect in July
2015 for employer contribution rates for the 2015-17 biennium.
City Contribution Rates. The City's current contribution rates are based on the 2011 City Valuation and are effective July 1,
2013 to June 30, 2015. The 2011 City Valuation was released in September 2012 and contained the City’s previously adopted
employer contribution rates for the 2013-2015 biennium and such rates are: 20.96% for T1/T2 payroll, 16.28% for OPSRP
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General Service payroll and 19.01% for OPSRP Police and Fire payroll. Included in these rates are contribution rates for the
PERS Retirement Health Insurance Account program for T1/T2 participants described below.
However, Oregon Senate Bill 822 (2013)legislation has been signed by the Governor which is estimated to reduce 2013-15
biennium employer contribution rates by an average of 4.4% of payroll; such legislation includes changes in compensation and
benefits of PERS covered employees and a direction to the PERS Board to defer 1.9% of payroll into future biennia. The
anticipated cost to the System of the 1.9% contribution rate deferral is approximately $350 million, which will result in an
increase in payroll rates of 0.3% of payroll over a 20 year amortization period beginning in 2015-17. Based on this legislation,
at its May 31, 2013 meeting, the PERB adopted a methodology by which all jurisdictions will receive the reduction of 4.4% of
payroll in their employer contribution rates; however, no jurisdiction may pay less than the rate at which it paid in 2011-2013.
The PERB notified the City in late June 2013 that the City’s revised employer contribution rates for the 2013-15 biennium are:
16.56% for T1/T2 payroll, 11.88% for OPSRP general service employees, and 14.61% for OPSRP police and fire employees.
Changes to PERS, and related PERB actions, may be subject to legal challenge.
Currently, the City’s payroll for the three pension benefit programs is approximately $18.4 million for T1/T2 Pension Programs,
$6.0 million for OPSRP general services and $1.6 million for OPSRP police and fire.
OTHER POST-EMPLOYMENT BENEFIT PROGRAMS
GASB 45 requires the City to determine the extent of its liability for other post-employment benefits (“OPEB”) and record
the liability in its financial statements on an actuarial basis. This includes the requirement under ORS 243.303 of offering the
same healthcare benefits for current City employees to all retirees and their dependents until such time as the retirees are
eligible for Medicare. GASB 45 refers to this as an “implicit subsidy” and requires that the corresponding liability be
determined and reported.
According to an actuarial report prepared by Milliman, Inc. (the “2013 Non-PERS OPEB Valuation”), as of August 1, 2012,
the most recent actuarial valuation date, based on the implicit subsidy, the City’s UAL for its non-PERS OPEB is
approximately $3.8 million. The City currently pays on a “pay-as-you-go” basis and currently plans to continue to pay its
non-PERS OPEB on a “pay-as-you-go” basis. In the fiscal year ending 2013, the City contributed $271,435, which is 47% of
the assumed $579,216 annual OPEB cost.
Retirement Health Insurance Account. PERS retirees who receive benefits through the T1/T2 Pension Programs and are
enrolled in certain PERS administered health insurance programs, may receive a subsidy towards the payment of health
insurance premiums. Under ORS 238.420, retirees may receive a subsidy for Medicare supplemental health insurance of up
to $60 per month towards the cost of their health insurance premium under the RHIA plan. According to the 2011 System
Valuation, this program had a UAL of approximately $221.5 million with a funded ratio of approximately 52%. The RHIA
program’s assets and liabilities are pooled on a system-wide basis and are not tracked or calculated on an employer basis.
The City’s allocated share of the RHIA program’s assets and liabilities is based on the City’s proportionate share of the
program’s pooled payroll. According to the 2009 City Valuation, the City's allocated share of the RHIA program's UAL is
$771,053. According to the 2011 City Valuation, the City's allocated share of the RHIA program's UAL is $633,464.
Based on the 2011 City Valuation, the City’s current employer contribution rates to fund RHIA benefits for the 2013-2015
biennium are 0.59% for the T1/T2 Pension Programs and 0.49% for the OPSRP Program. These rates are included in the
employer contribution rates described above under “City Contribution Rates”.
RISK MANAGEMENT
The City is exposed to various risks of loss related to theft of, damage to and destruction of assets, as a consequence of
certain perils and natural disasters. The City's real and personal properties are protected against loss by Industry-standard
“all-risks” perils, including Earthquake and Flood. This protection is through the City County Insurance Services Trust
(“CIS), a municipal insurance pool. The CIS property insurance carries a $10,000 deductible each loss, except $5,000
deductible on mobile equipment.
The City is also exposed to general liability including risks related to torts and errors & omissions. The City is insured for
occurrences of up to$10,000,000 / $30,000,000 annually in the aggregate through the CIS Trust. A $75,000 annual aggregate
deductible applies.
The City has purchased Worker Compensation and Employers Liability insurance to protect against the exposures of jobrelated injuries to employees, through the CIS Trust, on a guaranteed-cost basis.
The City pays an annual premium to CIS. Liabilities of CIS are reported when it is probable that a loss has occurred, and the
amount of the loss can be reasonably estimated. CIS is to be self-sustaining through member premium contributions. CIS
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reinsures through commercial companies for claims in excess of $500,000 each claim and $5,000,000 aggregate. Settled
claims have not exceeded limits in any of the last three fiscal years.
Tort Claims Against Oregon Governments
In response to a decision by the Oregon Supreme Court in Clarke v. Oregon Health Sciences University (“OHSU”), related to
the constitutionality of portions of the Oregon Tort Claims Act (“OTCA”), the 2009 Legislative Assembly enacted Oregon
Laws 2009, chapter 67 (“OR Laws 2009, Ch 67”). This law increased the liability limits for Oregon public bodies under the
OTCA, as described below. The State is subject to different limits.
Personal Injury and Death Claim. Under Oregon law, the liability of a local public body and its officers, employees and
agents acting within the scope of their employment or duties, to any single claimant for covered personal injury or death
claims (and not property claims) arising out of a single accident or occurrence may not exceed $500,000, for causes of action
arising on or after July 1, 2009, and before July 1, 2010. From July 1, 2010, through June 30, 2015, this cap increases
incrementally to $666,700. The liability limits to all claimants for covered personal injury or death claims (and not property
claims) arising from a single accident or occurrence increase from $1 million, for causes of action arising on or after July 1,
2009, and before July 1, 2010, incrementally to $1,333,300, for causes of action arising on or after July 1, 2014, and before
July 1, 2015.
For causes of action arising on or after July 1, 2015, the liability limits for both a single claimant and all claimants will be
adjusted based on a determination by a State Court Administrator of the percentage increase or decrease in the cost of living
for the previous calendar year as provided in the formula in Oregon law. The adjustment may not exceed 3 percent for any
year.
Property Damage or Destruction Claim. Under Oregon law, the liability of a public body and its officers, employees and
agents acting within the scope of their employment or duties, for covered claims for damage and destruction of property that
arise from causes of action arising on or after July 1, 2009, are as follows: (a) $100,000, adjusted as described below, to any
single claimant, and (b) $500,000, adjusted as described below, to all claimants.
Beginning in 2010, these liability limits shall be adjusted based on a determination by a State Court Administrator of the
percentage increase or decrease in the cost of living for the previous calendar year as provided in the formula in Oregon law.
The adjustment may not exceed 3 percent for any year.

The remainder of page intentionally left blank.
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THE WATER SYSTEM
GENERAL
The City currently owns, operates and maintains a municipal water system which provides potable public water supply to a
majority of residents and commercial and non-commercial enterprises within the City’s territorial boundaries. The water
system encompasses approximately 10 square miles within its urban growth boundary.
ADMINISTRATION
The City's Engineering Division of the Public Works Department is responsible for the design, construction, operation and
maintenance of the City's Transportation and Utility Systems. The Public Works Director/City Engineer supervises the
Assistant City Engineer and four managers within the Engineering, Operations Services and Motor Pool, Facilities
Management Divisions, and the Water Treatment Plant. The Engineering Planning & Information services and Construction
Services Sections are responsible for the planning, design and construction administration of the City's water, wastewater,
surface water and transportation infrastructure. The Division also provides engineering support to the City's Water Treatment
Plant and Operations. The large multi-million and multi-year Lake Oswego Tigard Water Partnership project (see below), is
managed by an Engineering and Public Affairs team solely dedicated to that project. The dedicated management team
includes three professional engineers, a communications director, two administrative assistants and a consulting planner.
This team is aided by an engineering consulting firm providing program management and construction management services.
This program manager is directed by and acts as an extension of City staff. Total program staff size varies depending upon
program implementation activities from fifteen to twenty-five professional engineers, scientists, technicians and
administrative support staff.
FINANCIAL OPERATIONS
The City operates the Water Fund as an enterprise fund. The primary sources of revenue for the Water Fund are from fees
for services to residential and non-residential customers and other charges including bulk water sales, connection fees,
investment income and other miscellaneous revenues.
FACILITIES
The City's system currently treats and distributes water to retail customers and sells water wholesale to Lake Grove Water
District, Skylands Water Company, Glenmorrie Water Cooperative, and Alto Park Water District. The City also has two
emergency water supply connections to River Grove Water District’s system but has not sold any surplus wholesale water to
this district for at least the last 20 years.
The City's water supply system consists of a river intake pump station (“RIPS”), water treatment plant (“WTP”), raw
(untreated) and finished (treated) water transmission pipes (“RWP” and “FWP”) respectively, water storage facilities
("Supply Facilities") and distribution facilities and water rights. The City currently withdraws water from the Clackamas
River in Gladstone as it has since 1968. This water travels through a 27-inch diameter RWP under the Willamette River to
the WTP in West Linn where the untreated water is treated to safe drinking water standards. The treatment plant currently
has the ability to deliver 16.1 million gallons per day (“mgd”) of finished water to the City’s distribution system. The treated
water is then pumped through a 24-inch diameter FWP to terminal reservoirs – one each located on the south and north sides
of Oswego Lake. From these two reservoirs, water is pumped into the distribution system.
The water distribution network consists of approximately 210 miles of transmission and distribution mains. Changes in
topography and Oswego Lake, which divides the City into two parts, require ten distinct pressure zones (water service
zones). Within these zones, there are sixteen storage reservoirs with a total storage capacity of 27 million gallons (“MG”).
The water distribution system also includes eleven pump stations. The terminal reservoir north of Oswego Lake – the 4 MG
Waluga Reservoir, is located adjacent to Tigard's eastern boundary. Pipelines connecting the Waluga Reservoir to Tigard's
Bonita Road pump station allow water from Lake Oswego’s system to be supplied to Tigard customers. Lake Oswego has
been supplying Tigard with surplus water through this infrastructure since 1973.
Water Sources of Supply - The City has two water right permits for Clackamas River water with priority dates of March 14,
1967 and July 5, 1973. The earlier, more senior permit, is for 50 cubic feet per second (“cfs”) or 32 mgd. The 1973 permit is
for nine cfs or 5.8 mgd. The maximum rate of diversion from the Clackamas as authorized by the City’s permits is 38.1 mgd.
A third permit exists for 6 cfs (3.9 mgd) from the Willamette River with a priority date of March 24, 1977. Utilization of the
Willamette River source would require construction of a new water intake facility.
Water Treatment Plant - The City of Lake Oswego’s existing WTP treats water to safe drinking water standards using a
direct filtration process. Raw (untreated) water enters the plant where chemicals are added to aid in removing undesirable
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contaminants and odor producing compounds from the water before reaching each of the six, dual-media filters. The
filtration process removes all remaining organic and inorganic compounds and then a final dose of chemicals is added to the
water prior to being distributed for consumption. This final dose of chemicals retards bacteriological growth within the
distribution system, corrosion of pipe materials, and homeowner plumbing systems..
Water Quality Testing and Regulation - The United States Environmental Protection Agency (EPA) and the State of Oregon
have set more than 120 water quality standards for drinking water. Compliance with these regulations requires drinking
water test results to be at or below the specified standards. Water quality testing for 2012 shows that for every regulated
substance, levels were either not detectable or were detected at levels well below standards set by the EPA and State of
Oregon for safe drinking water.
LAKE OSWEGO TIGARD WATER PARTNERSHIP PROJECT
In August 2008, the City and the City of Tigard (“Tigard”) entered into an Intergovernmental Agreement (the "IGA") to
expand and renew the City water supply system and to allow Tigard to gain an ownership share in a local, high quality
drinking water source. The relationship of the City and Tigard, as the rights and obligations are addressed in the IGA, is
commonly referred to as the “Partnership.” The IGA, and its amendments, is a contractual arrangement that addresses
management, system ownership, property (including creation of tenancy in common ownership), design and construction of
expanded water supply facilities to supply up to 38 mgd, operation and management of the facilities, leasing, sales to others,
preparation of an operations manual, and withdrawal, termination of membership, sale of assets and dissolution.
When completed, the expanded and modernized water supply system will have a reliable treatment and delivery capacity of
38 mgd. Of this amount, the IGA allocates up to 14 mgd to Tigard and 24 mgd to Lake Oswego. The IGA establishes the
City as the Managing Agency for the project and as such, the City is responsible to secure all necessary permits, land use
approvals and property, retain professional engineering services for design of all the facilities, manage construction of the
facilities, and commission the facilities no later than June 30, 2016. The City and Tigard have set a goal to complete the
project and begin delivering water from the new system to the City and Tigard by December 2015.
Through the Partnership, the City will replace, upsize, and modernize six existing facilities:
1.

RIPS – Replace and upsize capacity from 16 mgd to 38 mgd;

2.

RWP – Replace and upsize from 27-inch diameter to 42-inch diameter;

3.

WTP – Replace and upsize from 16 mgd to 38 mgd;

4.

FWP – Replace and upsize from 24-inch diameter to 48-inch diameter down to 24-inch diameter;

5.

Waluga Reservoir No 2 (WR2) – Construct a new 3.5 MG concrete water storage reservoir to complement the
existing 4 MG WR1; and

6.

Bonita Pump Station (BPS) in Tigard - Replace and upsize to 20 mgd with dual pressure pumping capability.

Engineering design of WR2 and BPS facilities are nearing completion and all other engineering design is complete.
Construction of the RIPS and WTP is underway. Bidding for construction contracts on the remaining facilities will be
complete within the next six months. All federal, state, and local land use approvals and permits necessary for construction
to proceed, have been secured.
Total cost of the projects for the Partnership is estimated at $252 million; under the terms of the IGA, $119 million of which
is allocable to Lake Oswego, and $133 million is allocable to Tigard. Tigard is funding its share of costs from revenue
bonds. Its first issue of $101 million was sold in April 2013.
WATER TREATMENT UNDER PARTNERSHIP
The expansion and modernization of Lake Oswego’s water treatment plant will improve reliability and resiliency to
catastrophic events and enhance the treatment processes for improved ability to treat variable incoming water quality
conditions and proactively treat for taste and odor causing compounds and potential new contaminants of concern (e.g.,
pharmaceuticals, and personal care products that are now being detected in rivers and streams across the country). High rate
clarification (ballasted flocculation), followed by intermediate ozonation and biological filtration using granular activated
carbon media provides multiple barriers to organic, inorganic and pathogenic contaminants typically found in surface water
sources throughout the western United States.
RESILIENT DESIGN OF FACILITIES
Seismic experts predict that within the next 50-years there is a 37 percent chance the Pacific Northwest could experience a
large subduction zone earthquake event off the coast of Oregon. The Partnership has established a goal of designing these
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critical water supply facilities to remain operable when subjected to such an event. Modern building codes combined with
site specific geotechnical investigations and analysis, use of increased safety factors in structural design, and a robust and
rigorous construction quality assurance program are expected to facilitate the achievement of this performance standard.
WATER RIGHTS UNDER PARTNERSHIP
The Partnership will provide municipal drinking water from the lower portion of the Clackamas River in the northern
Willamette Valley pursuant to permits granting the use issued by the Oregon Water Resources Department (“WRD”).
In 2007, Oregon laws relating to municipal use of “waters of the state” were amended. These amendments required the City
to seek approval from WRD for an extension of time to fully develop all the water authorized for development under its two
Clackamas River permits. The applications requesting these extensions were filed in 2003. In 2009, the WRD issued a
Proposed Final Order ("PFO") granting the City's requested extensions. As required by statute, the PFO includes specific
conditions to protect threatened and endangered fish species that inhabit the lower Clackamas River.
The PFO was challenged by WaterWatch, a water conservation group, on the assertion that the City’s development and use
of the remaining undeveloped portion of the City’s water rights would be inconsistent with the State's obligations under the
fish persistence law and on various other grounds. A full administrative trial was held before a State Administrative Law
Judge in March 2010. Both the State Attorney General and legal counsel for the City defended WRD’s approval of the
extension request. Evidence was taken and extensive briefing was supplied to the Administrative Law Judge who
subsequently issued a decision upholding WRD’s decision to extend the City's water right permits.
After the decision from the Administrative Law Judge, WRD issued a Final Order (“FO”) consistent with the Administrative
Judge's written opinion extending the permits and that Final Order was appealed by WaterWatch to the Oregon Court of
Appeals. The State and the City will defend the decision. The briefing was completed in late October 2012 and the parties
are awaiting the Court’s scheduling of oral argument. It is anticipated oral argument will occur in late 2013 or early 2014.
Both the State and the City expect to prevail in the appeal which will be based on the record developed in the administrative
trial.
If WaterWatch does not prevail at the Court of Appeals, it could appeal further to the Oregon Supreme Court. The Oregon
Supreme Court is not obligated to take the appeal. Further, the appellate courts generally must defer to findings of the
Administrative Law Judge so long as there is substantial evidence to support the findings of the Administrative Law Judge.
The City and the State of Oregon believe that there is substantial evidence to support the Administrative Law Judge's
findings.
The City's water rights as used under the terms of the IGA, will remain with the City during the term of the IGA and if the
IGA is dissolved. Under the IGA, the City pledges to using those rights for the benefit of the City and Tigard under the
Partnership.
REGULATORY ISSUES UNDER PARTNERSHIP
The Water System is currently in compliance with all applicable regulatory requirements.
The Partnership has secured all required federal, state, and local permits and land use approvals necessary to implement the
expansion and upgrade to the City’s water supply facilities.
The Partnership is currently working with the cities of West Linn, Gladstone, Lake Oswego, and Tigard to ensure that
requirements of land use approvals are met. In addition, most easements from public and private landowners will be sought
and the City has formally authorized, by resolution of the City Council, the use of its eminent domain powers to secure all
necessary easements to allow construction to be completed.
In February 2013, the West Linn City Council approved development permit applications for remodeling and expansion of
the existing water treatment plant and the installation of raw water and finished water pipelines necessary to convey water to
and from that plant. Some neighboring residential property owners, a limited liability company formed by neighbors, and
one business owner have challenged these approvals in two different proceedings, one being an appeal before the Oregon
Land Use Board of Appeals (“LUBA”), where the challengers seek reversal or remand of the permit approvals, and the other
a suit in Clackamas County Circuit Court against the City of West Linn and its councilors individually, seeking a judgment
nullifying the permit approvals based upon alleged violations of public meeting law requirements. The LUBA case has been
briefed, is pending oral argument and is likely to be resolved in the fall of 2013. The Circuit Court case will likely be
resolved any time between now and the fall of 2014. Each of these cases could then be appealed to the Oregon Court of
Appeals. Given scope of the project, additional challenges could arise in the course of project completion. The City does not
expect these project challenges to adversely affect the ability of the City to make Financing Payments with respect to the
Obligations.
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SERVICE AREA AND CUSTOMERS
The water collection service area encompasses about 10 square miles. The City provides water collection and conveyance
services for approximately 12,500 service connections in 2013. Future population growth is forecast to increase customers
served at buildout to approximately 54,098.
Water System Service Connections
The following table presents the average number of Water System service connections in each of the past five fiscal years:
2008-09

2009-10

2010-11

2011-12

2012-13

12,296

12,315

12,186

12,139

12,322

The City contracts with Clean Water Services (“CWS”) and the City of Tualatin to provide collection, conveyance and
treatment services limited to certain small areas within the City’s Urban Service Boundary due to topographical constraints.
The City of Portland provides treatment of wastewater for the majority of the City’s service area through an
Intergovernmental Agreement arrangement.
Average Daily Water System Consumption
The following table presents the average daily Water System service consumption in each of the past five fiscal years:
2008-09

2009-10

2010-11

2011-12

2012-13

5,750

5,460

4,900

4,811

5,233

BILLING AND COLLECTION PRACTICES
The City bills its residential customers on a bi-monthly basis (every two months), with charges for water, wastewater, surface
water management (storm drain), and street maintenance included in one bill. Bills are considered delinquent after 30 days,
at which time a delinquency notice is sent out. A late charge of $5 is assessed for any portion of a utility bill not paid within
30 days and if the utility bill is $200 or more, the late charge is 2.5% of the total amount due. In the event a customer
payment is not sufficient to satisfy in full all water, wastewater, surface water and street fees, credit is given in the following
order: street fee; surface water, wastewater and then water.
WATER RATES AND CHARGES
The City reviews its water rates and charges periodically to determine if they are sufficient to cover expenses of operations
and maintenance as well as debt service coverage.
The remainder of page intentionally left blank.
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The following table shows historical and current rates, by meter size, within the City.
Table 8 – Historical and Current Approved Water Rates1
Type & Meter Size

2010

20112

20123

2013

20144

Residential
3/4” meter - fixed rate
1” meter - fixed rate
1 1/2” meter - fixed rate
2” meter - fixed rate

$13.48
13.48
13.48
13.48

$15.96
15.96
15.96
15.96

$20.03
20.03
20.03
20.03

$20.03
20.03
20.03
20.03

$22.53
22.53
22.53
22.53

Non-residential
3/4” meter - fixed rate
1” meter - fixed rate
1 1/2” meter - fixed rate
2” meter - fixed rate

$13.21
16.74
19.91
30.13

$15.96
20.23
24.07
36.42

$21.86
27.71
32.97
49.89

$21.86
27.71
32.97
49.89

$24.59
31.17
37.09
56.13

N/A

N/A

N/A

N/A

N/A

Additional Volume Charge
$ per 100 cubic foot of usage

1.
2.
3.
4.

Rates shown are the minimum fixed rates per month plus the volume charge per 100 cubic feet of water usage.
The 2009-10 rates introduce a tiered volumetric rate structure and are intended to raise rate revenue by 3 percent..
The water rate increased on 7/11/2010 and again on 3/1/2011.
The water rate has not changed since 3/1/2012, but is scheduled to increase in 2014.

Source: City of Lake Oswego.

SYSTEM DEVELOPMENT CHARGES
System development charges (“SDCs”) collected by the City for streets, water, sanitary and storm sewer systems, and parks
are imposed at the time of development or when another permit is granted by the City for connection to a public utility or for
increased use of such systems. SDCs collected by the City are imposed due to property development and change of use;
therefore they are exempt from tax rate limits. Water SDCs is not a significant source of revenue for the water system;
generating approximately $200,000 in annual revenue.
The remainder of page intentionally left blank.
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Table 9 – Largest Water System Accounts

Consumer (Largest Accounts)
Oswego Pointe-PMG
Kruse Way Commons/GSL Properties
One Jefferson Pkwy (formerly FPA/Azure Jefferson)
Marys Woods
Parkridge Apartments
L.O. School Dist #7 (HS & JrH on C. Club)
Oswego Summit Assoc
Alderwood Associates LLC
Tanglewood Hills Condominiums
Westlake Meadows
The Gables
Oswego Pointe Village
Ridge at Mountain Park
The Terraces at Lake Oswego
Greenridge Prop Owners
Kingsgate Park
The Stafford
FAOF Canberra Heights (formerly Finegan Family Trust)
Marylhurst Univ & The Christie School
The Forest Condos
Ridgecrest Condos
Oswego Ridge Condo
Eagle Crest Condos
Jefferson Park Condo
Kruse Woods Corporate Park (4000 Kruse Way)
The Reef Funds (3-11 Monroe Pkwy)
The Springs Living (formerly Carman Oaks Retirement
Center) Place Assisted Living
Oswego
Portland Oregon Temple
Oswego Cove
Total
Bulk Water Sales
Lake Grove Water District
City of Tigard
Alto Park Water District
Hidalgo & Arrowood
Skylands Water District
Other
Total Bulk Water Sales
Total Largest Customers & Bulk Water Accounts
Gross Water System Sales Revenue
1.

# of
Accts
or 58
31
18
10
15
2
10
25
21
18
6
17
5
2
24
15
1
10
20
8
1
11
1
14
1
5
2
2
3
6

Estimated, unaudited.

Source: City of Lake Oswego.
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2011-12
Annual
Revenue
$ 156,425
115,459
117,736
111,182
85,028
48,469
84,668
57,784
53,516
52,698
38,623
39,474
37,733
34,758
32,947
29,400
21,827
20,922
34,148
30,146
12,360
25,920
24,975
23,260
4,839
19,581
18,047
19,551
16,659
19,838
1,387,973

2012-13
Annual
Revenue
$ 185,505
153,068
150,775
129,400
91,933
81,323
74,834
68,129
64,121
63,484
53,796
47,842
44,026
42,374
39,150
38,522
38,340
38,057
37,737
36,720
34,542
32,739
29,610
27,390
26,131
25,278
24,966
24,740
24,269
23,911
1,752,712

74,461
25,098
2,343
1,701
2,084
6,593
112,280
1,500,253
$ 8,954,615

173,941
108,347
7,732
0
16,812
1,889
308,721
2,061,433
$10,038,721

% Total Gross
2012-13 System
Revenue1
1.85%
1.52
1.50
1.29
0.92
0.81
0.75
0.68
0.64
0.63
0.54
0.48
0.44
0.42
0.39
0.38
0.38
0.38
0.38
0.37
0.34
0.33
0.29
0.27
0.26
0.25
0.25
0.25
0.24
0.24
17.47%
1.73%
1.08
0.08
0.00
0.17
0.02
3.08%
20.55%
100.00%

Table 10 – Five-Year Water Fund - Statement of Net Assets
As of June 30
Current Assets
Cash & investments
Receivables (net of allowance)
Inventories
Restricted cash and investments
Total Current Assets
Noncurrent Assets
Capital assets:
Land
Buildings and improvements
Machinery and equipment
Construction in progress
Less Accumulated depreciation
Total capital assets (net)
Total noncurrent assets
Total assets
Liabilities & fund equity
Current liabilities
Accounts payable
Salaries and benefits payable
interest payable
Deposit
Bonds payable
Bond anticipation note payable, due
within one year
Compensated absences payable
Total current liabilities
Noncurrent liabilities:
Bonds payable
Deposits
Accrued benefits obligation
Total noncurrent liabilities
Total liabilities
Net Assets
Invested in capital assets, net
Unrestricted
Total net assets

2008

2009

2010

2011

2012

$4,952,799
750,831
94,533
3,266,466
9,064,629

$5,010,602
894,592
102,894
5,721,285
11,729,373

$6,546,334
2,250,412
93,025
2,913,059
11,802,830

$4,691,791
1,239,782
101,044
2,940,956
8,973,573

$ 622,695
4,582,886
99,372
5,304,953

1,575,735
57,605,337
5,006,217
466,252
64,653,541
(27,197,455)
37,456,086
37,456,086
46,520,715

1,575,735
58,565,560
5,033,208
226,436
65,400,939
(28,699,441)
36,701,498
36,701,498
48,430,871

1,575,735
59,042,360
5,006,496
3,890,744

1,575,735
59,077,703
4,973,229
11,326,291

1,575,735
59,361,725
5,190,850
26,877,484

69,515,335
(30,059,752)
39,455,583
39,455,583
51,258,413

76,952,958
(31,439,754)
45,513,204
45,513,204
54,486,777

93,005,794
(32,860,310)
60,145,484
60,145,484
65,450,437

332,065
1,436
45,370
-

209,427
1,937
38,484
2,840,668
555,000

1,287,898
3,779
30,212
595,000

1,407,324
2,086
28,195
615,000

2,774,502
2,487
27,170
645,000

530,000
110,701
1,019,572

129,083
3,774,599

137,932
2,054,821

143,264
2,195,869

163,691
3,612,850

9,675,000
32,243
9,707,243
10,726,815

9,120,000
64,050
9,184,050
12,958,649

8,525,000
4,848,759
83,150
13,456,909
15,511,730

7,910,000
8,078,430
107,650
18,291,949

7,265,000
15,997,917
126,350
23,389,267
27,002,117

30,517,552
5,276,348
$35,793,900

29,907,115
5,565,107
$35,472,222

33,248,642
2,498,041
$35,746,683

36,988,204
(793,376)
$36,194,828

52,235,484
(13,787,164)
$38,448,320

Source: Derived from audited annual financial statements.
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Table 11 – Five-Year Water Fund - Statement of Revenues, Expenses, and Changes in Fund Net Assets
As of June 30

2008

2009

2010

2011

2012

Operating revenues
Licenses & fees
Charges for sales and services
Miscellaneous
Total operating revenues

$4,534,050
47,950
4,582,000

$4,765,038
33,178
4,798,216

$ 488,296
5,462,557
20,590
5,971,443

$ 694,829
6,201,304
12,820
6,908,953

$ 994,002
8,013,393
11,224
9,018,619

Operating expenses
Salaries and benefits
Operating supplies and services
Depreciation
Services performed by other funds
Total operating expenses
Operating income (loss)

1,342,368
1,654,132
1,396,133
1,159,314
5,551,947
(969,947)

1,360,169
1,610,143
1,501,986
730,298
5,202,596
(404,380)

1,633,120
1,583,766
1,442,136
1,055,068
5,714,090
257,353

1,841,000
1,713,222
1,445,969
1,314,571
6,314,762
594,191

2,264,380
1,754,801
1,344,771
1,286,762
6,650,714
2,367,905

281,182
(326,123)
(252,524)
(89,632)
(387,097)
(1,357,044)
162,198
(1,194,846)
36,988,746
$35,793,900

89,327
(258,790)
(169,463)
(573,843)
327,338
(75,173)
(321,678)
35,793,900
$35,472,222

80,580
(186,237)
(105,657)
151,696
122,765
274,461
35,472,222
$35,746,683

58,107
(176,573)
(60,280)
(178,746)
415,445
32,700
448,145
35,746,683
$36,194,828

17,000
(165,644)
(148,644)
2,219,261
327,409
(293,178)
2,253,492
36,194,828
$38,448,320

Nonoperating revenues (expenses)
Operating grants
Interest on investments
Interest expense
Bond issuance costs
Loss on sale of capital assets
Total nonoperating revenues (expenses)
Net income before contributions
Capital contributions
Transfers out
Change in net assets
Total net assets – beginning
Total net assets – ending

Source: Derived from audited annual financial statements.
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Table 12 – Historical and Projected Average Bi-Monthly Residential Water Bill

Fiscal
Year
2005-06
2006-07
2007-08
2008-09
2009-10
2010-11
2011-12
2012-13
2013-14
1.
2.
3.

Average
Bi-Monthly
Water Bill1, 2

Applicable Rate Structure
Base
Per 100 ccf

$42.02
42.02
43.18
44.56
46.76
53.08
67.56
84.79
95.38

$12.71
12.71
13.09
13.48
13.48
15.96
20.03
20.03
22.53

$

0.83
0.83
0.85
0.88
0.90-2.74 3
1.15-3.51
1.64-4.41
2.11-5.67
2.37-6.38

Based on average water use at 800 ccf per month.
The City bills for utilities services including wastewater every two months.
In 2009 the City introduced a tiered consumption rate for single-family residential customers, where prices differ by usage in
three categories. Regular use usually stays at the lowest price point, whereas summer watering often reaches the highest price
point for three to four months out of the year.

Source: City of Lake Oswego.

Table 13 – Average Bi-Monthly Residential Water Bill Comparison, as of July 01, 2013
Water Bill1
$103.78
96.54
95.38
91.80
59.60
73.40
58.34
53.96

City/District
Tigard
Portland
Lake Oswego
Wilsonville
Tualatin
Beaverton
Milwaukie
Hillsboro

1. Equal to the monthly base charge and eight CCF for single family residential customers only. Base charges calculated from 2012
quarterly, bi-monthly, and monthly charges for each district or city agency - converted into monthly base charge. CCF = 100 cubic feet
volume = 748 gallons. All information compiled using website water rate information for base charges and commodity usage rates.
Sources: City of Lake Oswego.

The remainder of page intentionally left blank.
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Table 14 – Summary of FY 2012-13 and FY 2013-14 - Water Fund Adopted Budget

Major Revenue Sources
Beginning fund balance
Intergovernmental
Fees/Charges for services
Sales & services
Investment income
Other revenues
Other financing sources 1

1.

FY 2012-13
Amount
$ 3,420,163
16,542,000
910,000
9,771,000
20,000
24,000
65,500,000
$96,187,163

Percent
of Fund
3.56%
17.20
0.95
10.16
0.02
0.02
68.09
100.00%

FY 2013-14
Amount
$ 8,781,963
60,719,000
906,000
10,890,000
70,000
27,000
110,000,000
$191,393,963

Percent
of Fund
4.59%
31.72
0.47
5.69
0.04
0.01
57.48
100.00%

The adopted budgets include $65 million and 110 million in proceeds from debt (Line of Credit and Bond) in FY2012-13 and
FY2013-14, respectively.

Source: City of Lake Oswego Budget.

WATER SYSTEM FIXED ASSETS
As of June 30, 2012, the City listed the following Water Fund assets:
Buildings and Improvements
Machinery and Equipment
Land
Construction in Progress
Total Assets
Less accumulated depreciation)
Total Capital Assets (Net of accumulated depreciation)

$ 59,361,725
5,190,850
1,575,735
26,877,484
93,005,794
(32,860,310)
$ 60,145,484

WATER SYSTEM DEBT
Consistent with City’s policy that utility funds be self-supporting, the City intends to pay the Obligations from net revenues
of the Water System.
The City's share of the LO-Tigard project is estimated to cost $119 million. The Obligations are expected to provide funds to
complete the LO-Tigard project. The City has conducted a rate study and consistent with the findings of the study has and
will continue to raise water rates to generate sufficient revenues to pay the debt service on currently outstanding water
revenue bonds, the Obligations and future water revenue bonds, if any. The Water System’s only debt consists of the Water
Revenue and Refunding Bonds, Series 2007, outstanding in the amount of $7,265,000.
See “Water Rates and Charges” above.
The remainder of page intentionally left blank.
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DEBT INFORMATION
Table 15 – Debt Ratios

2013 Estimated Population
2012-13 Real Market Value (RMV)
Total Direct Net Debt1
Overlapping Debt (as of 7/17/2013)
Total Direct Net Debt and Overlapping Debt
1.

Values
36,770
$7,423,694,430
31,726,913
129,040,731
$160,767,644

Per Capita
$201,895
863
3,509
$4,372

Percent of
RMV
0.43%
1.74
2.17%

Total Direct Net Debt includes all voter approved General Obligation bonds, Limited Tax bonds and any other obligations,
Certificates of Participation or leases backed by the full faith and credit of the City less self-supporting obligations. Debt whose term
is less than one year is not included.

Note:

Outstanding debt information is calculated as of September 11, 2013 except for the overlapping debt calculation. The overlapping
debt calculation was performed by Debt Management Division, Oregon State Treasury as of July 17, 2013.

Source: Municipal Debt Advisory Commission, Oregon State Treasury; City of Lake Oswego.

DEBT LIMITATION
General Obligation Bonds. ORS Chapter 287A limits the amount of certain general obligation bonds that an Oregon city
may have outstanding at any time to three percent of the real market value of the taxable property within the city. The
statutory limitation does not apply to general obligation bonds issued for water, sanitary or storm sewers, sewage disposal
plants, hospitals, infirmaries, gas power, or lighting purposes, or the acquisition, establishment, or reconstruction of any offstreet motor vehicle parking facility nor to bonds issued pursuant to application to pay assessments for improvements in
installments under statutory or charter authority that are completely self-supporting. The Obligations are not general
obligation bonds and are not subject to the debt limitation.
2012-13 RMV
Debt limitation (3% of RMV)
Less applicable bonded debt
Remaining legal debt capacity
Percent of limit issued

$7,423,694,430
$222,710,833
13,270,000
209,440,833
6.0%

Limited-Tax Obligations. The Oregon Constitution and statutes do not limit the amount of debt an Oregon city may incur
for payment of financing agreements, lease-purchase agreements or other contracts of purchase for any real or personal
property, so long as such city has sufficient resources available to it within the limitations of Article Xl, Section 11and 11B.
The Obligations are limited-tax obligations.
DEBT MANAGEMENT
The City has never defaulted on a debt obligation.
The remainder of page intentionally left blank.
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OUTSTANDING OBLIGATIONS
Table 16 – Outstanding Obligations as of September 11, 2013 (the estimated Date of Delivery)

GENERAL OBLIGATION BONDS
General Obligation Refunding, Series 2006
Open Space/Park Renovation/Refunding, Series 2003
General Obligation Refunding, Series 2011
Total General Obligation Bonds
DEBT SECURED BY THE GENERAL FUND
Line of Credit, Series 20092
Full Faith and Credit Obligations, Series 2009A
Full Faith and Credit Obligations, Series 2010A
Full Faith and Credit Obligations, Series 2011A
Full Faith and Credit Obligations, Series 2013 (this issue)
Total Debt Secured by the General Fund
REVENUE BONDS
Water Revenue and Refunding Bonds, Series 2007
Surface Water Revenue Bonds, Series 2005
Total Revenue Bonds
1.
2.

Dated Date

Maturity
Date

10/18/06
2/1/03
9/20/11

6/1/19
6/1/22
6/1/20

$6,540,000
14,735,000
3,540,000
$24,815,000

$3,850,000
6,620,000
2,800,000
$13,270,000

7/1/11
6/3/09
9/29/10
9/20/11
9/11/13

10/1/14
12/1/34
6/1/35
6/1/31
6/1/38

$20,156,913
60,000,000
35,000,000
11,500,000
75,290,000
$201,946,913

$18,456,913
58,310,000
33,850,000
10,690,000
75,290,000
$196,596,913

10/18/07
4/6/05

12/1/27
12/1/23

9,560,000
3,000,000
$12,560,000

$7,265,000
2,015,000
$9,280,000

Amount Issued

Amount
Outstanding1

Amount outstanding as of the date of delivery plus the Obligations.
See comments below- SHORT-TERM BORROWING.

Source: City of Lake Oswego.

SHORT-TERM BORROWING
Short-term Loan, West End Building. The City currently has a short-term loan/credit facility with Bank of America, NA.
The balance owed on this credit facility is $18,456,913 as of June 30, 2013. This borrowing refinanced the initial credit
facility that funded the purchase cost, development costs and other expenses related to the Safeco Property, a 14-acre site on
Kruse Way that is being considered for some public purpose or sale still to be determined by the City Council. The credit
facility matures on October 1, 2014. Repayment of the credit facility is currently made from the City’s General Fund with
annual $850,000 principal payments and variable interest.
Line of Credit, LORA. The City currently has a line of credit with Wells Fargo Bank, National Association with a nonrevolving limit of $10,000,000. The balance owed on this line of credit is $2,500,000 as of June 30, 2013. The City entered
into this line of credit for the benefit of the Lake Oswego Redevelopment Agency (“LORA”). This borrowing is for interim
financing of upcoming urban renewal projects. LORA has entered into an Intergovernmental Agreement (“IGA”) with the
City in which it promises to pay the City the amount due on the line of credit from tax increment revenues. The line matures
on December 15, 2014.
Line of Credit, Water. The City currently has a line of credit with Wells Fargo Bank, National Association with a nonrevolving limit of $30,000,000. The balance owed on this line of credit is $13,000,000 as of June 30, 2013. This borrowing
is for interim financing for the LO-Tigard Project. This line of credit matures on December 31, 2013; and will be retired
from net proceeds of the Obligations.
The remainder of page intentionally left blank.

27

Table 17 – Overlapping Debt (as of 7/17/2013)
Real Market
Valuation

Overlapping District
Governmental unit
Clackamas Community College
Clackamas County
Clackamas County ESD
Clackamas County SD #3J (West Linn-Wilsonville)
Clackamas County SD #7J (Lake Oswego)
Metro
Multnomah County
Multnomah County SD 1J (Portland)
Multnomah ESD
Port of Portland
Portland Community College
Washington County
Total Overlapping Debt

1.
2.

$ 32,758,218,777
45,255,621,135
42,890,152,354
6,924,456,093
8,088,851,271
184,584,369,182
94,492,460,809
70,607,795,585
95,867,106,973
201,509,268,013
148,235,007,021
61,761,169,999

Percent
Overlapping
0.24%
15.41
16.33
0.00
86.60
4.01
0.45
0.57
0.42
3.68
4.95
0.02

Gross Property-tax
Backed Debt 1
$

179,589
17,471,270
4,342,022
398
89,181,247
11,355,661
1,640,020
3,378,048
142,957
2,503,611
25,470,725
18,464
$155,684,012

Net Property-tax
Backed Debt 2
$65,649
16,592,004
276,021
398
89,181,247
9,967,745
904,731
3,378,048
0
0
8,670,122
4,766
$129,040,731

Gross Property-Tax Backed Debt includes all General Obligation (G.O.) bonds and Full Faith and Credit bonds.
Net Property-Tax Backed Debt is Gross Property-Tax Backed Debt less Self-supporting Unlimited-tax G.O. and less
Self-supporting Full Faith and Credit debt.

Source: Municipal Debt Advisory Commission, Oregon State Treasury.

FUTURE FINANCING PLAN
In November 2012, voters approved a General Obligation bond in the amount of $5 million for the design and engineering of
a streetscape project for a major arterial road through a newly formed Lake Oswego Urban Renewal District. Total project
cost is estimated at $27 million. The construction phase is anticipated to be funded through a $4 million grant and a $18
million full faith and credit bond, serviced from revenues in the General or Street fund, and future tax increment revenues
from the new district.
The short-term loan for the West End building matures on October 1, 2014. The future of this building is under review. The
City might determine that the property is best used for City functions, and anticipates selling either General Obligations
bonds or a combination of Full Faith and Credit and General Obligation bonds to develop and possibly expand the use of the
West End property. The cost is estimated at $25 million. In case of a sale, the City might obtain another short-term
financing, to be paid off with sales proceeds. The City has positioned itself so that the General Fund has the capacity for
continued $1.05 million in annual debt service payments.

The remainder of page intentionally left blank.
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Table 18 – City Levy Election History
Amount
Requested

Date

Purpose

11/6/12
11/6/12
5/20/08
11/5/02
11/3/98
11/5/96
5/21/96

G.O. Public Library Bond
G.O. Boones Ferry Road Improvement Bond
West End Building/Recreational Facility
Parks, Open Space, Pathways
Sports Field Renovation Open space acquisition
City/School Partnership (3-year Serial Levy)
G.O. Road Improvement Bonds

$14,000,000
5,000,000
20,000,000
9,750,000
13,000,000
1,157,222
6,970,000

Votes
Yes
No
9,138 12,572
11,053 10,402
5,579 7,486
9,248 6,805
8,706 5,678
9,968 6,612
5,323 2,919

Margin
(3,434)
651
(-1,907)
2,443
3,028
3,356
2,404

Percent
Passed
(Failed)
(57.90)%
51.51
(-57.30)
57.61
60.52
60.12
64.58

Source: City of Lake Oswego.

PROPERTY TAXES
The City’s major revenue sources include property taxes; licenses and fees; sales and services; and charges for services.
Property taxes account for 42% of the City’s on-going revenues (and not including fees for internal services) in the City’s
2013-14 annual budget.
Most local governments, school districts, education services districts and community college districts (“local governments”)
have permanent authority to levy property taxes for operations (“Permanent Rates”) up to a maximum rate (the “Operating
Tax Rate Limit”). Local governments that have never levied property taxes may request that voters approve a new Operating
Tax Rate Limit.
Local governments with operating tax rates may not increase the Operating Tax Rate Limits; rather they may request only
that voters approve limited term levies for operations or capital expenditures (“Local Option Levies”) or levies to repay
general obligation bonded indebtedness (“General Obligation Bond Levies”). The City’s Operating Tax Rate Limit is
$5.0353 per $1,000 of assessed property value. The City is currently levying $4.9703 which is below the maximum
permanent rate.
Local Option Levies that fund operating expenses are limited to five years, and Local Option Levies that are dedicated to
capital expenditures are limited to ten years.
Local governments impose property taxes by certifying their levies to the county assessor of the county in which the local
government is located. Property taxes ordinarily can only be levied once each Fiscal Year, which is July 1 through June 30.
The local government ordinarily must notify the county assessor of its levies by July 15.
Valuation of Property – Assessment. Property subject to taxation includes all privately owned real property (land, buildings
and improvements) and personal property (machinery, office furniture and equipment) for non-residential taxpayers. There is
no property tax on household furnishings (exempt since 1913), personal belongings, automobiles (exempt since 1920), crops,
orchards, business inventories or intangible property such as stocks, bonds or bank accounts, except for centrally assessed
utilities, for which intangible personal property is subject to taxation. Forestland is subject to special assessment that
provides a reduction in property tax that would be paid if based on the real market value. Property used for charitable,
religious, fraternal and governmental purposes is exempt and reductions in assessments may be granted (upon application)
for veterans’ homesteads, farm and forest land, open space and historic buildings. The assessment roll, a listing of all taxable
property, is prepared as of January 1 of each year.
Property taxes are imposed on the assessed value of property. The assessed value of each parcel cannot exceed its fair market
value, and ordinarily is less than its fair market value. The assessed value of property was initially established as a result of
the enactment of a constitutional amendment. That amendment (now Article XI, Section 11 of the Oregon Constitution and
often called “Measure 50”) assigned each property a value that was in most cases less than its fair market value in fiscal year
1997-1998, and limited increases in that assessed value to three percent per year, unless the property is improved, rezoned,
subdivided, or ceases to qualify for exemption. When property is newly constructed or reassessed because it is improved,
rezoned, subdivided, or ceases to qualify for exemption, it is assigned an assessed value that is comparable to the assessed
value of similar property.
Certain properties, such as utilities, are valued on the unitary valuation approach. Under the unitary valuation approach, the
taxpaying entity’s operating system is defined and a value is assigned for the operating unit using the market value approach
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(cost, market value and income appraisals). Values are then allocated to the entities’ operations in Oregon, and then to each
county the entity operates in and finally to site locations.
Tax Rate Limitation – Real Market Value. Article XI, Section 11b of the State Constitution separates property taxes into two
categories: one to fund the public school system (kindergarten through grade twelve school districts, education service
districts and community college districts) and one to fund government operations other than the public school system. Public
school system taxes are limited to $5 per $1,000 of the Real Market Value of property. Other government operations taxes
are limited to $10 per $1,000 of the Real Market Value of property. “Real Market Value” is the minimum amount in cash
which could reasonably be expected by an informed seller acting without compulsion, from an informed buyer acting without
compulsion, in an “arms-length” transaction during the period for which the property is taxed. Property taxes imposed to
pay the Financing Payments are subject to the “other government operations” limitations of Article XI, Section 11b.
Taxes imposed to pay the principal and interest on the following bonded indebtedness are not subject to the foregoing
limitations: (1) bonded indebtedness authorized by a specific provision of the State Constitution; and (2) general obligation
bonded indebtedness incurred for capital construction or improvements approved by the electors of the issuer.
Property Tax Collections. The County Assessor is required to deliver the tax roll to the County Tax Collector in sufficient
time to mail tax statements on or before October 25 each year. All tax levy revenues collected by the County for all taxing
units within the County are required to be placed in an unsegregated pool, and each taxing unit shares in the pool in the same
proportion as its levy bears to the total of all taxes levied by all taxing units within the County. As a result, the tax collection
record of each taxing unit is a pro-rata share of the total tax collection record of all taxing units within the County combined.
The method of giving notice of taxes due, the County Treasurer’s account for the money collected, the division of the taxes
among the various taxing districts, notices of delinquency, and collection procedures are all specified by detailed statutes.
The lien for property taxes is prior to all other liens or encumbrances of any kind on real or personal property subject to
taxation. By law, the County may not commence foreclosure of a tax lien on real property until three years have passed since
the first delinquency.
A Senior Citizen Property Tax Deferral Program (1963) allows certain homeowners to defer taxes until death or sale of the
home. A similar program is offered for Disability Tax Deferral (2001), which does not have an age limitation.
The following tables represent historical taxable property tax values for the City.
Table 19 – Assessed Value and Estimated Real Market Value1

Fiscal Year
2003-04
2004-05
2005-06
2006-07
2007-08
2008-09
2009-10
2010-11
2011-12
2012-13
1.
2.
3.
Sources:

AV
Total 2
$4,163,400,360
4,342,601,515
4,513,623,589
4,738,215,630
4,995,291,340
5,235,940,044
5,472,635,813
5,654,433,342
5,849,359,428
6,009,796,980

Total Direct
Tax Rate
6.0573
6.2115
6.1658
6.0739
6.0581
6.0565
6.0453
5.9945
6.0056
5.9835

Estimated
RMV 3
$5,652,069,391
6,038,917,753
6,847,588,629
7,909,898,318
9,444,930,784
9,910,531,110
9,159,770,829
8,094,242,425
7,690,906,645
7,423,694,430

AV as a % of
RMV
73.7%
71.9
65.9
59.9
52.9
52.8
59.7
69.9
76.1
81.0

The City of Lake Oswego is located within three counties: Clackamas, Multnomah, and Washington.
Due to Measure 50, the growth in assessed values is limited to 3% plus any new construction and annexations Also, the taxable
assessed values and total levy figures used in the above table do not include urban renewal increment values.
Real market values include urban renewal values located within Clackamas County.
Clackamas, Multnomah and Washington County Assessor’s Offices.
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Table 20 – Property Tax Levies and Collections

Fiscal Year
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013!
1.
Source:

Taxes levied for the
fiscal year
$25,095,597
26,794,938
27,658,109
28,610,074
30,078,019
31,529,026
32,864,149
33,669,684
34,934,532
35,681,647

Amount Collected
w/in fiscal year
of levy
$23,680,518
25,368,373
26,338,108
27,182,459
28,329,781
29,507,399
30,946,450
31,650,218
32,917,116
33,575,000

Percent of Levy
94%
95
95
95
94
94
94
94
94
94

Collections in
subsequent
years
$860,394
665,984
659,393
627,898
743,762
719,498
1,010,812
1,104,553
935,655
976,000

Total
Collections
$24,540,912
26,034,357
26,997,501
27,810,357
29,073,543
30,226,897
31,957,262
32,754,771
33,852,771
34,551,000

Total
Collections
Percent of Levy
98%
97
98
97
97
96
97
97
97
97

Estimated, unaudited.
Annual financial statements and internal accounting reports of the City of Lake Oswego.

Table 21 – Top 10 Property Taxpayers
2013
Assessed Value

Name
Shorenstein Properties LLC
Oswego Lender LLC
Property Reserve Inc.
Comcast Corporation
Gramor Development
Phoenix Commercial Investments LLC
Portland General Electric Co.
One Jefferson
Nationwide Health Properties Inc.
5 CP LLC
Total

$252,362,261
39,934,366
33,929,655
33,454,000
27,119,378
26,843,739
22,002,000
20,621,543
20,426,890
19,419,099
$496,112,931

Percent of
Total Value
4.20%
0.66
0.56
0.56
0.45
0.45
0.37
0.34
0.34
0.32
8.26%

Note:

The City is located primarily in Clackamas County and the table presents major taxpayers in Clackamas County. The City’s
2013 AV is $6,009,796,980.

Source:

Clackamas County Assessor’s Office.
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Table 22 – Property Tax Rates – Direct and Overlapping Governments – Rate per $1,000 of Assessed Value
Fiscal
Year
2002-03
2003-04
2004-05
2005-06
2006-07
2007-08
2008-09
2009-10
2010-11
2011-12
2012-13

1.
2.

Basic
Rate1
4.6636
4.7480
4.8116
4.8076
4.8066
4.8035
4.8055
4.7915
4.7924
4.7855
4.7918

GO Debt Urban
Service Renewal
0.7397
0.4260
0.8668
0.4425
0.8689
0.5310
0.8084
0.5498
0.7274
0.5399
0.6964
0.5582
0.6908
0.5602
0.6247
0.6291
0.5883
0.6138
0.5898
0.6303
0.5796
0.6121

Total Clackamas
direct
County
5.8293
2.49
6.0573
2.49
6.2115
2.48
6.1658
2.48
6.0734
2.44
6.0581
2.70
6.0565
2.70
6.0453
3.17
5.9945
3.17
6.0056
3.14
5.9835
3.16

Education
Service
District
0.35
0.35
0.35
0.35
0.35
0.35
0.35
0.35
0.35
0.35
0.35

Portland
Comm.
College
0.48
0.50
0.49
0.48
0.47
0.48
0.49
0.61
0.61
0.58
0.64

Lake
Oswego
Sch. Dist.
6.72
6.71
6.88
7.08
6.79
6.62
6.91
6.91
6.65
6.60
6.60

Metro
0.27
0.27
0.27
0.27
0.26
0.41
0.38
0.41
0.39
0.30
0.39

Other2
0.24
0.22
0.22
0.24
0.23
0.22
0.22
0.22
0.22
0.19
0.14

Total Direct
and
Overlapping
16.38
16.60
16.90
17.07
16.63
16.84
17.11
17.72
17.38
17.17
17.26

The City’s basic rates are applied against AV. Starting in 2003, urban renewal rates are separately stated, so the City’s basic rate is
discounted back for the effect of the separately stated urban renewal rates.
Includes Port of Portland, Tri-Met, Lake Grove Park, and Vector Control taxing districts.

Source: City of Lake Oswego.

The remainder of page intentionally left blank.
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ECONOMIC AND DEMOGRAPHIC INFORMATION
The City of Lake Oswego is located south of the Portland metropolitan area, in northwestern Oregon. It is located in
Clackamas, Multnomah and Washington counties, with the majority of the City located in Clackamas County. These
counties are a part of seven counties that comprise the Portland-Vancouver Metropolitan Statistical Area (the “MSA”). The
City's economy is linked with that of the metropolitan area, which is based on manufacturing, national and international
trade, and the service industries.
The City of Lake Oswego is located on the west side of Clackamas County. It is adjacent to the southern boundary of the
City of Portland and abuts the western shore of the Willamette River. The downtown area is adjacent to the river, about eight
miles south of downtown Portland. Access to downtown Portland is by Oregon Highway 43, which parallels the river, and I5 for commuters on the west end.
The City is primarily a residential community with a low ratio of heavy industry and retail-based commercial activity, and a
growing office corridor along Kruse Way. The City is the largest city in Clackamas County.
POPULATION
The City’s 2012 population was 36,725. During the ten-year period from 2003 to 2012, the population in the City increased
from 35,750 to 36,725, a compounded annual growth rate of 0.3 percent. Clackamas County currently ranks third largest in
population among all counties in the state behind its neighbors, Multnomah County to the north and Washington County to
the west.

Table 23 – Population Estimates and Economic Statistics

Fiscal Year
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012

Lake Oswego
Population
35,750
35,860
35,930
36,075
36,350
36,345
36,590
36,755
36,620
36,725

Clackamas County
Personal income
(in 000’s)
$13,132,736
13,876,687
14,601,351
15,872,775
16,678,152
17,482,238
16,315,504
16,537,551
17,457,115
NA1

Clackamas County
Per capita Personal
Income
$37,306
39,006
40,637
43,666
45,468
47,109
43,614
43,871
45,915
NA1

Clackamas County
Unemployment rate
7.5%
6.7
5.5
4.8
4.6
5.7
10.2
10.1
8.9
7.9

The Federal Census figures, as of April 1 of the stated year, are as follows:
City of Lake Oswego
Clackamas County
State of Oregon
1.

1990
30,576
278,850
2,842,321

2000
35,278
338,391
3,421,399

2010
36,619
375,992
3,831,074

Not available at this time.

Source: Under State law, the State Board of Higher Education must estimate annually the population of Oregon cities and counties so
that shared revenues may be properly apportioned. The Center for Population Research and Census at Portland State
University performs this statutory duty. The population estimates are calculated as of July 1 of each year but are not certified
until the following January. Federal Census figures are published by the U.S. Bureau of Census. 2000 Census figures are
based on the 2000 Census Redistricting Data. Clackamas County personal income and per capita income figures are calculated
by the U.S. Bureau of Economic Analysis and are updated to April 2012.
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Table 24 – Major Employers in the City 2012
Employer

Product or Service

Lake Oswego School District
City of Lake Oswego
Waggener Edstrom, Inc.
Stanford’s Restaurant
Micro Systems Engineering, Inc.
Mary’s Woods at Marylhurst
Jacobs Engineering Group Inc.
New Seasons Market, Inc.
PacifiCare of Oregon
Autodesk, Inc.

Education
Government
Telecommunications & public relations
Food service - restaurant
Microelectronics manf.–medical equipment
Retirement and senior living
Engineering
Grocery
Insurance coverage & wellness plans
Software development

2012 Estimated
Employment
568
354
312
281
246
200
200
173
165
150

Source: City of Lake Oswego and NW Resources.

Table 25 – Major Employers in the Portland-Vancouver MSA (Oregon Portion) 2012
Employer

Product or Service

State of Oregon
Intel Corporation
Providence Health System
U.S. Government
Oregon Health & Science University
Fred Meyer Stores
Legacy Health System
Kaiser Foundation Health Plan of the NW
City of Portland
NIKE Inc.
Portland Public School District
Multnomah County
Wells Fargo
Portland Community College
Beaverton School District
Portland State University
U.S. Bank

Government
Semiconductor integrated circuits
Health care & health insurance
Government
Health care & education
Grocery & retail variety chain
Nonprofit health care
Healthcare
Government
Sports shoes and apparel
Education
Government
Bank
Education
Education
Education
Bank

1.

2012 Estimated
Employment1
18,400
15,636
14,089
13,900
12,000
9,858
9,732
9,039
8,876
7,000
6,855
5,797
4,748
4,390
4,247
4,066
3,899

Totals may include part-time, seasonal and temporary employees.

Source: State of Oregon Employment Department and Top Regional Employers – Portland Business Journal Book of Lists 2012.

TRANSPORTATION
Interstate Highway 5, the principal north-south highway on the West Coast, passes west of the City. Major passenger and
cargo airlines operate out of the Portland International Airport, approximately sixteen miles from the City. A general
aviation airport located in Hillsboro provides private and chartered air service approximately 25 miles from the City. The
City is home to the Willamette Shore Trolley that runs seven miles from the City’s downtown to Riverplace in downtown
Portland. The Willamette Pacific Railroad line also runs through the City.
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Transportation is facilitated by a highway system that includes Interstate 5, the primary north-south highway artery of the
West Coast, and by-pass routes I-205 and I-405 within and around the Portland metropolitan area. The primary east-west
highway system is Interstate 84, which begins at Portland and heads east along the Columbia River to Idaho and beyond.
The Portland metropolitan area is also served by U.S. highways 26 and 30, Oregon highways 43, 213, 217, 224, 99E, 99W,
the Tualatin Valley Highway, the historic Columbia River Highway, nine bridges across the Willamette River and two
bridges across the Columbia River.
The Tri-County Metropolitan Transportation District of Oregon (“Tri-Met”), the regional public transit agency, provides bus
service throughout the region and light rail service (“MAX”) between downtown Portland and Gresham to the east, out to the
west to the cities of Beaverton and Hillsboro and now have the WES service from Beaverton to Wilsonville.
UTILITIES
NW Natural supplies natural gas to the area; electricity is provided by Portland General Electric Company. Frontier, and
CenturyLink provide telephone service. Rossman Sanitary Service provides garbage collection services.
The City owns and operates its own water system, drawing its water from the Clackamas River at an intake in Gladstone, and
treating it at a treatment plant located in West Linn. The City contracts to supply water to the City of Tigard, and to supply
either emergency, or emergency and domestic water, to six other cities and water districts.
The City owns, operates and maintains its own sewage collection system within the urban service boundary, except for a
trunk interceptor facility owned and operated by CWS. Sewage treatment is provided by the Tryon Creek Wastewater
Treatment Plant, owned and operated by the City of Portland. The City contracts to provide wastewater service to some areas
of Tualatin.
EDUCATION
The Lake Oswego School District serves the City’s education needs. City residents also have access to a variety of private
educational institutions in the Portland-Vancouver PMSA, including Our Lady of the Lake for grades K-8, within the City.
Marylhurst University, a four-year private liberal arts college with graduate and undergraduate students, is located within the
City. The college provides lifelong learning for students of all ages and offers 23 bachelors’ degrees, 11 masters’ degrees,
and 13 professional certificates.
Clackamas Community College, located on the east side of the Willamette River, and Portland Community College, with a
campus close to the northern boundary of the City, offers associate degrees in a variety of disciplines. Other institutions of
higher education servicing the City’s citizens include Pacific University in Forest Grove, and Portland State University, Reed
College, Lewis and Clark College, the University of Portland, and the Oregon Heath and Science University in Portland, as
well as other public and private colleges located throughout the metropolitan area.
HEALTH CARE
Legacy Meridian Park Hospital, located southwest of the City, serves the health care needs of the vicinity and southwest of
the City and Kaiser Permanente operates a medical office complex. Other major health care facilities available to residents of
the City include St. Vincent Medical Center near Beaverton and Tuality Community Hospital in Tualatin.
TOURISM AND RECREATION
The City's Parks and Recreation Department manages City park property at 35 different sites. The City also owns and
maintains a water sports center, a community amphitheater on the Willamette River, an adult community center, the Lake
Oswego Swim Park, and an indoor tennis center; as well as a 39.2-acre municipal golf course. The City offers recreation
programs, including aquatics, adult and youth fitness activities and classes, softball, basketball, golf and tennis programs.
The 405-acre privately managed Oswego Lake and the Willamette River offer fishing, boating and water skiing
opportunities. There is also a private golf course, the Oswego Lake Country Club. Ocean beaches lie about 90 minutes to
the west of the City, and Mount Hood is about 90 minutes east.
The City is home to the Lakewood Center for the Arts which provides gallery space, classes, drama productions and is the
home of the annual Festival of the Arts.
INFORMATION SOURCES
Historical data have been collected from generally accepted standard sources, usually from public bodies. In Oregon, data is
frequently available for counties, and to a somewhat lesser degree, for cities. Because the City of Lake Oswego is located
within Clackamas County and the Portland MSA, this statement bases information on those areas as well as the City itself.
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THE INITIATIVE PROCESS
INITIATIVES
The Oregon Constitution, Article IV, Section 1, reserves to the people of the State the initiative power to amend the State
constitution or to enact State legislation by placing measures on the statewide general election ballot for consideration by the
voters. Oregon law therefore permits any registered Oregon voter to file a proposed initiative with the Oregon Secretary of
State’s office without payment of fees or other burdensome requirements. Consequently, a large number of initiative measures
are submitted to the Oregon Secretary of State’s office, and a much smaller number of petitions obtain sufficient signatures to be
placed on the ballot.
Because many proposed initiative measures are submitted which do not qualify for the ballot, the City does not formally or
systematically monitor the impact of those measures or estimate their financial effect prior to the time the measures qualify for
the ballot. Consequently, the City does not ordinarily disclose information about proposed initiative measures that have not
qualified for the ballot. No initiative measures have qualified for the 2014 election, as of July 15, 2013.
PROPOSED INITIATIVES THAT QUALIFY TO BE PLACED ON THE BALLOT
To be placed on a general election ballot, the proponents of a proposed initiative must submit to the Secretary of State initiative
petitions signed by a number of qualified voters equal to a specified percentage of the total number of votes cast for all
candidates for governor at the gubernatorial election at which a Governor was elected for a term of four years next preceding the
filing of the petition with the Secretary of State. For the 2012 general election, the requirements were eight percent (116,284
signatures) for a constitutional amendment measure and six percent (87,213 signatures) for a statutory initiative. Any elector
may sign an initiative petition for any measure on which the elector is entitled to vote.
The initiative petition must be submitted to the Secretary of State not less than four months prior to the general election at which
the proposed measure is to be voted upon. As a practical matter, proponents of an initiative have approximately two years in
which to gather the necessary number of signatures. State law permits persons circulating initiative petitions to pay money to
persons obtaining signatures for the petition.
Once an initiative measure has gathered a sufficient number of signatures and qualified for placement on the ballot, the State is
required to prepare a formal estimate of the measure’s financial impact. Typically, this estimate is limited to an evaluation of the
direct dollar impact only.
Historically, a larger number of initiative measures have qualified to be placed on the ballot than have been approved by the
electors. According to the Elections Division of the Oregon Secretary of State, the total number of initiative petitions that
qualified for the ballot and the numbers that passed in recent general elections are as follows.
INITIATIVE HISTORY
Table 26 – Initiative Petitions that Qualified and Passed (2002-2012)
Year of
General Election
2002
2004
2006
2008
2010
2012

Number of
Initiatives that
Qualified
7
6
10
8
4
7

Number of
Initiatives that
Passed
3
2
3
0
2
2

NOTE: The Secretary of State posts a listing of initiatives on its web site: www.sos.state.or.us.
Source: Elections Division, Oregon Secretary of State.
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LOCAL INITIATIVE AND REFERENDUM PROCESS
The City’s Charter, Sec. 49, references the initiative and referendum power that is reserved to the qualified voters of
municipalities, and provides that the local initiative and referendum power shall be exercised pursuant to the term of the
“Oregon Constitution, the general laws of the State and the terms of this Charter, or as the City Council may establish by
ordinance.” The Oregon Constitution, Art. IV, Sec. 1(5) reserves the inititative and referendum power to the voters of a
municipality as to all local, special, and municipal legislation, except that the referendum power is limited to legislation that
does not become effective within 30 days of its enactment (non-emergency). The constitutional provision requires not less
than 15 percent of the qualified voters for an initiative measure, and not less than 10% of the qualified voters for a
referendum measure, to place a measure on the ballot. Per state law, a prospective petition must be filed with the City
Recorder, and after approval of the prospective petition title, the petition must be filed with the City Recorder not less than 90
days before the election at which the proposed law is to be voted on local initiative measures must be filed with the City
Recorder. By City Code, LOC 11.04.360, referendum of ordinances is limited to non-emergency ordinance, and the petition
to refer must be filed for signature verification with the City Recorder no later than the 30th day after enactment of the
ordinance that is sought to be referred.
As of July 17, 2013, no initiative or referendum measures have been filed for signature verification with the City Recorder.

LITIGATION
There is no pending litigation questioning the validity of the Financing Agreement, the Escrow Agreement or the Obligations
or the authority of the City to make the Financing Payments, undivided proportionate interests in the principal and interest
components of which are represented by the Obligations. There is no litigation pending that would materially affect the
finances of the City or affect the City’s ability to meet debt service requirements on the Obligations. See also “CITY
FINANCIAL INFORMATION – Tort Claims Against Oregon Governments” for information about litigation.

LEGALITY
The validity of the Financing Agreement, the Obligations and certain other legal matters are subject to the approving opinion
of Orrick, Herrington & Sutcliffe LLP, Portland, Oregon, Special Counsel for the City (“Special Counsel”). A complete
copy of the proposed form of Special Counsel Opinion is included as APPENDIX C of this Official Statement. Special
Counsel undertakes no responsibility for the accuracy, completeness, or fairness of this Official Statement.

TAX MATTERS
In the opinion of Special Counsel, based upon an analysis of existing laws, regulations, rulings, and court decisions, and
assuming, among other matters, the accuracy of certain representations and compliance with certain covenants, that portion of
the payments under the Financing Agreement designated as and constituting interest received by holders of the Financing
Obligations is excluded from gross income for federal income tax purposes under Section 103 of the Internal Revenue Code
of 1986 (the “Code”). In the further opinion of Special Counsel such interest on the Financing Obligations is not a specific
preference item for purposes of the federal individual or corporate alternative minimum taxes, although Bond Counsel
observes that such interest is included in adjusted current earnings when calculating corporate alternative minimum taxable
income. In the further opinion of Special Counsel, based upon an analysis of existing laws, regulations, rulings and court
decisions, that portion of the payments under the Financing Agreement that are designated as and constituting interest on the
Financing Obligations is exempt from personal income taxation imposed by the State of Oregon. A complete copy of the
proposed form of opinion of Special Counsel is set forth in APPENDIX C hereto.
The amount (if any) by which the issue price of the Financing Obligations due on any given principal payment date is less
than the amount to be paid on such date (excluding amounts designated as and constituting interest and payable at least
annually over the term of such Financing Obligations) constitutes “original issue discount,” the accrual of which, to the
extent properly allocable to each Beneficial Owner thereof, is treated as interest represented by the 2010 Obligations which is
excluded from gross income for federal income tax purposes and for Oregon personal income tax purposes. For this purpose,
the issue price of Financing Obligations coming due on any particular principal payment date is the first price at which a
substantial amount of such Financing Obligations is sold to the public (excluding bond houses, brokers, or similar persons or
organizations acting in the capacity of underwriters, placement agents or wholesalers). The original issue discount with
respect to Financing Obligations coming due on any particular principal payment date accrues daily over the term to such
principal payment date on the basis of a constant interest rate compounded semiannually (with straight-line interpolations
between compounding dates). The accruing original issue discount is added to the adjusted basis of such Financing
Obligations to determine taxable gain or loss upon disposition (including sale, redemption, or payment on the principal
payment date) of such Financing Obligations. Beneficial Owners of the 2010 Obligations should consult their own tax
advisors with respect to the tax consequences of ownership of Financing Obligations with original issue discount, including
37

the treatment of Beneficial Owners who do not purchase such Obligations in the original offering to the public at the first
price at which a substantial amount of such Obligations is sold to the public.
Obligations purchased, whether at original issuance or otherwise, for an amount greater than their principal amount payable
at the respective principal payment date (or, in some cases, at their earlier call date) (“Premium Obligations”) will be treated
as having amortizable bond premium. No deduction is allowable for the amortizable bond premium in the case of
obligations, like the Premium Obligations, the interest represented by which is excluded from gross income for federal
income tax purposes. However, a Beneficial Owner’s basis in a Premium Obligation, and under Treasury Regulations, the
amount of tax-exempt interest received, will be reduced by the amount of amortizable bond premium properly allocable to
such purchaser. Beneficial Owners of Premium Obligations should consult their own tax advisors with respect to the proper
treatment of amortizable bond premium in their particular circumstances.
The Code imposes various restrictions, conditions and requirements relating to the exclusion from gross income for federal
income tax purposes of interest represented by obligations such as the Obligations. The City has covenanted to comply with
certain restrictions designed to ensure that interest represented by the Obligations will not be included in federal gross
income. Failure to comply with these covenants may result in interest represented by the Obligations being included in gross
income for federal income tax purposes, possibly from the date of original delivery of the Obligations. The opinion of
Special Counsel assumes compliance with these covenants. Special Counsel has not undertaken to determine (or to inform
any person) whether any actions taken (or not taken) or events occurring (or not occurring) after the date of delivery of the
Obligations may adversely affect the value of, or the tax status of interest represented by, the Obligations. Accordingly, the
Opinion of Special Counsel is not intended to, and may not, be relied upon in connection with any such actions, events or
matters.
Although Special Counsel is of the opinion that interest represented by the Obligations is excluded from gross income for
federal income tax purposes and is exempt from State of Oregon personal income taxes, the ownership or disposition of, or
the accrual or receipt of interest represented by, the Obligations may otherwise affect a Beneficial Owner’s federal or state
tax liability. The nature and extent of these other tax consequences will depend upon the particular tax status of the
Beneficial Owner or the Beneficial Owner’s other items of income or deduction. Special Counsel expresses no opinion
regarding any such other tax consequences.
Future legislative proposals, if enacted into law, clarification of the Code or court decisions may cause interest represented by
the Obligations to be subject, directly or indirectly, to federal income taxation or to be subject to or exempted from state
income taxation, or otherwise prevent Beneficial Owners of the Obligations from realizing the full current benefit of the tax
status of such interest. As one example, the Obama Administration’s proposed 2014 budget includes a legislative proposal
which, for tax years beginning after December 31, 2013, would limit the exclusion from gross income of interest on
obligations like the Obligations to some extent for taxpayers who are individuals and whose income is subject to higher
marginal income tax rates. The introduction or enactment of any such future legislative proposals, clarification of the Code or
court decisions may also affect the market price for, or marketability of, the Obligations. Prospective purchasers of the
Obligations should consult their own tax advisors regarding any pending or proposed federal or state tax legislation,
regulations or litigation, as to which Special Counsel expresses no opinion.
The opinion of Special Counsel is based on current legal authority, covers certain matters not directly addressed by such
authorities, and represents Special Counsel’s judgment as to the proper treatment of the Financing Obligations for federal
income tax purposes. It is not binding on the Internal Revenue Service (“IRS”) or the courts. Furthermore, Special Counsel
cannot give and has not given any opinion or assurance about the future activities of the City, or about the effect of future
changes in the Code, the applicable regulations, the interpretation thereof or the enforcement thereof by the IRS. The City
has covenanted, however, to comply with the requirements of the Code.
Special Counsel’s engagement with respect to the Financing Obligations ends with the issuance of the Financing Obligations,
and, unless separately engaged, Special Counsel is not obligated to defend the City or the Beneficial Owners regarding the
tax-exempt status of the Financing Obligations in the event of an audit examination by the IRS. Under current procedures,
parties other than the City, and their appointed counsel, including the Beneficial Owners, will have little if any right to
participate in the examination process. Moreover, because achieving judicial review in connection with an audit examination
of tax-exempt bonds is difficult, obtaining an independent review of IRS positions with which the City legitimately disagrees,
may not be practicable. Any action of the IRS, including but not limited to selection of the Financing Obligations for audit,
or the course or result of such audit, or an audit of the Financing Obligations presenting similar tax issues may affect the
market price for, or the marketability of, the Financing Obligations, and may cause the City or the Beneficial Owners to incur
significant expense.

RATINGS
Moody's Investors Service and Standard & Poor's Ratings Group, a Division of the McGraw-Hill Companies have assigned
ratings of Aa1 and AAA, respectively, to the Obligations. An explanation of the significance of the ratings can be obtained
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from the rating agencies. There are no assurances that the ratings will continue for any given period of time or that the
ratings will not be revised downward or withdrawn entirely by the rating agencies if, in the judgment of the rating agencies,
circumstances so warrant. Any such downward revision or withdrawal of the ratings may adversely affect the market price of
the Obligations.

FINANCIAL ADVISOR
The City has retained Western Financial Group, LLC, Portland, Oregon, as Financial Advisor in connection with the
authorization and issuance of the Obligations.

UNDERWRITING
Morgan Stanley & Co. LLC, acting as underwriter, successfully bid for the Obligations in a competitive sale on August 27,
2013. The bid provides that the underwriter will purchase all of the Obligations, if any Obligations are purchased, at a price
of 102.48% of the par value of the Obligations. The Obligations will be re-offered at an average price of 103.67% of the par
value of the Obligations. After the initial public offering, the public offering prices may vary from time to time.
Morgan Stanley, parent company of Morgan Stanley & Co. LLC., an underwriter of the Obligations, has entered into a retail
distribution arrangement with Morgan Stanley Smith Barney LLC. As part of the distribution arrangement, Morgan Stanley
& Co. LLC may distribute municipal securities to retail investors through the financial advisor network of Morgan Stanley
Smith Barney LLC. As part of this arrangement, Morgan Stanley & Co. LLC may compensate Morgan Stanley Smith
Barney LLC for its selling efforts with respect to the Obligations.

OFFICIAL STATEMENT
At the time of the original delivery of and payment for the Obligations, the City will deliver a certificate of the Authorized
Representative, addressed to the Obligation purchaser to the effect that the Authorized Representative has examined the
Official Statement and the financial and other data concerning the City contained herein and that, to the best of his knowledge
and belief, (i) the Official Statement, both as of its date and as of the date of delivery of the Obligations, does not contain any
untrue statement of a material fact or omit to state a material fact necessary to make the statements therein, in the light of the
circumstances under which they were made, not misleading and (ii) between the date of the Official Statement and the date of
the delivery of the Obligations there has been no material adverse change in the affairs (financial or other), financial
condition or results of operations of the City except as set forth in the Official Statement or an amendment thereto.

CONTINUING DISCLOSURE
Pursuant to SEC Rule 15c2-12, as amended (17 CFR Part 240, § 240.15c2-12) (the “Rule”), the City, as the “obligated
person” within the meaning of the Rule, has agreed to execute and deliver a Continuing Disclosure Certificate substantially in
the form attached hereto as APPENDIX D for the benefit of the holders of the Obligations. The City previously has
executed and delivered Continuing Disclosure Certificates with respect to debt issues for which the City is the “obligated
person” as defined in the Rule. On September 7, 2011, the City retroactively submitted financial information for the fiscal
year 2008 after it could not verify the filing of that year’s Comprehensive Annual Financial Report. Otherwise, to the best
knowledge of the City, during the last five years, it has complied with all prior Continuing Disclosure Certificates.

MISCELLANEOUS
All quotations from and summaries and explanations of provisions of law herein do not purport to be complete and reference
is made to said laws for full and complete statements of their provisions.
This Official Statement is not to be construed as a contract or agreement between the City and the purchasers or holders of
any of the Obligations. Any statements made in this Official Statement involving matters of opinion herein are subject to
change without notice and neither the delivery of this Official Statement nor any sale made hereunder shall, under any
circumstances, create any implication that there has been no change in the affairs of the City, since the date hereof.

CITY OF LAKE OSWEGO
By:

/s/
Ursula Euler
Finance Director
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APPENDIX A
FORM OF FINANCING AGREEMENT AND FORM OF ESCROW AGREEMENT

FINANCING AGREEMENT
between

WELLS FARGO BANK, NATIONAL ASSOCIATION
as Escrow Agent
and the

CITY OF LAKE OSWEGO, OREGON
as City

__________________________________________

Relating to
City of Lake Oswego
Clackamas, Multnomah and Washington Counties, Oregon
$__________ Full Faith and Credit Obligations
Series 2013
__________________________________________

Dated as of [__________] 1, 2013
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FINANCING AGREEMENT
This Financing Agreement is dated as of [__________] 1, 2013, and is entered into by
and between WELLS FARGO BANK, NATIONAL ASSOCIATION, a national banking
association (the “Escrow Agent”), and the CITY OF LAKE OSWEGO, Oregon (the “City”).
The parties hereby agree as follows:
ARTICLE I RECITALS, DEFINITIONS AND RULES OF CONSTRUCTION
Section 1.1
(a)

Recitals.
The City recites:

The City is authorized to finance real and personal property by a financing
agreement pursuant to ORS 271.390, and execute and deliver this Financing
Agreement to finance the Project (as defined in Section 1.2) pursuant to that
statute.
(b)

The City and the Escrow Agent recite:

(i)
The Escrow Agent desires to provide to the City the Financing
Amount to finance the Project, but only from the proceeds of the City’s Full Faith
and Credit Obligations, Series 2013 (the “Obligations”); and
(ii)
The City desires to borrow the Financing Amount from the
Escrow Agent to finance the Project, subject to the terms and conditions of and
for the purposes set forth herein.
Section 1.2 Definitions.
All capitalized terms not defined in this Financing
Agreement shall have the meanings defined for those terms in the Escrow Agreement. Unless
the context clearly requires use of a different definition, the following capitalized terms shall
have the meanings defined for those terms in this section:
“Escrow Agreement” means the Escrow Agreement between the City and the Escrow
Agent, of even date herewith, as it may be amended or supplemented relating to the Obligations.
“Financing Agreement” means this Financing Agreement, including the exhibits
attached to this Financing Agreement and any amendments to this Financing Agreement and its
exhibits.
“Financing Amount” means the sum of the principal components of the Financing
Payments, as shown in the attached Exhibit A.
“First Deposit Date” means the date on which the first deposit under Section 3.2 below
is due, as shown in Exhibit A attached hereto.
“Master Water Resolution” means Resolution No. 99-22 adopted by the City to provide
for the issuance of bonds and other obligations secured by Net Revenues of the Water System (as
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such terms are defined in the Master Water Resolution) and to set forth covenants and other
agreements of the City for the benefit of the owners of such bonds and obligations, as amended
and supplemented, including as amended and supplemented by Resolution 13-17 of the City.
“Principal Office” means the Corporate Trust office of the Escrow Agent located in
Portland, Oregon.
“Project” means the cost of financing or refinancing:
(a)
the costs of design, acquisition, construction, improvement and equipping
of, and additions, replacements, expansions and/or improvements to, the City’s water
system and the acquisition of all real and personal property necessary, useful or
convenient thereto; and
(b)

related financing and issuance costs.

“Project Account” means the account established by the City to hold the proceeds of the
Obligations.
Section 1.3 Rules of Construction. References to section numbers in documents
which do not specify the document in which the section is located shall be construed as
references to section numbers in this Financing Agreement.
ARTICLE II REPRESENTATIONS AND COVENANTS OF CITY AND
ESCROW AGENT
Section 2.1 Representations and Covenants of City. The City represents and
covenants for the benefit of the Escrow Agent and its assignees as follows:
(a)
of Oregon.

The City is the City of Lake Oswego, Oregon, a municipality of the State

(b)
The City is authorized under Oregon Revised Statutes (ORS) 271.390 to
enter into this Financing Agreement and to perform all of its obligations under this
Financing Agreement.
(c)
All required action has been taken to ensure the enforceability of this
Financing Agreement (except as such enforceability may be limited by bankruptcy,
insolvency, reorganization, moratorium or similar laws or equitable principles relating to
or limiting creditors’ rights generally).
(d)
All Financing Payments and deposits required by Section 3.2(b) below
and the Additional Charges required by Sections 3.2(c)(ii), 3.2(c)(iii) and 3.2(c)(iv)
below shall be paid to the Escrow Agent at its Principal Office.
Section 2.2 Representations and Covenants of Escrow Agent. The Escrow Agent
represents and covenants for the benefit of the City as follows:
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(a)
The Escrow Agent is a national banking association organized and
existing under the laws of the United States of America and duly qualified to transact
business of the type contemplated by this Financing Agreement and the Escrow
Agreement in the State of Oregon, and has all necessary power to own its properties and
assets and to carry on its business as now conducted.
(b)
The consummation of the transactions contemplated by this Financing
Agreement will not violate the provisions of, or constitute a breach or default under, the
articles of association of the Escrow Agent or any material agreement to which the
Escrow Agent is a party.
(c)
The execution, delivery and performance by the Escrow Agent of this
Financing Agreement and all related agreements, instruments and documents to which
the Escrow Agent is a party have been duly authorized and constitute legal, valid and
binding obligations of the Escrow Agent, enforceable against the Escrow Agent in
accordance with their terms, except as such enforcement may be limited by bankruptcy,
insolvency, reorganization, moratorium or similar laws or equitable principles relating to
or limiting creditors’ rights generally.
Section 2.3 Tax Covenants. The City shall comply with the instructions and
requirements of the Tax Certificate or Tax Certificate relating to the Obligations. This covenant
shall survive payment in full or defeasance of the Obligations.
ARTICLE III THE FINANCING AND THE PAYMENTS
Section 3.1 The Financing. The Escrow Agent agrees to provide to the City an
amount equal to the Financing Amount, but solely from the proceeds of the sale of the
Obligations as provided in this Financing Agreement and the Escrow Agreement. The City
agrees to borrow the Financing Amount from the Escrow Agent, and to repay that principal
amount in installments, with interest, by making the Financing Payments and paying the
Additional Charges as provided in this Financing Agreement. This financing for the City will be
deemed to have been made when the transfers to the City which are specified in Section 3.5 of
the Escrow Agreement have occurred. This Financing Agreement shall commence on the
Closing Date and shall end on the date all Financing Payments and Additional Charges that the
City is required to pay under this Financing Agreement have been paid or defeased in accordance
with Section 11.1 of the Escrow Agreement. The Escrow Agent is not selling, arranging for sale
or establishing the terms of the Obligations.
Section 3.2

The Payments and Additional Charges.

(a)
The City agrees to pay the Escrow Agent, its successors or assigns,
without deduction or offset of any kind, as payment for the financing made under this
Financing Agreement, the Financing Payments and the Additional Charges.
(b)
The City shall pay the Financing Amount to the Escrow Agent in
installments, with interest, on or before 1:00 p.m., prevailing Lake Oswego, Oregon time,
on the Business Day preceding the scheduled Payment Dates shown in Exhibit A, as
those amounts may be reduced by any prepayment of the Financing Payments.
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(i)
To secure the performance of its obligation to pay Financing
Payments, the City shall deposit an amount equal to each scheduled Financing
Payment with the Escrow Agent on the Business Day preceding the scheduled
Payment Date into the Payment Account. Each deposit made under this Section
3.2(b) shall be applied toward Financing Payments due from the City as provided
in the Escrow Agreement.
(ii)
In making deposits under this Section 3.2(b), the City shall be
credited on each deposit date for any amounts then on hand in the Payment
Account and available to pay the Financing Payment for which such deposit is
being made and the City shall only be required to pay the difference, if any,
between the amount of the deposit then due and the amounts then on hand in the
Payment Account.
(c)
In addition to the Financing Payments, the City covenants to pay the
following Additional Charges, as and when the same become due and payable:
(i)
all applicable rebates due in connection with this Financing
Agreement and the Obligations that are required to be paid under Section 148(f)
of the Code consistent with the City’s representations and covenants contained in
any of the certificates or other documents executed by the City as provided under
Section 2.3 hereof; and
(ii)
to the extent permitted by law, all costs and expenses that the
Escrow Agent may incur because of any default by the City under this Financing
Agreement, including reasonable attorneys’ fees and costs of suit or action at law
to enforce the terms and conditions of this Financing Agreement; and
(iii)
the fees, costs and expenses of the Escrow Agent as provided in
the Escrow Agreement and the reasonable fees, costs and expenses of any
successor Escrow Agent; and
(iv)
Additional Charges shall be paid by the City when due, unless
such payment may be delayed without penalty or interest, or within 30 days after
notice in writing from the Escrow Agent to the City stating the amount of
Additional Charges then due and payable and the purpose thereof. Additional
Charges described in Sections 3.2(c)(i) shall be paid to the United States
Treasury. Additional Charges described in Sections 3.2(c)(ii) and 3.2(c)(iii)
above shall be paid to the Escrow Agent.

Page 4 – FINANCING AGREEMENT

Section 3.3 Prepayment.
provided in Exhibit B.

The Financing Payments are subject to prepayment as

(a)
Except as provided in Exhibit B, the Financing Payments are not
otherwise subject to prepayment. The City may prepay the deposits required by Section
3.2(c)(i) above at any time.
(b)
The City shall give notice of optional prepayment of Financing Payments
to the Escrow Agent not later than forty-five (45) days before the prepayment date. The
notice shall state the date of the prepayment, the maturities and the amounts of the
principal components to be prepaid. The Escrow Agent will select the Obligations to be
prepaid thereby pursuant to Section 2.10 of the Escrow Agreement. If the prepayment
date is other than a Payment Date, the accrued portion of the interest component of
Financing Payments due on the prepayment date shall be equal to the interest owed on
the prepayment date with respect to the Obligations selected by the Escrow Agent for
prepayment pursuant to Section 2.10 of the Escrow Agreement.
(c)
If the principal component of a Financing Payment is prepaid, the
schedule of Financing Payments in the attached Exhibit A shall be revised to reflect the
prepayment, and the City shall provide the Escrow Agent such revised Exhibit A.
Section 3.4 Conditional Notice of Optional Prepayment. Any notice of optional
prepayment to the Registrar or to the Obligation Owners may state that the optional prepayment
is conditional upon receipt by the Registrar of moneys sufficient to pay the prepayment price of
such Obligations or upon the satisfaction of any other condition, and/or that such notice may be
rescinded upon the occurrence of any other event, and any conditional notice so given may be
rescinded at any time before payment of such prepayment price if any such condition so
specified is not satisfied or if any such other event occurs. Notice of such rescission or of the
failure of any such condition shall be given by the Registrar to the affected Obligation Owners as
promptly as practicable upon the failure of such condition or the occurrence of such other event.
Any notice of such rescission or of the failure of any such condition or occurrence of such other
event shall not constitute an event of default under the Escrow Agreement or this Financing
Agreement.
Section 3.5 Nature of City’s Obligations. The payment of the principal and interest
components on this Financing Agreement shall be secured by and payable from the City’s
general non-restricted revenues and other funds that are lawfully available for that purpose,
including, the proceeds of the Financing Agreement and revenues from an ad valorem tax
authorized to be levied under the City’s permanent rate limit under sections 11 and 11b,
Article XI of the Oregon Constitution, and revenues derived from other taxes, if any, levied by
the City in accordance with and subject to limitations and restrictions imposed under applicable
law or contract, that are not dedicated, restricted or obligated by law or contract to an
inconsistent expenditure or use. The obligation to pay the principal and interest components of
this Financing Agreement is a full faith and credit obligation of the City.
(a)
The City hereby covenants to use all taxing power available to the City
under the law which is necessary to generate funds sufficient to permit the City to make
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Financing Payments, subject only to the limitations provided in Sections 11 and 11b,
Article XI of the Oregon Constitution and any limitations that are imposed by law.
(b)
The City hereby agrees that its obligation to pay all Financing Payments
and Additional Charges is absolute and unconditional, and shall not be subject to annual
appropriation or any of the following:
(i)
any setoff, counterclaim, recoupment, defense or other right
which the City may have against the Escrow Agent, any contractor or anyone else
for any reason whatsoever;
(ii)
any insolvency,
proceedings by the City;
(iii)
the Project; or

bankruptcy,

reorganization

or

similar

abatement through damage, destruction or non-availability of

(iv)
any other event or circumstance whatsoever, whether or not
similar to any of the foregoing.
(c)
The payment obligations of the City under this Financing Agreement are
additionally secured by a subordinate pledge of Net Revenues of the Water System, as
provided in the Master Water Resolution. Such pledge of Net Revenues is subordinate to
the lien on, and pledge of, the Net Revenues for the senior bonds outstanding from time
to time under the Master Water Resolution. The obligation of the City to pay Financing
Payments is a Subordinate Obligation of the City payable from amounts in the
Subordinate Obligations Account (as such terms are defined in the Master Water
Resolution).
Section 3.6 Estoppel. The City hereby certifies, recites and declares that all things,
conditions and acts required by the Constitution and Statutes of the State of Oregon and by this
Financing Agreement and the Escrow Agreement to exist, to have happened and to have been
performed precedent to and in the execution and the delivery of this Financing Agreement, do
exist, have happened and have been performed in due time, form and manner, as required by law,
and that this Financing Agreement is a valid and binding obligation of the City which is
enforceable against the City in accordance with its terms, except to the extent that enforceability
may be limited by applicable bankruptcy, insolvency, fraudulent conveyance, reorganization,
moratorium or other laws or judicial decisions or principles of equity relating to or affecting the
enforcement of creditors’ rights or contractual obligations generally.
ARTICLE IV ASSIGNMENT
Section 4.1 By the Escrow Agent. The Escrow Agent may assign its rights under this
Financing Agreement only as specifically permitted by Article V of the Escrow Agreement.
Section 4.2 By the City. The rights and obligations of City under this Financing
Agreement may be assigned or transferred to any entity which succeeds or replaces the City, or
any entity into which the City may be merged, but only if the assignee or transferee assumes all
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of the City’s obligations under this Financing Agreement. The rights and obligations of the City
under this Financing Agreement shall not otherwise be assigned or transferred.
ARTICLE V TITLE; FUTURE ENCUMBRANCES AND PARITY OBLIGATIONS
Section 5.1 Title. The Escrow Agent agrees that the City shall be entitled to exclusive
possession and enjoyment of the Project while this Financing Agreement is in effect, without
interference from the Escrow Agent or the Owners. The Escrow Agent shall have no mortgage,
security interest or other right to the Project.
Section 5.2 Future Encumbrances and Parity Obligations. The Obligations are not
secured by any interest in the Project, and the City reserves the right to sell, lease or grant other
interests in the Project. The City reserves the right to commit its full faith and credit and
available general funds for other purposes without limitation.
Section 5.3 Maintenance; Modification; Taxes; Insurance and Other Matters.
The Escrow Agent shall have no obligation to maintain or modify the Project, or to pay any
taxes, fees or charges associated with the Project, or to take any action related to the Project
except actions specifically required by this Financing Agreement or the Escrow Agreement.
ARTICLE VI EVENTS OF DEFAULT AND REMEDIES
Section 6.1

Events of Default Defined.

(a)
The following shall be events of default under this Financing Agreement
and the terms “events of default” and “default” shall mean, whenever they are used in this
Financing Agreement, any one or more of the following events:
(i)
Failure by the City to pay any Financing Payment required to be
paid hereunder in the amount and at the time specified herein.
(ii)
Except as provided in Section 6.1(a)(v) below, failure by the
City to observe and perform any covenant, condition or agreement on its part to
be observed or performed for a period of sixty (60) days after written notice to the
City by the Escrow Agent, specifying such failure and requesting that it be
remedied, unless the Escrow Agent shall agree in writing to an extension of such
time prior to its expiration; provided, however, that if the failure stated in the
notice cannot be corrected within the applicable period, the Escrow Agent will not
unreasonably withhold its consent to an extension of such time if corrective action
is instituted by the City within the applicable period and diligently pursued until
the default is corrected;
(iii)
The occurrence and continuance of any event of default under
the Escrow Agreement; or
(iv)
The commencement by the City of a voluntary case under any
applicable bankruptcy, insolvency or other similar law now or hereafter in effect
or an assignment by the City for the benefit of its creditors, or the entry by the

Page 7 – FINANCING AGREEMENT

City into an agreement of composition with creditors, or the taking of any action
by the City in furtherance of any of the foregoing.
(v)
If by reason of force majeure, the City is unable in whole or in
part to carry out its agreement herein contained, other than the obligations on the
part of the City contained in Article 3 hereof, the City shall not be deemed in
default during the continuance of such inability. The term “force majeure” as
used herein shall mean, without limitation, any of the following: acts of God;
strikes, lockouts or other industrial disturbances; acts of the public enemy; orders
or restraints of any kind of the government of the United States of America or of
the City wherein the City is located or any of their departments, agencies or
officials, or any civil or military authority; insurrections; riots; landslides;
earthquakes; fires; storms; droughts; floods; explosions; breakage or accident to
machinery, transmission pipes or canals; or any similar or different cause or event
not reasonably within the control of the City.
Section 6.2

Remedies on Default.

(a)
Whenever any event of default referred to in Section 6.1 above shall have
happened and be continuing, the Escrow Agent shall have the right, at its sole option
without any further demand or notice, to exercise any remedy described in Section 9.2 of
the Escrow Agreement.
(b)
The Escrow Agent shall exercise its rights hereunder only in accordance
with the Escrow Agreement. No remedy referred to in this Section 6.2 is exclusive, but
each shall be cumulative and in addition to any other remedy referred to herein or
otherwise available to the Escrow Agent at law or in equity. In the event that the Escrow
Agent exercises or begins to exercise any one or more of such remedies, such action shall
not preclude the simultaneous or later exercise by the Escrow Agent of any other
remedies. No express or implied waiver by the Escrow Agent of an event of default shall
constitute a waiver of any other or subsequent event of default.
ARTICLE VII MISCELLANEOUS
Section 7.1

Notices.

(a)
Except as otherwise provided in Section 7.1(b) below, all notices,
obligations or other communications hereunder shall be sufficiently given and shall be
deemed given when delivered or mailed by first class mail, postage prepaid and
facsimile, to:
To the Escrow Agent at:
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Wells Fargo Bank Corporate Trust Services
N9311-115
625 Marquette Avenue South, 11th Floor East
Minneapolis, MN 55479
Facsimile: (612) 667-2134

To the City at:

City of Lake Oswego, Oregon
380 A Avenue
P.O. Box 369
Lake Oswego, OR 97034
Attn: Finance Director
Facsimile: (503) 675-3746

With Copy to Special Counsel at:

Orrick, Herrington & Sutcliffe LLP
1120 N.W. Couch Street, Suite 200
Portland, OR 97209
Facsimile: (503) 943-4801
Attn: Gregory Blonde, Esq.

(b)
Facsimile Instructions. The Escrow Agent agrees to accept and act upon
facsimile transmission of written instructions and/or directions pursuant to this
Section 7.1 provided, however, that: (a) subsequent to such facsimile transmission of
written instructions and/or directions the Escrow Agent shall forthwith receive the
originally executed instructions and/or directions; (b) such originally executed
instructions and/or directions shall be signed by a person as may be designated and
authorized to sign for the party signing such instructions and/or directions; and (c) the
Escrow Agent shall have received a current incumbency certificate containing the
specimen signature of such designated person.
Section 7.2 Binding Effect. This Financing Agreement shall inure to the benefit of
and shall be binding upon the Escrow Agent and the City and their respective successors and
assigns.
Section 7.3 Severability. In the event any provisions of this Financing Agreement
shall be held invalid or unenforceable by any court of competent jurisdiction, such holding shall
not invalidate or render unenforceable any other provisions hereof.
Section 7.4 Amendments.
provided in the Escrow Agreement.

This Financing Agreement may be amended only as

Section 7.5 Execution in Counterparts.
This Financing Agreement may be
simultaneously executed in several counterparts, each of which shall be an original and all of
which shall constitute but one and the same instrument.
Section 7.6 Applicable Law. This Financing Agreement shall be governed by and
construed in accordance with the laws of the State of Oregon. Any action regarding this
Financing Agreement or the transactions contemplated hereby shall be brought in the circuit
court of Clackamas County, Oregon.
Section 7.7 Headings. The headings, titles and table of contents in this Financing
Agreement are provided for convenience and shall not affect the meaning, construction or effect
of this Financing Agreement. All references herein to Sections, and other subdivisions which do
not specify the document in which the subdivision is located shall be construed as references to
this Financing Agreement.
Page 9 – FINANCING AGREEMENT

[Signatures follow next page]

Page 10 – FINANCING AGREEMENT

IN WITNESS WHEREOF, the Escrow Agent has executed this Financing Agreement in
its corporate name by its duly authorized officer and the City has caused this Financing
Agreement to be executed in its name by its duly authorized officer, all as of the date first above
written.
WELLS FARGO BANK, NATIONAL
ASSOCIATION, as Escrow Agent

By: _______________________________
Name: ____________________
Title: _____________________

CITY OF LAKE OSWEGO, OREGON,
as City

By:
Ursula Euler
Finance Director

SIGNATURE PAGE TO FINANCING AGREEMENT
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(TO FOLLOW)
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ESCROW AGREEMENT
THIS ESCROW AGREEMENT is dated as of [_______] 1, 2013, and is entered into by
and between WELLS FARGO BANK, NATIONAL ASSOCIATION, a national banking
association (the “Escrow Agent”), and the CITY OF LAKE OSWEGO, OREGON, (the
“City”). The parties hereby agree as follows:
ARTICLE I DEFINITIONS; RECITALS; AND TRANSFER OF RIGHTS
Section 1.1 Definitions. Unless the context clearly requires otherwise, capitalized
terms not defined in this Section 1.1 shall have the meanings defined for such terms in the
Financing Agreement. Capitalized terms used in this Escrow Agreement which are defined in
this Section 1.1 shall have the following meanings, unless the context clearly requires otherwise:
“Additional Charges” means the amounts specified as such pursuant to Section 3.2 of
the Financing Agreement.
“Business Day” means any day other than a Saturday, Sunday or a day on which the
Escrow Agent is authorized by law to remain closed.
“City” means the City of Lake Oswego, Oregon, or its successors.
“City’s Authorized Representative” means the City Manager, Finance Director or the
person designated in writing by the City Manager or Finance Director to act under this Escrow
Agreement or the Financing Agreement.
“Closing Date” means the day on which the Obligations are delivered to the Purchaser in
exchange for payment.
“Code” means the Internal Revenue Code of 1986, as amended, including regulations,
rulings and judicial decisions promulgated thereunder.
“Costs of Issuance Account” means the Costs of Issuance Account created pursuant to
Section 3.3 herein to pay costs of issuance of the Obligations.
“Defeasance Obligations” means: (1) Cash (insured at all times by the Federal Deposit
Insurance Corporation); (2) U.S. Treasury Certificates, Notes and Bonds (including State and
Local Government Series (“SLGS”); (3) Direct obligations of the Treasury which have been
stripped by the Treasury itself, CATS and TGRS and similar securities; (4) Resolution Funding
Corp. (REFCORP) (only the interest component of REFCORP strips which have been stripped
by request to the Federal Reserve Bank of New York in book entry form are acceptable); (5) Prerefunded municipal bonds rated “Aaa” by Moody’s and “AAA” by Standard & Poor’s Rating
Group; provided, however, if the pre-refunded bonds are only rated by Standard & Poor’s, then
the pre-refunded bonds must have been refunded with cash, direct U.S. or U.S. guaranteed
obligations, or “AAA” rated pre-refunded municipals; (6) Obligations issued by the following
agencies which are backed by the full faith and credit of the United States: (a) U.S. ExportImport Bank (Eximbank), direct obligations or fully guaranteed certificates of beneficial
ownership; (b) Farmers Home Administration (FmHA), certificates of beneficial ownership;

Page 1 - ESCROW AGREEMENT

(c) Federal Financing Bank; (d) General Services Administration participation certificates;
(e) U.S. Maritime Administration, guaranteed Title XI financing; and (f) U.S. Department of
Housing and Urban Development (HUD) project notes, local authority bonds, new communities
debentures – U.S. Government guaranteed debentures and U.S. Public Housing Notes and Bonds
– U.S. government guaranteed public housing notes and bonds.
“EMMA” means the MSRB’s Electronic Municipal Market Access system.
“Escrow Agent” means the entity serving as escrow agent under this Escrow Agreement,
which as of the date of this Escrow Agreement, is Wells Fargo Bank, National Association.
“Escrow Agreement” means this Escrow Agreement, as it may be amended and
supplemented.
“Event of Default” has the meaning defined for that term in Section 9.1 of this Escrow
Agreement.
“Financing Agreement” means the Financing Agreement for the Project, of even date
herewith, and signed by the Escrow Agent and the City, as it may be amended and
supplemented.
“Financing Payments” mean the installment payments of principal and interest which
the City is required to make under the Financing Agreement to repay the Financing Amount.
“Financing Payments” includes both the scheduled payments shown in Exhibit A to the
Financing Agreement and any permitted prepayments of those scheduled payments shown in
Exhibit B to the Financing Agreement.
“Fiscal Year” means each year beginning on July 1, and ending on the following
June 30.
“Master Water Resolution” means Resolution No. 99-22 adopted by the City to provide
for the issuance of bonds and other obligations secured by Net Revenues of the Water System (as
such terms are defined in the Master Water Resolution) and to set forth covenants and other
agreements of the City for the benefit of the owners of such bonds and obligations, as amended
and supplemented, including as amended and supplemented by Resolution 13-17 of the City.
“MSRB” means the Municipal Securities Rule Making Board.
“Obligation Register” means the records kept for the registration of Obligations by the
Escrow Agent pursuant to Section 2.9 below.
“Obligations” means the Full Faith and Credit Obligations, Series 2013 authorized by
Section 2.1 below evidencing undivided proportionate interests in the Financing Payments.
“Outstanding” means, when used as of any particular time with respect to Obligations,
all Obligations theretofore executed by the Escrow Agent and registered and delivered by the
Escrow Agent under this Escrow Agreement except:
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(a)
Obligations previously canceled by the Escrow Agent or surrendered to
the Escrow Agent for cancellation;
(b)
Obligations for the payment or prepayment of the Financing Payments
evidenced thereby of which funds or Defeasance Obligations in the necessary amount
have previously been deposited with the Escrow Agent (whether upon or prior to the
payment or prepayment date of such Obligations); and
(c)
Obligations in lieu of or in exchange for which other Obligations have
previously been executed and delivered by the Escrow Agent pursuant to Section 2.7
below.
“Owner” means the person in whose name an Outstanding Obligation is registered.
“Payment Account” means the Payment Account established pursuant to Section 3.1
hereof to pay principal and interest on the Obligations.
“Payment Date” means each June 1 and December 1, as provided in Exhibit A to the
Financing Agreement, or the date on which any Financing Payment will be prepaid in
accordance with this Escrow Agreement and the Financing Agreement.
“Principal Office” means the Corporate Trust office of the Escrow Agent located in
Portland, Oregon.
“Project” means the cost of financing or refinancing:
(a)
the costs of design, acquisition, construction, improvement and equipping
of, and additions, replacements, expansions and/or improvements to, the City’s water
system and the acquisition of all real and personal property necessary, useful or
convenient thereto; and
(b)

related financing and issuance costs.

“Project Account” means the Project Account created pursuant to Section 3.2 hereof to
pay costs of the Project.
“Purchaser” means __________________ as purchaser of the Obligations.
“Qualified Investments” means the investments in which the City may invest surplus
funds under the laws of the State of Oregon.
“Record Date” means the fifteenth day of a month immediately preceding a month in
which a Payment Date occurs, whether or not such date is a Business Day.
“Registered Owner” means the Registered Owner as described in Section 2.12 below.
“Registrar” means the Escrow Agent, serving as Escrow Agent and Paying Agent
hereunder.
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“Rule” means Securities and Exchange Commission Rule 15c2-12 (17 C.F.R.
§ 240.15c2-12).
“SEC” means the Securities and Exchange Commission.
“Series 2013 Obligations” means the $__________ Full Faith and Credit Obligations,
Series 2013, dated __________, 2013.
“Rule” means Securities and Exchange Commission Rule 15c2-12 (17 C.F.R.
§ 240.15c2-12).
“Special Counsel” means Orrick, Herrington & Sutcliffe LLP, or other nationally
recognized special counsel appointed by the City.
Section 1.2
(a)

Recitals.
City’s Recitals.

(i)
The City is authorized by ORS 271.390 to enter into financing
agreements to finance or refinance any real or personal property that its City
Council determines is needed.
(ii)
The City Council has determined in Resolution No. 13-17 adopted
on July 16, 2013 (the “Resolution”), that the Project is needed, and the Escrow
Agent and the City have entered into the Financing Agreement in which the
Escrow Agent has agreed to provide to the City an amount equal to the Financing
Amount, but solely from the sale of the Obligations as provided in the Financing
Agreement and this Escrow Agreement, and the City has agreed to borrow the
Financing Amount from the Escrow Agent to finance the Project.
(iii) The City enters into this Escrow Agreement to provide for the
execution and delivery of the Obligations that will be paid from Financing
Payments the City makes under the Financing Agreement.
(b)
The Escrow Agent recites that it has placed its rights under the Financing
Agreement, including the right to receive Financing Payments, in trust for the benefit of
the Owners of the Obligations, that it accepts its obligations under this Escrow
Agreement and the Financing Agreement and has agreed to execute and deliver the
Obligations evidencing undivided proportionate interests in the Financing Payments.
(c)
Rights Under Financing Agreement Held for Benefit of Owners. The City
and the Escrow Agent hereby agree that the following rights shall be held in trust
exclusively for the undivided proportionate benefit of the Owners as provided in this
Escrow Agreement:
(i)
all rights of the Escrow Agent under the Financing Agreement
(except for the Escrow Agent’s right to payment from Additional Charges); and,
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(ii)
all rights of the Escrow Agent and the City to amounts in the
Payment Account.
ARTICLE II THE SERIES 2013 FULL FAITH AND CREDIT OBLIGATIONS
Section 2.1

Authorization, Delivery and Terms of Obligations.

(a)
The Obligations shall be dated, shall evidence principal components of the
Financing Payments coming due on the dates and shall evidence interest components of
the Financing Payments that shall be computed at the rates, as shown in Exhibit A to the
Financing Agreement. Interest shall be calculated on the basis of a 360-day year
comprised of twelve 30-day months.
(b)
The Escrow Agent is hereby authorized to register, execute, authenticate
and deliver the Obligations in substantially the form shown in Exhibit A hereto, to DTC
on behalf of the Purchaser or hold the Obligations in the Fast Automated Securities
Transfer (FAST) for credit to the account of the Purchaser. The Obligations shall be
numbered serially and shall be signed by manual or facsimile signature of an authorized
officer of the Escrow Agent. The Escrow Agent agrees to apply the Financing Payments
as provided in this Escrow Agreement.
Section 2.2

Payment of Obligations.

(a)
to receive:

Each Obligation represents an undivided ownership interest in and a right

(i)
a proportionate share of the principal component of the Financing
Payments due on the payment date of that Obligation, plus
(ii)
a proportionate share of the interest components of the Financing
Payments that are allocable to that principal component.
(b)
The City shall pay the Financing Payments to the Escrow Agent in
immediately available funds as provided in the Financing Agreement.
(c)
Interest represented by the Obligations shall be payable by the Escrow
Agent to the Owners by check or draft mailed to the Owners at their addresses as they
appear on the Obligation Register on the Record Date; provided, that interest represented
by Obligations of any Owner representing principal of $1,000,000 or more shall be
payable, upon the written request of such Owner in form and substance satisfactory to the
Escrow Agent, by wire transfer of immediately available funds to an account within the
United States designated by such Owner on or before the Record Date. Principal
represented by the Obligations shall be payable upon due presentment and surrender of
such obligations at the principal office of the Registrar. Notwithstanding the foregoing
provisions, for so long as the Obligations are registered in the name of The Depository
Trust Company (the “Depository”) or its nominee, principal and interest represented by
the Obligations shall be payable in accordance with the blanket letter of representations
the City has filed with the Depository.
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Section 2.3

Book-Entry Only System.

(a)
The Obligations shall be initially executed and delivered as a book-entry
only security issue with no Obligation certificates being made available to the Owners in
accordance with the blanket letter of representations the City has filed with the
Depository. While the Obligations are in book-entry form, the Obligations shall be
subject to the rules and procedures of the Depository.
(b)
If the Depository determines not to continue to act as securities depository
for the Obligations, or the City determines that the Depository shall no longer so act, then
the City will discontinue the book-entry only system with the Depository. If the City
fails to designate another qualified securities depository to replace the Depository or
elects to discontinue use of a book-entry only system, the Obligations shall no longer be a
book-entry only issue but shall be registered in the registration books maintained by the
Escrow Agent in the name of the Owner as appearing on the Obligation Register and
thereafter in the name or names of the Owners of the Obligations transferring or
exchanging Obligations in accordance with the provisions of this Section 2.3. The
Escrow Agent shall authenticate and deliver printed Obligations to such Owners at the
City’s expense.
(c)
While the Obligations are in book-entry form, the City and the Escrow
Agent shall have no responsibility or obligation to any participant or correspondent of the
depository or to any owner of a beneficial interest in the obligations (a “Beneficial
Owner”) for:
(i)
the accuracy of the records of the Depository, its nominee or any
participant, correspondent or Beneficial Owner with respect to any ownership
interest in the Obligations;
(ii)
the delivery to any participant, correspondent, Beneficial Owner or
any other person, other than an Owner as shown in the registration books
maintained by the Escrow Agent, of any notice with respect to the Obligations,
including any notice of prepayment;
(iii) the selection by the Depository of the beneficial interest in
Obligations to be prepaid if the City prepays the Obligations in part; or
(iv)
the payment to any participant, correspondent, or any other person
other than the Owner of the Obligations as shown in the registration books
maintained by the Escrow Agent, of any amount with respect to principal,
premium, if any, or interest with respect to the Obligations.
(d)
Notwithstanding the book-entry only system, the City may treat and
consider the person in whose name each Obligation is registered in the registration books
maintained by the Escrow Agent as the absolute owner of such Obligation for the purpose
of payment of principal, premium, if any, and interest with respect to such Obligation, or
for the purpose of giving notices of prepayment and other matters with respect to such
Obligation, or for the purpose of registering transfers with respect to such Obligation, or
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for all other purposes whatsoever. The City shall pay or cause to be paid all principal,
premium, if any, and interest with respect to the Obligations only to or upon the order of
the Owners, as shown in the registration books maintained by the Escrow Agent and all
such payments shall be valid and effective to fully satisfy and discharge the City’s
obligation with respect to payment thereof to the extent of the sum or sums so paid.
Section 2.4 Form of Obligations. The Obligations shall be executed and delivered in
fully registered form in denominations of $5,000 or any integral multiple thereof within a single
payment date. The Series 2013 Obligations and the form of assignment shall be substantially in
the form set forth in Exhibit A hereto and shall be numbered beginning with No. R-1.
Section 2.5 Execution. The Obligations shall be executed by and in the name of the
Escrow Agent by the manual or facsimile signature of an authorized officer of the Escrow Agent
and shall be authenticated by manual signature of an authorized officer of the Escrow Agent.
Only Obligations that are substantially in the form set forth in Exhibit A hereto and that have
been manually authenticated by the Escrow Agent shall be valid for any purpose or entitled to
the benefits of this Escrow Agreement.
Section 2.6 Registration of Transfer and Exchange. The provisions of this
Section 2.6 apply only if the Obligations cease to be a book-entry only issue. The registration of
any Obligation may, in accordance with its terms, be transferred upon the Obligation Register by
the person in whose name it is registered, in person or by his duly authorized attorney, upon
surrender of such Obligation for cancellation, accompanied by delivery of a written instrument of
transfer in a form approved by the Escrow Agent and duly executed by the Owner or his or her
authorized attorney. Obligations may be exchanged at the office of the Escrow Agent for
Obligations evidencing a like aggregate principal amount or other authorized denominations of
the same payment date. The Escrow Agent may require the Obligation Owner requesting such
exchange to pay any tax or other governmental charge required to be paid with respect to such
exchange. Whenever any Obligation or Obligations shall be surrendered for registration of
transfer or exchange, the Escrow Agent shall execute and deliver a new Obligation or
Obligations of the same payment date, for like aggregate principal amount; provided that the
Escrow Agent shall not be required to register transfers or make exchanges of:
(a)
Obligations for a period of fifteen (15) days next preceding any selection
of the Obligations to be prepaid;
(b)

any Obligations chosen for prepayment; or

(c)

Obligations for a period of fifteen (15) days prior to any Payment Date.

Section 2.7

Mutilated, Lost, Destroyed or Stolen Obligations.

(a)
If any Obligation becomes mutilated, the Escrow Agent, at the expense of
the Owner of such Obligation, shall execute and deliver a new Obligation of like tenor
and payment date but bearing a different number in exchange and substitution for the
Obligation so mutilated, but only upon surrender to the Escrow Agent of the Obligation
so mutilated. Every mutilated Obligation so surrendered to the Escrow Agent shall be
canceled by it.
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(b)
If any Obligation is lost, destroyed or stolen, evidence of such loss,
destruction or theft shall be submitted to the Escrow Agent and, if such evidence is
satisfactory to the Escrow Agent and, if an indemnity satisfactory to the Escrow Agent
shall be given, the Escrow Agent, at the expense of the Owner of the Obligation in
question, shall execute and deliver a new Obligation of like tenor and payment date and
numbered as the Escrow Agent shall determine in lieu of and in substitution for the
Obligation so lost, destroyed or stolen.
(c)
The Escrow Agent may require payment of an appropriate fee for each
new Obligation delivered under this Section 2.7 and of the expenses that may be incurred
by the Escrow Agent in carrying out the duties under this Section 2.7.
Section 2.8 Execution of Documents. The Escrow Agent may accept any evidence of
execution of documents by Owners which the Escrow Agent reasonably deems sufficient. Any
request or consent of the Owner of any Obligation shall bind every future Owner of the same
Obligation.
Section 2.9 Obligation Register. The Escrow Agent will maintain the Obligation
Register and shall record the registration and transfer of all Obligations in the Obligation
Register. The Obligation Register shall be open to inspection by the City during regular business
hours upon reasonable notice.
Section 2.10 Prepayment.
(a)
Terms of Prepayment. The Obligations shall be subject to optional and
mandatory prepayment as provided in Exhibit B of the Financing Agreement.
(b)
Selection of Obligations for Optional Prepayment. If less than all of the
Financing Payments shall be prepaid, the City shall notify the Escrow Agent of the
maturities and the amounts of the principal components selected for prepayment. The
City shall provide such notice to the Escrow Agent in writing of the Obligations so
selected for prepayment. If the Obligations are in book-entry form at the time of
prepayment, and less than all of the Financing Payments are being prepaid, the Escrow
Agent, at the request of the City, shall direct DTC to instruct the DTC participants to
select such Obligations for prepayment by lot within a maturity. Neither the City nor the
Escrow Agent shall have responsibility to insure that DTC or its participants properly
select such Obligations for prepayment.
(c)

Notice of Prepayment (No Depository).

(i)
The provisions of this Section 2.10(c) shall apply only if the
Obligations cease to be a book-entry-only issue. If the principal component of
Financing Payments is to be prepaid, the City shall give notice of such
prepayment to the Escrow Agent not less than forty-five (45) days before the
prepayment date pursuant to Section 3.3(b) of the Financing Agreement and, not
later than the date of prepayment, shall deposit with the Escrow Agent the amount
required to effect the prepayment. The Escrow Agent shall give to the Obligation
Owners notice of prepayment (“Notice of Prepayment”) of the Obligations at the
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expense of the City. Each Notice of Prepayment shall state (a) the prepayment
date, (b) the place or places of prepayment (including the name and address of
any prepayment agent), (c) if only a portion of the Obligations are being prepaid,
the distinctive number of the Obligations to be prepaid, (d) the Obligations or
designated portions thereof (in the case of prepayment of the Obligations in part
but not in whole), (e) the prepayment price, (f) the CUSIP numbers (if any)
assigned to the Obligations to be prepaid and (g) the dated date of the Obligations,
the interest rate and stated payment date with respect to each Obligation to be
prepaid in whole or in part. Each such Notice of Prepayment shall also state that
on said date there shall become due and payable on each of said Obligations the
principal amount with respect thereto (or a portion thereof in the case of an
Obligation to be redeemed in part only), together with interest accrued with
respect thereto to the prepayment date, and that from and after such prepayment
the interest thereon shall cease to accrue, and shall require that such Obligations
be then surrendered.
(ii)
The Escrow Agent shall take the following actions with respect to
such Notice of Prepayment.
(1)
At least twenty (20) days before the prepayment date, such
Notice of Prepayment shall be given either by (a) registered or certified
mail, postage prepaid, (b) confirmed facsimile transmission or
(c) overnight delivery service, to the following securities depository:
The Depository Trust Company
711 Stewart Avenue
Garden City, New York 11530
Facsimile transmission:
(516) 227-4039
(516) 227-4190
(2)
At least twenty (20) days before the prepayment date, such
Notice of Prepayment shall be given either by (a) registered or certified
mail, postage prepaid, (b) overnight delivery service, or (c) in electronic
format as prescribed by the MSRB, to the MSRB, or any electronic
municipal access system established by the MSRB for purposes of the
Rule.
(iii) Notice of Prepayment shall be given by mailing, first class, postage
prepaid, not more than sixty (60) days nor less than twenty (20) days prior to said
prepayment date, copies thereof to the City and the Owners of the Obligations
whose Obligations or a portion thereof are to be prepaid.
(iv)
Any defect in notices given under Sections (i), (ii), or (iii) above
shall not affect the validity of the proceedings for the prepayment of the
Obligations or portions thereof.
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(d)
Notice of Prepayment (Depository). If the principal component of
Financing Payments is to be prepaid, the City shall give notice of such prepayment to the
Escrow Agent at the addresses in Section 11.2, not less than forty-five (45) days before
the prepayment date pursuant to Section 3.3(b) of the Financing Agreement and, not later
than the date of prepayment, shall deposit with the Escrow Agent the amount required to
effect the prepayment. The Escrow Agent shall notify the Depository at the address
above of any prepayment not less than twenty (20) days prior to the prepayment and shall
provide such information in connection therewith as required by the blanket letter of
representations the City has filed with the Depository Trust Company.
(e)
Notice of Prepayment Required by Continuing Disclosure Certificate. In
addition to the other notices of prepayment required by this Escrow Agreement, the
Escrow Agent shall give to the MSRB or such other central repository established by the
MSRB, including EMMA, any notices of prepayment which are required to be provided
by the City in the Continuing Disclosure Certificate for the Obligations.
(f)
Partial Prepayment of Obligations. Upon surrender of any Obligation that
is not in book entry form and is prepaid in part only, the Escrow Agent shall execute and
deliver to the Owner thereof, at the expense of that Owner, a new Obligation or
Obligations of authorized denominations equal in aggregate principal amount to the
portion of the surrendered Obligation which is not prepaid and with the same stated
interest rate and the same payment date. Such partial prepayment shall be valid upon
payment of the amount thereby required to be paid to such Owner, and the City and the
Escrow Agent shall be released and discharged from all liability to the extent of such
payment.
(g)
Effect of Prepayment. If notice of prepayment has been given as provided
in this Section 2.10, and the moneys for the prepayment (including the interest to the
applicable date of prepayment) have been set aside in the Payment Account, the
Obligations shall become due and payable on the date of prepayment upon presentation
and surrender thereof at the office or offices specified in said notice, and interest with
respect to the Obligations shall cease to accrue after the date fixed for prepayment. All
moneys held by or on behalf of the Escrow Agent for the prepayment of Obligations shall
be held in trust for the account of the Owners of the Obligations so to be prepaid. All
Obligations paid at their payment date or prepaid prior to their payment date pursuant to
the provisions of this Section 2.10, if any, shall be canceled upon surrender thereof.
(h)
Conditional Notice of Prepayment. Any notice of optional prepayment to
the Escrow Agent or to the Obligation Owners may state that the optional prepayment is
conditional upon receipt by the Escrow Agent of moneys sufficient to pay the
prepayment price of such Obligations or upon the satisfaction of any other condition,
and/or that such notice may be rescinded upon the occurrence of any other event, and any
conditional notice so given may be rescinded at any time before payment of such
prepayment price if any such condition so specified is not satisfied or if any such other
event occurs. Notice of such rescission or of the failure of any such condition shall be
given by the Escrow Agent to the affected Obligation Owners as promptly as practicable
upon the failure of such condition or the occurrence of such other event. Any notice of
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such rescission or of the failure of any such condition or occurrence of such other event
shall not constitute an event of default under the Financing Agreement or this Escrow
Agreement.
Section 2.11 Reserved.
Section 2.12 Provisions for Printed Obligations. If the City discontinues use of the
book-entry only system or termination thereof occurs without designation of a new qualified
securities depository, then the provisions of this Section 2.12 shall apply to the Obligations.
Upon receipt of a printed Obligation, the Beneficial Owner shall become the Registered Owner.
The principal with respect to such Obligations shall be payable upon presentation at the office of
the Escrow Agent.
ARTICLE III ACCOUNTS
Section 3.1 Payment Account. The Escrow Agent shall establish and maintain a
special fund designated as the “Full Faith and Credit Obligations, Series 2013 Payment
Account,” which is defined in this Escrow Agreement as the “Payment Account.” The Escrow
Agent shall keep the Payment Account separate and apart from all other funds and moneys held
by it and shall administer and maintain the Payment Account as provided in this Escrow
Agreement:
(a)
To secure the payment of Financing Payments, on the Business Day
preceding each Payment Date, the City shall transfer the deposits described in
Section 3.2(b)(i) of the Financing Agreement to the Escrow Agent. The Escrow Agent
shall credit these deposits in the Payment Account.
(b)
On each Payment Date the Escrow Agent shall withdraw from the
Payment Account and transfer to Owners an amount equal to the principal and interest
components of the Financing Payment due and payable on such Payment Date, but solely
from moneys on deposit in the Payment Account.
(c)
If on any Payment Date, the amount of the Financing Payment then due
and payable exceeds the amounts deposited with the Escrow Agent and available
therefor, the Escrow Agent shall pay to the Owners the moneys on hand, and the Escrow
Agent shall apply such money first to the payment of the interest component, which shall
be distributed by the Escrow Agent pro rata among the Owners if necessary, and second,
to the payment of the principal component, which shall be distributed by the Escrow
Agent pro rata among the Owners if necessary.
(d)
Any amounts in the Payment Account in excess of the amount necessary
to pay the principal and interest components of the Financing Payments and any earnings
thereon shall be remitted to the City or, retained in the Payment Account and applied as a
credit to the next deposit. The Escrow Agent shall provide the City, not less than thirty
(30) days before each date a deposit is required under Section 3.2(b) of the Financing
Agreement, an invoice which sets forth the amount of the next deposit.
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(e)
Any surplus remaining in the Payment Account after payment of all
Financing Payments and all Obligations Outstanding and payment of any applicable fees
and expenses of the Escrow Agent, or provision for such prepayment or payment of all
Financing Payments having been made to the satisfaction of the Escrow Agent in
accordance with Section 11.1 below hereof, shall be remitted to the City.
Section 3.2 Project Account. The City shall establish and maintain an account
designated as the “Full Faith and Credit Obligations, Series 2013 Project Account,” which is
defined in this Escrow Agreement as the “Project Account.” The City shall keep the Project
Account separate and apart from all other funds and moneys held by it and shall administer and
maintain the Project Account as provided in this Escrow Agreement:
(a)
To pay costs of the Project, the City is authorized to make payments from
the Project Account.
(b)
Any amounts remaining in the Project Account after completion of the
Project may be deposited in the Payment Account or such amounts remaining may be
used by the City for uses related to the Project.
Section 3.3 Costs of Issuance Account. The City shall establish an account
designated as the “Full Faith and Credit Obligations, Series 2013 Costs of Issuance Account” for
payment of costs of execution and delivery of the Obligations, which is defined in this Escrow
Agreement as the “Costs of Issuance Account.” The City shall keep the Costs of Issuance
Account separate and apart from all other funds and moneys held by it and shall administer and
maintain the Costs of Issuance Account as provided in this Escrow Agreement:
(a)
The City is authorized to make payments from the Costs of Issuance
Account only for paying the costs of legal, accounting, organization, marketing or other
special services and other fees and expenses, incurred or to be incurred by or on behalf of
the City in connection with the issuance of the Obligations. The City acknowledges that
the moneys in the Costs of Issuance Account available for payment of the foregoing costs
may not be sufficient to pay such costs in full, and agrees therein to pay that portion of
such costs in excess of the amount in the Costs of Issuance Account from any moneys
legally available for such purpose.
(b)
Any amounts remaining in the Costs of Issuance Account after payment of
the costs of issuance for the Project may be deposited in the Payment Account or such
amounts remaining may be used by the City for uses related to the Project.
Section 3.4 Additional Charges. If the Escrow Agent receives Additional Charges
pursuant to the Financing Agreement, such Additional Charges shall be applied by the Escrow
Agent solely to the payment of any costs in respect of which such Additional Charges was
received and shall not be commingled in any way with any other funds received by the Escrow
Agent pursuant to the Financing Agreement or this Escrow Agreement, except as provided
above.
Section 3.5 Deposits at Closing. The proceeds of the Obligations shall be transferred
directly to the City for expenditure on costs of the Project.
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ARTICLE IV MONEYS IN FUNDS; INVESTMENT
Section 4.1 Moneys and Investments Held Under Escrow Agreement. The City
shall hold all moneys under this Escrow Agreement and shall invest and reinvest such moneys in
Qualified Investments. Notwithstanding the foregoing, the Escrow Agent shall hold all moneys
transferred by the City to the Escrow Agent for deposit to the Payment Account as provided in
Section 3.1 of this Escrow Agreement and shall, at the written direction of the City, invest and
reinvest such moneys in Qualified Investments only until such time as the moneys are required
for the payment of the Financing Payments. Such moneys and any other income or interest
earned thereon shall be applied only as provided in this Escrow Agreement and shall not be
subject to levy or attachment or lien by or for the benefit of any creditor of the City, the Escrow
Agent or any Owner.
Section 4.2 Deposit and Investment of Moneys in Accounts. The City may
commingle any of the funds held by it pursuant to this Escrow Agreement in a separate fund or
funds for investment purposes; provided, however, that all funds or accounts held by the City
hereunder shall be accounted for separately notwithstanding such commingling by the City.
ARTICLE V THE ESCROW AGENT
Section 5.1 Compensation of the Escrow Agent. The City shall from time to time
pay to the Escrow Agent reasonable compensation for its services and will pay or reimburse the
Escrow Agent upon its request for all reasonable expenses, disbursements and advances made by
the Escrow Agent in accordance with the provisions of this Escrow Agreement (including the
reasonable expenses and disbursements of its counsel), except any such expense, disbursement or
advance as may arise from its negligence or bad faith. Fees for the Escrow Agent’s services
shall be those specified in the contract between the City and the Escrow Agent.
Section 5.2

Removal of Escrow Agent.

(a)
appointed:

The Escrow Agent may be removed and a successor Escrow Agent

(i)
by the City at any time if, in the good faith opinion of the City,
expressed in writing and delivered to the Escrow Agent and the successor Escrow
Agent, it would not be materially adverse to the interests of the Owners of the
Obligations that the Escrow Agent be removed and a successor Escrow Agent
appointed;
(ii)

for any breach of obligations of the Escrow Agent set forth herein;

or
(iii) at any time by written demand thereof filed with the Escrow Agent
and the successor Escrow Agent by the Owners of a majority in aggregate
principal amount evidenced by all Obligations Outstanding. Such removal shall
become effective upon acceptance of appointment by the successor Escrow
Agent.
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(b)
Any successor Escrow Agent appointed pursuant to the provisions of this
section shall:
(i)
be a trust company or bank in good standing, duly authorized to
exercise trust powers and subject to examination by federal or state authority;
(ii)
have substantial prior experience as a Escrow Agent for the benefit
of the owners of municipal debt securities; and
(iii) be a bank or trust company having (either singly or together with
its parent holding company) a combined capital (exclusive of borrowed capital)
and surplus of at least Seventy-Five Million Dollars ($75,000,000) and subject to
supervision or examination by federal or state authority.
Section 5.3

Resignation of Escrow Agent.

(a)
The Escrow Agent or any successor may at any time resign by giving
written notice to the City and by giving notice by first class mail to the Owners as of the
date such notice is mailed of its intention to resign and of the proposed date of
resignation, which shall be a date not less than thirty (30) days after the mailing of such
notice, unless an earlier resignation date and the appointment of a successor Escrow
Agent shall have been or are approved by the Owners of a majority in aggregate principal
amount evidenced by all of the Obligations Outstanding.
(b)
Upon receiving such notice of resignation, the City shall promptly appoint
a successor Escrow Agent by an instrument in writing; provided, however, that if the City
fails to appoint a successor Escrow Agent within thirty (30) days following receipt of
such written notice of resignation, the Owners of a majority in aggregate principal
amount evidenced by all Obligations Outstanding may appoint a successor Escrow Agent
and if the Owners fail to appoint a successor Escrow Agent, within thirty (30) days
following the expiration of such initial 30-day period, the resigning Escrow Agent may
petition the appropriate court having jurisdiction to appoint a successor Escrow Agent.
(c)
Notwithstanding any other provision of this Escrow Agreement, no
removal, resignation or termination of the Escrow Agent shall take effect until a
successor shall be appointed.
Section 5.4 Merger or Consolidation. A merger or consolidation of the Escrow
Agent with another entity shall not be treated as the appointment of a successor, and the entity
into which the Escrow Agent is merged or consolidated shall become the successor Escrow
Agent without any notice or filing, but only if: the merged or consolidated entity notifies the City
that it has assumed the obligations of the Escrow Agent under this Escrow Agreement and the
Financing Agreement, and the merged or consolidated entity meets the requirements of
Section 5.2(b) above.
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Section 5.5

Acceptance of Appointment by Successor Escrow Agent.

(a)
Any successor Escrow Agent appointed as provided in Section 5.3 or
Section 5.4 above shall execute, acknowledge and deliver to the City and to its
predecessor Escrow Agent an instrument accepting its appointment, and the appointment
shall take effect on execution of that acceptance. Upon request of any successor Escrow
Agent, the City and the prior Escrow Agent shall execute any documents the successor
Escrow Agent may reasonably require to confirm its rights and powers under this Escrow
Agreement and the Financing Agreement.
(b)
Upon acceptance of appointment by a successor Escrow Agent as
provided in this Section 5.5, the successor Escrow Agent shall mail, first class, postage
prepaid, notice of its appointment to the Owners.
Section 5.6
Default.

Duties and Responsibilities of the Escrow Agent Prior to and During

(a)
The Escrow Agent undertakes, prior to the occurrence of an Event of
Default and after the curing or waiving of all Events of Default which may have
occurred, to perform such duties and only such duties as are specifically set forth in this
Escrow Agreement. In case any Event of Default has occurred (which has not been cured
or waived) the Escrow Agent shall exercise such of the rights and powers vested in it by
this Escrow Agreement and use the same degree of care and skill in their exercise, as a
prudent person would exercise or use under the circumstances in the conduct of his own
affairs.
(b)
No provision of this Escrow Agreement shall be construed to relieve the
Escrow Agent from liability for its own negligent action, its negligent failure to act or its
own willful misconduct, except that:
(i)
Prior to the occurrence of an Event of Default and after the curing
or waiving of all Events of Default which may have occurred, the duties and
obligations of the Escrow Agent shall be determined solely by the express
provisions of this Escrow Agreement, and the Escrow Agent shall not be liable
except for the performance of such duties and obligations as are specifically set
forth in this Escrow Agreement, and no covenants or obligations shall be implied
into this Escrow Agreement adverse to the Escrow Agent;
(ii)
The Escrow Agent shall not be liable for any error of judgment
made in good faith by a responsible officer of the Escrow Agent, unless it shall be
proved that the Escrow Agent was negligent in ascertaining the pertinent facts;
(iii) The Escrow Agent shall not be liable with respect to any action
taken or omitted to be taken by it in good faith in accordance with the direction of
the Owners of a majority in aggregate principal amount evidenced by the
Obligations at the time Outstanding relating to the time, method and place of
conducting any proceeding for any remedy available to the Escrow Agent, or
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exercising any trust or power conferred upon the Escrow Agent, under this
Escrow Agreement; and
(iv)
No provision contained in this Escrow Agreement shall require the
Escrow Agent to expend or risk its own funds or otherwise incur liability in the
performance of any of its duties or the exercise of any of its rights or powers, if
there is reasonable ground for the Escrow Agent’s believing that the repayment of
such funds or adequate indemnity against such risk or liability is not reasonably
assured to it.
Section 5.7

Protection and Rights of the Escrow Agent.

(a)
The Escrow Agent shall be protected and shall incur no liability in acting
or proceeding in good faith upon any resolution, notice, telegram, request, consent,
waiver, certificate, statement, affidavit, voucher, bond, requisition or other paper or
document which it shall in good faith believe to be genuine and to have been passed or
signed by the proper board or person or to have been prepared and furnished pursuant to
any of the provisions of this Escrow Agreement, and the Escrow Agent shall be under no
duty to make any investigation or inquiry as to any statements contained or matters
referred to in any such instrument, but may accept and rely upon the same as conclusive
evidence of the truth and accuracy of such statements. The Escrow Agent shall not be
bound to recognize any person as an Owner of any Obligation or to take any action at his
request unless such Obligation shall be deposited with the Escrow Agent or satisfactory
evidence of the ownership of such Obligation shall be furnished to the Escrow Agent.
The Escrow Agent may consult with counsel, who may be counsel to the City, with
regard to legal questions and the opinion of such counsel shall be full and complete
authorization and protection in respect of any action taken or suffered by it hereunder in
good faith in accordance therewith.
(b)
Whenever in the administration of its duties under this Escrow Agreement,
the Escrow Agent shall deem it necessary or desirable that a matter be proved or
established prior to taking or suffering any action hereunder, such matter (unless other
evidence in respect thereof be herein specifically prescribed) shall be deemed to be
conclusively proved and established by the certificate of the Escrow Agent’s
representative or the City’s Representative and such certificate shall be full warranty to
the Escrow Agent for any action taken or suffered under the provisions of this Escrow
Agreement upon the faith thereof, but in its discretion the Escrow Agent may, in lieu
thereof, accept other evidence of such matter or may require such additional evidence as
to it may seem reasonable.
(c)
The Escrow Agent may become the Owner of Obligations with the same
rights it would have if it were not the Escrow Agent; may acquire and dispose of other
certificates or evidences of indebtedness of the City with the same rights it would have if
it were not the Escrow Agent; and may act as a depository for and permit any of its
officers or directors to act as a member of, or in any other capacity with respect to, any
committee formed to protect the rights of Owners, whether or not such committee shall
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represent the Owners of the majority in aggregate principal amount evidenced by the
Obligations then Outstanding.
(d)
The recitals, statements and representations by the City contained in this
Escrow Agreement or in the Obligations shall be taken and construed as made by and on
the part of the City, as the case may be, and not by the Escrow Agent, and the Escrow
Agent does not assume, and shall not have, any responsibility or obligation for the
correctness of any thereof.
(e)
The Escrow Agent may execute any of the trusts or powers hereof and
perform the duties required of it hereunder by or through attorneys, agents, or receivers,
and shall be entitled to advice of counsel concerning all matters of trust and its duty
hereunder, and the Escrow Agent shall not be answerable for the default or misconduct of
any such attorney, agent, or receiver selected by it with reasonable care.
Section 5.8 Indemnification. To the extent permitted by law, the City covenants and
agrees to indemnify and save the Escrow Agent harmless against any loss, expense or liability
which it may incur arising out of or in the exercise or performance of its duties and powers
hereunder, including the costs and expenses of defending against any claim or liability, or
enforcing any of the rights or remedies granted to it under the terms of this Escrow Agreement,
excluding any losses or expenses which are due to the Escrow Agent’s breach of fiduciary duties,
negligence or willful misconduct. The obligations of the City under this Section 5.8 shall
survive the resignation or removal of the Escrow Agent under this Escrow Agreement and the
payment of the Obligations and discharge under this Escrow Agreement. The damages claimed
against the City shall not exceed the damages which may be allowed under the Oregon Tort
Claims Act, ORS 30.260, et seq., unless the provisions and limitations of such act are preempted
by federal law, including, but not limited to the federal securities laws.
ARTICLE VI CONCERNING THE OBLIGATION OWNERS
Section 6.1 Evidence of Action Taken by Owners. Whenever in this Escrow
Agreement it is provided that the Owners of a specified percentage in aggregate principal amount
evidenced by the Outstanding Obligations may take any action (including the making of any
demand or request, the giving of any notice, consent or waiver or the taking of any other action),
the fact that at the time of taking any such action the Owners of such specified percentage have
joined therein may be evidenced:
(a)
by any instrument or any number of instruments of similar tenor executed
by Owners in person or by agent or proxy appointed in writing, or
(b)
Owners, or

by the record of the Owners voting in favor thereof at any meeting of

(c)
by a combination of such instrument or instruments and any such record of
such a meeting of Owners.
Section 6.2 Action Taken by Owners Irrevocable. Any consent to the taking of any
action by any Owner of an Outstanding Obligation shall be irrevocable and shall be conclusive
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and binding upon such Owner and upon all future Owners of such Obligation and of any
Obligation executed and delivered in exchange or substitution therefor, irrespective of whether
or not any notation and regard thereto is made upon such Obligation. Any action taken by the
Owners of the percentage in aggregate principal amount evidenced by the Outstanding
Obligations specified in this Escrow Agreement in connection with such action shall be
conclusive and binding upon the City, the Escrow Agent and the Owners of all the Obligations.
Section 6.3 Certain Obligations Disregarded. In determining whether the Owners
of the requisite aggregate principal amount evidenced by the Obligations have concurred in any
direction or consent under this Escrow Agreement, Obligations which are owned by the Escrow
Agent or the City or by any person directly or indirectly controlling or controlled by or under
direct or indirect common control with the Escrow Agent or the City shall be disregarded and
treated as though they were not Outstanding for the purpose of any such determination; provided
that for the purposes of determining whether the Escrow Agent shall be protected in relying on
any such direction or consent only Obligations which the Escrow Agent knows are so owned
shall be so disregarded. Obligations so owned which have been pledged in good faith may be
regarded as Outstanding for the purposes of this section, if the pledgee shall establish to the
satisfaction of the Escrow Agent the pledgee’s right to vote such Obligations and that the
pledgee is not a person directly or indirectly controlling or controlled by or under direct or
indirect common control with the Escrow Agent or the City. In case of a dispute as to such right,
any decision by the Escrow Agent taken upon the advice of counsel shall be full protection to the
Escrow Agent.
ARTICLE VII MODIFICATION OF ESCROW AGREEMENT AND FINANCING
AGREEMENT
Section 7.1 Limitations. This Escrow Agreement may be modified or amended only
in accordance with this Article VII.
Section 7.2 Supplemental Escrow Agreement Without Consent of Owners. The
City and the Escrow Agent may at any time enter into supplemental Escrow Agreements without
the consent of or notice to the Owners, for the following purposes:
(a)
To cure any formal defect, omission, inconsistency or ambiguity in this
Escrow Agreement; provided that such action shall not, in the reasonable judgment of the
City, materially and adversely affect the interests of the Owners;
(b)
To grant to or confer or impose upon the Escrow Agent for the benefit of
the Owners any additional rights, remedies, or powers or to amend this Escrow
Agreement in any other way for the benefit of the Owners; provided that no such
amendment may have, in the reasonable judgment of the City, a material and adverse
effect on any Owner which has not consented to the Supplemental Escrow Agreement; or
(c)
To modify, alter, amend or supplement this Escrow Agreement in any
other respect which is not materially adverse to the Owners and which does not involve a
change described in Sections 7.3(a)(i), 7.3(a)(ii), 7.3(a)(iii), or 7.3(a)(iv) below and
which, in the judgment of the Escrow Agent, is not to the prejudice of the Escrow Agent.
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Before the Escrow Agent and the City shall enter into any Supplemental Escrow
Agreement pursuant to this Section, the City shall deliver to the Escrow Agent an opinion of
Special Counsel stating that the supplemental Escrow Agreement is authorized or permitted by
this Escrow Agreement, complies with its terms, will, upon the execution and delivery thereof,
be valid and binding upon the City in accordance with its terms, and will not adversely affect the
exclusion from gross income for federal income tax purposes of interest payable on the
Obligations.
Section 7.3

Supplemental Escrow Agreement with Consent of the Owners.

(a)
Any amendment to this Escrow Agreement which is not described in
Section 7.2 above requires the consent of the City, the Escrow Agent and the Owners of
not less than sixty percent (60%) in aggregate principal amount evidenced by the
Obligations then Outstanding. However, the consent of all affected Owners of all the
Obligations then Outstanding is required for:
(i)
a change in the terms of the payment or prepayment of any portion
of the Financing Payments, or
(ii)
the creation of a claim or lien upon, or a pledge of the security
ranking prior to or (except as expressly permitted by this Escrow Agreement) on a
parity with the claim, lien or pledge created by this Escrow Agreement, or
(iii) the creation of a preference or priority of any Obligation or
Obligations over any other Obligation or Obligations, or
(iv)
a reduction in the aggregate principal amount evidenced by the
Obligations the consent of the Owners of which is required for any supplemental
Escrow Agreement or which is required, under Section 7.6 below, for any
modification, alteration, amendment or supplement to the Financing Agreement.
(b)
If at any time the City shall request the Escrow Agent to enter into any
supplemental Escrow Agreement for any of the purposes of this Section 7.3 which
require Owners’ consent, the Escrow Agent shall cause notice of the proposed
supplemental Escrow Agreement to be given by first class mail, postage prepaid, to all
affected Owners at their addresses as they appear in the Obligation Register. Such notice
shall briefly set forth the nature of the proposed supplemental Escrow Agreement and
shall state that a copy thereof is on file at the office of the Escrow Agent for inspection by
all Owners. Within two years after the date of the first mailing, the Escrow Agent and
the City may enter into such supplemental Escrow Agreement in substantially the form
described in such notice, but only if there shall have first been delivered to the Escrow
Agent (i) the required consents, in writing, of Owners of Obligations then Outstanding,
and (ii) an opinion of Special Counsel stating that such supplemental Escrow Agreement
is authorized or permitted by this Escrow Agreement, complies with its terms, will, upon
the execution and delivery thereof, be valid and binding upon the Escrow Agent and the
City in accordance with its terms and will not adversely affect the exclusion from gross
income for federal income tax purposes of interest with respect to the Obligations.
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(c)
If the Owners of not less than the percentage of Obligations then
Outstanding required by this Section 7.3 shall have consented to and approved the
execution and delivery thereof as herein provided, no Owner shall have any right to
object to the execution and delivery of such supplemental Escrow Agreement, or to
object to any of the terms and provisions contained therein or the operation thereof, or in
any manner to question the propriety of the execution and delivery thereof, or to enjoin or
restrain the Escrow Agent or the City from executing and delivering the same or from
taking any action pursuant to the provisions thereof.
Section 7.4 Effect of Supplemental Escrow Agreement. Upon the execution and
delivery of any supplemental Escrow Agreement pursuant to the provisions of this Section 7.4,
this Escrow Agreement shall be, and be deemed to be, modified and amended in accordance
therewith, and the respective rights, duties and obligations under this Escrow Agreement of the
Escrow Agent, the City and all Owners of Obligations then Outstanding shall thereafter be
determined, exercised and enforced under this Escrow Agreement subject in all respects to such
modifications and amendments.
Section 7.5
Owners.

Amendments to Financing Agreement Not Requiring Consent of

(a)
The City, with the consent of the Escrow Agent but without the consent of
or notice to the Owners, may amend, change or modify the Financing Agreement as may
be required:
(i)
By the provisions of the Financing Agreement and this Escrow
Agreement, or
(ii)
To cure any ambiguity, formal defect or omission in the Financing
Agreement, or
(iii) To make any other change to the Financing Agreement which, in
the reasonable judgment of the City, does not materially and adversely affect the
Owners.
(b)
Before the City shall enter into, and the Escrow Agent shall consent to,
any amendment, change or modification pursuant to this Section 7.5 or Section 7.6
below, there shall have been delivered to the Escrow Agent and the City an opinion of
Special Counsel stating that such amendment, change or modification is authorized or
permitted by this Escrow Agreement and the Financing Agreement, complies with their
terms, will, upon the execution and delivery thereof, be valid and binding upon Escrow
Agent and the City in accordance with its terms and will not adversely affect the
exclusion from gross income for federal income tax purposes of interest with respect to
the Obligations.
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Section 7.6
Owners.

Amendments to Financing Agreement Requiring Consent of the

(a)
Any amendment to the Financing Agreement which is not described in
Section 7.5 above requires the consent of the City, the Escrow Agent and the Owners of
not less than sixty percent (60%) in aggregate principal amount evidenced by the
Obligations Outstanding given as provided in this Section 7.6. However, the consent of
the Owners of all affected Obligations then Outstanding is required for any amendment,
change or modification of the Financing Agreement that would permit the termination or
cancellation of the Financing Agreement or a reduction in or postponement of the
payments under the said agreement or any change in the provisions relating to the
payments thereunder.
(b)
If at any time the City shall request the consent of the Escrow Agent to an
amendment to the Financing Agreement which is not described in Section 7.5 above, the
Escrow Agent shall cause notice to be given of such proposed amendment, change of
modification in the same manner as provided by Section 7.3 above with respect to
supplemental Escrow Agreements. Such notice shall briefly set forth the nature of such
proposed amendment, change or modification, and shall state that copies of the
instrument embodying the same are on file at the principal office of the Escrow Agent for
inspection by all Owners at any time during reasonable business hours and upon
reasonable prior notice. The City may enter into, and the Escrow Agent may consent to,
any such proposed amendment, change or modification subject to the same conditions
and with the same effect as provided in Section 7.3 above hereof with respect to
supplemental Escrow Agreements, provided the City has obtained the opinion of Special
Counsel which is described in Section 7.5 above.
ARTICLE VIII COVENANTS; NOTICES
Section 8.1

Compliance With and Enforcement of Financing Agreement.

(a)
The City covenants and agrees with the Owners of the Obligations to
perform all obligations and duties imposed on it under the Financing Agreement and to
enforce such agreement against the Escrow Agent in accordance with its terms.
(b)
The Escrow Agent covenants and agrees with the Owners of the
Obligations to perform all obligations and duties imposed on it under the Financing
Agreement and to enforce such Agreement against the City in accordance with its terms,
subject to the rights of the City therein as provided in this Escrow Agreement and the
Financing Agreement.
Section 8.2 Notice in Event of Late Financing Payment. If the Escrow Agent does
not receive any Financing Payment deposit within one Business Day after the date on which it is
due in accordance with the Financing Agreement, the Escrow Agent shall give prompt written
notice of such fact to the City.
Section 8.3 Notice of Default. If an Event of Default occurs, the Escrow Agent shall
give written notice of such default to the Owners of the Obligations then Outstanding. Such
Page 21 - ESCROW AGREEMENT

notice shall specify that an Event of Default has occurred, and shall contain a brief description of
the Event of Default. Any failure to give this notice shall not affect any rights of Owners. This
shall be mailed by first class mail, postage prepaid, to each Owner within thirty (30) days of the
Escrow Agent’s actual knowledge of default. However, except for an Event of Default described
in Section 9.1(a) below, the Escrow Agent may withhold such notice if and so long as the
Escrow Agent in good faith determines that the withholding of such notice is in the interests of
the Owners of Obligations.
Section 8.4 Tax Covenants. The City shall comply with the instructions and
requirements of the Tax Certificate or Tax Certificates relating to the Obligations. This covenant
shall survive payment in full or defeasance of the Obligations.
Section 8.5 Prosecution and Defense of Suits. The City shall promptly take such
action as may be necessary to cure any defect in the title to the Project or any part thereof, or the
perfection of security interests in the Project, whether now existing or hereafter developing, and
shall prosecute and defend all such suits, actions and all other proceedings as may be appropriate
for such purpose.
Section 8.6 Further Assurances. The Escrow Agent and the City will make, execute
and deliver any and all such further resolutions, instruments and assurances as the Escrow Agent
may deem reasonably necessary or proper to carry out the intention or to facilitate the
performance of this Escrow Agreement, and for the better assuring and confirming to the Owners
of the Obligations the rights and benefits provided herein.
ARTICLE IX EVENTS OF DEFAULT
Section 9.1 Events of Default. The occurrence of one or more of the following shall
constitute Events of Default:
(a)

The City shall fail to pay any Financing Payment when due; or

(b)
The City shall fail to observe and perform any other covenant, condition
or agreement on its part to be observed or performed for a period of sixty (60) days after
written notice to the City by the Escrow Agent, specifying such failure and requesting
that it be remedied, unless the Escrow Agent shall agree in writing to an extension of
such time prior to its expiration; provided however, that if the failure stated in the notice
cannot be corrected within the applicable period, the Escrow Agent will not unreasonably
withhold its consent to an extension of such time if corrective action is instituted by the
City within the applicable period and diligently pursued until the default is corrected; or
(c)
An “event of default” described in Section 6.1(a) of the Financing
Agreement occurs and is continuing.
Section 9.2 Remedies on Default. Upon the occurrence and continuance of any
Event of Default, the Escrow Agent may proceed, and upon written request of the Owners of not
less than a majority in aggregate principal amount evidenced by the Obligations then
Outstanding and upon being indemnified to its satisfaction, shall proceed to take whatever action
at law or in equity may appear necessary or desirable to enforce the Financing Agreement or to
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protect any of the rights vested in the Escrow Agent or the Owners of Obligations by this Escrow
Agreement or by the Obligations, either at law or in equity or in bankruptcy or otherwise,
whether for the specific enforcement of any covenant or agreement contained in this Escrow
Agreement or in aid of the exercise of any power granted in this Escrow Agreement or for the
enforcement of any other legal or equitable right vested in the Escrow Agent by this Escrow
Agreement or by law. However, the Financing Amount and the Financing Payments shall not be
subject to acceleration.
The Escrow Agent may exercise such one or more of the rights and powers conferred by
this Article IX as the Escrow Agent in its discretion being advised by its counsel shall deem most
expedient and in the interests of the Owners.
Section 9.3 No Remedy Exclusive. No remedy herein conferred upon or reserved is
intended to be exclusive and every such remedy shall be cumulative and shall be in addition to
every other remedy given under this Escrow Agreement to the Escrow Agent, or given under the
Financing Agreement and assigned hereunder to the Escrow Agent, or now or hereafter existing
at law or in equity. No delay or omission of the Escrow Agent to exercise any right or power
accruing upon any default shall be construed to be a waiver thereof, but any such right and power
may be exercised from time to time and as often as may be deemed expedient. To entitle the
Escrow Agent to exercise any remedy reserved to it, it shall not be necessary to give any notice
other than such notice as may be required in this Section 9.3 or by law.
Section 9.4 Agreement to Pay Attorneys’ Fees and Expenses. If any party to this
Escrow Agreement should default under any of the provisions hereof and any non-defaulting
party or parties should employ attorneys or incur other expenses for the collection of moneys on
the enforcement or performance or observance of any obligation or agreement on the part of the
defaulting party herein contained, the defaulting party agrees that it will on demand therefor pay,
to the extent permitted by law, to such non-defaulting party or parties the reasonable fees of such
attorneys and such other expenses incurred by such non-defaulting party or parties.
Section 9.5 No Additional Waiver Implied by One Waiver. If any agreement
contained in this Escrow Agreement should be breached by a party and thereafter waived by
another party, such waiver shall be limited to the particular breach so waived and shall not be
deemed to waive any other breach hereunder.
Section 9.6 Application of Moneys Upon Default. If at any time after an Event of
Default has occurred the moneys in the Payment Account shall not be sufficient to pay the
Financing Payments as the same become due and payable, such moneys together with any
moneys available or thereafter becoming available for such purpose, whether through the
exercise of the remedies provided for herein or otherwise, shall be applied by the Escrow Agent
as follows:
(a)
First: To the payments of costs, expenses and fees, and reasonable
compensation of the Escrow Agent, its agents and attorneys, and all expenses and
liabilities incurred and advances made by the Escrow Agent;
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(b)
Second: To the payment to the persons entitled thereto of the interest
components of Financing Payments as they become due in the order of the payment date
of such Financing Payments, and, if the amount available shall not be sufficient to pay in
full any particular interest component of a Financing Payment, then to the payment
ratably, according to the amounts due on such interest portion, to the persons entitled
thereto, without any discrimination or preference except as to any difference in the
respective rates of interest specified in the Obligations;
(c)
Third: To the payment of the persons entitled thereto of the principal
components of Financing Payments as they become due in the order of the payment date
of such Financing Payments, and, if the amount available shall not be sufficient to pay in
full any particular principal component of a Financing Payment, then to the payment
ratably, according to the amounts due on such principal portion, to the persons entitled
thereto, without discrimination or preference; and
(d)
Fourth: To the City, but only if the Obligations are no longer Outstanding
and all Additional Charges have been paid.
Section 9.7 Action by Owners. If the Escrow Agent fails to take any action to
eliminate an occurrence of an Event of Default, the Owners of more than fifty percent (50%) in
aggregate principal amount evidenced by the Obligations then Outstanding may institute any
suit, action, mandamus or other proceeding in equity or at law for the protection or enforcement
of any right under the Financing Agreement or this Escrow Agreement, but only if the Escrow
Agent shall have been given written notice of such default (unless such default shall consist of a
failure to make a Financing Payment when due) and the continuance thereof and if such
percentage of Owners have first made written request of the Escrow Agent to institute such
action or proceedings in its own name as Escrow Agent hereunder and shall have afforded the
Escrow Agent sixty (60) days either to proceed to exercise the powers granted therein or granted
under law or to institute such action, suit or proceeding in its name and unless also, the Escrow
Agent shall have been offered reasonable security and indemnity against the costs, expenses and
liabilities to be incurred therein or thereby, and the Escrow Agent shall have refused or neglected
to comply with such request within a reasonable time.
ARTICLE X LIMITATION OF LIABILITY
Section 10.1 Limited Liability of City. Except for the payment of Financing
Payments and Additional Charges when due in accordance with the Financing Agreement, and
the performance of the other covenants and agreements of the City contained in the Financing
Agreement and this Escrow Agreement, the City shall have no obligation or liability to any of
the other parties or to the Owners of the Obligations with respect to this Escrow Agreement or
the terms, execution, delivery or transfer of the Obligations, or the distribution of Financing
Payments to the Owners by the Escrow Agent.
Section 10.2 No Liability of City for Escrow Agent Performance. The City shall not
have any obligation or liability to any of the other parties or to the Owners of the Obligations
with respect to the performance by the Escrow Agent of any duty imposed upon it under this
Escrow Agreement.
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Section 10.3 No Liability of Escrow Agent for Financing Payments by City. The
Escrow Agent shall not have any obligation or liability to the Owners of the Obligations with
respect to the payment of the Financing Payments by the City when due, or with respect to the
performance by the City of any other covenant made by it in the Financing Agreement.
Section 10.4 Opinion of Counsel; Experts.
(a)
Before being required to take any action, the Escrow Agent may require
an opinion of independent counsel acceptable to the Escrow Agent, which opinion shall
be made available to the other parties hereto upon request, which counsel may be counsel
to any of the parties hereto, or a verified certificate of any party hereto, or both,
concerning the proposed action. If it does so in good faith, the Escrow Agent shall be
absolutely protected in relying thereon.
(b)
If an Event of Default occurs or a dispute arises under this Escrow
Agreement or the Financing Agreement, the Escrow Agent may employ as its agents
attorneys at law, certified public accountants and recognized authorities in their fields
(who are not employees of the Escrow Agent), as it may deem necessary to carry out any
of its obligations hereunder. The City shall reimburse the Escrow Agent for its
reasonable expenses in so doing. The Escrow Agent shall not be responsible for any
misconduct or negligence of any such agent appointed with due care by the Escrow
Agent.
(c)
The Escrow Agent may consult with counsel and the written advice of
such counsel or any opinion of counsel shall be full and complete authorizations and
protection in respect to any action taken or not taken by the Escrow Agent hereunder in
good faith and in reliance thereon.
Section 10.4 Limitation of Rights to Parties and Owners. Nothing in this Escrow
Agreement or in the Obligations expressed or implied is intended or shall be construed to give
any person other than the City, the Escrow Agent and the Owners of the Obligations, any legal or
equitable right, remedy or claims under or in respect of this Escrow Agreement; all covenants,
conditions and provisions are and shall be for the sole and exclusive benefit of the City, the
Escrow Agent and the Owners.
ARTICLE XI MISCELLANEOUS
Section 11.1 Defeasance.
(a)
All or any portion of the Outstanding Obligations may be paid and
discharged in any one or more of the following ways:
(i)
By paying or causing to be paid the Financing Payments
attributable to such Obligations as and when the same become due and payable;
(ii)
By irrevocably depositing with the Escrow Agent or an
independent escrow agent, in trust, before the payment dates, money which,
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together with the amounts then on deposit in the Payment Account, is fully
sufficient to pay all Financing Payments attributable to such Obligations; or
(iii) By irrevocably depositing with the Escrow Agent or an
independent escrow agent, in trust, Defeasance Obligations in such amount which
will, together with the interest to accrue thereon, be sufficient to pay all Financing
Payments evidenced by such Obligations, as and when the same become due and
payable, as evidenced by a verification report, and providing the Escrow Agent
with an opinion of Special Counsel that such deposits will not cause the interest
component of Financing Payments to be includable in gross income under federal
income tax laws.
(b)
All obligations of the Escrow Agent and the City under this Escrow
Agreement with respect to such Obligations which are paid or deemed paid hereunder
shall cease and terminate, except for the obligation of the City to pay the Additional
Charges specified in Section 3.2 of the Financing Agreement and to pay Financing
Payments from the amount so deposited, and of the Escrow Agent to apply amounts on
deposit to the payment of the Financing Payments.
(c)
The Escrow Agent shall, so long as any Obligations remain Outstanding,
keep complete and accurate records of all moneys received and disbursed under this
Escrow Agreement, which shall be available for inspection by the City and any Owner, or
the agent of any of them, at any time during reasonable business hours upon reasonable
prior notice. Upon written notice, the Escrow Agent shall promptly make such records
available to the City, any Owner, or their respective auditors and other representatives,
and shall cooperate with them in auditing and reproducing the records.
Section 11.2 Notices.
(a)
Except as otherwise provided in Section 11.2(b) below, all written notices
to be given under this Escrow Agreement to any party to this Escrow Agreement shall be
given by first-class mail, postage prepaid and facsimile to the following addresses (unless
the addressee has previously notified the other party in writing of a change in address):
To the Escrow Agent at:

Wells Fargo Bank Corporate Trust Services
N9311-115
625 Marquette Avenue South, 11th Floor East
Minneapolis, MN 55479
Attn: Corporate Trust Services
Facsimile: (612) 667-2134

To the City at:

City of Lake Oswego, Oregon
380 A Avenue
P.O. Box 369
Lake Oswego, OR 97034
Attn: Finance Director
Facsimile: (503) 534-5240
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To Special Counsel at:

Douglas E. Goe, Esq.
Orrick, Herrington & Sutcliffe LLP
1120 N.W. Couch Street, Suite 200
Portland, OR 97209
Facsimile: (503) 943-4801

(b)
Facsimile Instructions. The Escrow Agent agrees to accept and act upon
facsimile transmission of written instructions and/or directions pursuant to this Section
11.2 provided, however, that: (a) subsequent to such facsimile transmission of written
instructions and/or directions the Escrow Agent shall forthwith receive the originally
executed instructions and/or directions; (b) such originally executed instructions and/or
directions shall be signed by a person as may be designated and authorized to sign for the
party signing such instructions and/or directions; and (c) the Escrow Agent shall have
received a current incumbency certificate containing the specimen signature of such
designated person.
Section 11.3 Governing Law. This Escrow Agreement shall be construed and
governed in accordance with the laws of the State of Oregon. Any action regarding this Escrow
Agreement or the transactions contemplated hereby shall be brought in the circuit court of
Clackamas County, Oregon.
Section 11.4 Partial Invalidity. Any provision of this Escrow Agreement found to be
prohibited by law shall be ineffective only to the extent of such prohibition, and shall not
invalidate any remainder of this Escrow Agreement.
Section 11.5 Binding Effect; Successors. This Escrow Agreement shall be binding
upon and inure to the benefit of the parties and their respective successors and assigns.
Whenever in this Escrow Agreement any party hereto is named or referred to, such reference
shall be deemed to include the successors or assigns thereof, and all covenants and agreements
contained in this Escrow Agreement by or on behalf of any party hereto shall bind and inure to
the benefit of the successors and assigns thereof whether so expressed or not.
Section 11.6 Execution in Counterparts. This Escrow Agreement may be executed in
several counterparts, each of which shall be an original and all of which shall constitute but one
and the same agreement.
Section 11.7 Destruction of Canceled Obligations. Whenever in this Escrow
Agreement provision is made for the surrender to or cancellation by the Escrow Agent of any
Obligations, the Escrow Agent shall destroy such Obligations.
Section 11.8 Headings. The headings, titles and table of contents in this Escrow
Agreement are provided for convenience and shall not affect the meaning, construction or effect
of this Escrow Agreement. All references herein to “Sections,” and other subdivisions which do
not specify the document in which the subdivision is located shall be construed as references to
this Escrow Agreement.
[Signatures follow next page]
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The Escrow Agent has executed this Escrow Agreement in its corporate name by its duly
authorized officer and the City has caused this Escrow Agreement to be executed in its name by
its duly authorized officer, all as of the date first above written.

WELLS FARGO BANK, NATIONAL
ASSOCIATION, as Escrow Agent

By: ______________________________
Name:______________________
Title: _______________________

CITY OF LAKE OSWEGO, OREGON

By: _______________________________
Ursula Euler
Finance Director

SIGNATURE PAGE TO ESCROW AGREEMENT

EXHIBIT A
(Form of Series 2013 Obligation)
No. R-1

$__________
FULL FAITH AND CREDIT OBLIGATION
SERIES 2013
Evidencing an Undivided Proportionate Interest of the Owner
Hereof in Certain Financing Payments to be Made
Under a Financing Agreement between the
City of Lake Oswego, Oregon
and
Wells Fargo Bank, National Association
as Escrow Agent

Dated Date

Principal Component
Interest Rate Per Annum

Principal Component
Payment Date

CUSIP Number

_________, 2013

_____%

_______ 1, ____

_______ ____

REGISTERED OWNER: ---------------------- CEDE & CO. ------------------------------------------PRINCIPAL AMOUNT: ----- _________________ DOLLARS -------------------------------------This Obligation is executed and delivered by Wells Fargo Bank, National Association,
pursuant to an Escrow Agreement, dated as of [_______] 1, 2013, between Wells Fargo Bank,
National Association, as escrow agent (the “Escrow Agent”), and the City of Lake Oswego,
Oregon (the “City”). The Escrow Agent and the City have entered into that certain Financing
Agreement, dated as of [_______] 1, 2013 (the “Financing Agreement”), pursuant to which the
City is legally required to make financing payments (the “Financing Payments”). The City has
assigned to Escrow Agent all of its right, title and interest in the Financing Payments for the
benefit of the Owners of the Obligations under the Escrow Agreement.
This Obligation is entitled proportionately to receipt of the principal component of
Financing Payments in the amount set forth as Principal Amount above due on the Principal
Component Payment Date set forth above and is entitled proportionately to receipt of an amount
of the interest component of Financing Payments on each Payment Date attributable to the
interest accruing on said principal component at the Principal Component Interest Rate set forth
above.
ADDITIONAL PROVISIONS OF THIS OBLIGATION APPEAR ON THE REVERSE
SIDE HEREOF AND ON SUBSEQUENT PAGES; THESE PROVISIONS HAVE THE SAME
EFFECT AS IF THEY WERE PRINTED HEREIN.
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Wells Fargo Bank, National Association, in Portland, Oregon, as the Escrow Agent and
Registrar (the “Registrar”), shall pay to the Registered Owner specified above, or registered
assigns, the Principal Amount specified above on the above Principal Component Payment Date
together with interest thereon from the dated date indicated above at the Principal Component
Interest Rate per annum indicated above, but solely from amounts received from the City
pursuant to the Financing Agreement and the Escrow Agreement. Interest is payable
semiannually on [June 1 and December 1] of each year until payment, commencing on [June 1,
2014] (the “Payment Date”) to the Owners of record as of the Record Date. Principal
components of, and interest components of the Financing Payments on this Obligation shall be
received by Cede & Co. as nominee of The Depository Trust Company, New York, New York
(“DTC”), or its registered assigns in same-day funds on each Payment Date. Such payments
shall be made payable to the order of “Cede & Co.” All terms used in this Obligation and not
otherwise defined herein shall have the respective meanings assigned thereto in the Financing
Agreement and the Escrow Agreement. The Obligations are payable from the Payment Account
as provided in the Escrow Agreement.
This Obligation is one of a series of Full Faith and Credit Obligations, Series 2013 (the
“Obligations”), being executed and delivered evidencing the aggregate principal amount
$__________. The City is authorized to enter into the Financing Agreement and the Escrow
Agreement by Resolution No. 13-17 adopted by the City Council of the City on July 16, 2013
(the “Resolution”).
This Obligation is subject to prepayment in the manner specified in the Financing
Agreement and the Escrow Agreement.
The Financing Payments under the Financing Agreement shall be payable from the City’s
general non-restricted revenues and other funds that are lawfully available for that purpose,
including, the proceeds of the Financing Agreement and revenues from an ad valorem tax
authorized to be levied under the City’s permanent rate limit under sections 11 and 11b, Article
XI of the Oregon Constitution, and revenues derived from other taxes, if any, levied by the City
in accordance with and subject to limitations and restrictions imposed under applicable law or
contract, that are not dedicated, restricted or obligated by law or contract to an inconsistent
expenditure or use. The City pledges its full faith and credit and taxing powers to the repayment
of the Financing Payments as contemplated by Oregon Revised Statutes 271.390. The registered
owners of the Obligations will not have a lien or security interest on the Project financed with the
proceeds of the Financing Agreement.
THE REGISTERED OWNERS OF THE
OBLIGATIONS DO NOT HAVE A LIEN OR SECURITY INTEREST ON THE PROJECT
FINANCED WITH THE PROCEEDS OF THE OBLIGATIONS.
The payment obligations of the City under the Financing Agreement are additionally
secured by a subordinate pledge of Net Revenues of the Water System, as provided in Resolution
No. 99-22 of the City (the “Master Water Resolution”). Such pledge of Net Revenues is
subordinate to the lien on, and pledge of, the Net Revenues for the senior bonds outstanding from
time to time under the Master Water Resolution (the “Senior Bonds”). The obligation of the City
to pay Financing Payments is a Subordinate Obligation of the City payable from amounts in the
Subordinate Obligations Account (as such terms are defined in the Master Water Resolution).
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The Obligations are initially executed and delivered as a Book-Entry System issue with
no Obligation certificates provided to the Owners. Records of Obligation ownership will be
maintained by the Escrow Agent and DTC and its participants.
Should the book-entry-only security system be discontinued, the Obligations shall be
issued in the form of fully registered Obligations without coupons in the denominations of
$5,000 or any integral multiple thereof. Such Obligations may be exchanged for Obligations of
the same aggregate principal amount, but different authorized denominations, as provided in the
Resolution.
Any transfer of this Obligation must be registered, as provided in the Resolution, upon
the Obligation Register kept for that purpose at the Principal Office of the Registrar. Upon
registration, a new registered Obligation or Obligations, of the same series and maturity and in
the same aggregate principal amount shall be issued to the transferee as provided in the
Resolution. The City and the Registrar may treat the person in whose name this Obligation is
registered as its absolute owner for all purposes, as provided in the Resolution.
The Obligation owner may exchange or transfer this Obligation only by surrendering it,
together with a written instrument of transfer which is satisfactory to the Registrar and duly
executed by the registered owner or his duly authorized attorney, at the principal corporate trust
office of the Registrar in the manner and subject to the conditions set forth in the Resolution.
Unless this Obligation is presented by an authorized representative of DTC to the City or
its agent for registration, transfer, exchange or payment, and any Obligation issued is registered
in the name of Cede & Co. or in such other name as is requested by an authorized representative
of DTC (and any payment is made to Cede & Co. or to such other entity as is requested by an
authorized representative of DTC), ANY TRANSFER, PLEDGE, OR OTHER USE HEREOF
FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL inasmuch as the
Registered Owner hereof, Cede & Co., has an interest herein.
THE ESCROW AGENT HAS NO OBLIGATION OR LIABILITY TO THE OWNERS
OF OBLIGATIONS FOR THE PAYMENT OF THE INTEREST OR PRINCIPAL PORTIONS
PERTAINING TO THE OBLIGATION; THE ESCROW AGENT’S ONLY OBLIGATIONS
ARE TO ADMINISTER, FOR THE BENEFIT OF THE CITY AND THE OWNERS OF
OBLIGATIONS, THE PAYMENT ACCOUNT ESTABLISHED IN THE ESCROW
AGREEMENT AND ONLY SUCH DUTIES AS SET FORTH IN THE ESCROW
AGREEMENT.
This Obligation shall remain in the Registrar’s custody subject to the provisions of the
Fast Automated Securities Transfer (FAST) agreement currently in effect between Wells Fargo
Bank, National Association, as Registrar and The Depository Trust Company, New York, New
York.
IT IS HEREBY CERTIFIED, RECITED, AND DECLARED that all conditions, acts,
and things required to exist, to happen, and to be performed precedent to and in the execution
and delivery of this Obligation have existed, have happened, and have been performed in due
time, form and manner.
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IN WITNESS WHEREOF, the Escrow Agent has caused this Obligation to be executed
by the manual or facsimile signature of an authorized officer as of the date set forth above.
WELLS FARGO BANK, NATIONAL
ASSOCIATION, as Escrow Agent

By: ________________________________
Authorized Officer
THIS OBLIGATION SHALL NOT BE VALID UNLESS PROPERLY
AUTHENTICATED BY THE REGISTRAR IN THE SPACE INDICATED BELOW.
Date of Authentication: ________, 2013.
CERTIFICATE OF AUTHENTICATION
This is one of the $__________ Full Faith and Credit Obligations, Series 2013, which
represents an interest in the Financing Payments due under the Financing Agreement described
herein, and is properly registered and authenticated pursuant to the Escrow Agreement.
Wells Fargo Bank, National Association, as Registrar

By:__________________________________
Authorized Officer

This Obligation shall remain in the Registrar’s custody subject to the provisions of the
Fast Automated Securities Transfer (FAST) agreement currently in effect between Wells
Fargo Bank, National Association, as Registrar and The Depository Trust Company, New
York, New York.
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ASSIGNMENT
FOR VALUE RECEIVED, the undersigned sells, assigns and transfers unto __________
_____________________________________________________________________________.
(Please insert social security or other identifying number of assignee)
this
Obligation
and
does
hereby
irrevocably
constitute
and
appoint
__________________________ as attorney to transfer this Obligation on the books kept for
registration thereof with the full power of substitution in the premises.
Dated:__________________

__________________________________
__________________________________

NOTICE: The signature to this assignment must correspond with the name of the
registered owner as it appears upon the face of this Obligation in every particular, without
alteration or enlargement or any change whatever.
NOTICE: The signatures to this Assignment must be guaranteed by a financial
institution that is a member of the Securities Transfer Agents Medallion Program (“STAMP”),
the Stock Exchange Medallion Program (“SEMP”) or the New York Stock Exchange, Inc.
Medallion Securities Program (“MSP”).
Signature Guaranteed
__________________________________
(Bank, Trust Company or Brokerage Firm)
__________________________________
Authorized Officer
The following abbreviations, when used in the inscription on the face of this Obligation,
shall be construed as though they were written out in full according to applicable laws or
regulations.
TEN COM -- tenants in common
TEN ENT -- as tenants by the entireties
JT TEN -- as joint tenants with right of survivorship and not as tenants in common
OREGON CUSTODIANS use the following
______________ CUST UL OREG _____________ MIN as custodian for
(as custodian for)
(name of minor)
OR UNIF TRANS MIN ACT
(under the Oregon Uniform Transfer to Minors Act)
Additional abbreviations may also be used though not in the list above.
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JackHoffman,MayorJeffGudman,CouncilorDonnaJordan,Councilor
MikeKehoe,Councilor  SallyMoncrieff,Councilor  MaryOlson,Councilor  BillTierney,Councilor






December7,2012


TotheMayor,CityCouncil,andCitizensoftheCityofLakeOswego:

State law requires that local governments publish within six months of the close of each fiscal year a
completesetofauditedfinancialstatements.ThisComprehensiveAnnualFinancialReport(CAFR)forthe
CityofLakeOswegoisherebysubmittedtofulfillthisrequirementforthefiscalyearendedJune30,2012.

Managementassumesfullresponsibilityforthecompletenessandreliabilityoftheinformationcontained
inthisreport,baseduponacomprehensiveframeworkofinternalcontrolsthatithasestablishedforthis
purpose.  Because the cost of internal control should not exceed anticipated benefits, the objective is to
providereasonable,ratherthanabsolute,assurancethatthefinancialstatementsarefreeofanymaterial
misstatements.

Talbot,Korvola&WarwickLLP,CertifiedPublicAccountants,haveissuedanunqualified(“clean”)opinion
ontheCity’sfinancialstatementsforthefiscalyearendedJune30,2012.Theindependentauditor’sreport
islocatedatthefrontofthefinancialsectionofthisreport.

Management’sDiscussionandAnalysis(MD&A)immediatelyfollowstheindependentauditor’sreportand
provides a narrative introduction, overview, and analysis of the basic financial statements.  MD&A
complementsthisletteroftransmittalandshouldbereadinconjunctionwithit.

ProfileoftheGovernment

The City of Lake Oswego (the City), incorporated in 1910, is located in northwest Oregon, along the
WillametteRiversurroundingOswegoLake.TheCitycurrentlyoccupiesabout11squaremilesandservesa
populationof36,725.ItisthelargestcityinClackamasCountyandabouteightmilessouthofdowntown
Portland.AccesstodowntownPortlandisfromHighway43,whichparallelstheWillametteRiver.Interstate
5isthequickestrouteforcommutersonthewestendoftheCitytogettodowntownPortland.

The City Charter establishes the City under a councilͲmanager form of government, which vests policy
authorityinavolunteercitycouncil(theCouncil),andadministrativeauthorityfordayͲtoͲdayoperationsin
aprofessionalcitymanager.TheCouncilconsistsofamayorandsixcouncilorselectedonanonͲpartisan
basisforatermoffouryears.Theyappointthecitymanager,whointurnappointstheheadsofthevarious
departments.
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TotheMayor,CityCouncilandCitizensoftheCityofLakeOswego
December7,2012


TheCityprovidesafullrangeofmunicipalservicestothecommunity.Theseservicesincludepolice
and fire protection, emergency medical services, traffic control and improvement, street
maintenance and improvement, water, wastewater, and surface water management services,
planningandzoningregulation,buildinginspectionandregulation,parksandrecreationalactivities,
and community library service.  The City has one component unit governmental entity, the Lake
OswegoRedevelopmentAgency(theAgency),theurbanrenewalagencyoftheCityofLakeOswego.
Thefinancialstatementsofthisagencyareincludedinthisreportasablendedcomponentunit.

The Council is required to adopt a final budget by no later than June 30th of the fiscal year.  This
budgetservesasthefoundationfortheCity’sfinancialplanningandcontrol.Thebudgetisallocated
by fund, function, and department (e.g., engineering – engineering management). Transfers of
budgetamountsbetweenappropriationlevelsareapprovedbyCouncil.

Localeconomy

The City’s economy is linked with that of the entire Portland Metropolitan area, but is more
insulatedfromeconomicdownturnsbecauseofthehigheducationandskilllevelofitspopulation.
PercapitaincomeisoneofthehighestofanycityinthestateofOregon.

LakeOswegoisprimarilyaresidentialcommunitywithalowratioofheavyindustryandretailͲbased
commercialactivity,althoughthereisasignificantofficecorridoralongKruseWayonthewestside,
and a major ongoing redevelopment effort at the east end of the City.  The largest nonͲ
manufacturing employers are the Lake Oswego School District and the City of Lake Oswego.  The
largestmanufacturingemployersincludemakersofplasticextrudedsheetsandhybridmicrocircuits.

AdditionalcommercialdevelopmentalongKruseWay,nearInterstate5,includesmorethanadozen
classAofficebuildings,theCenterpointeCorporateOfficePark,andfourhotels.

LongͲtermfinancialplanning

IncludedinthereviewoftheCity’sstrategicfinancialplan,reserveamountsofeachfundfallwithin
thepolicyguidelineswhicharesetbytheCouncilandreviewedbytheCitizensBudgetCommittee
during the budget process.  Reserve policy guidelines are measured as a percentage of annual
operatingexpensesandgenerallyrangebetween5and30percentdependingonthefund.

Along with the adoption of the 2011Ͳ12 budget, certain utility rate fee increases were approved.
EffectiveMarch1,2012,a25.5percentrateincreaseforwater,andJuly1,2012,a7percentrate
increaseforsurfacewatermanagementfeesanda3percentrateincreaseforwastewaterfeeswere
approved.

The City had $15,960,000 outstanding in four general obligation bond issues, $95,000,000
outstandingintwofullfaithandcreditobligationsforwastewater,$10,065,000outstandingintwo
revenuebondissues,and$11,130,000outstandinginonefullfaithandcreditobligationsforurban
renewal, for a total of $132,155,000 in bond issues outstanding as of June 30, 2012.  Additionally
$19millionisoutstandingagainstabanklineofcreditusedtoacquirethe14Ͳacrepropertysiteon
3

Comprehensive Annual Financial Reporting Award. For the eighteenth consecutive year, the
Government Finance Officers Association of the United States and Canada (GFOA) awarded the
Certificate of Achievement for Excellence in Financial Reporting to the City of Lake Oswego for its
Comprehensive Annual Financial Report (CAFR) for the fiscal year ended June 30, 2011.  The
Certificate of Achievement is a prestigious national award that recognizes conformance with the
highest standards for preparation of state and local government financial reports.  In order to be
awarded a Certificate of Achievement, a government unit must publish an easily readable and
efficiently organized CAFR whose contents conform to program standards and satisfy both
accounting principles generally accepted in the United States of America and applicable legal
requirements.









TheCityhascontinuedtoestablishandworktowardclearlydefinedgoalsandobjectives.Duringthe
budgetreviewprocess,goalsandobjectivesaredevelopedandprioritized bytheCityCounciland
staff. The process is a continuing cycle of setting goals and objectives, reviewing shortͲ and longͲ
termgoals,evaluatingresults,andreassessingthegoalsandtheirpriority.

To prepare for the budget, the City Council defines and adopts new goals and removes the prior
completed goals in January of each year. The list of goals during the 2011Ͳ12 fiscal year included
thesemajorpolicyareas:Provideasafecommunity,supportinplanningeffortsthatmaintainand
improve the City’s quality of life and support neighborhood livability, protect City environmental
assets and provide opportunities for outdoor activities, create a vibrant and dynamic business
community, enhancepublicengagementincivicactivities,andmanagecityoperationsinafiscally
prudentandefficientmanner.

Awards



TotheMayor,CityCouncilandCitizensoftheCityofLakeOswego
December7,2012


Kruse Way and $2.5 million is outstanding to acquire properties for a North Anchor project on B
Avenueforurbanrenewal.

City’sCreditRatings

In2006,Moody’sInvestorsServiceandStandard&Poor’sRatingServiceraisedtheirratingsonthe
City to triple A, commenting on the City’s favorable socioeconomic indicators and well managed
financialoperations.InOctober2007,Moody’sInvestorServiceraiseditsratingontheCity’sWater
Fund debt from Aa3 to Aa2, citing very good coverage, low debt burden, and excellent financial
management. And in February 2009, Moody’s and Standard & Poor’s Rating Service raised their
ratingsontheCitytotripleAforthefullfaithandcreditobligationsissuedtofundtheLakeOswego
InterceptorSewerproject.TheseratingswerereaffirmedSeptember2011.

Majorinitiatives
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BillBaars
BrantWilliams
DonJohnson
UrsulaEuler
KimGilmer
GuyGraham
JohnHarris
JaneHeisler
ChristineKirk
JoelKomarek
MeganPhelan
EdWilson



DavidDonaldson
DavidPowell
BruceShepley

Directors:

AppointedOfficials














TermExpires

LibraryDirector
InterimAssistant CityManager
PoliceChief
FinanceDirector
ParksandRecreationDirector
CityEngineer
MaintenanceServicesDirector
CommunicationsDirector
PublicAffairsDirector
ProjectDirector
HumanResourcesDirector
FireChief



CityManager
CityAttorney
MunicipalCourtJudge
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Position

December31,2012
December31,2012
December31,2014
December31,2014
December31,2014
December31,2012
December31,2012




380AAvenue
PostOfficeBox369
LakeOswego,Oregon97034
www.ci.oswego.or.us



JackHoffman,Mayor
SallyMoncrieff,CouncilPresident
JeffGudman,Councilor
DonnaJordan,Councilor
MikeKehoe,Councilor
MaryOlson,Councilor
BillTierney,Councilor

ElectedOfficials

CITYOFLAKEOSWEGO,OREGON
ListofElectedandAppointedOfficials
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In accordance with Government Auditing Standards, we have also issued our report
dated December 7, 2012, on our consideration of the City's internal control over
financial reporting and our tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an
opinion on the internal control over financial reporting or on compliance. That report

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund
information of the City, as of June 30, 2012, and the respective changes in financial
position and the cash flows, where applicable, thereof for the year then ended in
conformity with accounting principles generally accepted in the United States of
America.

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 Government 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 consideration of internal control over
financial reporting as a basis for designing audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the City’s internal control over financial reporting. Accordingly, we
express no such opinion. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the 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.

We have audited the accompanying financial statements of the governmental
activities, the business-type activities, each major fund, and the aggregate remaining
fund information of the City of Lake Oswego, Oregon (the City) as of and for the year
ended June 30, 2012, which collectively comprise the City's basic financial
statements as listed in the Table of Contents. These financial statements are the
responsibility of the City's management. Our responsibility is to express opinions on
these financial statements based on our audit.

The City Council
City of Lake Oswego
Lake Oswego, Oregon

December 7, 2012

INDEPENDENT AUDITOR'S REPORT
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Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City’s basic financial statements. The Other Supplementary
Information, 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 is the
responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the basic financial statements. The Other
Supplementary Information has 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 and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and
other additional procedures in accordance with auditing procedures generally accepted in the
United States of America. In our opinion, the Other Supplementary Information is fairly stated,
in all material respects, in relation to the basic financial statements taken as a whole.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the City’s basic financial statements. The accompanying budgetary
comparison information for the General Fund, listed in the Table of Contents as Required
Supplementary Information, is not a required part of the basic financial statements and is
presented for purposes of additional analysis as required by the Governmental Accounting
Standards Board, who considers it to be an essential part of basic financial reporting for placing
the basic financial statements in an appropriate operational, economic or historical context.
Such information is the responsibility of management and was derived from and relates directly
to the underlying accounting and other records used to prepare the basic financial statements.
The information has 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 and other records used to prepare the
financial statements or to the financial statements themselves, and other procedures in
accordance with auditing procedures generally accepted in the United States of America. In our
opinion, the information is fairly stated, in all material respects, in relation to the basic financial
statements taken as a whole.

Accounting principles generally accepted in the United States of America require that
Management’s Discussion and Analysis, 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 applied
certain limited procedures to the Required Supplementary Information in accordance with
auditing standards generally 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 basic 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 information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

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 City Council
City of Lake Oswego
December 7, 2012
Page 2
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MANAGEMENT’SDISCUSSIONANDANALYSIS

The assets of the City exceeded its liabilities at the close of the most recent fiscal year by $223
million(netassets).Ofthisamount,$27.2million(unrestrictednetassets)maybeusedtomeetthe
City’songoingobligationstocitizensandcreditors.
TheCity’snetassetsincreased$6.3millionoverthecourseofthisyear’soperations.Netassetsof
ourgovernmentalactivitiesincreasedby$3.3millionor2.7percentandnetassetsofourbusinessͲ
typeactivitiesincreasedby$3millionor3.2percent.
During the fiscal year, the City incurred net expenses from governmental activities totaling $35.5
million.Thesenetexpenseswere$3.1millionlessthanthe$38.6milliongeneratedintaxandother
revenuesforgovernmentalprograms.
IntheCity’sbusinessͲtypeactivities,operatingrevenuesincreasedby$3.1millionto$25.3million
(including$4.7millionfortheinternalservicefunds),whileoperatingexpensesalsoincreasedfrom
theprioryear.
The net direct cost of all the City’s programs was $32.4 million with no new programs added this
year.
TheGeneralFundreportsafundbalanceasoftheendofthisfiscalyearof$24.7million,whichisa
decreaseof$900,000fromthepreviousfiscalyearͲendbalance.ThisdecreaseincludesaoneͲtime
paymenttotheLakeOswegoSchoolDistrict,additionalfranchisefeesrevenuesreceived,andlower
debtservicecostsduetolowerinterestrates.
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Inadditiontothisdiscussionandanalysis,thefinancialsectionofthisannualreportcontainsthebasic
financialstatements,requiredsupplementaryinformation,andthecombiningstatementsandschedules
ofthenonmajorfunds.Thebasicfinancialstatementsalsoincludenotesthatexplaintheinformationin
thefinancialstatementsandprovidemoredetails.Thestatementsarefollowedbythesection,required
supplementary information, which provides budgetary comparison information for the City’s General
Fund.Chart1below,illustrateshowthevarioussectionsofthisannualreportarearrangedrelativeto
oneanother.





OVERVIEWOFTHEFINANCIALSTATEMENTS



x

x

x

x

x


x

FINANCIALHIGHLIGHTS



This discussion and analysis presents the highlights of financial activities and financial position for the
City of Lake Oswego. The analysis focuses on significant financial issues, debt administration, capital
assets, major financial activities and resulting changes in financial position, budget changes and
variancesfromthebudget,specificissuesrelatedtofunds,andtheeconomicfactorsaffectingtheCity.

Management’sDiscussionandAnalysisfocusesoncurrentyearactivitiesandresultingchanges.Please
read it in conjunction with the transmittal letter at the front of this report and the City’s financial
statements,whichfollowthisdiscussionandanalysis.




Fund
Governmental(modifiedaccrual)
Proprietary(fullaccrual)

REQUIREDSUPPLEMENTARYINFORMATION
(otherthanMD&A)

NotestotheBasicFinancialStatements

GovernmentͲwide(fullaccrual)
GovernmentalActivities
BusinessͲtypeActivities

FINANCIALSTATEMENTS
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The governmentͲwide statements report information about the City as a whole using accounting
methodssimilartothoseusedbyprivateͲsectorcompanies.Thestatementofnetassetsincludesallof
thegovernment’sassetsandliabilities.Allofthecurrentyear’srevenuesandexpensesareaccounted
forinthestatementofactivitiesregardlessofwhencashisreceivedorpaid.

The two governmentͲwide statements report the City’s net assets and how they have changed. Net
assets—thedifferencebetweenassetsandliabilities—isonewaytomeasuretheCity’sfinancialhealth
orposition.

x Overtime,increasesordecreasesintheCity’snetassetsareoneindicatorofwhetheritsfinancial
healthisimprovingordeteriorating,respectively.
x ToassesstheoverallhealthoftheCityyouneedtoconsideradditionalnonfinancialfactors,suchas
changesintheCity’spropertytaxbaseandtheconditionoftheCity’sroads.

ThegovernmentͲwidefinancialstatementsoftheCityaredividedintotwocategories:

x Governmental activities—Most of the City’s basic services are included here, such as police, fire,
communitydevelopment,parks,andgeneraladministration.Propertytaxesandstateandfederal
grantsfinancemostoftheseactivities.



Chart1
RequiredElementsofthe
ComprehensiveAnnualFinancialReport

MANAGEMENT’SDISCUSSIONANDANALYSIS

GovernmentͲwideStatements



























84.0
0.2
11.0
$95.2

90.7
Ͳ
7.5
$98.2

89.6
16.4
15.5
$121.5

90.4
14.7
19.7
$124.8

181.1
14.7
27.2
$223.0

173.6
16.6
26.5
$216.7

Total
FY11Ͳ12
FY10Ͳ11
$69.7
$75.3
338.1
321.0
407.8
396.3
16.9
13.5
167.9
166.1
184.8
179.6



19


AnadditionalportionoftheCity’snetassets($14.7millionor6.6percent)representsresourcesthatare
subject to external restrictions on how they may be used. The remaining balance of unrestricted net
assets($27.2million)maybeusedtomeettheCity’songoingobligationstocitizensandcreditors.

AsofJune30,2012,theCityhadpositivebalancesinallthreecategoriesofnetassets,bothfortheCity
asawhole,aswellasforitsseparategovernmentalandbusinessͲtypeactivities.Thesamesituationheld
trueasoftheendofthepriorfiscalyear.


Currentandotherassets
Capitalassets
Totalassets
Currentliabilities
LongͲtermliabilities
Totalliabilities
Netassets
Investedincapitalassets,
netofrelateddebt
Restricted
Unrestricted
Totalnetassets

BusinessͲtype
Activities
FY11Ͳ12
FY10Ͳ11
$28.4
$33.3
198.1
183.0
226.5
216.3
8.2
5.2
120.1
115.9
121.1
128.3

Governmental
Activities
FY11Ͳ12
FY10Ͳ11
$41.3
$42.0
140.0
138.0
181.3
180.0
8.7
8.3
47.8
50.2
56.5
58.5

Table1
NetAssetsasofFiscalYearͲend
(inmillions)


BusinessͲtype activities—The City charges fees to customers to help it cover the costs of certain
services it provides. The City’s water, wastewater, and surface water management systems are
included here.  The internal services for management from Maintenance Services and Motor Pool
andengineeringarealsoincludedwithbusinessͲtypeactivities.

StatementofNetAssetsasofJune30,2012

Netassetsmayserveovertimeasausefulindicatorofagovernment’sfinancialposition.Inthecaseof
theCity,assetsexceededliabilitiesby$223millionatthecloseofthemostrecentfiscalyear.

By far the largest portion of the City’s net assets (81 percent) reflects its investment in capital assets
(e.g.,land,buildings,machinery,andequipment),lessanyrelateddebtusedtoacquirethoseassetsthat
are still outstanding. The City uses these capital assets to provide services to citizens; consequently,
theseassetsarenotavailableforfuturespending.AlthoughtheCity’sinvestmentinitscapitalassetsis
reportednetofrelateddebt,itshouldbenotedthattheresourcesneededtorepaythisdebtmustbe
provided from other sources, since the capital assets themselves cannot be used to liquidate these
liabilities.


x






Expenses
Governmentalactivities
Generalgovernment
Publicsafety
Cultureandrecreation
Communitydevelopment
Highwaysandstreets
InterestonlongͲtermdebt
BusinessͲtypeactivities
Water
Wastewater
Surfacewater
Golfcourse
Tennisfacility
Maintenance&MotorPool
Engineering
Totalexpenses
Excessbeforetransfers
Transfers
Increaseinnetassets

Revenues
Chargesforservices
Grantsandcontributions
Generalrevenues
Propertytaxes
Franchiseandhotel/moteltaxes
Other
Totalrevenues

Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
47.3
6.4
(0.3)
$6.1

Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
51.6
3.1
0.2
$3.3
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12.8
17.4
11.1
Ͳ
4.5
1.5

32.6
3.6
0.5
53.7

34.2
4.0
0.4
54.7

15.6
18.7
11.4
Ͳ
4.6
1.3

$9.4
7.6

$9.5
6.6

Governmental
Activities
FY11Ͳ12
FY10Ͳ11

6.8
11.3
2.3
0.9
0.4
0.2
0.2
22.1
3.2
(0.2)
$3.0

Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ

Ͳ
Ͳ
0.2
25.3

$24.6
0.5

6.5
6.6
2.2
0.9
0.3
0.2
1.0
17.7
4.5
0.3
$4.8

Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ

Ͳ
Ͳ
0.1
22.2

$21.0
1.1

BusinessͲtype
Activities
FY11Ͳ12
FY10Ͳ11

6.8
11.3
2.3
0.9
0.4
0.2
0.2
73.7
6.3
Ͳ
$6.3

15.6
18.7
11.4
Ͳ
4.6
1.3

34.2
4.0
0.6
80.0

$34.1
7.1

FY11Ͳ12

6.5
6.6
2.2
0.9
0.3
0.2
1.0
65.0
10.9
Ͳ
$10.9

12.8
17.4
11.1
Ͳ
4.5
1.5

32.6
3.6
0.6
75.9

$30.4
8.7

Total
FY10Ͳ11

Total net assets increased by $6.3 million during the current fiscal year. This increase represents the
degreetowhichincreasesinongoingrevenueshaveexceededsimilarincreasesinongoingexpenses,as
wellasanincreaseinwaterandwastewater(sewer)utilityfeesneededforfundingoftheongoingLake
OswegoͲTigardWaterSupplyPartnershipProject,costsfortheLakeOswegoInterceptorSewerproject,
respectively.

StatementofActivitiesforthefiscalyearendedJune30,2012

Aswiththestatementofnetassets,theCityreportsactivitiesonaconsolidatedbasis.Asummaryofthe
statementofactivitiesisprovidedinTable2below.

Table2
ChangesinNetAssets
(inmillions)
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Cultureandrecreation Highwaysandstreets InterestonlongͲterm
debt

Expenses



Otherrevenue1%

Hotel&moteltaxes
1%

Franchisetaxes6%

Propertytaxes,debt
service12%

ExpensesandProgramRevenues(inmillions)–GovernmentalActivities



CapitalGrants&
contributions
1%
OperatingGrants
12%

Propertytaxes,general
50%

RevenuesbySourceͲ GovernmentalActivities







The revenues charted in the following pie chart include all program and general revenues for
governmental activities such as property taxes, franchise fees, charges for services, operating grants,
capitalcontributions,andinterestearnings.Propertytaxescontinuetobethemajorsourceofrevenue
fortheCity’sgovernmentalactivities.

GovernmentalActivities

GovernmentalactivitiesincreasedtheCity’snetassetsby$3.3million,amountingto53percentofthe
totalgrowthinthenetassetsoftheCity.KeyelementsofthisincreaseareillustratedinTable2onthe
previouspage.TotalrevenueswereincreasedinpartduetoatemporaryincreaseintheFranchiseFees
ratetohelpoffsetthecostofthe$2,000,000giventotheLakeOswegoSchoolDistrictduringthefiscal
year;anincreaseinbuildingactivity,asreflectedintheGeneral Fundaswell asincreasesinproperty
taxes received, motor vehicle fees and street maintenance revenue.  Blended into the governmental
activities is the City’s component unit, Lake Oswego Redevelopment Agency (the Agency), the urban
renewalagencyoftheCity.ThisAgency’staxcollectionsaccountfor$3.4million,or10percent,ofthe
property taxes collected by the City. Property tax collections are restricted to repayment of urban
renewaldebtwhichfinancesvariousprojectswithintheurbanrenewaldistrict.
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Wastewater Surfacewater Golfcourse Tennisfacility Maint&MP Engineering

Expenses

ExpensesandProgramRevenues(inmillions)–BusinessͲtypeActivities



ChargesforServices
98%

RevenuesbySourceͲ BusinessͲtypeActivities



Activitiesofthemunicipalgolfcourseandtennisfacility,approximately4percentofthetotalenterprise
revenues,arealsoincludedwithbusinessͲtypeactivitiesinthegovernmentͲwidefinancialstatements.
These two activities, along with maintenance services and motor pool, and engineering services,
representasmallfractionoftheCity’sbusinessͲtypeactivities.



BusinessͲtypeActivities–EnterpriseFunds

TheWaterFundrevenuesrepresentapproximately36percentofallutilityrevenuesfortheCity.Most
of these revenues went towards operations of the City’s water treatment plant located in West Linn.
The City issued new and refunded water bonds in fiscal year 2007Ͳ08 to help finance capital
improvements.  The Lake OswegoͲTigard Water Partnership was formed in 2009 to manage the
expansionandupgradeoftheCity’swatersupplysystem.TheCityofLakeOswegoincreasedthewater
utilityfeestohelppaytheirportionofthecostofthisexpansion.

TheWastewaterFundrevenuesrepresentapproximately48percentofallutilityrevenuesfortheCity.
MostofLakeOswegoisservicedbyawastewatersystemthatfeedsintoamainpipelinelocatedunder
thesurfaceofOswegoLaketransportingsewagetotheTryonCreekwastewatertreatmentfacility.In
September2010,$35millioninfullͲfaithandcreditobligationsweresoldforthefinalphasesoftheLake
OswegoInterceptorSewerproject,whichservedtoupgradeandreplacethemainsewerline.

TheSurfaceWaterFundrevenuesrepresentapproximately9percentofallutilityrevenuesfortheCity.
These revenues go for the operations of the City’s surface water management system. In April 2005,
$3millioninsurfacewaterrevenuebondsweresoldtomakeinfrastructureimprovements.

FY10Ͳ11
$54.3
33.3
2.3
47.4
0.1
0.6
$138.0

FY11Ͳ12
$4.5
159.8
6.4
Ͳ
0.2
27.2
$198.1

FY10Ͳ11
$4.5
160.5
6.5
Ͳ
0.2
11.4
$183.1

BusinessͲtype
Activities

FY10Ͳ11
$58.8
193.8
8.8
47.4
0.3
12.0
$321.1

Total
FY11Ͳ12
$61.3
193.1
8.4
46.4
0.4
28.5
$338.1
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The following table reconciles the change in capital assets, for the fiscal year. Expenditures for
constructionprojectsinprogressatfiscalyearͲendareincludedinadditions.Reductionsareforcapital
asset dispositions and transfers of construction projects in progress that were completed during the
fiscalyear.Additionsincludecapitalcontributionsfromoutsidedeveloperswiththerevenuefromthese
contributionsreflectedincapitalgrantsandcontributionsonthestatementofactivities.







Land
Buildingsandimprovements
Machineryandequipment
Infrastructure
Intangibles
Constructioninprogress
Netcapitalassets

FY11Ͳ12
$56.8
33.3
2.0
46.4
0.2
1.3
$140.0

Governmental
Activities

Asoftheendoffiscalyear2011Ͳ12,theCityhadanetdepreciatedcostof$338.1millioninvestedina
broad range of capital assets that include police and fire equipment, buildings, park facilities, streets,
bridges, and water and sewer lines (Table 3). This amount had a net increase of $ 17.1 million or 5.3
percentoverthepreviousfiscalyear(Table4).

Table3
CapitalAssetsasofFiscalYearͲend
(netofdepreciation,inmillions)




CapitalAssets

CAPITALASSETANDDEBTADMINISTRATION


GeneralFundBudgetaryHighlights

During the fiscal year, the General Fund’s budgeted appropriations between the original and final
budget increased by $400,000. This increase reflected a grant for fire station improvements and a
transfer to the General Fund to compensate for a portion of Waluga Park to be used for the Lake
OswegoͲTigardwaterproject.Also,thereweresomeadjustmentsbetweenthecategoriestoreallocate
some spending.  Some of the adjustments included an a $50,000 shift of franchise fees to nonͲmajor
governmental funds; the addition of $50,000 for code reͲwrite expenditures for Planning & Building;
additional landslide remediation project costs for the Adult Community Center $150,000; and a
retroactiveCostofLivingAdjustment(COLA)of2%forManagerstomirrortheincreaseforrepresented
employees.



Beginningbalance
Additions
Reductions
Depreciation
Endingbalance

$138.0
13.0
(5.9)
(5.1)
$140.0

FY11Ͳ12

$138.2
 10.6
 (5.8)
 (5.0)
$138.0

FY10Ͳ11

Governmental
Activities
$183.1
 24.3
 (4.5)
 (4.8)
$198.1

FY11Ͳ12
$139.2
 143.7
(96.1)
 (3.7)
$183.1

FY10Ͳ11

BusinessͲtype
Activities

Table4
ChangeinCapitalAssets
(inmillions)



FY11Ͳ12
$321.1
37.3
(10.4)
(9.9)
$338.1

FY10Ͳ11
$277.4
154.3
 (101.9)
(8.7)
$321.1

Total





2001 to achieve debt service savings.






issue and provide new resources for projects.
Also, the City issued $3.5 million of general
obligation bonds to refund the City's
outstanding general obligation bonds for Series
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thatcitiescanissueto3percentoftherealmarketvalue
of all taxable property within city limits. The City’s
outstanding general obligation debt of $18.6 million is
significantlybelowthis3percentlimitof$243million.






Assets utilized in governmental activities increased to $140.0 million. Annual depreciation did not
exceednew additions.Nondepreciablelandandlandimprovementsincreasedby4.6percentor$2.5
million.  Additions include completion of the Adult Community Center Slide Remediation; the Street
PavingProject;twopropertypurchasesfortheNorthAnchorProject;additionalcostsforlaterphasesof
the Lake Oswego Interceptor Sewer work with improvements and smaller projects throughout the
community. More detailed information about the City’s capital assets is presented in Note 3.C. in the
notestothebasicfinancialstatements.


DebtOutstanding


As of the end of the fiscal year, the City had

$132.2millioninbondsoutstanding—adecrease
BondRatings
of4percentfromlastyear—asshowninTable5.

In April 2009, Moody’s upgraded the City’s Wastewater
MoredetailedinformationabouttheCity’slongͲ
FunddebtratingfromAa2toAaa.
termdebtispresentedinNote3.E.inthenotes

tothebasicfinancialstatements.


LimitationsonDebt
DuringthefiscalyearendedJune30,2012,the

City issued $11.5 million of LORA full faith and
The State limits the amount of general obligation debt
credit obligations to refund LORA’s 2005 bond




$ 16.0
 11.1
 Ͳ
 27.1

7.9
 95.0
2.2
 105.1
$ 132.2

BusinessͲtype:
Waterrevenuebonds
WastewaterFullͲFaith/Creditobligations
Surfacewaterrevenuebonds
SubͲtotal
Total

2011

8.5
95.0
2.3
105.8
$137.7

$18.6
Ͳ
13.3
31.9

June30,
Governmental:
Generalobligationbonds
LORAFullͲFaith/Creditobligations
Urbanrenewalbonds
SubͲtotal

2012

Table5
OutstandingBondedDebtatFiscalYearͲend
(inmillions)
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EconomicFactors

The State of Oregon does not have a sales tax, making property taxes the major resource for most
governmentalagenciesinOregon.PropertytaxesareimportanttotheCityastheyrepresent62percent
oftheresourceswhichcanbeusedforgovernmentalactivities.Thenextlargestresource,at17percent,
comes from fees and charges for services, and includes such items as permits, licenses, recreation
chargesandsystemdevelopmentcharges.Propertytaxesforgeneraloperationsincreasedslightlyover
thelastyear.

The businessͲtype activities are funded with utility fees and charges. Effective July 1, 2011, the City
increased wastewater rates by 17.25 percent, and surface water rates by 7 percent.  Then, effective
March 1, 2012, the City increased water rates by 25.5 percent. These rate increases equate to an
additional$16.32permonthperhousehold.

Uncertainties about future economic changes and financial impacts are common in all cities. To deal
with the swings in the economy and to plan forfuture capital expansion, the City routinely sets aside
portionsofitsfundbalancesforcontingenciesandemergencysituations.


RequestsforInformation

This City’s financial statements are designed to provide our citizens, taxpayers, customers, investors,
andcreditorswithageneraloverviewoftheCity’sfinancesandtodemonstratetheCity’saccountability
of the resources it receives and expends. If you have questions about this report, or need additional
financialinformation,contacttheFinanceDepartment,CityofLakeOswegoP.O.Box369LakeOswego,
Oregon97034oreͲmailueuler@ci.oswego.or.us.
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NotestotheBasicFinancialStatements

FundFinancialStatements

StatementofActivities

StatementofNetAssets

BASICFINANCIALSTATEMENTS
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CITYOFLAKEOSWEGO,OREGON

Totalnetassets

$98,221,379

$124,826,132

29

Thenotestothebasicfinancialstatementsareanintegralpartofthisstatement.

Ͳ
Ͳ
Ͳ
Ͳ
 7,487,743

 3,587,049
 7,636,374
 1,133,494
 2,351,593
 19,745,179

128,317,723

56,534,976
NetAssets
Investedincapitalassets,netofrelateddebt
Restrictedfor:
LibraryandAdultCommunityCenterprograms
Capitalprojects
Debtservice
Buildingprogram
Unrestricted

 90,733,636

103,572,274
 15,997,917
Ͳ
 557,750
120,127,941

 24,657,779
 Ͳ
 20,956,913
 2,227,519
47,842,211

Noncurrentliabilities:
Bondspayable
Deposits
Lineofcreditpayable,dueafteroneyear
Accruedotherpostemploymentbenefitsobligation
Totalnoncurrentliabilities

 90,372,443

 3,518,993
7,986
 101,879
 329,149
 3,757,557
Ͳ
 474,218
8,189,782

 1,625,256
280,367
 93,200
101,819
 3,176,933
850,000
 2,565,190
8,692,765

Totalliabilities

226,539,102

 31,638,015
166,425,452
198,063,467
Ͳ
Ͳ
 953,507
199,016,974

 58,080,234
 81,933,834
140,014,068
 4,129,883
 1,771,974
533,045
 146,448,970
181,361,108

$20,590,653
 6,885,280
 (201,663)
 189,885
57,973
Ͳ
27,522,128

BusinessͲtype
Activities

$ 19,472,027
 4,314,578
201,663
 Ͳ
 53,090
 10,870,780
34,912,138

Governmental
Activities

Totalassets
Liabilities
Currentliabilities:
Accountspayable
Salariesandbenefitspayable
Deposits
Interestpayable
Bondspayable
Lineofcreditpayable,duewithinoneyear
Compensatedabsencespayable
Totalcurrentliabilities

Assets
Currentassets:
Cashandinvestments
Receivables(netofallowance)
Internalbalances
Inventoriesandprepaids
Unamortizedbondissuancecosts
Restrictedcashandinvestments
Totalcurrentassets
Noncurrentassets:
Capitalassets:
Landandconstructioninprogress
Othercapitalassets(netofaccumulateddepreciation)
Totalcapitalassets(netofaccumulateddepreciation)
Restrictedbeneficialinterestintrust
NotesReceivable
Unamortizedbondissuancecosts
Totalnoncurrentassets

asofJune30,2012

StatementofNetAssets

$223,047,511

 3,587,049
 7,636,374
 1,133,494
 2,351,593
27,232,922

 181,106,079

184,852,699

 128,230,053
15,997,917
20,956,913
 2,785,269
167,970,152

 5,144,249
 288,353
 195,079
 430,968
 6,934,490
 850,000
 3,039,408
16,882,547

407,900,210

89,718,249
 248,359,286
338,077,535
 4,129,883
 1,771,974
 1,486,552
 345,465,944

$ 40,062,680
11,199,858
 Ͳ
 189,885
 111,063
10,870,780
62,434,266

Total

CITYOFLAKEOSWEGO,OREGON

$73,641,207

22,056,400

 238,839
 215,231

 6,756,216
11,341,358
 2,262,510
 880,861
 361,385

51,584,807

$ 15,541,562
18,688,761
11,402,540
 4,627,813
 1,324,131

Expenses

95,173,330
$98,221,379

121,563,115
$124,826,132

NetassetsͲbeginning:
NetassetsͲending
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$223,047,511

216,736,445

6,311,066

38,723,054

27,428,696
6,801,369
3,135,014
806,458
265,534
282,777
3,206
Ͳ

(32,411,988)

3,067,959

 Ͳ
6,702

 2,578,588
 821,222
 (157,585)
 (244,644)
 63,676

(35,479,947)

$ (9,651,920)
 (15,822,070)
 (8,127,217)
 (554,609)
 (1,324,131)

Total
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3,048,049

(19,910)
3,263,017

3,067,959

(35,479,947)

38,742,964

3,067,959

Ͳ

Totalgeneralrevenuesandtransfers

Ͳ
6,702

Ͳ
Ͳ

Ͳ
Ͳ
Ͳ
Ͳ
118,945
21,323
Ͳ
(160,178)

2,578,588
821,222
(157,585)
(244,644)
63,676

Ͳ

(35,479,947)

Ͳ
Ͳ
Ͳ
Ͳ
Ͳ

$Ͳ
Ͳ
Ͳ
Ͳ
Ͳ

$(9,651,920)
(15,822,070)
(8,127,217)
(554,609)
(1,324,131)

Net(Expense)Revenueand
ChangesinNetAssets
Governmental
BusinessͲtype
Activities
Activities

Changeinnetassets

$702,657

413,508

 10,612
 Ͳ

 327,409
 73,725
1,762
 Ͳ
 Ͳ

289,149

$ 15,000
Ͳ
1,065
 273,084
Ͳ

Capital
Grantsand
Contributions

27,428,696
6,801,369
3,135,014
806,458
146,589
261,454
3,206
160,178

$6,384,119

70,651

Ͳ
70,651

Ͳ
Ͳ
Ͳ
Ͳ
Ͳ

6,313,468

$1,722,492
265,921
 2,327,588
 1,997,467
Ͳ

ProgramRevenues
Operating
Grantsand
Contributions

Generalrevenues:
Taxes
Propertytaxes,leviedforgeneralpurposes
Propertytaxes,leviedfordebtservice
Franchisetaxes
Hotelandmoteltaxes
Interestandinvestmentearnings
Otherrevenues
Gainonsaleofcapitalassets
Transfers

$34,142,443

24,640,200

 228,227
 151,282

 9,007,395
12,088,855
 2,103,163
 636,217
 425,061

9,502,243

$4,152,150
 2,600,770
 946,670
 1,802,653
Ͳ

Charges
for
Services

Continuedonnextpage
Thenotestothebasicfinancialstatementsareanintegralpartofthisstatement.

Totalgovernment

TotalbusinessͲtypeactivities

Maintenance&MotorPool
Engineering

BusinessͲtypeactivities:
Water
Wastewater
Surfacewater
Golfcourse
Tennisfacility

Totalgovernmentalactivities

Governmentalactivities:
Generalgovernment
Publicsafety
Cultureandrecreation
Highwaysandstreets
InterestonlongͲtermdebt

Functions/Programs

forthefiscalyearendedJune30,2012

StatementofActivities

 Ͳ
 Ͳ
 Ͳ
 Ͳ
 Ͳ
 Ͳ
 Ͳ
 Ͳ
 Ͳ
 553,668
 Ͳ
 Ͳ
 Ͳ
 Ͳ
 Ͳ
 Ͳ
553,668

1,500,000

1,661,251
1,925,798
2,351,593
 15,151
 Ͳ
 Ͳ
 Ͳ
 Ͳ
 Ͳ

 914,000
 600,000
 Ͳ
 Ͳ
 144,000
 15,570,175
24,681,968

$28,234,856

Totalliabilitiesandfundbalances
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$833,547

$ Ͳ
 Ͳ
 Ͳ
 279,879
279,879

$833,547

$ Ͳ
 311,282
 Ͳ
 Ͳ
 Ͳ
 522,265
 Ͳ

$ 1,220,726
 279,887
 87,900
1,964,375
3,552,888

$28,234,856

$ 17,279,502
1,957,473
 744,431
 Ͳ
1,771,974
2,351,593
4,129,883

LiabilitiesandFundBalances
Liabilities:
Accountspayable
Salariesandbenefitspayable
Refundabledeposits
Deferredrevenue
Totalliabilities
Fundbalances:
NonͲspendableinform
Restrictedfor:
Seniorcenterprogramsandcapital
Libraryprogramsandcapital
Buildinginspection
Energyconservation
Trolley
Tourism
Capitalprojects
Highwayandstreets
Debtservice
Assignedto:
Libraryimprovements
Firetruckpurchase
Artandeducation
Highwayandstreets
Equipmentreplacement
Unassigned
Totalfundbalances

Totalassets

Assets
Cashandinvestments
Propertytaxesreceivable
Accountsreceivable
Assessmentliensreceivable
Notesreceivable
Restrictedcashandinvestments
Restrictedbeneficialinterestintrust

General
Fund

$11,496,439

Ͳ
Ͳ
6,240
1,733,926
Ͳ
Ͳ
10,385,514

Ͳ
Ͳ
Ͳ
Ͳ
350,136
58,338
7,636,374
20,674
579,826

Ͳ

$404,530
480
5,300
700,615
1,110,925

$11,496,439

$2,192,525
543,183
577,472
186,337
Ͳ
7,996,922
Ͳ

Other
Governmental
Funds

$40,564,842

 914,000
 600,000
 6,240
1,733,926
 144,000
 15,570,175
35,621,150

1,661,251
1,925,798
2,351,593
 15,151
 350,136
 58,338
7,636,374
 20,674
1,133,494

1,500,000

$ 1,625,256
 280,367
 93,200
2,944,869
4,943,692

$40,564,842

$ 19,472,027
2,811,938
1,321,903
 186,337
1,771,974
 10,870,780
4,129,883

Total
Governmental
Funds

 (2,565,190)
(101,819)
 (2,227,519)
(744,712)

Accruedliabilitiesthatarenotdueandpayableinthecurrentperiodand
thereforearenotreportedinthefunds:
Accruedcompensatedabsences
Accruedinterestpayable
Accruedotherpostemploymentpensionobligation
Bondpremium,netofamortization

33

Thenotestothebasicfinancialstatementsareanintegralpartofthisstatement.

Netassetsofgovernmentalactivities

Adjustmenttoreflecttheconsolidationofinternalservicefundactivities
relatedtogovernmentalfunds.

LongͲtermliabilitiesarenotdueandpayableinthecurrentperiodand
thereforearenotreportedinthefunds

3,525,404

2,480,958
 186,337
 271,974
 586,135

OtherlongͲtermassetsarenotavailabletopayforcurrentperiodexpenditures
andthereforearedeferredinthefunds:
Propertytaxes,earnedbutunavailable
Assessmentliens,earnedbutunavailable
InterestonnotefromTriͲMet,earnedbutunavailable
Bondissuancecosts,netofamortization

$124,826,132

201,663

(48,896,913)

(5,639,240)

140,014,068

$35,621,150

Capitalassetsusedingovernmentalactivitiesarenotfinancialresources
andthereforearenotreported,netofaccumulateddepreciationof
$66,427,149

TotalfundbalancesͲgovernmentalfunds(page32)

Amountsreportedforgovernmentalactivitiesinthestatementofnetassets(page29)are
differentbecause:

forthefiscalyearendedJune30,2012

asofJune30,2012
Redevelopment
Agency
DebtService
Fund

CITYOFLAKEOSWEGO,OREGON
ReconciliationoftheGovernmentalFundsBalanceSheettothe
StatementofNetAssets

CITYOFLAKEOSWEGO,OREGON

BalanceSheet
GovernmentalFunds

(892,770)

25,574,738

$24,681,968

Netchangeinfundbalances

FundbalancesͲbeginning

FundbalancesͲending

$553,668

1,103,933

(550,265)

Ͳ
Ͳ
 14,471,019
 (4,803,000)
Ͳ
 9,668,019

(10,218,284)
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41,531
 20,156,913
 517,178
 (249,000)
 3,206
 20,469,828

(21,362,598)

Otherfinancingsources(uses):
Proceedsfrombondsissued
ProceedsfromlineͲofͲcreditissued
Transfersin
Transfersout
Proceedsfromsaleofcapitalassets

Totalotherfinancingsources(uses)

Excess(deficiency)ofrevenues
over(under)expenditures

13,592,210

 13,275,000
21,118
Ͳ
Ͳ

 21,006,913
 155,758
 2,000,000
 1,003,416

65,486,858

 296,092
Ͳ
Ͳ
Ͳ

3,373,926

$ 3,364,377
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
 9,549

Redevelopment
Agency
DebtService
Fund

 13,669,034
 17,996,794
 9,654,943
Ͳ

44,124,260

$27,112,807
 2,835,014
 4,269,557
 2,761,563
 981,500
 3,356,966
 2,550,453
Ͳ
 256,400

General
Fund

Totalexpenditures

Expenditures:
Current:
Generalgovernment
Publicsafety
Cultureandrecreation
Highwaysandstreets
Debtservice:
Principal
Interest
Intergovernmentalexpenditures
Capitaloutlay

Totalrevenues

Revenues:
 Propertytaxes
Franchisetaxes
Intergovernmental
Licensesandfees
Finesandforfeitures
Salesandservices
Chargesforservices
SpecialassessmentͲprincipal
Miscellaneous

forthefiscalyearendedJune30,2012

$10,385,514

10,434,189

(48,675)

15,790,100
2,500,000
4,919,000
(14,695,019)
Ͳ
8,514,081

(8,562,756)

17,883,962

6,530,000
1,018,446
Ͳ
6,111,762

1,576,004
Ͳ
204,958
2,442,792

9,321,206

$3,323,698
300,000
2,353,558
3,191,729
4,918
Ͳ
35,000
12,024
100,279

Other
Governmental
Funds

$35,621,150

37,112,860

(1,491,710)

 15,831,631
 22,656,913
 19,907,197
(19,747,019)
 3,206
 38,651,928

(40,143,638)

96,963,030

 40,811,913
 1,195,322
 2,000,000
 7,115,178

 15,541,130
 17,996,794
 9,859,901
 2,442,792

56,819,392

$ 33,800,882
 3,135,014
 6,623,115
 5,953,292
986,418
 3,356,966
 2,585,453
 12,024
366,228

Total
Governmental
Funds

124,723
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$3,263,017

Adjustmenttoreflecttheconsolidationofinternalservicefundactivities
relatedtogovernmentalfunds.
Changeinnetassetsofgovernmentalactivities(page31)

106,396
(257,994)
(116,638)

Someexpensesreportedinthestatementofactivitiesdonotrequirethe
useofcurrentfinancialresourcesand,therefore,arenotreportedas
expendituresingovernmentalfunds.
Interestexpenseandamortizationofissuancecosts
Netotherpostemploymentpensionobligation
Compensatedabsences

2,370,288

541,286

Issuanceofdebtproceedsarereportedasfinancingsourcesand
paymentstoescrowagentforrefundedbondsarereportedasfinancing
usesingovernmentalfundsandthuscontributetothechangeinfund
balances.Repaymentofprincipalisanexpenditureinthe
governmentalfunds,buttherepaymentreduceslongͲtermliabilitiesin
thestatementofnetassets.

273,084

Revenuesinthestatementofactivitiesthatdonotprovidecurrent
financialresourcesarenotreportedasrevenuesinthefunds:
InterestincomeonTriMetnote
Propertytaxes

112,103
429,183

(164,923)

1,878,505

Donationsofcapitalassetsincreasenetassetsinthestatementof
activities,butdonotappearinthegovernmentalfundsbecausetheyare
notfinancialresources.

$ 7,009,820
 (5,131,315)

$(1,491,710)

Theneteffectofvariousmiscellaneoustransactionsinvolvingcapitalassets
(i.e.,sales,tradeͲins,transfers,anddonations)istoincreasenetassets.

Governmentalfundsreportcapitaloutlaysasexpenditures.However,
inthestatementofactivitiesthecostofthoseassetsisallocatedovertheir
estimatedusefullivesandreportedasdepreciationexpense.Thisisthe
amountbywhichdepreciationexceededcapitalacquisition:
Expendituresforcapitalassets
Lesscurrentyeardepreciation

NetchangeinfundbalancesͲͲtotalgovernmentalfunds(page34)

Amountsreportedforgovernmentalactivitiesinthestatementofactivities(pages30&31)are
differentbecause:

forthefiscalyearendedJune30,2012

CITYOFLAKEOSWEGO,OREGON
ReconciliationoftheStatementofRevenues,ExpendituresandChangesin
FundBalancesofGovernmentalFundstotheStatementofActivities

CITYOFLAKEOSWEGO,OREGON

StatementofRevenues,ExpendituresandChangesinFundBalances
GovernmentalFunds

CITYOFLAKEOSWEGO,OREGON

$38,448,320

$44,189,804

 25,652,096
 18,537,708
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Totalnetassets,businessͲtypeactivities

Add
Internalservicefundsareusedbymanagementtochargecostofmaintenanceadministration,motorpool,
andengineeringservicestoindividualfunds.Assetsandliabilitiesoftheinternalservicefundsare
includedinbusinessͲtypeactivitiesintheStatementofNetAssets.

Totalnetassets

 52,235,484
(13,787,164)

98,362,475

27,002,117

NetAssets
Investedincapitalassets,netofrelateddebt
Unrestricted

Totalliabilities

 94,292,274
Ͳ
83,500
 94,375,774

 7,265,000
 15,997,917
126,350
23,389,267

Noncurrentliabilities:
Bondspayable
Deposits
Accruedotherpostemploymentbenefitsobligation
Totalnoncurrentliabilities

659,675
1,004
293,794
500
 2,972,557
59,171
 3,986,701

142,552,279

123,870,434

 2,774,502
2,487
27,170
Ͳ
645,000
163,691
 3,612,850

65,450,437

Liabilities
Currentliabilities:
Accountspayable
Salariesandbenefitspayable
Maturedandaccruedbondinterestpayable
Deposit
Bondspayable
Compensatedabsencespayable
Totalcurrentliabilities

60,145,484

Totalassets

 1,927,199
191,730
136,372,614
 7,009,978
292,545
145,794,066
(22,877,139)
122,916,927
953,507

18,681,845

5,304,953

 1,575,735
Ͳ
 59,361,725
 5,190,850
 26,877,484
 93,005,794
(32,860,310)
 60,145,484
Ͳ

$16,729,667
 1,894,205
Ͳ
57,973

$ 622,695
 4,582,886
99,372
Ͳ

906,858
591,446
$1,498,304

$13,125,142

128,389

Ͳ
Ͳ
86,600
86,600

21,450
655
Ͳ
Ͳ
Ͳ
19,684
41,789

1,626,693

906,858

227,929
Ͳ
2,097,115
267,909
Ͳ
2,592,953
(1,686,095)
906,858
Ͳ

719,835

$663,709
Ͳ
56,126
Ͳ

Other
Enterprise
Funds

11,309,843
1,815,299

2,235,055

2,015,000
Ͳ
26,700
2,041,700

28,583
349
8,185
Ͳ
140,000
16,238
193,355

15,360,197

13,464,843

278,304
Ͳ
24,453,032
1,264,996
Ͳ
25,996,332
(12,531,489)
13,464,843
Ͳ

1,895,354

$1,549,329
346,025
Ͳ
Ͳ

BusinessͲtypeActivitiesͲEnterpriseFunds
Surface
Water
Wastewater
Water
Fund
Fund
Fund

Totalnoncurrentassets

Lessaccumulateddepreciation
Totalcapitalassets(netofaccumulateddepreciation)
Unamortizedbondissuancecosts

Noncurrentassets:
Capitalassets:
Land
Intangibles
Buildingsandimprovements
Machineryandequipment
Constructioninprogress

Totalcurrentassets

Assets
Currentassets:
Cashandinvestments
Receivables(netofallowance)
Inventories
Unamortizedbondissuancecostsandprepaids

asofJune30,2012

ProprietaryFunds

StatementofNetAssets

$1,161,472

629,355
532,117

589,687

Ͳ
Ͳ
234,600
234,600

 34,783
3,491
Ͳ
101,379
Ͳ
215,434
355,087

1,751,159

629,355

458,819
Ͳ
1,000,903
405,944
Ͳ
1,865,666
 (1,236,311)
629,355
Ͳ

1,121,804

$ 1,025,253
 62,164
 34,387
Ͳ

Continuedfrompreviouspage

$98,221,379

959,809

97,261,570

90,104,281
7,157,289

127,728,036

103,572,274
15,997,917
323,150
119,893,341

3,484,210
4,495
329,149
500
3,757,557
258,784
7,834,695

224,989,606

198,387,619

4,009,167
191,730
222,284,486
13,733,733
27,170,029
267,389,145
(69,955,033)
197,434,112
953,507

26,601,987

$19,565,400
6,823,116
155,498
57,973

Total

BusinessͲtype
Activities
Internal
Service
Funds
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$44,189,804
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Add
Adjustmenttoreflecttheconsolidationofinternalservice
fundbeginningfundbalancerelatedtoenterprisefunds
Adjustmenttoreflecttheconsolidationofinternalservice
fundactivitiesrelatedtoenterprisefunds
Changeinnetassets,businessͲtypeactivities

$38,448,320

TotalnetassetsͲending

43,329,788

860,016

2,253,492
36,194,828

Changeinnetassets

TotalnetassetsͲbeginning

73,725
Ͳ
Ͳ

786,291

(3,383,552)

Ͳ
90,764
(3,416,209)
(57,973)
(134)

4,169,843

7,921,641

327,409
Ͳ
(293,178)

2,219,261

Capitalcontributions
Transfersin
Transfersout

(148,644)

Totalnonoperatingrevenues(expenses)

Netincomebeforecontributionsand
transfers

Ͳ
17,000
(165,644)
Ͳ
Ͳ

2,367,905

Nonoperatingrevenues(expenses):
Operatinggrants
Interestoninvestments
Interestexpense
Otherexpense
Lossonsaleofcapitalassets

6,650,714

Operatingincome(loss)

792,956
3,096,924
2,616,613
1,415,148

12,091,484

9,018,619
2,264,380
1,754,801
1,344,771
1,286,762

$567,822
11,521,033
2,629

$994,002
8,013,393
11,224

$13,125,142

13,335,389

(210,247)

1,762
Ͳ
Ͳ

(212,009)

(92,402)

Ͳ
7,984
(100,386)
Ͳ
Ͳ

(119,607)

2,222,770

290,887
392,729
621,105
918,049

2,103,163

$Ͳ
2,103,163
Ͳ

BusinessͲtypeActivitiesͲEnterpriseFunds
Surface
Water
Wastewater
Water
Fund
Fund
Fund

Totaloperatingexpenses

Operatingexpenses:
Salariesandbenefits
Operatingsuppliesandservices
Depreciation
Servicesperformedbyotherfunds

Totaloperatingrevenues

Operatingrevenues:
Licenses&Fees
Chargesforsalesandservices
Miscellaneous

forthefiscalyearendedJune30,2012

ProprietaryFunds

StatementofRevenues,Expenses,andChangesinFundNetAssets

97,261,570

$1,498,304

Continuedfrompreviouspage

181,670
$98,221,379

778,139

2,866,379
94,395,191

(36,882)

402,896
133,000
(293,178)

Ͳ
133,000
Ͳ
1,535,186

2,623,661

(169,882)

(3,621,401)

3,197

6,245,062
Ͳ
118,945
(3,682,239)
(57,973)
(134)

18,036,952

1,241,827
(173,079)
Ͳ
3,197
Ͳ
Ͳ
Ͳ

3,865,715
5,708,056
4,649,123
3,814,058

24,282,014

1,068,748
517,492
463,602
66,634
194,099

$1,565,604
22,695,087
21,323

Total

$3,780
1,057,498
7,470

Other
Enterprise
Funds
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$1,161,472

855,079

306,393

10,612
Ͳ
Ͳ

295,781

75,007

70,651
4,356
Ͳ
Ͳ
Ͳ

220,774

4,471,796

3,130,422
638,216
55,594
647,564

4,692,570

$940,139
3,739,000
13,431

BusinessͲtype
Activities
Internal
Service
Funds

 (15,649,642)
 Ͳ
 7,919,487
 (615,000)
 (166,669)

$ 73,725
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Continuedonnextpage
Thenotestothebasicfinancialstatementsareanintegralpartofthisstatement.

$ 5,206,466

$ 1,777,950

 2,616,613
 (260,989)
 Ͳ
 (1,300,448)
 (206)
 7,400
 (25,747)

 1,344,771

$4,169,843

 (3,343,104)
 1,672
 1,367,178
 401
 18,700
 20,427

$2,367,905

Noncashcapitalandrelatedfinancingactivities:
Capitalassetscontributedto/fromdevelopersandotherfunds $ 327,409

Operatingincome(loss)
Adjustmentstoreconcileoperatingincome(loss)
tonetcashprovidedbyoperatingactivities:
Depreciationexpense
Changesinassetsandliabilities:
Receivables
Inventories
Accountspayable
Salariesandbenefitspayable
Accruedotherpostemploymentbenefitsobligation
Compensatedabsencespayable

Netcashprovidedbyoperatingactivities



Reconciliationofoperatingincome(loss)tonetcashprovidedbyoperatingactivities:

$622,695

Cashandcashequivalents,June30,2012

$16,729,667

 18,493,195

 7,632,747

Cashandcashequivalents,June30,2011

 90,764

 (1,763,528)

 17,000

 (7,060,758)

 (7,010,052)

Netincrease(decrease)incashandcashequivalents

Cashflowsfrominvestingactivities:
Investmentincome

 (8,511,824)

 Ͳ

 (293,178)

Netcashflowsfromnoncapitalfinancingactivities

Cashflowsfromcapitalandrelatedfinancingactivities:
Purchases,acquisitions,andconstructionofcapitalassets
Proceedsfromthesaleofcapitalassets
Proceedsfromintergovernmentaldeposit
Principalpaidoncapitaldebt
Interestpaidoncapitaldebt

Netcashflowsfromcapitalandrelatedfinancingactivities

 Ͳ
 Ͳ

 Ͳ
 (293,178)

 (3,521,980)
 12,100

 Ͳ
 Ͳ
 (3,550,878)

 5,206,466

 1,777,950

Netcashflowsfromoperatingactivities

Cashflowsfromnoncapitalfinancingactivities:
Proceedsfromgrant
Transfersto/fromotherfunds

Wastewater
Fund
$ 11,827,866
 (4,397,372)
 (811,509)
 (1,415,148)
 2,629

Water
Fund

$ 1,762

$ 479,063

 (34,205)
 Ͳ
 7,335
 (26)
 3,600
 861

 621,105

$(119,607)

$1,549,329

 1,431,636

 117,693

 7,984

 (369,354)

 (133,771)
 Ͳ
 Ͳ
 (135,000)
 (100,583)

 Ͳ

 Ͳ
 Ͳ

 479,063

$ 2,068,958
 (385,394)
 (286,452)
 (918,049)
 Ͳ

Surface
Water
Fund

BusinessͲtypeActivitiesͲEnterpriseFunds

$ 5,664,291
 (385,951)
 (2,224,852)
 (1,286,762)
 11,224

Cashflowsfromoperatingactivities:
Receiptsfromcustomers
Paymentstosuppliers
Paymentstoemployees
InternalactivityͲpaymentstootherfunds
Otherreceipts

forthefiscalyearendedJune30,2012

CITYOFLAKEOSWEGO,OREGON
StatementofCashFlows
ProprietaryFunds

Total

Continuedfrompreviouspage

$402,896

$7,370,474

$(93,005)

$ Ͳ

(3,638,298)
 10,695

 74,029

 115
 39,000

 (9,252)

4,649,123

$6,245,062

$19,565,400

28,194,595

(8,629,195)

118,945

(15,958,436)

(19,321,893)
 12,100

7,919,487
(750,000)
(3,818,130)

(160,178)

 Ͳ
(160,178)

7,370,474

$20,622,393
(5,623,332)
(3,835,852)
(3,814,058)
 21,323


 Ͳ
 9,023
 (36)
 (54)
 9,300
 (4,793)

 66,634


$(173,079)

$663,709

637,017

 26,692


 3,197

 (16,500)

 (16,500)
 Ͳ
 Ͳ
 Ͳ
 Ͳ

133,000

 Ͳ
133,000

 (93,005)

$1,061,278
(454,615)
(513,039)
(194,099)
 7,470

Other
Enterprise
Funds
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$ 10,612

$ 303,090

 (28,644)
 21,657
 (16,205)
 196
 26,500
 23,218

 55,594

$220,774

$1,025,253

 647,156

 378,097

 4,356

 Ͳ

 Ͳ
 Ͳ
 Ͳ
 Ͳ
 Ͳ

 70,651

 70,651
 Ͳ

 303,090

$ 4,650,495
 (632,764)
 (3,080,508)
 (647,564)
 13,431

Internal
Service
Funds

BusinessͲtype
Activities

42
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BasicfinancialstatementsarepresentedatboththegovernmentͲwideandfundfinanciallevel.Bothlevels
of statements categorize primary activities as either governmental or businessͲtype. Governmental
activities,whicharenormallysupportedbytaxesandintergovernmentalrevenues,arereportedseparately
frombusinessͲtypeactivities,whichrelytoasignificantextentonfeesandchargesforsupport.

B. GovernmentͲwideandfundfinancialstatements

Blendedcomponentunit.InaccordancewithGASBStatementNo.14,TheFinancialReportingEntity,the
activities of the Lake Oswego Redevelopment Agency (the Agency) are included in the City’s financial
statementsasablendedcomponentunit.TheAgencyisalegallyseparateentity,whichisgovernedbya
boardcomprisedoftheCityCouncil,asstipulatedinthebylaws.TheCouncilhastheabilitytoimposeits
will on the Agency as determined on the basis of budget adoption, taxing authority, and funding. The
purposeoftheAgencyistoundertakeurbanrenewalprojectsandactivitiespursuanttotheCity’seastend
redevelopmentplan.ThefinancialresultsoftheAgencyarereportedhereinasadebtservicefundanda
capitalprojectsfund.TheAgencyalsopreparesaseparatecomponentunitfinancialreportwhichmaybe
obtainedfromtheAgency’sadministrativeofficesat380“A”Avenue,LakeOswego,Oregon97034.

The accompanying financial statements present the City (primary government) and its component unit
(theCity’surbanrenewalagency),anentityforwhichtheCityisconsideredtobefinanciallyresponsible.

The City provides a full range of municipal services to the community, which includes police and fire
protection, emergency medical services, traffic control and improvement, street maintenance and
improvement, water, wastewater, and surface water management services, planning and zoning
regulation, building inspection and regulation, parks and recreational activities, and community library
service.

TheCityisamunicipalcorporationgovernedbytheCityCouncilwhichiscomposedoftheelectedmayor
andsixcouncilmembers,whocollectivelycomprisethelegislativebranchoftheCitygovernment.TheCity
operatesunderaHomeRuleCharteroriginallygrantedbytheStateofOregonin1909.ACityManager,
appointedbytheCityCouncil,administersCityoperations.

A. Reportingentity

ThefinancialstatementsoftheCityofLakeOswego,Oregon(theCity)havebeenpreparedinconformity
with accounting principles generally accepted in the United States of America (GAAP) as applied to
governmental units.  The Governmental Accounting Standards Board (GASB) is the accepted standardͲ
setting body for establishing governmental accounting and financial reporting principles.  The more
significantoftheCity’saccountingpoliciesaredescribedbelow.

1. Thereportingentityandsummaryofsignificantaccountingpolicies

June30,2012

NotestotheBasicFinancialStatements

CITYOFLAKEOSWEGO,OREGON
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Measurementfocusisatermusedtodescribewhichtransactionsarerecordedwithinthevariousfinancial
statements.Basisofaccountingreferstowhentransactionsarerecorded.ThegovernmentͲwidefinancial
statementsarepresentedonafullaccrualbasisofaccountingwithaneconomicresourcemeasurement
focus,asaretheproprietaryfundsfinancialstatements.Aneconomicresourcefocusconcentratesonan
entityorfund’snetassets.Alltransactionsandeventsthataffectthetotaleconomicresources(netassets)
duringtheperiodarereported.Aneconomicresourcesmeasurementsfocusisinextricablyconnectedwith
fullaccrualaccounting.Underthefullaccrualbasisofaccounting,revenuesarerecordedwhenearnedand


C. Measurementfocus,basisofaccountingandfinancialstatementpresentation

Asageneralrule,theeffectofinterfundactivityhasbeeneliminatedfromthegovernmentͲwidefinancial
statements. This interfund activity results from the City’s allocation of charges as reimbursement for
servicesprovidedbyonefund,toanother.Thesereimbursementsareforthesupportofinterfundactivity
and are based on levels of service provided. Not eliminating these charges would artificially inflate the
directcostsandprogramrevenuesreportedforthevariousfunctionsconcerned.

Fundfinancialstatementsdisplayinformationattheindividualfundlevel.Eachfundisconsideredtobea
separate accounting entity. Funds are classified and summarized as governmental, proprietary, or
fiduciary. Currently, the City has only governmental and proprietary type funds. Major individual
governmental funds and major individual enterprise funds are reported in separate columns in the fund
financialstatements.Nonmajorfundsareconsolidatedintoasinglecolumnwithineachfundtypeinthe
financial section of the basic financial statements and are detailed in the combining and individual fund
statementsandschedules.

TheStatementofActivitiesdemonstratesthedegreetowhichthedirectexpensesofagivenfunctionor
segment is offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Program revenues include 1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services or privileges provided by a given function or
segment, and 2) grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly included among
programrevenuesarereportedinsteadasgeneralrevenues.

The Statement of Net Assets presents information on all of the City’s assets and liabilities, with the
differencebetweenthetworeportedasnetassets.
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GASBStatementNo.34setsforthminimumcriteriaforthedeterminationofmajorfunds.Nonmajorfunds
arecombinedinacolumninthefundfinancialstatementsanddetailedinthecombiningsection.

Since the governmental fund statements are presented on a different measurement focus and basis of
accountingthanthegovernmentͲwidestatements’governmentalcolumn,areconciliationisnecessaryto
explaintheadjustmentsneededtotransformthefundbasedfinancialstatementsintothegovernmental
columnofthegovernmentͲwidepresentation.Thisreconciliationispartofthebasicfinancialstatements.

Similar to the way its revenues are recorded, governmental funds only record those expenditures that
affectcurrentfinancialresources.However,debtserviceexpenditures,aswellasexpendituresrelatedto
compensated absences and claims and judgments, are recorded only when payment is due. In the
governmentͲwide financial statements, however, with a full accrual basis of accounting, all expenses
affectingtheeconomicresourcestatusofthegovernmentarerecognized.

Adeferredrevenueliabilityarisesonthebalancesheetofthegovernmentalfundswhenpotentialrevenue
does not meet both the measurable and available criteria for recognition in the current period. This
unavailable deferred revenue consists primarily of uncollected property taxes and assessments not
deemed available to finance operation of the current period. In the governmentͲwide statement of
activities, with a full accrual basis of accounting, revenue must be recognized as soon as it is earned
regardlessofitsavailability.Thus,theliabilitycreatedonthebalancesheetofthegovernmentalfundsfor
unavailabledeferredrevenue,iseliminated.

expensesarerecordedatthetimeliabilitiesareincurred,regardlessofthetimingofrelatedcashinflows
and outflows. Governmental fund financial statements are presented on a modified accrual basis of
accountingwithacurrentfinancialresourcemeasurementfocus.Themeasurementfocusconcentrateson
thefund’sresourcesavailableforspendingcurrentlyorinthenearfuture. Onlytransactionsandevents
affectingthefund’scurrentfinancialresourcesduringtheperiodarereported.Similartotheconnection
betweenaneconomicresourcemeasurementfocusandfullaccrualbasisofaccounting,acurrentfinancial
resource measurement focus is inseparable from a modified accrual basis of accounting. Under the
modifiedaccrualbasisofaccounting,revenuesarerecognizedwhensusceptibletoaccrual(i.e.,whenthey
becomemeasurableandavailable).Measurablemeanstheamountofthetransactioncanbedetermined
andrevenuesareconsideredavailablewhentheyarecollectedwithinthecurrentperiodorexpectedtobe
collectedsoonenoughthereaftertobeusedtopayliabilitiesofthecurrentperiod.Forthispurpose,the
Cityconsidersrevenuestobeavailableiftheyarecollectedwithin60daysoftheendofthecurrentfiscal
period. Revenues considered susceptible to accrual are property taxes, state, county and local shared
revenues,franchisefees,intergovernmentalgrants,andinvestmentincome.

1. Thereportingentityandsummaryofsignificantaccountingpolicies,continued

1. Thereportingentityandsummaryofsignificantaccountingpolicies,continued

C. Measurementfocus,basisofaccountingandfinancialstatementpresentation,continued

June30,2012

June30,2012

GovernmentͲwide financial statements display information about the reporting government as a whole.
ThesestatementsfocusonthesustainabilityoftheCityasanentityandthechangeinaggregatefinancial
position resulting from the activities of the fiscal period. These aggregated statements consist of the
StatementofNetAssetsandtheStatementofActivities.

NotestotheBasicFinancialStatements

NotestotheBasicFinancialStatements

B. GovernmentͲwideandfundfinancialstatements,continued

CITYOFLAKEOSWEGO,OREGON

CITYOFLAKEOSWEGO,OREGON



GeneralFund
ThisistheCity’sprimaryoperatingfund.ItaccountsforthefinancialoperationsoftheCity,which
arenotaccountedforinanyotherfund.Principalsourcesofrevenuearepropertytaxes,chargesfor
servicesfromotherfunds,intergovernmentalrevenues,licensesandfees,andothermiscellaneous
revenues.Primaryexpendituresareforgeneraladministration.

RedevelopmentAgencyDebtServiceFund
Thisfundaccountsforthepaymentofprincipalandinterestonurbanrenewalbonds.Theprimary
sourceofrevenueispropertytaxincrementrevenues.



SpecialRevenueFunds
These funds account for revenues derived from specific taxes or other restricted or committed
revenue sources including property taxes, franchise fees, licenses and fees, intergovernmental
revenues, sales and services, and charges for services that are restricted to finance particular
functionsoractivities.

DebtServiceFunds
Thesefundsareusedtoaccountforpaymentofprincipalandinterestongeneralobligationandtax
incrementbondeddebt.Resourcesarefrompropertytaxesandinterest.
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CapitalProjectFunds
These funds account for the construction of major capital facilities and projects (other than those
financed by proprietary funds). Resources are primarily from general obligation bonds, urban
renewalbonds,assessmentcollectionsandinvestmentinterestonfundbalances.

The City reports three of its seven proprietary funds as major funds. Five of these proprietary funds are
classifiedasenterprisefundsthatareusedtoaccountfortheacquisition,operation,andmaintenanceof
activitiesthataresimilartoprivatebusinesses.

x

x

x

NonmajorGovernmentalFunds:

x

x

MajorGovernmentalFunds:

WastewaterFund
Accounts for the activities of the City’s wastewater collection and treatment system. Revenue is
derivedprimarilyfromsewerservicecharges.
SurfaceWaterFund
AccountsfortheactivitiesoftheCity’ssurfacewatermanagementsystemwhichwasdevelopedto
address water quality and flooding problems. Revenue is derived primarily from surface water
managementcharges.

x

x

TennisFacilityFund
Accounts for the operation of the City's indoor tennis facility. Revenue is derived primarily from
userfees.



GolfCourseFund
AccountsfortheoperationoftheCity'sgolfcourse.Revenueisderivedprimarilyfromuserfees.

x

x
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MaintenanceandMotorPoolFund
Accounts for the maintenance of equipment, property, and for the activities of the automobile
fleet of the City.  Revenues are derived from reimbursements from other funds for associated
costsaswellasareimbursementfromtheLakeOswegoSchoolDistrictforfuelusage.

EngineeringFund
Manages the planning, design and construction of the City's infrastructure, including surface
water, water, wastewater collection, and transportation.  In addition, the Engineering Division
provides technical support for privately financed public improvements (constructed with
developmentprojects),andprovidesGISmappingservices.

The City reports two internal service funds.  They are used to account for those activities and services
furnishedinternallytootherorganizationalunitswithintheCityonacostreimbursementbasis.Charges
aremadetothevariousdepartmentstosupporttheactivities.Theaggregateofallinternalservicefunds
arereflectedintheproprietaryfundfinancialstatements.TheCity’sinternalservicefundsinclude:

x

x

NonmajorProprietaryFunds:

WaterFund
Accounts for the activities of the City’s water distribution system. Revenue is derived primarily
fromwaterservicecharges.TheWaterFundconsistsofthefollowingtwobudgetaryfunds:Water
FundandLakeOswegoͲTigardWaterPartnershipFund.

x

MajorProprietaryFunds:

TheseproprietaryfundsareentirelyorpredominantlyselfͲsupportedthroughuserchargestocustomers,
andarecategorizedasfollows:

1. Thereportingentityandsummaryofsignificantaccountingpolicies,continued

1. Thereportingentityandsummaryofsignificantaccountingpolicies,continued

C. Measurementfocus,basisofaccountingandfinancialstatementpresentation,continued

June30,2012

June30,2012

TheCityreportsthefollowinggovernmentalfunds:

NotestotheBasicFinancialStatements

NotestotheBasicFinancialStatements

C. Measurementfocus,basisofaccountingandfinancialstatementpresentation,continued

CITYOFLAKEOSWEGO,OREGON

CITYOFLAKEOSWEGO,OREGON



 48

Inthefundfinancialstatements,propertytaxesreceivablesthatarecollectedwithin60daysaftertheend
of fiscal year are considered measurable and available, and therefore, are recognized as revenue. The
property taxes receivable portion beyond 60 days is recorded as deferred revenue. Assessments are
recognized as receivables at the time property owners are assessed on property improvements. These
receivablesareentirelyoffsetbydeferredrevenue,asassessmentrevenueisrecognizeduponcollection.

PropertytaxesareleviedonandbecomealienagainstthepropertyonJuly1intheyearinwhichtheyare
due. Collection dates are November15, February15, and May15 following the lien date. Discounts are
allowediftheamountdueisreceivedbyNovember15orFebruary15.Taxesunpaidandoutstandingon
May16areconsidereddelinquent.

1. Receivablesandpayables

The City’s investment policy, adopted by the City Council, essentially mirrors the requirements of the
Oregon Revised Statutes. Currently, the City’s investment portfolio includes investments in the State of
OregonLocalGovernmentInvestmentPoolandU.S.GovernmentAgencySecurities.

Investments are recorded at fair value in accordance with GASB Statement No. 31, Accounting and
Financial Reporting for Certain Investments and External Investment Pools, which requires governmental
entities to report certain investments at fair value in the statement of net assets/balance sheet and
recognize the corresponding change in the fair value of investments in the year in which the change
occurred.TheCityusesquotedmarketpricestodeterminefairvalueofinvestments.Realizedgainsand
losses as well as the change in fair value of investments are recorded as components of investment
income.

Cashandcashequivalentsincludecashonhand,shortͲterminvestments,andcashdepositsthatareheld
inaninvestmentpoolthathasthegeneralcharacteristicofademanddepositaccount.TheCitymaintains
cash and investment balances in a common pooled account. Investment income is allocated monthly
basedoneachfund’saveragecashbalance.
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Upona majorityvoteoftheLake OswegoCityCouncil,working withtheAdultCommunityCenter (ACC)
andLibraryadvisoryboards,theCitymayreceivethesefundsbackfromtheFoundationandusethemina
mannerthatisconsistentwiththeoriginalendowmentpurpose.

The Oregon Community Foundation (the Foundation) is an Oregon nonͲprofit corporation.  Foundation
endowments are owned, managed, and invested by the Foundation in accordance with the charitable
goals of the underlying endowment.  The Foundation maintains variance power and legal ownership of
theirendowmentsandreportsthefundsasassetsintheirfinancialstatements.Also,inaccordancewith
FASBASCTopicNotͲforͲProfitEntities,theFoundationestablishesaliabilityforthefairmarketvalueofthe
endowment,whichisgenerallyequivalenttothepresentvalueoffuturepaymentsexpectedtobemade
backtothecharitableorganization.

5. BeneficialInterestinTrust

When either restricted or unrestricted resources are available for use, it is the City’s policy to use
restrictedresourcesfirst,andthenunrestrictedresources,astheyareneeded.

Assets whose use is restricted by legal requirements external to the City, are segregated on the
governmentͲwide statement of net assets and the proprietary fund statement of net assets. These legal
restrictions include bond covenants that establish debt reserves and use limitations, as well as building
feesandsystemsdevelopmentchargesthatarelegallyrestrictedbyapplicablestatestatutes.

In the governmentͲwide and the proprietary funds financial statements, inventories of materials and
supplies in the proprietary funds are stated at cost, using the firstͲin firstͲout method and are charged
againstoperationsasused.Also,advancepaymentsmadetovendorsforservicesthatwillbenefitperiods
beyondJune30arerecordedasprepaid.Theinventoriesinthegovernmentalfundsarenotsignificantat
theendofthefiscalyear.

4. Restrictedassets

3. Inventoriesandprepaiditems

In the proprietary funds, receivables include services provided but not billed. The enterprise funds’
receivablesincludebillingsforresidentialandcommercialcustomersutilizingtheCity’swater,wastewater,
andsurface waterservicesandarereportednetof anallowanceforuncollectibles,whichisdetermined
baseduponanestimatedpercentageofthereceivablebalance.

InthegovernmentͲwidefinancialstatements,propertytaxesandassessmentreceivablesarerecognizedas
revenuewhenearnedandareshownnetofanallowanceforuncollectibles.

D. Assets,liabilities,andnetassetsorequity,continued

1. Thereportingentityandsummaryofsignificantaccountingpolicies,continued

1. Thereportingentityandsummaryofsignificantaccountingpolicies,continued

2. Receivablesandpayables,continued

June30,2012

June30,2012

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services, and producing and delivering goods in
connectionwithaproprietaryfund’sprincipalongoingoperations.Includedwithintheprincipaloperating
revenuesoftheCity’swater,wastewater,andsurfacewaterfundsarealsofeesthatrecoverthecostof
connecting new customers to the City’s utility system. Operating expenses for the proprietary funds
include the cost of sales and services, administrative overhead, and depreciation on capital assets. All
revenuesandexpensesnotmeetingthisdefinitionarereportedasnonoperatingrevenuesandexpenses.

NotestotheBasicFinancialStatements

NotestotheBasicFinancialStatements

C. Measurementfocus,basisofaccountingandfinancialstatementpresentation,continued

CITYOFLAKEOSWEGO,OREGON
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$1,481,590
 1,628,934
511,582
$ 3,622,106

$1,788,368
 1,967,955
591,009
$ 4,347,332

$1,661,251
 1,925,798
542,834
$ 4,129,883

Valueasof
June30,2012
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Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest
incurredduringtheconstructionphaseofcapitalassetsofbusinessͲtypeactivitiesisincludedaspartofthe
capitalizedvalueoftheassetsconstructed.

Thecostsofnormalmaintenanceandrepairsthatdonotaddtothevalueoftheassetormateriallyextend
assetlivesarenotcapitalized.

Capital assets, which include land, buildings, improvements, equipment, infrastructure (e.g., streets,
bridges, sidewalks, and similar items) and intangibles, are reported in the applicable governmental or
businessͲtypeactivitiescolumnsinthegovernmentͲwidefinancialstatementsandintheproprietaryfund
statements.Capitalassetsaredefinedasassetswithaninitial,individualcostof$10,000ormoreandan
estimated useful life in excess of one year. Such assets are recorded at historical cost if purchased or
constructed.Donatedcapitalassetsarerecordedatestimatedfairmarketvalueatthedateofdonation.

7. Capitalassets

OngovernmentͲwidefinancialstatements,bondissuancecostsaredeferredandamortizedovertheterm
of the bonds using the straightͲline method, which approximates the effective interest method.  The
unamortizedportionisrecordedasunamortizedbondissuancecostsonthestatementofnetassets.

AdultCommunityCenterEndowmentFund
PublicLibraryEndowmentFund
PublicLibraryͲBischoffEndowmentFund

TheFoundation'sLakeOswegoEndowmentFunds:

Valueasof
June30,2011

Years
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In the fund financial statements, governmental fund types recognize bond premiums, discounts, and
issuance costs, as period costs in the year of issue. The face amount of debt issued and any related
premiumisreportedasotherfinancingsources,whilediscountsondebtissuancesarereportedasother
financing uses. Issuance costs, whether or not withheld from the actual debt proceeds received, are
reportedasdebtserviceexpenditures.

InthegovernmentͲwidefinancialstatements,andintheproprietaryfundfinancialstatements,longͲterm
obligationsarereportedasliabilitiesintheapplicablegovernmentalactivities,businessͲtypeactivities,or
proprietary fund type statement of net assets. When significant, bond premiums, discounts, amounts
deferredonrefundings,andissuancecostsaredeferredandamortizedovertheapplicablebondterm.

10. LongͲtermobligations

The City’s net OPEB obligation is recognized as a longͲterm liability in the governmentͲwide financial
statementsandintheproprietaryfundstatements,theamountofwhichisactuariallydetermined.

9. OtherPostemploymentBenefitsObligations

ItistheCity’spolicytopermitemployeestoaccumulateearnedbutunusedvacationandsickpaybenefits.
There is no liability for unpaid accumulated sick leave, since the City does not have a policy to pay any
amountswhenemployeesseparatefromservicewiththeCity.Allvacationpayisaccruedwhenincurredin
thegovernmentͲwideandproprietaryfundfinancialstatements.TheCityhaschosentoreportthemasa
currentliabilitybecausetheycanbeliquidatedatanytime.

20Ͳ50
30
5Ͳ15
5Ͳ10
50
40
75
0Ͳ50


Capitalassetsincludecontributionofcapitalassetsfromoutsidedevelopers.Revenuefromthesecapital
contributionsisreflectedincapitalgrantsandcontributionsonthestatementofactivities.8.
 Compensatedabsences

Buildingsandimprovements
Infrastructure
Vehicles
Machineryandequipment
Watersystems
Sewersystems
LakeInterceptor
Intangibles

Assets

ExhaustibleassetsoftheCity,aswellastheLakeOswegoRedevelopmentAgency,aredepreciatedusing
thestraightlinemethodoverthefollowingestimatedusefullives:

BasedupontheCity’sindirectaccesstothesefunds,theirrespectivefairvaluesareincludedintheGeneral
Fundasa nonͲcurrentasset (theseitemswereincluded in the ACCFundandtheLibraryFund’s balance
sheetpriortoconsolidationintotheGeneralFundatyearend).
Valueasof
June30,2010

D. Assets,liabilities,andnetassetsorequity,continued

1. Thereportingentityandsummaryofsignificantaccountingpolicies,continued

1. Thereportingentityandsummaryofsignificantaccountingpolicies,continued

7. Capitalassets,continued

June30,2012

June30,2012

5. BeneficialInterestinTrust,continued

NotestotheBasicFinancialStatements

NotestotheBasicFinancialStatements

D. Assets,liabilities,andnetassetsorequity,continued
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InthegovernmentͲwidestatementofnetassets,fundequityisreferredtoasnetassetsandissegregated
intothefollowingthreecomponents:1)amountinvestedincapitalassets,netofrelateddebt,2)legally
restrictedbyoutsidepartiesforaspecificpurpose,and3)unrestricted.



To preserve a sound financial system and to provide a stable financial base, the governing body has
adoptedaminimumendingfundbalancepolicyofvariousoperatingfundsatlevelssufficienttoprotect
theCity’screditaswellasitsfinancialpositionfromemergencies.ThesefundsincludetheGeneralFund,
theBondedDebtServiceFund,theGolfCourseFund,andtheTennisFacilityFund.

The City Council has approved the following order of spending regarding fund balance categories:
Restricted resources are spent first when both restricted and unrestricted (committed, assigned, or
unassigned)resourcesareavailableforexpenditures.Whenunrestrictedresourcesarespent,theorderof
spendingiscommitted(ifapplicable),assigned(ifapplicable),andlastlyunassignedfundbalance.

Unassigned–resourceswhichcannotbeproperlyclassifiedinoneoftheotherfourcategories.The
General Fund is the only fund that reports a positive unassigned fund balance amount.  Unassigned
balancesalsoincludedeficitsintheothergovernmentalfunds.

Assigned–resourcesneitherrestrictednorcommittedforwhichtheCityhasastatedintendeduseas
establishedbytheCityCouncilortheCityManagerforspecificpurposes.

Committed–resourceswhicharesubjecttolimitationstheCityimposesuponitselfbyCityCouncil,by
resolutionoftheCouncil.Commitmentsmaybemodifiedorrescindedbysimilarresolution.

Restricted–resourceswithconstraintsplacedontheuseofresourcesareeithera)externallyimposed
bycreditors(suchasthroughdebtcovenants),grantors,contributors,orlawsorregulationsofother
governments;orb)imposedbylawthroughconstitutionalprovisionsorenablinglegislation.

Nonspendable–resourceswhichcannotbespentbecausetheyareeithera)notinspendableformor;
b)legallyorcontractuallyrequiredtobemaintainedintact.

Fundbalanceisreportedinclassificationsthatcompriseahierarchybasedprimarilyontheextenttowhich
the City is bound to observe constraints imposed on the use of the resources reported in governmental
funds.Thoseclassificationsareasfollows:
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The City Council may change the budget throughout the year by transferring appropriations between
levelsofcontrolandbyadoptingsupplementalbudgets.Unexpectedadditionalresourcesmaybeaddedto
the budget through the use of a supplemental budget. Some supplemental budgets require hearings
beforethepublic,publicationsinnewspapersandapprovalbytheCityCouncil.Originalandsupplemental

The City Council legally adopts the budget by resolution before July 1. The resolution establishes
appropriationsforeachfundandsetsthelevelbywhichexpenditurescannotlegallyexceed
appropriations. In the general fund, community development fund, and public safety fund, the levels of
budgetarycontrolestablishedbyresolutionaresetatthedepartmentlevel.Forallotherfunds,thelevels
ofbudgetarycontrolestablishedbyresolutionarepersonalservices,materialsandservices,debtservice
capitaloutlay,transfersandoperatingcontingency.Appropriationslapseasoftheendofthefiscalyearfor
goodsorservicesnotyetreceived.

TheBudgetCommitteeconductspublichearingsforthepurposeofobtainingcitizens’comments,andthen
approves a budget and submits it to the City Council for final adoption. The approved expenditures for
eachfundmaynotbeincreasedbymorethan10percentbyCouncilwithoutreturningtotheBudget
Committeeforasecondapproval.AftertheCounciladoptsthebudgetandcertifiesthetotalofadvalorem
taxestobelevied,noadditionaltaxlevymaybemadeforthatbudgetperiod.

The budget document is required to contain specific detailed information for various revenue and
expenditure categories. Information on the past two years’ actual receipts and expenditures as well as
currentͲyearestimatesisalsoincludedinthebudgetdocument.

The City Manager is responsible for submitting a proposed budget to the Budget Committee, which is
comprisedoftheCityCouncilandanequalnumberofcitizensoftheCity.InLakeOswego,thebudgetis
presentedinthespringtotheBudgetCommitteeforthesubsequentbudgetperiod.TheCityisrequiredto
prepareabalancedbudgetforallfunds,subjecttothebudgetrequirements ofstatelaw,inaccordance
withOregonRevisedStatutes.Eachfundisbudgetedonthemodifiedaccrualbasisofaccounting.

Municipal budgets are adopted on a basis consistent with Oregon Revised Statutes (ORS 294 – Local
BudgetLaw).Theprocessunderwhichthebudgetisadoptedisdescribedinthefollowingparagraphs.

Thepreparationofthefinancialstatements,inconformitywithaccountingprinciplesgenerallyacceptedin
the United States of America, requires management to make estimates and assumptions that affect the
reportedamountsofassetsandliabilities,thedisclosureofcontingentassetsandliabilitiesatthedateof
thefinancialstatements,andthereportedamountsofrevenuesandexpensesduringthereportingperiod.
Actualamountscoulddifferfromthoseestimates.

2. Stewardship,compliance,andaccountability

D. Assets,liabilities,andnetassetsorequity,continued

1. Thereportingentityandsummaryofsignificantaccountingpolicies,continued

1. Thereportingentityandsummaryofsignificantaccountingpolicies,continued

12. Useofestimates

June30,2012

June30,2012

11. Fundbalance

NotestotheBasicFinancialStatements

NotestotheBasicFinancialStatements

D. Assets,liabilities,andnetassetsorequity,continued
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June30,2012

3. Detailednotesonallaccounts,continued

June30,2012

2. Stewardship,compliance,andaccountability,continued
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Cashonhand
Demanddepositswithfinancialinstitutions
Timecertificatesofdepositswithfinancialinstitutions
StateofOregonLocalGovernmentInvestmentPool

$12,849
7,369,830
1,222,067
42,328,714
$50,933,460

AtJune30,2012,theCity’scashandinvestmentsarecomprisedofthefollowing:



TheCityparticipatesintheStateofOregonLocalGovernmentInvestmentPool(LGIP),anopenͲended,noͲ
load diversified portfolio created under ORS 294.805 to 294.895 that is not registered with the U.S.
SecuritiesandExchangeCommissionasaninvestmentcompany.TheStateTreasureradministerstheLGIP
withtheoversightoftheOregonInvestmentCouncilandwiththeadviceoftheOregonShortTermFund
Board.Thesefunds mustbeinvested andmanaged,asaprudentinvestorwould,exercisingreasonable
care,skillandcaution.Investmentsinthefundarefurthergovernedbyportfolioguidelinesissuedbythe
Oregon ShortͲTerm Fund Board, which establish diversification percentages and specify the types and
maturities of investments. The Oregon Audits Division of the Secretary of State’s Office audits the LGIP
annually.

OregonRevisedStatuesandtheCity’sinvestmentpolicyauthorizetheCitytoinvestprimarilyingeneral
obligationsoftheU.S.Governmentanditsagencies,certainbondedobligationsofOregonmunicipalities,
bankrepurchaseagreements,bankers’acceptances,highͲgradecorporateindebtedness,andtheStateof
OregonLocalGovernmentInvestmentPool(LGIP).TheCity’sLGIPinvestmentsarereportedatfairvalue,
whichis100.08percentofpoolshares,atJune30,2012.

Deposits and investments.  The City maintains separate accountability by fund for cash and investments
accounts.  Deposits with financial institutions include bank demand deposits and time certificates of
deposit.  The combined book balance at June 30, 2012 was $8,591,897 and the total bank balance was
$9,021,954. The City’s deposits are insured by the Federal Deposit Insurance Corporation (FDIC) for
$9,021,954.  As required by Oregon Revised Statutes, deposits in excess of federal depository insurance
areheldataqualifieddepositoryforpublicfunds.Allqualifieddepositoriesforpublicfundsareincluded
inthemultiplefinancialinstitutioncollateralpoolthatismaintainedbyandinthenameoftheOfficeof
theStateTreasurer.

A. Cashandinvestments

3. Detailednotesonallaccounts

$19,472,027
10,870,780
$30,342,807

$20,590,653
Ͳ
$20,590,653

BusinessͲtype
Activities
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Custodialcreditrisk–investments.Foraninvestment,thisistheriskthat,intheeventofthefailureof
thecounterparty,theCitywillnotbeabletorecoverthevalueofitsinvestmentsorcollateralsecurities
that are in the possession of anoutside party.  The City has no investments at June 30,2012 subject to
custodialcreditrisk.

Concentration of credit risk. The City’s investment policy, as it relates to investing outside of the LGIP,
doesnotallowforaninvestmentinanysinglecorporateentityanditsaffiliatesorsubsidiariesthatisin
excessoffivepercentoftheCity’stotalinvestments(ORS294.035).

Creditrisk.Statelawlimitsinvestmentsincommercialpaperandcorporatebondstothetoptworatings
issuedbynationallyrecognizedstatisticalratingorganizations(NRSROs).ItistheCity’spolicytolimitits
investmentsintheseinvestmenttypestothetoptworatingissuedbyNRSROs.TheStateofOregonLocal
GovernmentInvestmentPool(LGIP)isnotratedbyNRSROs.

Interestraterisk.Inaccordancewithitsinvestmentpolicy,theCitymanagesitsexposuretodeclinesinfair
valuebylimitingtheindividualmaturitiesinitsinvestmentportfoliotoeighteenmonthsorless.

Custodial credit risk Ͳ deposits. Custodial credit risk is the risk that, in the event of failure of the
counterparty,theCitywillnotbeabletorecoverthevalueofitsdepositsthatareinthepossessionofan
outsideparty.AtJune30,2012,theCitydoesnothavedepositsexposedtocustodialcreditrisk.

Cashandinvestments
Unrestricted
Restricted
Totalcashandinvestments

Governmental
Activities

Cashandinvestmentsarereflectedonthebasicfinancialstatementsasfollows:

A. Depositsandinvestments,continued

NotestotheBasicFinancialStatements

NotestotheBasicFinancialStatements

budgets may be modified by the use of appropriation transfers between the levels of control. Such
transfers require approval by the City Council. During the 2011Ͳ12 fiscal year, the City Council approved
three supplemental budget resolutions, recognizing bond proceeds and appropriating additional
unanticipatedmoniesreceivedafterthebudgetwasadopted.

CITYOFLAKEOSWEGO,OREGON

CITYOFLAKEOSWEGO,OREGON

 75,462
 Ͳ
311,282
 Ͳ
$311,282

$1,651,353
744,431
306,120
 Ͳ
2,701,904

 Ͳ
$2,701,904

$ 235,820

LORA
DebtService

 (5,600)
$1,301,392

$ 505,499
 577,472
 37,684
 186,337
1,306,992

Other
(nonmajor)
Total

(5,600)
$4,314,578

$2,392,672
1,321,903
419,266
186,337
4,320,178

$12,400
25,400
6,900
44,700

 271,974
$ 2,525,603

 186,338
 186,338

$1,386,281
 204,416
 476,594
 2,067,291
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NoteReceivable.TheCityofLakeOswegoloaned$1,500,000toTriͲCountyMetropolitanTransportation
DistrictforthePortlandLakeOswegoTransitCorridorProjecttoassistwiththeDraftEnvironmental
ImpactStatement.TheintergovernmentalagreementwasdatedDecember1,2008.Theamountof
$1,800,000istoberepaidbySeptember30,2012.Thedifferencebetweentheamountloanedandthe
amounttoberepaidisbeingrecognizedbytheCityasinvestmentincomeusingthestraightͲlinemethod.
ThenoteiscurrentandhasabalanceatJune30,2012of$1,771,974.

TriͲMetnoteinterest
GeneralFund
Totalallowance

Liensandassessments:
NonmajorFunds

PropertyTaxes:
GeneralFund
RedevelopmentAgencyDebtServiceFund
NonmajorFunds


Governmentalfundsreportdeferredrevenueinthefundfinancialstatementsinconnectionwith
receivablesforrevenuesthatarenotconsideredtobeavailabletoliquidateliabilitiesofthecurrent
period.Thedeferredrevenuereportedinthegovernmentalfundswasasfollows:

Uncollectibles,businessͲtypeactivities:
WaterFund
WastewaterFund
SurfaceWaterFund
Totalallowance



ReceivablesoftheCity’sbusinessͲtypeactivitiesarereportednetofallowanceforuncollectibleamounts.
Totalestimateduncollectibleamountsrelatedtoreceivablesasoftheendofthefiscalyearareasfollows:

Receivables:
Propertytaxes
Accounts
Interest
Assessments
Grossreceivables
Less:allowance
foruncollectibles
Netreceivables

General

(1,024,801)
$7,877,681

$ (5,891,015)

Ͳ
Ͳ
395,706
Ͳ
Ͳ

 57





Depreciationexpense(governmental)

Generalgovernment
Publicsafety
Cultureandrecreation
Highwaysandstreets

$5,131,315

$831,914
507,966
1,549,353
2,242,082

Depreciationexpensewaschargedtofunctions/programsasfollows:

$138,027,402

 (164,923)

(5,131,315)

Tota l a ccumul a teddepreci a t (61,691,540)
Tota l ca pi ta l a s s ets
bei ngdepreci a ted,net
83,123,558
Governmenta l a cti vi ti es
ca pi ta l a s s ets ,net

395,706

(652,333)
(1,150,464)
(602,960)
(2,710,671)
(14,887)

 (560,629)

(7,920,826)
(10,783,547)
(7,468,123)
(35,509,632)
(9,412)

4,106,514

Ͳ
Ͳ
(560,629)
Ͳ
Ͳ
144,815,098

1,522,481
261,646
495,094
1,755,293
72,000

 (5,726,092)

8,902,482

Lessaccumulateddepreciationfor:
Bui l di ngs
Improvements othertha nbui l di n
Ma chi nerya ndequi pment
Infra s tructure
Inta ngi bl es

30,620,929
21,422,861
9,781,000
82,861,117
129,191

$Ͳ
(5,726,092)

Reductions
$2,528,934
6,373,548

Additions

Capitalassets,beingdepreciated:
Bui l di ngs
Improvements othertha nbui l di n
Ma chi nerya ndequi pment
Infra s tructure
Inta ngi bl es
Tota l ca pi ta l a s s ets ,
bei ngdepreci a ted

Beginning
Governmentalactivities:
balances
Capitalassets,notbeingdepreciated:
La nda ndl a ndi mprovements
$54,308,079
Cons tructi oni nprogres s
595,765
Tota l ca pi ta l a s s ets ,
notbei ngdepreci a ted
54,903,844

Primarygovernment

CapitalassetactivityforthefiscalyearendedJune30,2012wasasfollows:

3. Detailednotesonallaccounts,continued

3. Detailednotesonallaccounts,continued
C. Capitalassets

June30,2012

June30,2012

Receivables as of the fiscal year ended June 30, 2012 for the City’s governmental activities, net of the
allowanceforuncollectibleamounts,areasfollows:

NotestotheBasicFinancialStatements

NotestotheBasicFinancialStatements

B. Receivables
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$140,014,068

81,933,834

(66,427,149)

(8,573,159)
(11,934,011)
(7,675,377)
(38,220,303)
(24,299)

148,360,983

32,143,410
21,684,507
9,715,465
84,616,410
201,191

58,080,234

$56,837,013
1,243,221

Ending
balances

$183,045,017



 (9,894)

167,178,400

Bus i nes s Ͳtypea cti vi ti es
ca pi ta l a s s ets ,net
$(4,248,963)

(619,748)

Ͳ
Ͳ
Ͳ
Ͳ

(619,748)

Ͳ
Ͳ
(619,748)
Ͳ
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Water
Wastewater
Surfacewater
MaintenanceSvcs&MotorPool
Engineering
Golfcourse
Tennisfacility
Depreciationexpense(businessͲtype)

$1,344,771
2,616,613
621,105
50,323
5,271
46,117
20,517
$4,704,717

Depreciationexpensewaschargedtofunctions/programsasfollows:

$19,390,719

(631,478)
(3,624,814)
(448,425)
(4,704,717)

4,694,823

233,541,721

(13,711,304)
(45,531,448)
(7,120,569)
(66,363,321)

284,022
3,292,897
1,117,904
Ͳ

(3,629,215)

19,400,613

29,283,380
190,425,090
13,641,521
191,730

$Ͳ
Ͳ
(3,629,215)

Reductions

$Ͳ
Ͳ
19,400,613

Additions

Lessaccumulateddepreciationfor:
Bui l di ngs
Improvements othertha nbui l di n
Ma chi nerya ndequi pment
Tota l a ccumul a teddepreci a t
Tota l ca pi ta l a s s ets
bei ngdepreci a ted,net

Capitalassets,beingdepreciated:
Bui l di ngs
Improvements othertha nbui l di n
Ma chi nerya ndequi pment
Inta ngi bl es
Tota l ca pi ta l a s s ets ,
bei ngdepreci a ted

BusinessͲtypeactivities:
Capitalassets,notbeingdepreciated:
La nda ndl a ndi mprovements
$4,467,986
Inta ngi bl es
Ͳ
Cons tructi oni nprogres s
11,398,631
Tota l ca pi ta l a s s ets ,
notbei ngdepreci a ted
15,866,617

Beginning
balances



$(123,306)

(315,036)

Ͳ
Ͳ
(123,306)
(123,306)

(191,730)

Ͳ
Ͳ
Ͳ
(191,730)

191,730

$Ͳ
191,730
Ͳ

Reclasses&
adjustments

$198,063,467

166,233,722

(14,342,782)
(49,156,262)
(7,692,300)
(71,191,344)

237,425,066

29,567,402
193,717,987
14,139,677
Ͳ

31,829,745

$4,467,986
191,730
27,170,029

Ending
balances

$1,381,405
3,461,247
14,790,450
985,074
4,285,366
706,777
$25,610,319

Expended
through6/30/12

$1,398,450
687,030
18,731,299
776,224
188,751
420,265
$22,202,019

Remaining
commitment





Totalinterfundtransfers

Governmentalfunds:
General
LORADebtService
Nonmajorgovernmental
Totalgovernmentalfunds
Proprietaryfunds:
Water
Nonmajorproprietary
Totalproprietaryfunds
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$(20,040,197)

(293,178)
Ͳ
(293,178)

Ͳ
 133,000
 133,000
$20,040,197

$ (249,000)
 (4,803,000)
 (14,695,019)
 (19,747,019)

Transferto
otherfunds
$ 517,178
 14,471,019
 4,919,000
 19,907,197

Transferfrom
otherfunds

InterfundtransfersforthefiscalyearendedJune30,2012areasfollows:

$Ͳ

(293,178)
133,000
(160,178)

$268,178
9,668,019
(9,776,019)
160,178

Net



During the fiscal year, the City made a transfer of $4,433,000 from the Urban Renewal Agency’s debt
servicefundtononͲmajorgovernmentalfunds.Thistransferoftaxincrementrevenuesthatareinexcess
of the annual debt service requirements, is to cover urban renewal expenditures accounted for in the
capitalprojectsfund.

Transfers between funds provide support for various City programs in accordance with budgetary
authorizations.

D. Interfundtransfers

Streetrehabilitation
Lakeinterceptorandothersewerprojects
LakeOswego/TigardWaterExpansion
Waterandsurfacewaterprojects
LakeOswegoRedevelopmentprojects
Variousothermiscellaneousprojects

Project

The City has active construction projects as of June 30, 2012, including A Avenue Rehabilitation Project;
LORA’sNorthAnchorProject;CIPP(Curedinplacepipe)partoftheLakeOswegoInterceptorSewer(LOIS)
project;RosemontTrail;andtheLakeOswego/TigardWaterExpansion.AsofthefiscalyearͲend,theCity’s
commitmentsareasfollows:

Constructioncommitments

C. Capitalassets,continued

3. Detailednotesonallaccounts,continued

3. Detailednotesonallaccounts,continued



June30,2012

June30,2012



NotestotheBasicFinancialStatements

NotestotheBasicFinancialStatements

C. Capitalassets,continued
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June30,2012

3. Detailednotesonallaccounts,continued

June30,2012

3. Detailednotesonallaccounts,continued

$ 2,690,000
 2,135,000
 1,895,000
 1,965,000
 1,745,000
 5,530,000
$15,960,000

Principal
$ 609,254
 498,275
 420,375
 351,256
 278,344
 576,710
$2,734,214

Governmentalactivities
Interest
Total
$3,299,254
 2,633,275
 2,315,375
 2,316,256
 2,023,344
 6,106,710
$18,694,214
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Revenue bonds.  The City also issues revenue bonds and pledges income derived from the acquired or
constructedassetstopaydebtservice.Duringfiscalyear2004Ͳ05,theCityissuedsurfacewaterrevenue
bonds for improvements to the City’s surface water management system in the amount of $3,000,000
having a final maturity in May 2024. During fiscal year 1999Ͳ00, the City issued water revenue bonds
relatingtovariousinfrastructureimprovementstotheCity’swatersystemintheamountof$7,185,000,

OnSeptember23,2011,theCitysecureda$10,000,000nonͲrevolvinglineͲofͲcreditforinterimfinancing
ofupcomingurbanrenewalprojects.ThevariableinterestrateatJune30,2012was1.05%.Therateis
recalculated quarterly. The principle balance at June 30, 2012 was $2,500,000.  This will be due and
payableonOctober1,2014.


LineofCredit.OnJuly6,2006,abanklineͲofͲcreditinthetotalamountof$25millionwassecured.This
fundingsourcecontinuestofinancetheWestEndBuildingproperty.TheoriginallineͲofͲcreditbalance
wasdueandpayableJuly6,2009,butwasrefinancedinfiscalyear2010andwasreducedto$21million.
ThislineͲofͲcreditwasrefinancedJuly1,2011.ThevariableinterestrateatJune30,2012was0.9%.The
principle balance at June 30, 2012 was $19,306,913.  The rate is recalculated quarterly.  There is an
$850,000principlepaymentpayableeachyearandthebalancewillbedueandpayableonJuly1,2014.

2013
2014
2015
2016
2017
2018Ͳ22

Fiscalyear
endingJune30,

Annual debt service requirements to maturity for general obligation bonds, which have stated interest
ratesthatrangefrom2Ͳ5.25%,areasfollows:

TheCityissuesavarietyofdebttypesforthepurposeofcarryingoutitscapitalfinancingactivities.The
varioustypesofdebtarediscussedbelow.OutstandingdebtamountsareasofJune30,2012.

General obligation bonds.  General obligation bonds are direct obligations and pledge the full faith and
creditoftheCity.TheCityissuesgeneralobligationbondstofinancethepurchaseofmajorcapitalitems
and the acquisition or construction of major capital facilities. The original amount of the outstanding
generalobligationbondsissuedinprioryearstotals$30,845,000.

$2,810,753

$ 785,000
 815,000
 850,000
 885,000
 935,000
 3,400,000
 2,035,000
 360,000
$ 10,065,000

2013
2014
2015
2016
2017
2018Ͳ22
2023Ͳ27
2028

Total

$12,875,753

$1,193,561
1,191,561
1,193,261
1,193,561
1,206,336
4,218,482
2,311,116
367,875



$4,523,550

$ 440,000
450,000
470,000
480,000
485,000
 2,655,000
 3,160,000
 2,990,000
$11,130,000

2013
2014
2015
2016
2017
2018Ͳ22
2023Ͳ27
2028Ͳ31
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$384,575
375,775
355,525
346,125
336,525
 1,460,425
 960,000
 304,600

Principal

Fiscalyear
endingJune30,

Total

$15,653,550

$824,575
825,775
825,525
826,125
821,525
4,115,425
4,120,000
3,294,600

FF&Cgovernmentalactivities
Interest



FullFaithandCreditobligations.InJune2009andSeptember2010theCityissued$60millionand$35
million,respectively,inFullFaithandCreditobligationsfortheLakeOswegoInterceptorSewerproject.

TheninJune2012theCityissued$11,500,000ofFullFaithandCreditobligationstorefundVariableRate
Tax Increment Revenue Bonds Ͳ Series 2005A for the Lake Oswego Redevelopment Agency (LORA) – a
blended component unit of the City, to finance urban renewal projects, and pay costs of issuance.  The
debtservicewillbepaidfromtaxincrementrevenuesgeneratedfromtherespectiveurbanrenewalarea.

AnnualdebtservicerequirementstomaturityfortheFullFaithandCreditobligations,whichhavestated
interestratesthatrangefrom2Ͳ5%,areinthefollowingtwotables:

$ 408,561
 376,561
 343,261
 308,561
 271,336
 818,482
 276,116
 7,875

Principal

Fiscalyear
endingJune30,

BusinessͲtypeactivities
Interest

Annualdebtservicerequirementstomaturityfortherevenuebonds,whichhavestatedinterestratesthat
rangefrom3Ͳ5%,areasfollows:

$4,505,000ofwhichwererefundedinfiscalyear2007Ͳ08withproceedsfroma2007revenuebondissue
of$9,560,000.The2007revenuebondsarebeingrepaidbyenterprisefundrevenues.Forthefiscalyear
endedJune30,2012,theCitywasincompliancewiththecovenantsassociatedwiththesebonds.

E. LongͲtermobligations,continued
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E. LongͲtermobligations
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$50,803,925

$95,000,000

2013
2014
2015
2016
2017
2018Ͳ22
2023Ͳ27
2028Ͳ32
2033Ͳ35

Total

$ 145,803,925

$6,365,532
6,367,582
6,367,907
6,364,807
6,359,632
31,770,221
31,672,334
31,441,285
19,094,625



2,448,552
1,969,525

Compensatedabsences
AccruedOPEBObligation

$56,429,990

20,156,913
Ͳ
Ͳ

Lineofcredit
NonͲrevolvingWEBloan
NonͲrevolvingLORA

Totalgovernmentalactivities

Ͳ
Ͳ
11,500,000
15,040,000
791,631
15,831,631

9,665,000
3,610,000
Ͳ
31,855,000
Ͳ
31,855,000

 62

$38,863,176

116,638
257,994

Ͳ
20,156,913
2,500,000

$Ͳ
Ͳ
Ͳ
Ͳ
3,540,000

$3,550,000
8,650,000
1,270,000
5,110,000
Ͳ

Additions

Governmentalactivities:
Generalobligationbonds
Series2001OpenSpace&Fields
Series2003Parks,Fields&Pathways
Series2003ͲAG.O.Refunding
Series2006ͲAG.O.Refunding
Series2011Refunded
Urbanrenewalbonds
Series2005ͲA
Series2005ͲB
Series2011ALORAFF&C
Totalbonds
Unamortizedbondpremium
Totalbondsandpremiumpayable

Beginning
balance

$(40,858,832)

Ͳ
Ͳ

(20,156,913)
(850,000)
Ͳ

(9,665,000)
(3,610,000)
(370,000)
(19,805,000)
(46,919)
(19,851,919)

$(3,550,000)
(995,000)
(625,000)
(615,000)
(375,000)

Reductions

$54,434,334

2,565,190
2,227,519

Ͳ
19,306,913
2,500,000

Ͳ
Ͳ
11,130,000
27,090,000
744,712
27,834,712

$Ͳ
7,655,000
645,000
4,495,000
3,165,000

Ending
balance

$6,592,123

2,565,190
Ͳ

Ͳ
850,000
Ͳ

Ͳ
Ͳ
440,000
3,130,000
46,933
3,176,933

$Ͳ
1,035,000
645,000
645,000
365,000

Duewithin
oneyear


Changes in longͲterm obligations.  LongͲterm debt information is presented separately with respect to
governmentalandbusinessͲtypeactivities.ThefollowingtableshowsthefiscalyearchangesinlongͲterm
debtoutstanding,alongwiththecurrentportionforeachbondissue.Also,forthegovernmentalactivities,
compensated absences are liquidated by each governmental fund that has payroll expenditures, which
includestheGeneralFund.ContingentclaimsareliquidatedbytheGeneralFund.

$3,525,532
 3,462,582
 3,397,907
 3,319,807
 3,239,632
 14,670,221
 11,177,334
 6,731,285
 1,279,625

Principal

$2,840,000
 2,905,000
 2,970,000
 3,045,000
 3,120,000
17,100,000
20,495,000
24,710,000
17,815,000

Fiscalyear
endingJune30,

E. LongͲtermobligations,continued
FF&Cbusinessactivities
Interest

June30,2012

June30,2012

492,250

AccruedOPEBObligation







$79,466

65,500

13,966

$Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ

Additions

$(882,557)

Ͳ

Ͳ

$(135,000)
(615,000)
Ͳ
Ͳ
(750,000)
(132,557)
(882,557)

Reductions

$108,361,799

557,750

474,218

$2,155,000
7,910,000
60,000,000
35,000,000
105,065,000
2,264,831
107,329,831

Ending
balance

$4,231,775

Ͳ

474,218

$140,000
645,000
1,690,000
1,150,000
3,625,000
132,557
3,757,557

Duewithin
oneyear
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Liabilities are reported when it is probable that a loss has occurred and the amount of the loss can be
reasonably estimated. The agreement with CIS provides that CIS will be selfͲsustaining through member
premiums and will reinsure through commercial companies for claims in excess of $500,000 for each
insured event. The City carries commercial insurance for all other risks of loss, including workers’
compensationandemployeehealthandaccidentinsurance.Settledclaimshavenotexceededcommercial
coverageinanyofthethreepriorfiscalyears.

TheCityisexposedtovariousrisksoflossrelatedtotorts;theftof,damagetoanddestructionofassets;
errorsandomissions;injuriestoemployees;andnaturaldisasters.Significantrealandpersonalproperty
exposuresarecoveredforlossfromallperilsuptoa$5,000,000limitthroughamunicipalinsurancepool,
subject to a $75,000 aggregate deductible. For its general insurance coverage, the City pays an annual
premiumtoCity/CountyInsuranceServices(CIS),a publicentity riskpoolcurrentlyoperatingacommon
riskmanagementandinsuranceprogram.

A. Riskmanagement


4. Otherinformation

$109,164,890

460,252

Compensatedabsences

TotalbusinessͲtypeactivities

$2,290,000
8,525,000
60,000,000
35,000,000
105,815,000
2,397,388
108,212,388

Beginning
balance
BusinessͲtypeactivities:
Revenuebonds/BAN/FullFaith&Credit
Series2005SurfaceWater
Series2007Water
Series2009WastewaterFF&C
Series2010WastewaterFF&C
Totalrevenuebonds/BAN
Unamortizedbondpremium
Bonds/BAN/FFCandpremiums



E. LongͲtermobligations,continued

3. Detailednotesonallaccounts,continued
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ThetitlefortheCityofTigard’sshareoftheprojectshalltransferuponcompletionoftheexpansionofthe
existing supply facilities, expected in 2016.  Project costs are located in construction in progress in the
Water Fund.  Upon completion, the City will record a reduction in capital by the total amount paid by
Tigard.ThetotalpaymentsfromTigardasofJune30,2012were$15,997,917andisshownasalongͲterm
liabilityintheWaterFund.

LakeOswegoisthemanagingagencytomanagetheoperation,maintenance,repairandreplacementof
theexistingsupplyfacilitiesandtomanagetheplanning,design,andconstructionoftheinitialexpansion
oftheProject.EachCityisobligatedtofundtheprojectintheproportionsstatedintheintergovernmental
agreement.  The City of Lake Oswego has financed its portion through the transfer of previously issued
waterrevenuebonds.

The Lake OswegoͲTigard Water Partnership is a joint operation established August 6, 2008 between the
CityofLakeOswegoandtheCityofTigardtodesign,construct,operate,andmaintainjointwatersupply
facilities.  The Lake OswegoͲTigard Water Partnership was established to retrofit and expand the City of
LakeOswego’swatersupplyfacilitiesandallowTigardtoacquireanownershipinterest.

D. JointOperation

In1983theCityenteredintoanagreementwiththeCityofPortlandtoprocesstheCity’ssewageforfifty
years.  The applicable treatment plant is owned and operated by the City of Portland and the City is
obligatedtomakepaymentstotheCityofPortlandforusageoftheplant,baseduponnormaluserfees
estimated at $2 million annually. At the end of the fifty years, the term changes to “in perpetuity” until
either party provides a fiveͲyear advance written notice to the other.  If the City terminates this
agreement,theCityisrequiredtopayitsshareofanyremainingunͲdepreciatedportionofthefacility,as
determinedintheuseagreementatthetimeoftermination.

As of June 30, 2012, the City had commitments of approximately $24.9 million, which includes $22.2
millionforthevariousconstructionprojects,asdescribedinNote3.C.onpage59.

C. Commitments
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TheCityoffersitsemployeesadeferredcompensationplan(thePlan)createdinaccordancewithInternal
Revenue Code Section 457. The Plan, available to all regular, salaried City employees, permits them to
deferaportionoftheirsalaryuntilfutureyears.ParticipationinthePlanisoptional.

F. Deferredcompensationplan

Annualpensioncost.TheCity’scontributionstoPERSfortheyearsendingJune30,2010,2011,and2012
were $3,937,889, $4,110,519 and $5,048,813 respectively, which equaled the required contribution for
eachoftheseyears.

Fundingpolicy.MembersofPERSarerequiredtocontribute6%oftheirsalarycoveredundertheplan,
whichisinvestedintheOPSRPIndividualAccountProgram.Theemployerisallowedtopayanyorallof
theemployees’contributioninadditiontotherequiredemployer’scontribution.Forthefiscalyearended
June 30, 2012, the City contributed all of the 6% contribution on behalf of the employees. The City is
required by ORS 238.225 to contribute at an actuarially determined rate for the qualifying employees
undertheOPSRPplan,andageneralservicerateforthequalifyingemployeesundertheOPSRPplan.The
PERS and the OPSRP rates in effect for the fiscal year ended June 30, 2012 were 15.54% and 11.28%,
respectively.TheOPSRPrateapplicabletopoliceandfirepersonnelandrelatedpayroll,ineffectforthe
fiscal year ended June 30, 2012, was 13.99%. The contribution requirements for plan members are
establishedbyORSChapter238andmaybeamendedbyanactoftheOregonLegislature.

BothPERSplansprovideretirementanddisabilitybenefits,postemploymenthealthcarebenefits,annual
costͲofͲliving adjustments, and death benefits to plan members and beneficiaries. PERS is administered
under Oregon Revised Statue Chapter 238, which establishes the Public Employees Retirement Board as
the governing body of PERS. PERS issues a publicly available financial report that includes financial
statementsandrequiredsupplementaryinformation.ThisreportmaybeobtainedbywritingtoPERS,PO
Box23700,Tigard,OR97281Ͳ3700orbycalling(503)598Ͳ7377.

Plandescription.TheCitycontributestotwopensionplansadministeredbytheOregonPublicEmployees
RetirementSystem(PERS).The OregonPublic EmployeesRetirement Fund(OPERF)appliestotheCity’s
contribution for qualifying employees who were hired before August 29, 2003, and is a costͲsharing
multipleͲemployerdefinedbenefitpensionplan.TheOregonPublicServiceRetirementPlan(OPSRP)isa
hybrid successor plan to the OPERF and consists of two programs:  The Pension Program, the defined
benefitportionoftheplan,appliestoqualifyingCityemployeeshiredafterAugust29,2003.Benefitsare
calculatedbyaformulaformemberswhoattainnormalretirementage.Theformulatakesintoaccount
finalaveragesalaryandyearsofservice.AsofJanuary1,2004,allPERSmembercontributionsgointothe
IndividualAccountProgram(IAP),thedefinedcontributionportionoftheplan.PERSmembersretaintheir
existingPERSaccounts,butanyfuturemembercontributionsaredepositedintothemember’sIAP,notthe
member’sPERSaccount.

4. Otherinformation,continued

4. Otherinformation,continued

TheCityiscontingentlyliablewithrespecttolawsuitsandotherclaimsincidentaltotheordinarycourseof
itsoperations.Theseclaimsaregenerallycoveredbyinsuranceandareofthetypeswhicharenormalin
view of the City’s operations. City management believes the total amount of liability, if any, which may
arisefromsuchclaimsandlawsuitsbeyondthatwhichiscoveredbyinsurancewouldnothaveamaterial
effectontheCity’sfinancialconditionoritsactivitiesasnowconducted.

June30,2012

June30,2012

E. Employeeretirementpensionplan
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B. Contingentliabilities
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Employee
Emp+child(s)
Employee+1
FullFamily



$619
1,113
1,234
1,732

PacSce/VSP

$530
954
1,060
1,590
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Kaiser

Health/Vision

$61
97
122
 170

ODS

Dental

$68
122
135
203

Kaiser

TherequiredmonthlycontributionsoftheplanmemberswereasfollowsforthefiscalyearendedJune30,
2012.

FundingPolicy.TheCitycollectsinsurancepremiumsfromallretireeseachmonthanddepositstheminto
arestrictedinsurancepremiumaccount.TheCitythenpayshealthinsurancepremiumsforallretireesat
tieredratestotheinsurancecompany.Therequiredcontributionstotheplanincludetheemployer'spayͲ
asͲyouͲgo amount, an amount paid by retirees, and an additional amount calculated to prefund future
benefits as determined by the actuary.  For fiscal year ended June 30, 2012, the City retirees paid 100
percentoftheirinsurancepremiumcosts.TheCityhaselectedtonotprefundtheactuariallydetermined
futurecostamountof$2,785,269.

Plan Description. As required by Oregon Revised Statutes 243.303, the City provides a singleͲemployer
plantoprovideretireeswithaccesstogrouphealthanddentalinsurancefromthedateofretirementto
age65atthesamerateprovidedtocurrentemployees.GASB45isapplicabletotheCitydueonlytothe
implicitratesubsidy.This"plan"isnotastandͲaloneplanandthereforedoesnotissueitsownfinancial
statements.

G. PostemploymentHealthcarePlan(implicitsubsidy)

InaccordancewithGASBNo.32,AccountingandFinancialReportingforInternalRevenueCodeSection457
DeferredCompensationPlans,theCitycreatedaTrust(theCityofLakeOswegoDeferredCompensation
Trust) and transferred all Plan assets to that Trust on December 31, 1998. All property and rights
purchasedwiththoseamounts,andallincomeattributabletothoseamounts,property,orrightsaresolely
the property and rights of the employee Trust, held for the exclusive benefit of participants and their
beneficiaries,andarenotsubjecttotheclaimsoftheCity’sgeneralcreditors.

$308,918
308,459
617,377
98,471
(167,300)
Ͳ
(225,054)
323,494
2,461,775
$2,785,269











AnnualOPEBCost
$548,548
700,997
665,303
957,832
912,128

FiscalYearEnded
06/30/2012
06/30/2011
06/30/2010
06/30/2009
06/30/2008
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41%
29% 
26%
23%
20%

Percent ofAnnualOPEB
CostContribution

$2,785,269
 2,461,775
 1,961,367
 1,470,943
 732,488

NetOPEBObligation

The City's annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the net
OPEBobligationwereasfollows: 

Employer'snormalcostatyearend
AmortizationofUAALwithinterest
AnnualRequiredContribution(ARC)
InterestonprioryearNetOPEBObligation
AdjustmenttoARC
Lesscontribution(amountspaidduringyearforOPEB)
Implicitbenefitpayments
IncreaseinNetOPEBObligation
OPEBobligationatbeginningofyear
OPEBobligationatendofyear(June30,2012)

ThefollowingtableshowsthecomponentsoftheCity'sannualOPEBcostfortheyear,theamountactually
contributedtotheplan,andchangesintheCity'sOPEBobligationtotheplan.

Annual OPEB Cost and Net OPEB Obligation. The City's annual other post employment benefit cost is
calculated based on the annual required contribution of the employer (ARC), an amount actuarially
determined in accordance with the parameters of GASB Statement 45.  The ARC represents a level of
funding that, if paid on an ongoing basis, is projected to cover normal cost each year and amortize any
unfundedactuarialliabilitiesoveraperiodof15years

PaymentfromthePlanisnotavailabletoemployeesuntiltermination,retirement,deathorunforeseeable
emergency.

TheCityworkswithtwoseparateinvestmentproviderswhoalsoprovidethirdͲpartyadministrationforall
deferred compensation program funds. Participating employees have several investment options with
varyingdegreesofmarketrisk.TheCityhasnoliabilityforlossesunderthePlanbutdoeshavethedutyto
administertheplaninaprudentmanner.

G. PostemploymentHealthcarePlan(implicitsubsidy),continued

F. Deferredcompensationplan,continued



June30,2012

June30,2012
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0.00%
$23,228,014
18.17%

Fundedratio(actuarialvalueofplanassets/AAL)
Coveredpayroll(activeplanmembers)
UAALasapercentageofcoveredpayroll
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Plan Description. As a member of Oregon Public Employees Retirement System (OPERS) the City
contributestotheRetirementHealthInsuranceAccount(RHIA)foreachofitseligibleemployees.RHIAisa
costͲsharing multipleͲemployer defined benefits other postemployment benefit plan administered by
OPERS. RHIA pays a monthly contribution toward the cost of Medicare companion health insurance
premiumsofeligibleretirees.OregonRevisedStatute(ORS)238.420establishedthistrustfund.Authority

H. RetirementHealthInsuranceAccount(RHIA)

In the August 1, 2010 actuarial valuation, the entry age normal actuarial cost method was used. The
actuarialassumptionsincludeda4percentinvestmentrateofreturn(netofadministrativeexpenses)and
an annual healthcare cost trend rate of 8.5 percent, reduced by decrements to an ultimate rate of 5
percent.TheUAALisbeingamortizedusingthelevelpercentageofpayrolloveranopenperiodoffifteen
(15)years.

ActuarialMethodsandAssumptions.Projectionsofbenefitsforfinancialreportingpurposesarebasedon
the substantive plan (the plan as understood by the City and plan members) and include the types of
benefits provided at the time of each valuation and the historical pattern of sharing of benefit costs
betweentheCityandplanmemberstothatpoint.Theactuarialmethodsandassumptionsusedinclude
techniquesthataredesignedtoreduceshortͲtermvolatilityinactuarialaccruedliabilitiesandtheactuarial
valueofassets,consistentwiththelongͲtermperspectiveofthecalculations.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about future employment, mortality, and the healthcare cost trend.  Amounts determined
regarding thefundedstatusoftheplanand theannualrequiredcontributionsoftheCity aresubjectto
continual revision as actual results are compared with past expectations and new estimates are made
aboutthefuture.

$4,220,339
Ͳ
$4,220,339

Actuarialaccruedliability(AAL)
Actuarialvalueofplanassets
Unfundedactuarialaccruedliability(UAAL)

The citizens of the State of Oregon approved the first property tax limitation in 1990 – Measure 5. This
limitationdividespropertytaxesintoaneducationcategoryandanonͲeducationcategory.Thetaxratein
the education category was limited to $5 per thousand of real market value for fiscal year 1995Ͳ96 and
thereafter.ThenonͲeducationcategorywaslimitedto$10perthousandofrealmarketvalue.Althoughall
nonͲeducationtaxestotheCitycurrentlydonotexceedthe$10per$1,000ofpropertyrealmarketvalue
limitation;thislimitationmayaffecttheavailabilityoffuturetaxrevenuesfortheCity.Asecondproperty
tax limitation was approved in November 1996 and later modified in May 1997 – Measures 47 and 50,
respectively. This limitation set a maximum permanent tax rate for the City exclusive ofbonded debt at
$5.0353per$1,000assessedvalue.Assessedvaluescanonlygrowbyamaximumof3percent,exclusiveof
newconstructionandannexations.
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I. PropertyTaxLimitation

ParticipatingcitiesarecontractuallyrequiredtocontributetoRHIAatarateassessedeachyearbyOPERS,
currently0.59%ofannualcoveredpayroll.TheOPERSBoardofTrusteessetstheemployercontribution
ratebasedontheannualrequiredcontributionoftheemployers(ARC),anamountactuariallydetermined
inaccordancewiththeparametersofGASBStatement45.TheARCrepresentsaleveloffundingthat,if
paidonanongoingbasis,isprojectedtocovernormalcosteachyearandamortizeanyunfundedactuarial
liabilities(orfundingexcess)oftheplanoveraperiodnottoexceedthirtyyears.TheCity'scontributions
to RHIA for the year ended June 30, 2012 and June 30, 2011, were $134,605 and $66,744, respectively,
whichequaledtherequiredcontributionsforthoseyears.

Funding Policy. Because RHIA was created by enabling legislation (ORS 238.420), contribution
requirements of the plan members and the participating employers were established and may be
amendedonlybytheOregonLegislature.ORSrequirethatanamountequalto$60orthetotalmonthly
costofMedicarecompanionhealthinsurancepremiumscoverage,whicheverisless,shallbepaidfromthe
RetirementHealthInsuranceAccountestablishedbytheemployer,andanymonthlycostinexcessof$60
shallbepaidbytheeligibleretiredmemberinthemannerprovidedinORS238.410.Tobeeligibleto
receivethismonthlypaymenttowardthepremiumcostthemembermust:(1)haveeightyearsormoreof
qualifyingserviceinPERSatthetimeofretirementorreceiveadisabilityallowanceasifthememberhad
eightyearsormoreofcreditableserviceinPERS,(2)receivebothMedicarePartsAandBcoverage,and(3)
enrollinaPERSͲsponsoredhealthplan.AsurvivingspouseordependentofadeceasedPERSretireewho
waseligibletoreceivethesubsidyiseligibletoreceivethesubsidyifheorshe(1)isreceivingaretirement
benefitorallowancefromPERSor(2)wasinsuredatthetimethememberdiedandthememberretired
beforeMay1,1991.

to establish and amend the benefit provisions of RHIA reside with the Oregon Legislature.  The plan is
closed to new entrants after January 1, 2004.  OPERS issues a publicly available financial report that
includes financial statements and required supplementary information. That report may be obtained by
writingtoOregonPublicEmployeesRetirementSystem,POBox23700,Tigard,OR97281Ͳ3700.

4. Otherinformation,continued

4. Otherinformation,continued

FundedStatusandFundingProgress.ThefundedstatusoftheplanasofAugust1,2010(thedateofthe
mostrecentactuarialvaluation),wasasfollows:

June30,2012

June30,2012

H. RetirementHealthInsuranceAccount(RHIA),continued
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Also in July 2012, LORA – a blended component unit, purchased property for $1.9 million.  The land
acquisitionispartofthelargerNorthAnchorurbanrenewalproject.

InJuly2012,theCityCouncilapproved$80millionoffullfaithandcreditobligationstofinanceupcoming
expendituresontheLOͲTigardWaterPartnershipproject.TheCounciladditionallyapproved$30millionin
interimfinancingfortheproject.

J. SubsequentEvents

4. Otherinformation,continued

June30,2012
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SchedulesofResourcesandRequirements
BudgettoActual

REQUIREDSUPPLEMENTARYINFORMATION
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Thispageintentionallyleftblank
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ThisfundaccountsforthefinancialoperationsoftheCitywhicharenotaccountedforinanyother
fund.Principalsourcesofrevenuearepropertytaxes,salesandservices,franchisefees,countylibrary
levy,andchargesforadministrativeservicesprovidedtootherfunds.Expendituresareforpolice
protection,fireservices,municipalcourt,parksandrecreation,library,economicdevelopment,
planningservices,andadministrativeͲtypefunctionssuchasfinance,humanresources,information
technology,cityattorneyandcitymanager'soffice.

GeneralFund

MajorGovernmentalFunds
(requiredsupplementaryinformation)

SCHEDULESOFRESOURCESANDREQUIREMENTS
BUDGETTOACTUAL
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Thispageintentionallyleftblank

CityofLakeOswego,Oregon

Requirements:
Citycouncil
Cityattorney'soffice
Citymanager'soffice
Economic/capitaldevelopment
Redevelopment
Facilitiesmanagement
Finance
Riskmanagement
Fireservices
Humanresources
Informationtechnology
Library
Municipalcourt
ParksandRecreation
Adultcommunitycenter
PlanningandBuildingservices
Police
Nondepartmental
Contingency
Unappropriatedending
fundbalance
Totalrequirements

Totalresources

Resources:
Beginningfundbalance
Propertytaxes
Franchisefees
Intergovernmental
Licensesandfees
Finesandforfeitures
Salesandservices
Miscellaneous
Transfers
Otherfinancingsources

16,067,013
$89,914,013

16,067,013
$89,496,013
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$131,000
602,000
1,691,000
1,236,000
297,000
990,000
1,479,000
455,000
9,159,000
606,000
1,773,000
3,230,000
664,000
5,522,000
1,634,000
4,047,000
9,358,000
24,164,000
6,809,000

$89,914,013

$23,868,013
27,096,000
2,510,000
4,430,000
2,599,000
1,061,000
3,746,000
899,000
3,174,000
20,531,000

Final

$131,000
597,000
1,636,000
1,233,000
285,000
988,000
1,474,000
675,000
9,007,000
603,000
1,768,000
3,221,000
664,000
5,635,000
1,482,000
4,119,000
9,598,000
24,106,000
6,207,000

$89,496,013

$23,868,013
27,096,000
2,560,000
4,297,000
2,599,000
1,061,000
3,746,000
899,000
2,881,000
20,489,000

Original

2011Ͳ12Budget

forthefiscalyearendedJune30,2012

24,681,968
$90,417,826

$102,449
580,006
1,654,367
1,093,512
290,971
987,651
1,476,244
402,817
8,993,514
576,674
1,757,045
3,197,817
602,833
5,518,949
1,582,566
3,795,831
9,204,376
23,918,236
Ͳ

$90,417,826

$25,574,738
27,112,807
2,835,014
4,269,557
2,761,563
981,500
3,356,966
256,400
3,067,631
20,201,650

Actual
Amounts

ScheduleofResourcesandRequirementsͲBudgettoActual

GeneralFund

(8,614,955)
$(503,813)

$28,551
21,994
36,633
142,488
6,029
2,349
2,756
52,183
165,486
29,326
15,955
32,183
61,167
3,051
51,434
251,169
153,624
245,764
6,809,000

$503,813

$1,706,725
16,807
325,014
(160,443)
162,563
(79,500)
(389,034)
(642,600)
(106,369)
(329,350)

Variancewith
FinalBudget
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Budgetary Basis — The basis of budgeting for all major funds is the modified accrual basis of
accounting. The City Council legally adopts the budget by resolution before July 1. The resolution
establishes appropriations for each fund and sets the level by which expenditures cannot legally
exceedappropriations.Inthegeneralfundthelevelsofbudgetarycontrolestablishedbyresolution
are set at the department level. For all other funds, the levels of budgetary control established by
resolution are expenditure categories of personal services, materials and services, debt service,
capitaloutlay,transfersandoperatingcontingency.

MunicipalbudgetsareadoptedonabasisconsistentwithOregonRevisedStatutes(ORS294–Local
BudgetLaw).

1. Stewardship,compliance,andaccountability

June30,2012

NotestoRequiredSupplementaryInformation
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CombiningandIndividualFundFinancial
StatementsandSchedules

OTHERSUPPLEMENTARYINFORMATION
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RedevelopmentAgencyDebtServiceFund –accountsforthepaymentofprincipalandinterest
onurbanrenewalbonds.Theprimarysourceofrevenueispropertytaxincrementrevenues.
ForfiscalyearendedJune30,2012,thisfundiscategorizedasamajorfund.

City/LORADebtServiceFund–accountsforthepaymentofprincipalandinterestonFullFaith
&CreditobligationsfromtheCityfortheurbanrenewaldistrict.Theprimarysourceofrevenue
istheRedevelopmentAgency'spropertytaxincrementrevenues.

BondedDebtServiceFund–accountsforthepaymentofprincipalandinterestoncertain
generalobligationbondeddebt.Theprimarysourceofrevenueispropertytaxes.

DebtServiceFunds
Thesefundsareusedtoaccountforpaymentofgeneralobligationandurbanrenewalbonds.

BicyclePathFund–accountsforprocurementofpathwaysforpublicuse.Revenuesarederived
fromaportionofStateprovidedmotorvehiclefeesandrestrictedforusebystatestatute.

SystemsDevelopmentChargesFund –accountsforthecollectionandexpenditureofCity
systemsdevelopmentchargesforwater,sanitarysewer,transportation,parks,andsurface
water.Revenuesarederivedprimarilyfromthevarioussystemsdevelopmentcharges
whicharerestrictedbystatestatute.

StreetFund–accountsfortheactivitiesofbuilding,rebuildingandmaintainingCitystreets,
rightͲofͲwayimprovements,andstreetlights.Revenueisderivedprimarilyfrommotorvehicle
feesfromtheStateofOregonrestrictedbystatestatute,andastreetmaintenancefee.

PublicArtFund–accountsforthepurchaseandmaintenanceoftheCity'sartcollection.
Revenueconsistsoftransfersfromtheparksandrecreationfundequaltoapercentand
oneͲhalfofthecostofqualifiedprojects.RevenuescommittedbyCityCode.

TrolleyFund–accountsfortheactivitiesoftheCity’strolleyoperations.Revenuesarederived
primarilyfromintergovernmentalrevenuesrestrictedbyIntergovernmentalAgreement.

TourismFund–tracksandaccountsfortherevenuegeneratedbythe2%increaseinthe
City’sportionofthelocallodgingtax(alsoknownasthehotel/moteltax).Perstatelaw,forany
increasesinthelocaltransientlodgingtaxafterJuly1,2003,atleast70%ofnetrevenue
fromtheincreasemustbeusedforfundingtourismpromotionortourismrelatedfacilities

SpecialRevenueFunds
Thesenonmajorfundsareusedtoaccountforspecificrevenuesthatarelegallyrestrictedto
expenditureforparticularpurposes.

forOtherMajorandNonmajorGovernmentalFunds

COMBININGANDINDIVIDUALFUNDFINANCIAL
STATEMENTSAND SCHEDULES
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AssessmentProjectFund–accountsforexpendituresrelatedtolocalimprovementdistricts.
Theprimaryrevenuessourceisfromassessmentcollections.

RedevelopmentAgencyCapitalProjectsFund –accountsfortheCity’sredevelopment
activitiesintheCity’seastendurbanrenewaldistrict.Resourcesarederivedprimarilyfrom
debtfinancing,whichisrepayablebypropertytaxincrementrevenuesandintereston
investments.

CapitalProjectFunds
Thesefundsaccountfortheconstructionofspecificcapitalprojects.

CityofLakeOswego,Oregon

33,836

Totalliabilities

350,136

58,338
$92,174

Totalfundbalances
Totalliabilitiesandfundbalances
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Ͳ
Ͳ

Ͳ
Ͳ

$350,502

350,136
Ͳ
Ͳ
Ͳ
Ͳ

366

$366
Ͳ
Ͳ
Ͳ

$350,502

$290,502
Ͳ
60,000
Ͳ
Ͳ

Trolley
Fund

$2,159,279

1,987,520

Ͳ
1,733,926

Ͳ
Ͳ
253,594
Ͳ
Ͳ

171,759

$165,979
480
5,300
Ͳ

$2,159,279

$1,673,382
Ͳ
485,897
Ͳ
Ͳ

Street
Fund

Continuedonnextpage

$6,240

6,240

6,240
Ͳ

Ͳ
Ͳ
Ͳ
Ͳ
Ͳ

Ͳ

$Ͳ
Ͳ
Ͳ
Ͳ

$6,240

$6,240
Ͳ
Ͳ
Ͳ
Ͳ

Public
Art
Fund

SpecialRevenueFunds

Ͳ
58,338
Ͳ
Ͳ
Ͳ

Fundbalances
Restrictedfor:
Trolley
Tourism
Capitalprojects
Highwayandstreets
Debtservice
Assignedto:
Artandeducation
Highwayandstreets

$33,836
Ͳ
Ͳ
Ͳ

$92,174

$62,337
Ͳ
29,837
Ͳ
Ͳ

Tourism
Fund

LiabilitiesandFundBalances
Liabilities
Accountspayable
Salariesandbenefitspayable
Refundabledeposits
Deferredrevenue

Totalassets

Assets
Cashandinvestments
Propertytaxesreceivable
Accountsreceivable
Assessmentliensreceivable
Restrictedcashandinvestments

asofJune30,2012

CombiningBalanceSheet
NonmajorGovernmentalFunds

CityofLakeOswego,Oregon

118,474

Totalliabilities

82

20,674

4,392,055

$4,510,529

Totalfundbalances

Totalliabilitiesandfundbalances

Continuedfrompreviouspage

Ͳ
Ͳ

Ͳ
Ͳ
$20,674

Ͳ
Ͳ
Ͳ
20,674
Ͳ

Ͳ

$Ͳ
Ͳ
Ͳ
Ͳ

$20,674

$18,936
Ͳ
1,738
Ͳ
Ͳ

Ͳ
Ͳ
4,392,055
Ͳ
Ͳ

Fundbalances
Restrictedfor:
Trolley
Tourism
Capitalprojects
Highwayandstreets
Debtservice
Assignedto:
Artandeducation
Highwayandstreets

$60,814
Ͳ
Ͳ
57,660

$4,510,529

$Ͳ
Ͳ
Ͳ
57,660
4,452,869

Bicycle
Path
Fund

SpecialRevenueFunds

Systems
Development
Charges
Fund

LiabilitiesandFundBalances
Liabilities
Accountspayable
Salariesandbenefitspayable
Refundabledeposits
Deferredrevenue

Totalassets

Assets
Cashandinvestments
Propertytaxesreceivable
Accountsreceivable
Assessmentliensreceivable
Restrictedcashandinvestments

asofJune30,2012

CombiningBalanceSheet
NonmajorGovernmentalFunds

$1,094,104

579,826

Ͳ
Ͳ

Ͳ
Ͳ
Ͳ
Ͳ
579,826

514,278

$Ͳ
Ͳ
Ͳ
514,278

$1,094,104

$Ͳ
543,183
Ͳ
Ͳ
550,921

$Ͳ

Ͳ

Ͳ
Ͳ

Ͳ
Ͳ
Ͳ
Ͳ
Ͳ

Ͳ

$Ͳ
Ͳ
Ͳ
Ͳ

$Ͳ

$Ͳ
Ͳ
Ͳ
Ͳ
Ͳ

City/LORA
Debt
Service
Fund

DebtServiceFunds
Bonded
Debt
Service
Fund

$269,805

Continuedfrompreviouspage

$2,993,132

141,128

Ͳ
Ͳ

 Ͳ
 Ͳ
2,849,597

Ͳ
Ͳ
141,128
Ͳ
Ͳ

128,677

143,535

 Ͳ
 Ͳ
2,849,597
 Ͳ
 Ͳ

$Ͳ
Ͳ
Ͳ
128,677

$269,805

$141,128
Ͳ
Ͳ
128,677
Ͳ

$143,535
 Ͳ
 Ͳ
 Ͳ

$2,993,132

$Ͳ
 Ͳ
 Ͳ
 Ͳ
2,993,132

Assessment
Project
Fund

CapitalProjectsFunds
Redevelopment
Agency
CapitalProjects
Fund

83

$11,496,439

10,385,514

6,240
1,733,926

350,136
58,338
7,636,374
20,674
579,826

1,110,925

$404,530
480
5,300
700,615

$11,496,439

$2,192,525
543,183
577,472
186,337
7,996,922

Total
Nonmajor
Governmental
Funds

CityofLakeOswego,Oregon

$58,338

FundbalancesͲending

84

69,119

FundbalancesͲbeginning

(209,000)

(10,781)

Totalotherfinancingsources(uses)

$350,136

366,396

(16,260)

Ͳ

Ͳ
Ͳ
Ͳ
Ͳ

 (16,260)

Ͳ
Ͳ
15,000
(224,000)

109,958

 198,219

Ͳ
Ͳ
Ͳ

Ͳ
Ͳ
78,825

85,825

Ͳ
109,958
Ͳ

93,698

284,044

Ͳ
7,000
Ͳ

$Ͳ
Ͳ
60,000
Ͳ
Ͳ
20,000
Ͳ
13,698

Trolley
Fund
$Ͳ
300,000
1,977,492
1,802,653
Ͳ
Ͳ
Ͳ
23,791

Street
Fund

$1,987,520

1,677,782

309,738

Ͳ

Ͳ
Ͳ
Ͳ
Ͳ

 309,738

3,794,198

Ͳ
Ͳ
1,351,406

Ͳ
Ͳ
2,442,792

Continuedonnextpage

$6,240

2,822

3,418

101,000

Ͳ
Ͳ
101,000
Ͳ

(97,582)

97,600

Ͳ
Ͳ
9,600

Ͳ
88,000
Ͳ

18 Ͳ 4,103,936

$Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
18

Public
Art
Fund

SpecialRevenueFunds

$Ͳ
Ͳ
Ͳ
268,686
Ͳ
15,000
Ͳ
358

Tourism
Fund

Netchangeinfundbalances



Otherfinancingsources(uses):
Proceedsfrombondsissued
ProceedsfromlineͲofͲcredit
Transfersin
Transfersout

Totalexpenditures
Excess(deficiency)ofrevenues
over(under)expenditures

Expenditures:
Current:
Generalgovernment
Cultureandrecreation
Highwaysandstreets
Debtservice:
Principal
Interest
Capitaloutlay

Totalrevenues

Revenues:
 Propertytaxes
Franchisefees
Intergovernmental
Licensesandfees
Salesandservices
Chargesforservices
SpecialassessmentͲprincipal
Miscellaneous

forthefiscalyearendedJune30,2012

CombiningStatementofRevenues,ExpendituresandChangesinFundBalances
NonmajorGovernmentalFunds

30,000
 (10,045)

356,564
772,731

$4,392,055

3,619,324

772,731

Ͳ

$20,674

30,719

(10,045)

Ͳ

Ͳ
Ͳ
Ͳ
Ͳ

Ͳ
Ͳ
30,000

Ͳ
Ͳ
356,564

Ͳ
Ͳ
Ͳ
Ͳ

Ͳ
Ͳ
Ͳ

19,955

$Ͳ
Ͳ
19,975
Ͳ
Ͳ
Ͳ
Ͳ
(20)

Ͳ
Ͳ
Ͳ

1,129,295

$Ͳ
Ͳ
Ͳ
1,105,635
Ͳ
Ͳ
1,100
22,560

Bicycle
Path
Fund

SpecialRevenueFunds
Systems
Development
Charges
Fund

85

$579,826

530,155

49,671

3,618,750

3,618,750
Ͳ
Ͳ
Ͳ

 (3,569,079)

6,905,152

6,160,000
745,152
Ͳ

Ͳ
Ͳ
Ͳ

3,336,073

$3,323,698
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
12,375

Bonded
DebtService
Fund

$Ͳ

Ͳ

Ͳ

570,331

12,171,350
2,500,000
370,000
(14,471,019)

(570,331)

866,422

370,000
273,294
Ͳ

223,128
Ͳ
Ͳ

296,091

$Ͳ
Ͳ
296,091
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ

City/LORA
DebtService
Fund

DebtServiceFunds

Continuedfrompreviouspage
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4,023,116
$2,849,597

FundbalancesͲbeginning

FundbalancesͲending

4,433,000
(1,173,519)

Totalotherfinancingsources(uses)

$141,128

114,756

26,372

Ͳ

Ͳ
Ͳ
Ͳ
Ͳ

 26,372

Ͳ
Ͳ
4,433,000
Ͳ

Ͳ

(5,606,519)

Ͳ
Ͳ
Ͳ

Ͳ
Ͳ
4,285,367
5,638,243

Ͳ
Ͳ
Ͳ

26,372

$Ͳ
Ͳ
Ͳ
14,755
Ͳ
Ͳ
10,924
693

1,352,876
Ͳ
Ͳ

31,724

$Ͳ
Ͳ
Ͳ
Ͳ
4,918
Ͳ
Ͳ
26,806

Assessment
Project
Fund

CapitalProjectsFunds
Redevelopment
Agency
CapitalProjects
Fund

Netchangeinfundbalances



Otherfinancingsources(uses):
Proceedsfrombondsissued
ProceedsfromlineͲofͲcredit
Transfersin
Transfersout

Totalexpenditures
Excess(deficiency)ofrevenues
over(under)expenditures

Expenditures:
Current:
Generalgovernment
Cultureandrecreation
Highwaysandstreets
Debtservice:
Principal
Interest
Capitaloutlay

Totalrevenues

Revenues:
 Propertytaxes
Franchisefees
Intergovernmental
Licensesandfees
Salesandservices
Chargesforservices
SpecialassessmentͲprincipal
Miscellaneous

forthefiscalyearendedJune30,2012

$10,385,514

10,434,189

(48,675)

8,514,081

15,790,100
2,500,000
4,919,000
(14,695,019)

(8,562,756)

17,883,962

6,530,000
1,018,446
6,111,762

1,576,004
204,958
2,442,792

9,321,206

$3,323,698
300,000
2,353,558
3,191,729
4,918
35,000
12,024
100,279

Total
Nonmajor
Governmental
Funds

Requirements:
Materialsandservices
Transfers
Capitaloutlay
Contingency
Unappropriatedending
fundbalance
Totalrequirements

Resources:
Beginningfundbalance
Intergovernmental
Licensesandfees
Miscellaneous
Transfers
Totalresources

18,916
$352,916

18,916
$337,916

87

$1,000
231,000
87,000
15,000

$63,916
15,000
257,000
2,000
15,000
$352,916

Final

$1,000
231,000
87,000
Ͳ

$63,916
15,000
257,000
2,000
Ͳ
$337,916

Original

2011Ͳ12Budget

forthefiscalyearendedJune30,2012

58,338
$368,163

$Ͳ
231,000
78,825
Ͳ

$69,119
15,000
268,686
358
15,000
$368,163

Actual
Amounts

ScheduleofResourcesandRequirementsͲBudgettoActual

CityofLakeOswego,Oregon
TourismFund

CityofLakeOswego,Oregon

CombiningStatementofRevenues,ExpendituresandChangesinFundBalances
NonmajorGovernmentalFunds

(39,422)
$(15,247)

$1,000
Ͳ
8,175
15,000

$5,203
Ͳ
11,686
(1,642)
Ͳ
$15,247

Variancewith
FinalBudget

Ͳ

Ͳ

$363,946

Totalrequirements

88

$363,946

$204,000
10,000
149,946

$363,946

$280,946
60,000
3,000
20,000

$204,000
10,000
149,946

$363,946

$280,946
60,000
3,000
20,000

Final

Requirements:
Materialsandservices
Transfers
Contingency
Unappropriatedending
fundbalance

Totalresources

Resources:
Beginningfundbalance
Intergovernmental
Miscellaneous
Transfers

Original

$460,094

350,136

$109,958
Ͳ
Ͳ

$460,094

$366,396
60,000
13,698
20,000

Actual
Amounts

$(96,148)

(350,136)

$94,042
10,000
149,946

$96,148

$85,450
Ͳ
10,698
Ͳ

Variancewith
FinalBudget

Totalrequirements

Requirements:
Materialsandservices
Transfers
Capitaloutlay
Unappropriatedending
fundbalance

Totalresources

Resources:
Beginningfundbalance
Miscellaneous
Transfers

89

$105,769

5,769

5,769
$104,769

$88,000
Ͳ
12,000

$105,769

$3,769
1,000
101,000

Final

$80,000
7,000
12,000

$104,769

$3,769
1,000
100,000

Original

2011Ͳ12Budget

$103,840

6,240

$88,000
Ͳ
9,600

$103,840

$2,822
18
101,000

Actual
Amounts

ScheduleofResourcesandRequirementsͲBudgettoActual
forthefiscalyearendedJune30,2012

ScheduleofResourcesandRequirementsͲBudgettoActual

forthefiscalyearendedJune30,2012

2011Ͳ12Budget

CityofLakeOswego,Oregon
PublicArtFund

CityofLakeOswego,Oregon

TrolleyFund

$1,929

(471)

$Ͳ
Ͳ
2,400

$(1,929)

$(947)
(982)
Ͳ

Variancewith
FinalBudget

Ͳ

Ͳ

$5,063,242

Totalrequirements

90

$5,113,242

$447,000
1,306,000
1,025,000
1,710,000
625,242

$5,113,242

$939,242
300,000
2,043,000
1,829,000
2,000

$426,000
1,276,000
1,025,000
1,710,000
626,242

$5,063,242

$939,242
250,000
2,043,000
1,829,000
2,000

Final

Requirements:
Personalservices
Materialsandservices
Transfers
Capitaloutlay
Contingency
Unappropriatedending
fundbalance

Totalresources

Resources:
Beginningfundbalance
Franchisefees
Intergovernmental
Licensesandfees
Miscellaneous

Original

$5,781,718

1,987,520

$438,892
992,069
1,011,831
1,351,406
Ͳ

$5,781,718

$1,677,782
300,000
1,977,492
1,802,653
23,791

Actual
Amounts

$(668,476)

(1,987,520)

$8,108
313,931
13,169
358,594
625,242

$668,476

$738,540
Ͳ
(65,508)
(26,347)
21,791

Variancewith
FinalBudget

Ͳ

Ͳ
$3,943,485

Totalrequirements

91

$3,943,485

$720,000
3,223,485

$3,943,485

$3,456,485
464,000
2,000
21,000

$720,000
3,223,485

$3,943,485

$3,456,485
464,000
2,000
21,000

Final

Requirements:
Capitaloutlay
Contingency
Unappropriatedending
fundbalance

Totalresources

Resources:
Beginningfundbalance
Licensesandfees
Specialassessment
Miscellaneous

Original

2011Ͳ12Budget

$4,748,619

4,392,055

$356,564
Ͳ

$4,748,619

$3,619,324
1,105,635
1,100
22,560

Actual
Amounts

ScheduleofResourcesandRequirementsͲBudgettoActual
forthefiscalyearendedJune30,2012

ScheduleofResourcesandRequirementsͲBudgettoActual

forthefiscalyearendedJune30,2012

2011Ͳ12Budget

CityofLakeOswego,Oregon
SystemsDevelopmentChargesFund

CityofLakeOswego,Oregon

StreetFund

$(805,134)

(4,392,055)

$363,436
3,223,485

$805,134

$162,839
641,635
(900)
1,560

Variancewith
FinalBudget

20,665

20,665

$88,665

Totalrequirements

92

$88,665

$68,000

$88,665

$68,665
20,000
Ͳ

$68,000

$88,665

$68,665
20,000
Ͳ

Final

Requirements:
Capitaloutlay
Unappropriatedending
fundbalance

Totalresources

Resources:
Beginningfundbalance
Intergovernmental
Miscellaneous

Original

$50,674

20,674

$30,000

$50,674

$30,719
19,975
(20)

Actual
Amounts

$37,991

(9)

$38,000

$(37,991)

$(37,946)
(25)
(20)

Variancewith
FinalBudget

645,415

645,415
$4,007,415

Totalrequirements

93

$7,707,415

$6,255,000
807,000

$7,707,415

$639,415
3,320,000
48,000
3,700,000

$2,555,000
807,000

$4,007,415

$639,415
3,320,000
48,000
Ͳ

Final

Requirements:
DebtService
Principal
Interest
Unappropriatedending
fundbalance

Totalresources

Resources:
Beginningfundbalance
Propertytaxes
Miscellaneous
Otherfinancingsources

Original

2011Ͳ12Budget

$7,484,978

579,826

$6,160,000
745,152

$7,484,978

$530,155
3,323,698
12,375
3,618,750

Actual
Amounts

ScheduleofResourcesandRequirementsͲBudgettoActual
forthefiscalyearendedJune30,2012

ScheduleofResourcesandRequirementsͲBudgettoActual

forthefiscalyearendedJune30,2012

2011Ͳ12Budget

CityofLakeOswego,Oregon
BondedDebtServiceFund

CityofLakeOswego,Oregon

BicyclePathFund

$222,437

65,589

$95,000
61,848

$(222,437)

$(109,260)
3,698
(35,625)
(81,250)

Variancewith
FinalBudget

Totalrequirements

Requirements:
Materialsandservices
DebtService
Principal
Interest

Resources:
Intergovernmental
Otherfinancingsources
Totalresources

 370,000
 284,000

94

$15,366,000

 Ͳ
 Ͳ

$Ͳ

$ 14,712,000

$ 694,000
 14,672,000
$ 15,366,000

$ Ͳ

$ Ͳ

$ Ͳ

Final

2011Ͳ12Budget

Original

$15,337,441

 370,000
 273,294

$ 14,694,147

$ 666,091
 14,671,350
$ 15,337,441

Actual
Amounts

$28,559

Ͳ
10,706

$17,853

$(27,909)
(650)
$(28,559)

Variancewith
FinalBudget

1,725

1,725
$3,953,725

Totalrequirements

95

$18,425,725

$13,969,000
22,000
4,433,000

$18,425,725

$680,725
3,215,000
14,472,000
58,000

$1,230,000
622,000
2,100,000

$3,953,725

$680,725
3,215,000
Ͳ
58,000

Requirements:
DebtService
Principal
Interest
Transfers
Unappropriatedending
fundbalance

Totalresources

Resources:
Beginningfundbalance
Propertytaxes
Intergovernmental
Miscellaneous

Final

2011Ͳ12Budget
Original

$18,948,878

553,668

$13,645,000
317,210
4,433,000

$18,948,878

$1,103,933
3,364,377
14,471,019
9,549

Actual
Amounts

ScheduleofResourcesandRequirementsͲBudgettoActual
forthefiscalyearendedJune30,2012

ScheduleofResourcesandRequirementsͲBudgettoActual

forthefiscalyearendedJune30,2012

CityofLakeOswego,Oregon
RedevelopmentAgencyDebtServiceFund

CityofLakeOswego,Oregon

City/LORADebtServiceFund

$(523,153)

(551,943)

$324,000
(295,210)
Ͳ

$523,153

$423,208
149,377
(981)
(48,451)

Variancewith
FinalBudget

22,094
$8,825,094

22,094

$6,492,094

Totalrequirements

96

$1,451,000
6,216,000
1,136,000

$8,825,094

$4,292,094
Ͳ
100,000
4,433,000

$1,451,000
3,883,000
1,136,000

$6,492,094

$4,292,094
Ͳ
100,000
2,100,000

Final

Requirements:
Materialsandservices
Capitaloutlay
Contingency
Unappropriatedending
fundbalance

Totalresources

Resources:
Beginningfundbalance
Salesandservices
Miscellaneous
Transfers

Original

$8,487,840

2,849,597

$1,352,876
4,285,367
Ͳ

$8,487,840

$4,023,116
4,918
26,806
4,433,000

Actual
Amounts

$337,254

(2,827,503)

$98,124
1,930,633
1,136,000

$(337,254)

$(268,978)
4,918
(73,194)
Ͳ

Variancewith
FinalBudget

Totalrequirements

Requirements:
Capitaloutlay
Contingency
Unappropriatedending
fundbalance

Totalresources

Resources:
Beginningfundbalance
Licensesandfees
Specialassessment
Miscellaneous

97

$94,238

Ͳ

Ͳ
$94,238

$90,000
4,238

$94,238

$82,238
Ͳ
11,000
1,000

Final

$90,000
4,238

$94,238

$82,238
Ͳ
11,000
1,000

Original

2011Ͳ12Budget

$141,128

141,128

$Ͳ
Ͳ

$141,128

$114,756
14,755
10,924
693

Actual
Amounts

ScheduleofResourcesandRequirementsͲBudgettoActual
forthefiscalyearendedJune30,2012

ScheduleofResourcesandRequirementsͲBudgettoActual

forthefiscalyearendedJune30,2012

2011Ͳ12Budget

CityofLakeOswego,Oregon
AssessmentProjectFund

CityofLakeOswego,Oregon

RedevelopmentAgencyCapitalProjectsFund

$(46,890)

(141,128)

$90,000
4,238

$46,890

$32,518
14,755
(76)
(307)

Variancewith
FinalBudget

98
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EngineeringFund–managestheplanning,designandconstructionoftheCity'sinfrastructure,
includingsurfacewater,water,wastewatercollection,andtransportation.Inaddition,the
EngineeringDivisionprovidestechnicalsupportforprivatelyfinancedpublicimprovements
(constructedwithdevelopmentprojects),andprovidesGISmappingservices.

MaintenanceServicesandMotorPoolFund –accountsforthemaintenanceofequipment,
property,andfortheactivitiesoftheautomobilefleetoftheCity.Revenuesarederivedfrom
reimbursementsfromotherfundsforassociatedcostsaswellasareimbursementfromthe
LakeOswegoSchoolDistrictforfuelusage.

InternalServiceFunds
ThesefundsareusedtoaccountforservicesprovidedbytheCityofLakeOswegotovarious
departmentswithintheCity.

TennisFacilityFund–accountsfortheoperationoftheCity'sindoortennisfacility.Revenue
isprimarilyfromuserfees.

GolfCourseFund–accountsfortheoperationoftheCity'sgolfcourse.Revenueisprimarily
fromuserfees.

Nonmajorenterprisefunds:

SurfaceWaterFundͲaccountsfortheactivitiesoftheCity'ssurfacewatermanagement
systemwhichwasdevelopedtoaddresswaterqualityandfloodingproblems.Revenueis
derivedprimarilyfromsurfacewatermanagementcharges.

WastewaterFundͲaccountsfortheactivitiesoftheCity'swastewatercollectionand
treatmentsystem.Revenueisderivedprimarilyfromsewerservicecharges.

WaterFundͲaccountsfortheactivitiesoftheCity'swaterdistributionsystem.Revenueis
derivedprimarilyfromwaterservicecharges.
WaterFund(budgetarybasisfinancialschedulesonly)
LakeOswegoͲTigardWaterPartnershipFund(budgetarybasisfinancialschedulesonly)

Majorenterprisefunds:

EnterpriseFunds
ThesefundsaccountforoperationoftheCity'senterpriseactivities.

ProprietaryFunds

forMajorandNonmajorProprietaryFunds

COMBININGANDINDIVIDUALFUNDFINANCIAL
STATEMENTSAND SCHEDULES
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CityofLakeOswego,Oregon

 163,966

Totalliabilities

Totalnetassets

NetAssets
Investedincapitalassets,netofrelateddebt
Unrestricted

101

$717,131

 742,892
 (25,761)

$781,173

 163,966
 617,207

33,598

94,791

 26,900
26,900

 59,700

5,066
 131
1,501
6,698

59,700

Noncurrentliabilities:
Accruedotherpostemploymentbenefitobligation
Totalnoncurrentliabilities

 16,384
 524
 18,183
35,091

814,771

 742,892
811,922

 Ͳ
 649,659
 10,300
 659,959
 (495,993)

650,805

69,030

 227,929
 1,447,456
 257,609
 1,932,994
 (1,190,102)

$ 650,805
 Ͳ

Tennis
Facility
Fund

$ 12,904
 56,126

Golf
Course
Fund

$1,498,304

906,858
591,446

128,389

86,600

86,600

21,450
 655
19,684
41,789

1,626,693

906,858

227,929
2,097,115
267,909
2,592,953
(1,686,095)

719,835

$663,709
56,126

Total
Nonmajor
Enterprise
Funds

BusinessͲtypeActivitiesͲEnterpriseFunds

Liabilities
Currentliabilities:
Accountspayable
Salariesandbenefitspayable
Compensatedabsencespayable
Totalcurrentliabilities

Totalassets

Lessaccumulateddepreciation
Totalcapitalassets(netof
accumulateddepreciation)

Noncurrentassets:
Capitalassets:
Land
Buildingsandimprovements
Machineryandequipment

Totalcurrentassets

Assets
Currentassets:
Cashandinvestments
Inventories

asofJune30,2012

NonmajorEnterpriseFunds

CombiningStatementofNetAssets

(105,203)
822,334
$717,131

Changeinfundnetassets

TotalnetassetsͲbeginning

TotalnetassetsͲending
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133,000

(238,203)

Netincome(loss)before
transfers

Transfersin

(298)

$781,173

712,852

68,321

Ͳ

68,321

3,495

3,495

64,826

(237,905)
(298)

361,385

880,442

121,890
151,245
20,517
67,733

426,211

642,537
395,602
312,357
46,117
126,366

$3,780
421,281
1,150

Tennis
Facility
Fund

$Ͳ
636,217
6,320

Totalnonoperatingrevenues(expenses)

Nonoperatingrevenues(expenses):
Interestoninvestments

Operatingincome(loss)

Totaloperatingexpenses

Operatingexpenses:
Salariesandbenefits
Operatingsuppliesandservices
Depreciation
Servicesperformedbyotherfunds

Totaloperatingrevenues

Operatingrevenues:
Licenses&Fees
Chargesforsalesandservices
Miscellaneous

Golf
Course
Fund

$1,498,304

1,535,186

(36,882)

133,000

(169,882)

3,197

3,197

(173,079)

1,241,827

517,492
463,602
66,634
194,099

1,068,748

$3,780
1,057,498
7,470

Total
Nonmajor
Enterprise
Funds

$12,904

73,370

(60,466)

Netcashprovidedbyoperatingactivities

103

Operatingincome(loss)
Adjustmentstoreconcileoperatingincome(loss)
tonetcashprovidedbyoperatingactivities:
Depreciationexpense
Changesinassetsandliabilities:
Inventories
Accountspayable
Salariesandbenefitspayable
Accruedotherpostemploymentbenefitsobligation
Compensatedabsencespayable

$64,826

20,517
Ͳ
(6,387)
6
3,200
1,501
$83,663

46,117
9,023
6,351
(60)
6,100
(6,294)
$(176,668)

$650,805

563,647

87,158

3,495

Ͳ

Ͳ

$(237,905)

Reconciliationofoperatingincome(loss)tonetcashprovidedbyoperatingactivities:

Cashandcashequivalents,June30,2012

Cashandcashequivalents,June30,2011

Netincrease(decrease)incashandcashequivalents

(298)

(16,500)

Cashflowsfrominvestingactivities:
Investmentincome(expense)

(16,500)

Ͳ

 133,000

Netcashusedinnoncapitalfinancingactivities

Ͳ

83,663

$425,061
(157,632)
(117,183)
(67,733)
1,150

133,000

(176,668)

$636,217
(296,983)
(395,856)
(126,366)
6,320

Tennis
Facility
Fund

$ (93,005)

9,023
(36)
(54)
9,300
(4,793)

66,634

$(173,079)

$663,709

637,017

26,692

3,197

(16,500)

(16,500)

 133,000

133,000

(93,005)

$1,061,278
(454,615)
(513,039)
(194,099)
7,470

Total

BusinessͲtypeActivitiesͲEnterpriseFunds
Golf
Course
Fund

Cashflowsfromnoncapitalfinancingactivities:
Purchases,acquisitions,andconstructionofcapitalassets

Cashflowsfromnoncapitalfinancingactivities:
Transfersto/fromotherfunds
Netcashprovidedbynoncapital
financingactivities

Netcashprovidedbyoperatingactivities

Cashflowsfromoperatingactivities:
Receiptsfromcustomers
Paymentstosuppliers
Paymentstoemployees
InternalactivityͲpaymentstootherfunds
Otherreceipts

forthefiscalyearendedJune30,2012

forthefiscalyearendedJune30,2012
BusinessͲtypeActivitiesͲEnterpriseFunds

CITYOFLAKEOSWEGO,OREGON
CombiningStatementofCashFlows
NonmajorEnterpriseFunds

CityofLakeOswego,Oregon

CombiningStatementofRevenues,Expenses,andChangesinFundNetAssets
NonmajorEnterpriseFunds

Ͳ

Ͳ

$13,407,695

Totalrequirements

$13,996,613

2,314,756

$1,499,035
1,705,948
953,341
6,576,663
946,870
Ͳ

$13,996,613

$5,933,975
20,735
8,013,393
28,510

$(588,918)

(2,314,756)

$63,965
542,052
659
26,337
63,130
1,029,695

$588,918

$759,280
(89,265)
(51,607)
(29,490)

Variancewith
FinalBudget
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WaterPartnershipFundforpresentationintheproprietaryfundstatements.

Note:ForpurposesofreportingthisfundiscombinedwiththeLakeOswegoͲTigard

$13,407,695

$1,563,000
2,248,000
954,000
6,603,000
1,010,000
1,029,695

$13,407,695

$5,174,695
110,000
8,065,000
58,000

$1,558,000
2,248,000
954,000
6,603,000
1,010,000
1,034,695

$13,407,695

$5,174,695
110,000
8,065,000
58,000

Requirements:
Personalservices
Materialsandservices
DebtService
Transfers
Capitaloutlay
Contingency
Unappropriatedending
fundbalance

Totalresources

Resources:
Beginningfundbalance
Licensesandfees
Salesandservices
Miscellaneous

Final

2011Ͳ12Budget

Original

Actual
Amounts

$738,000
65,000
386,000
14,575,000
516
Ͳ
$15,764,516

Ͳ
$15,764,516

$1,644,516
8,035,000
700,000
10,000
5,375,000
$15,764,516

$671,000
65,000
93,000
13,910,000
1,025,516

$1,644,516
8,035,000
700,000
10,000
5,375,000
$15,764,516

Final

213,207
$15,905,486

$726,220
48,853
378,277
14,538,929
Ͳ

$1,630,188
7,919,487
973,267
7,544
5,375,000
$15,905,486

105

Note:ForpurposesofreportingthisfundiscombinedwiththeWaterFund
forpresentationintheproprietaryfundstatements.

Requirements:
Personalservices
Materialsandservices
Transfers
Capitaloutlay
Contingency
Unappropriatedending
fundbalance
Totalrequirements

Resources:
Beginningfundbalance
Intergovernmental
Licensesandfees
Miscellaneous
Transfers
Totalresources

Original

2011Ͳ12Budget
Actual
Amounts

ScheduleofResourcesandRequirementsͲBudgettoActual
forthefiscalyearendedJune30,2012

ScheduleofResourcesandRequirementsͲBudgettoActual

forthefiscalyearendedJune30,2012

CityofLakeOswego,Oregon
LakeOswegoͲTigardWaterPartnershipFund

CityofLakeOswego,Oregon

WaterFund

(213,207)
$(140,970)

$11,780
16,147
7,723
36,071
516

$(14,328)
(115,513)
273,267
(2,456)
Ͳ
$140,970

Variancewith
FinalBudget

Ͳ

Ͳ

$26,599,099

Totalrequirements
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$26,599,099

$891,000
3,434,000
3,552,000
1,427,000
5,371,000
11,924,099

$26,599,099

$886,000
3,434,000
3,552,000
1,427,000
5,371,000
11,929,099

$26,599,099

Totalresources

$14,799,099
360,000
11,409,000
31,000
Ͳ

Final

Requirements:
Personalservices
Materialsandservices
DebtService
Transfers
Capitaloutlay
Contingency
Unappropriatedending
fundbalance

$14,799,099
360,000
11,409,000
31,000
Ͳ

Resources:
Beginningfundbalance
Licensesandfees
Salesandservices
Miscellaneous
Proceedssaleofcapitalassets

Original

$30,358,933

17,962,699

$811,305
3,096,924
3,550,878
1,415,148
3,521,979
Ͳ

$30,358,933

$18,164,585
567,822
11,521,033
93,393
12,100

Actual
Amounts

$(3,759,834)

(17,962,699)

$79,695
337,076
1,122
11,852
1,849,021
11,924,099

$3,759,834

$3,365,486
207,822
112,033
62,393
12,100

Variancewith
FinalBudget

Ͳ

Ͳ
$3,451,550

Totalrequirements

107

$3,451,550

$330,000
679,000
236,000
922,000
322,000
962,550

$3,451,550

$1,334,550
2,106,000
11,000

$329,000
679,000
236,000
922,000
322,000
963,550

$3,451,550

$1,334,550
2,106,000
11,000

Final

Requirements:
Personalservices
Materialsandservices
DebtService
Transfers
Capitaloutlay
Contingency
Unappropriatedending
fundbalance

Totalresources

Resources:
Beginningfundbalance
Salesandservices
Miscellaneous

Original

2011Ͳ12Budget

$3,832,980

1,866,422

$286,426
392,729
235,583
918,049
133,771
Ͳ

$3,832,980

$1,721,833
2,103,163
7,984

Actual
Amounts

ScheduleofResourcesandRequirementsͲBudgettoActual
forthefiscalyearendedJune30,2012

ScheduleofResourcesandRequirementsͲBudgettoActual

forthefiscalyearendedJune30,2012

2011Ͳ12Budget

CityofLakeOswego,Oregon
SurfaceWaterFund

CityofLakeOswego,Oregon

WastewaterFund

$(381,430)

(1,866,422)

$43,574
286,271
417
3,951
188,229
962,550

$381,430

$387,283
(2,837)
(3,016)

Variancewith
FinalBudget

Ͳ

Ͳ

$950,122

Totalrequirements
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$950,122

$456,000
315,000
129,000
17,000
33,122

$950,122

$8,122
798,000
11,000
133,000

$471,000
315,000
129,000
Ͳ
35,122

$950,122

$8,122
798,000
11,000
133,000

Final

Requirements:
Personalservices
Materialsandservices
Transfers
Capitaloutlay
Contingency
Unappropriatedending
fundbalance

Totalresources

Resources:
Beginningfundbalance
Salesandservices
Miscellaneous
Transfers

Original

$903,138

52,120

$395,795
312,357
126,366
16,500
Ͳ

$903,138

$127,899
636,217
6,022
133,000

Actual
Amounts

$46,984

(52,120)

$60,205
2,643
2,634
500
33,122

$(46,984)

$119,777
(161,783)
(4,978)
Ͳ

Variancewith
FinalBudget

Totalrequirements

Requirements:
Personalservices
Materialsandservices
Transfers
Contingency
Unappropriatedending
fundbalance

Totalresources

Resources:
Beginningfundbalance:
Licensesandfees
Salesandservices
Miscellaneous

468,356

109

$960,356

468,356
$925,356

$136,000
198,000
73,000
85,000

$960,356

$524,356
2,000
425,000
9,000

Final

$136,000
163,000
73,000
85,000

$925,356

$524,356
2,000
390,000
9,000

Original

2011Ͳ12Budget

$981,775

645,608

$117,189
151,245
67,733
Ͳ

$981,775

$552,069
3,780
421,281
4,645

Actual
Amounts

ScheduleofResourcesandRequirementsͲBudgettoActual
forthefiscalyearendedJune30,2012

ScheduleofResourcesandRequirementsͲBudgettoActual

forthefiscalyearendedJune30,2012

2011Ͳ12Budget

CityofLakeOswego,Oregon
TennisFacilityFund

CityofLakeOswego,Oregon

GolfCourseFund

$(21,419)

(177,252)

$18,811
46,755
5,267
85,000

$21,419

$27,713
1,780
(3,719)
(4,355)

Variancewith
FinalBudget
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1,637,410

Totalnetassets

NetAssets
Investedincapitalassets,netofrelateddebt
Unrestricted
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$587,953

 600,324
 (12,371)

142,632

Totalliabilities

 65,200
65,200

Totalnoncurrentliabilities

Noncurrentliabilities:
Accruedotherpostemploymentbenefitobligation

Accountspayable
Salariesandbenefitspayable
Compensatedabsencespayable
Refundabledeposits
Totalcurrentliabilities

Currentliabilities:
30,957
 960
 45,515
 Ͳ
77,432

730,585

Liabilities

600,324

accumulateddepreciation)
Totalassets

Totalcapitalassets(netof

(1,037,086)

228,256

177,688

Machineryandequipment
Lessaccumulateddepreciation

228,256

1,000,903

$573,519

 29,031
 544,488

447,055

169,400

 169,400

3,826
2,531
 169,919
 101,379
277,655

1,020,574

29,031

(199,225)

Ͳ

458,819

Buildingsandimprovements

Ͳ

991,543

Ͳ

11,250

$980,293

Engineering
Fund

Land

Capitalassets:

Noncurrentassets:

130,261

34,387

Inventories
Totalcurrentassets

$44,960
50,914

Cashandinvestments

Maintenance
Servicesand
MotorPool
Fund

Receivables

Currentassets:

Assets

asofJune30,2012

InternalServiceFunds

CombiningStatementofNetAssets

$1,161,472

629,355
532,117

589,687

234,600

234,600

34,783
3,491
215,434
101,379
355,087

1,751,159

629,355

(1,236,311)

1,865,666

405,944

1,000,903

458,819

1,121,804

34,387

62,164

$1,025,253

TotalInternal
ServiceFunds

620,759

$587,953

TotalnetassetsͲbeginning:

TotalnetassetsͲending
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10,612

(32,806)

Changeinfundnetassets

(43,418)

Netincome(loss)before
contributionsandtransfers

Capitalcontributions

183

Totalnonoperatingrevenues(expenses)

Ͳ
183

(43,601)

Nonoperatingrevenues(expenses):
Operatinggrants
Interestoninvestments

1,536,257

Operatingincome(loss)

$573,519

234,320

339,199

Ͳ

339,199

74,824

70,651
4,173

264,375

2,935,539

2,216,097
227,290
5,271
486,881

3,199,914

1,492,656

914,325
410,926
50,323
160,683

$707,953
2,485,000
6,961

$232,186
1,254,000
6,470

Totaloperatingexpenses

Operatingexpenses:
Salariesandbenefits
Operatingsuppliesandservices
Depreciation
Servicesperformedbyotherfunds

Totaloperatingrevenues

Operatingrevenues:
Licenses&Fees
Chargesforsalesandservices
Miscellaneous

Engineering
Fund

$1,161,472

855,079

306,393

10,612

295,781

75,007

70,651
4,356

220,774

4,471,796

3,130,422
638,216
55,594
647,564

4,692,570

$940,139
3,739,000
13,431

TotalInternal
ServiceFunds

$44,960

Cashandcashequivalents,June30,2012

113

$10,612

Noncashcapitalandrelatedfinancingactivities:
Capitalassetscontributedfromotherfunds

$Ͳ

$291,181

$ 11,909
Netcashprovidedbyoperatingactivities

5,271

$264,375

(1,050)
Ͳ
(16,431)
195
18,400
20,421

50,323

$(43,601)

$980,293

614,288

366,005

4,173

70,651

291,181

$3,191,903
(243,721)
(2,177,081)
(486,881)
6,961

Engineering
Fund

(27,594)
21,657
226
1
8,100
2,797

Operatingincome(loss)
Adjustmentstoreconcileoperatingincome(loss)
tonetcashprovidedbyoperatingactivities:
Depreciationexpense
Changesinassetsandliabilities:
Receivables
Inventories
Accountspayable
Salariesandbenefitspayable
Accruedotherpostemploymentbenefitsobligation
Compensatedabsencespayable

Reconciliationofoperatingincome(loss)tonetcashprovidedbyoperatingactivities:

32,868

Cashandcashequivalents,June30,2011

12,092

183

Netincreaseincashandcashequivalents

Ͳ

Cashflowsfrominvestingactivities:
Investmentincome

11,909

$1,458,592
(389,043)
(903,427)
(160,683)
6,470

Maintenance
Servicesand
MotorPool
Fund

Cashflowsfromnoncapitalfinancingactivities:
Proceedsfromgrant

Netcashprovidedbyoperatingactivities

Cashflowsfromoperatingactivities:
Receiptsfromcustomers
Paymentstosuppliers
Paymentstoemployees
InternalactivityͲpaymentstootherfunds
Otherreceipts

forthefiscalyearendedJune30,2012

forthefiscalyearendedJune30,2012

Maintenance
Servicesand
MotorPool
Fund

CITYOFLAKEOSWEGO,OREGON
CombiningStatementofCashFlows
InternalServiceFunds

CityofLakeOswego,Oregon

CombiningStatementofRevenues,Expenses,andChangesinFundNetAssets
InternalServiceFunds

$10,612

$ 303,090

(28,644)
21,657
(16,205)
196
26,500
23,218

55,594

$220,774

$1,025,253

647,156

378,097

4,356

70,651

303,090

$4,650,495
(632,764)
(3,080,508)
(647,564)
13,431

TotalInternal
ServiceFunds

98,344

$1,459,760

114

$1,573,382

Ͳ

Ͳ

Totalrequirements

$1,519,760

$903,429
410,926
160,683
Ͳ

$1,573,382

$80,543
327
238,512
1,254,000

$906,000
432,000
162,000
19,760

$1,519,760

$35,760
Ͳ
230,000
1,254,000

$876,000
352,000
162,000
69,760

$1,459,760

$35,760
Ͳ
170,000
1,254,000

Requirements:
Personalservices
Materialsandservices
Transfers
Contingency
Unappropriatedending
fundbalance

Totalresources

Resources:
Beginningfundbalance
Intergovernmental
Miscellaneous
Transfers

Final

2011Ͳ12Budget

Original

Actual
Amounts

$(53,622)

(98,344)

$2,571
21,074
1,317
19,760

$53,622

$44,783
327
8,512
Ͳ

Variancewith
FinalBudget

Requirements:
Personalservices
Materialsandservices
Transfers
Contingency
Unappropriatedending
fundbalance
Totalrequirements

Resources:
Beginningfundbalance
Intergovernmental
Licensesandfees
Miscellaneous
Transfers
Totalresources

Ͳ
$3,212,590

$2,243,000
273,000
504,000
192,590

$201,590
Ͳ
520,000
6,000
2,485,000
$3,212,590

Original

115

Ͳ
$3,212,590

$2,251,000
273,000
504,000
184,590

$201,590
Ͳ
520,000
6,000
2,485,000
$3,212,590

Final

2011Ͳ12Budget

883,807
$3,775,254

$2,177,276
227,290
486,881
Ͳ

$500,516
70,651
707,953
11,134
2,485,000
$3,775,254

Actual
Amounts

ScheduleofResourcesandRequirementsͲBudgettoActual
forthefiscalyearendedJune30,2012

ScheduleofResourcesandRequirementsͲBudgettoActual

forthefiscalyearendedJune30,2012

CityofLakeOswego,Oregon
EngineeringFund

CityofLakeOswego,Oregon

MaintenanceServicesandMotorPoolFund

(883,807)
$(562,664)

$73,724
45,710
17,119
184,590

$298,926
70,651
187,953
5,134
Ͳ
$562,664

Variancewith
FinalBudget
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ScheduleofAccountabilityofIndependentlyElectedOfficials

ScheduleofPropertyTaxTransactionsandOutstandingBalances

ScheduleofFutureBondRequirements

OTHERFINANCIALSCHEDULES
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$179,800
154,000
127,400
99,600
70,400
40,000
20,400
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
$691,600

Refunded
Series
2003A
5/1/03
$23,542
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
$23,542

Fiscal
year
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035

$292,000

$63,300
56,000
48,500
40,800
33,000
25,000
16,900
8,500
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ

$1,727,072

$342,612
288,275
244,475
210,856
174,944
149,789
123,101
94,301
64,044
34,675
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ

Parks
Fields
&Pathways
2/1/03

$1,035,000
1,095,000
815,000
845,000
585,000
610,000
640,000
665,000
635,000
730,000
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ

GeneralObligationBonds
Refunded
Refunded
Series
Series
2006
2011
10/18/06
6/1/12

$645,000

$365,000
375,000
385,000
390,000
400,000
405,000
420,000
425,000
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
$7,655,000

$4,495,000

$645,000
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ

2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035

Parks
Fields
&Pathways
2/1/03

$3,165,000

$645,000
665,000
695,000
730,000
760,000
490,000
510,000
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ

Refunded
Series
2003A
5/1/03

Fiscal
year

GeneralObligationBonds
Refunded
Refunded
Series
Series
2006
2011
10/18/06
6/1/12

CityofLakeOswego
ScheduleofFutureBondRequirements
asofJune30,2012

$7,910,000

$645,000
670,000
700,000
730,000
770,000
800,000
840,000
260,000
270,000
280,000
290,000
305,000
315,000
330,000
345,000
360,000
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
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$656,099

$95,420
89,720
83,820
77,720
70,495
62,120
53,370
44,120
34,370
24,697
15,130
5,117
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ

$2,154,654

$313,141
286,841
259,441
230,841
200,841
167,441
132,641
110,641
100,041
89,041
77,460
65,074
51,975
51 975
38,063
23,297
7,875
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ

RevenueBonds
Surface
Water
Water
Revenue&
Revenue
Refunding
4/1/05
10/18/07

FUTUREBONDINTEREST

$2,155,000

$140,000
145,000
150,000
155,000
165,000
170,000
180,000
190,000
200,000
210,000
220,000
230,000
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ

RevenueBonds
Surface
Water
Water
Revenue &
Revenue&
Revenue
Refunding
4/1/05
10/18/07

FUTUREBONDPRINCIPAL

$34,863,891

$2,463,119
2,411,669
2,358,644
2,304,044
2,247,869
2,189,969
2,120,169
2,037,769
1,952,069
1,862,969
1,770,369
1,661,794
1,535,919
1 535 919
1,403,794
1,279,269
1,163,269
1,042,669
915,272
766,125
595,500
427,844
263,781
90,000

Wastewater
6/3/09

$60,000,000

$1,690,000
1,740,000
1,795,000
1,845,000
1,900,000
1,960,000
2,020,000
2,100,000
2,185,000
2,270,000
2,360,000
2,455,000
2,580,000
2,705,000
2,845,000
2,955,000
3,075,000
3,195,000
3,330,000
3,495,000
3,670,000
3,830,000
4,000,000

Wastewater
6/3/09

$15,940,033

$1,062,413
1,050,913
1,039,263
1,015,763
991,763
967,363
936,238
904,238
868,213
831,225
793,138
750,538
706,588
706 588
661,288
614,638
565,038
511,413
456,000
394,400
321,600
245,800
167,000
85,200

Wastewater
9/21/10

FullFaith&Credit

$35,000,000

$1,150,000
1,165,000
1,175,000
1,200,000
1,220,000
1,245,000
1,280,000
1,310,000
1,345,000
1,385,000
1,420,000
1,465,000
1,510,000
1,555,000
1,600,000
1,650,000
1,705,000
1,760,000
1,820,000
1,895,000
1,970,000
2,045,000
2,130,000

Wastewater
9/21/10

FullFaith&Credit

$4,523,550

$384,575
375,775
355,525
346,125
336,525
321,975
306,975
291,525
278,150
261,800
239,400
216,000
191,600
191 600
166,400
146,600
119,600
91,400
62,000
31,600
Ͳ
Ͳ
Ͳ
Ͳ

LORA
Series
2011A
9/20/11

$11,130,000

$440,000
450,000
470,000
480,000
485,000
500,000
515,000
535,000
545,000
560,000
585,000
610,000
630,000
660,000
675,000
705,000
735,000
760,000
790,000
Ͳ
Ͳ
Ͳ
Ͳ

LORA
Series
Series
2011A
9/20/11

Total

$60,872,441

$4,927,922
4,713,193
4,517,068
4,325,749
4,125,837
3,923,657
3,709,794
3,491,094
3,296,887
3,104,407
2,895,497
2,698,523
2,486,082
2 486 082
2,269,545
2,063,804
1,855,782
1,645,482
1,433,272
1,192,125
917,100
673,644
430,781
175,200

Total

$132,155,000

$6,755,000
6,305,000
6,185,000
6,375,000
6,285,000
6,180,000
6,405,000
5,485,000
5,180,000
5,435,000
4,875,000
5,065,000
5,035,000
5,250,000
5,465,000
5,670,000
5,515,000
5,715,000
5,940,000
5,390,000
5,640,000
5,875,000
6,130,000

CITYOFLAKEOSWEGO,OREGON

$34,934,532

$34,934,532

$Ͳ
1,204,594
491,562
265,831
144,483

$2,106,470

2011Ͳ12
2010Ͳ11
2009Ͳ10
2008Ͳ09
2007Ͳ08&prior

Levy
assessed

Balance
June30,2011

Taxlevy
fiscalyear

asofJune30,2012
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$(795,560)

$(779,823)
(26,335)
1,062
11,482
(1,946)

Add(deduct)
adjustments
anddiscounts

Deduct
cash
collections

$(33,852,771)

$(32,917,116)
(593,815)
(109,529)
(150,141)
(82,170)

ScheduleofPropertyTaxTransactionsandOutstandingBalances

$2,392,671

$1,237,593
584,444
383,095
127,172
60,367

Balance
June30,2012

CITYOFLAKEOSWEGO,OREGON
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OregonRevisedStatutes(ORS)section297requiresastatementofaccountabilityforeachindependently
electedofficialcollectingorreceivingmoneyinthemunicipalcorporation.IncompliancewithORS297,there
arenoindependentlyelectedofficialsthatcollectorreceivemoneyonbehalfoftheCityofLakeOswego.

forthefiscalyearendedJune30,2012

ScheduleofAccountabilityofIndependentlyElectedOfficials
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STATISTICALSECTION
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CITYOFLAKEOSWEGO,OREGON
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Sources:Theinformationintheseschedulesisderivedfromthecomprehensiveannual
financialreportsfortherelevantyear,unlessotherwisenoted.TheCityimplemented
GASBStatement34infiscalyear2003andGASBStatement44infiscalyear2004.

146

137

DebtCapacity
Theseschedulespresentinformationtohelpthereaderassesstheaffordabilityofthe
City’scurrentlevelsofoutstandingdebtandtheCity’sabilitytoissueadditionaldebt
inthefuture.

OperatingInformation
Theseschedulescontainserviceandinfrastructuredatatohelpthereaderunderstand
howtheinformationintheCity’sfinancialreportrelatestotheservicestheCity
providesandtheactivitiesitperforms.

133

RevenueCapacity
TheseschedulescontaininformationtohelpthereaderassesstheCity’smost
significantlocalrevenuesource,propertytaxes.

144

127

FinancialTrends
Theseschedulescontaintrendinformationtohelpthereaderunderstandhow
financialperformancehaschangedovertime.

DemographicandEconomicInformation
Theseschedulesofferdemographicandeconomicindicatorstohelpthereader
understandtheenvironmentwithinwhichtheCity’sfinancialactivitiestakeplace.

Page

Contents

Thissectionprovidesfurtherdetailsasacontextforabetterunderstandingofthefinancialstatements.
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130,932
8,969
28,327
$168,228

66,486
 Ͳ
10,950
77,436

$64,446
8,969
17,377
90,792

2004

125,436
18,823
32,618
$176,877

63,429
 Ͳ
15,585
79,014

$62,007
18,823
17,033
97,863

2005

144,422
19,141
22,223
$185,786

67,102
2,086
12,046
81,234

$77,320
17,055
10,177
104,552

2006

150,217
14,385
28,496
$193,098

70,782
 Ͳ
12,696
83,478

$79,435
14,385
15,800
109,620

Fiscalyear
2007

154,195
13,246
26,365
$193,806

71,929
 Ͳ
11,878
83,807

$82,266
13,245
14,487
109,998

2008
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WiththeimplementationofGASB54,theCityreclassifiedtheMaintenanceServicesandMotorPoolFundandtheEngineeringFund
asinternalservicefundsfromspecialrevenuefunds.Thischangeresultedinarestatementof$631,881unrestrictedfundbalance
movingtobusinessͲtypeactivitiesfromgovernmentalactivitiesJuly1,2010.

126,578
10,846
24,666
$162,090

Primarygovernment
Investedincapitalassets,
netofrelateddebt
Restricted
Unrestricted
Totalprimarygovernmentnetassets

1

66,404
 Ͳ
9,040
75,444

BusinessͲtypeactivities
Investedincapitalassets,
netofrelateddebt
Restricted
Unrestricted
TotalbusinessͲtypeactivitiesnetassets

2003

$60,174
10,846
15,626
86,646

1

Governmentalactivities
Investedincapitalassets,
netofrelateddebt
Restricted
Unrestricted
Totalgovernmentalactivitiesnetassets

forthelastTenfiscalyears
(accrualbasisofaccounting)
(inthousands)

NetAssetsbyComponent

CITYOFLAKEOSWEGO,OREGON

161,513
13,548
22,624
$197,685

77,153
 Ͳ
9,110
86,263

$84,360
13,549
13,514
111,423

2009

166,145
13,026
26,666
$205,837

79,028
166
10,545
89,739

$87,117
12,859
16,121
116,097

2010

173,641
16,688
26,407
$216,736

84,031
222
10,920
95,173

$89,610
16,466
15,487
121,563

20111

181,106
14,709
27,233
$223,048

90,734
 Ͳ
7,488
98,221

$90,372
14,709
19,745
124,826

2012

CITYOFLAKEOSWEGO,OREGON

4,637
4,923
1,432
723
265
Ͳ
Ͳ
Ͳ
Ͳ

11,980

$23,686

4,561
4,395
1,346
764
248
Ͳ
Ͳ
Ͳ
75

11,389

$24,488

11,706

13,099

$ 27,043

11,754

4,403
5,000
1,449
631
271
Ͳ
Ͳ
Ͳ
Ͳ

15,289

$2,284
2,123
724
 2,670
 1,562
4,288
1,638

4,308
4,569
1,282
845
289
Ͳ
Ͳ
11,293
$ 50,242

$5,913
15,435
8,174
3,446
3,653
2,328
38,949

2005

$ 28,417

12,740

5,166
4,937
1,728
642
267
Ͳ
Ͳ
Ͳ
Ͳ

15,677

$3,441
2,090
926
 3,138
 1,954
3,930
198

6,805
4,223
1,508
689
293
Ͳ
Ͳ
13,518
$ 55,671

$5,960
17,052
8,839
4,162
4,112
2,028
42,153

2006

$ 30,657

12,907

4,983
5,232
1,679
698
315
Ͳ
Ͳ
Ͳ
Ͳ

17,750

$3,157
2,201
889
 2,975
 1,751
6,622
155

5,205
4,326
1,746
732
293
Ͳ
Ͳ
12,302
$ 58,590

$7,629
17,395
9,457
4,476
4,160
3,171
46,288

Fiscalyear
2007

$ 26,889

13,295

4,534
5,885
1,799
726
351
Ͳ
Ͳ
Ͳ
Ͳ

13,594

$2,181
2,265
990
 2,493
 1,504
4,020
141

6,220
6,191
1,617
919
325
Ͳ
Ͳ
15,272
$ 63,581

$7,369
18,385
10,006
5,348
4,323
2,878
48,309

2008

Continuedonnextpage
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1TheMaintenance&MotorPoolFundandtheEngineeringFundwerepartofgovernmentalactivitiesuntil2010Ͳ11.Theyarenow
classifiedasinternalservicefunds.

BusinessͲtypeactivities:
Chargesforservices:
Water
Wastewater
Surfacewater
Golfcourse
Tennisfacility
Maintenance&MotorPool1
Engineering1
Operatinggrantsandcontributions
Capitalgrantsandcontributions
TotalbusinessͲtypeactivities
programrevenues
Totalprimarygovernment
programrevenues

$2,301
1,909
644
2,331
444
3,838
239

4,506
3,589
1,169
821
282
Ͳ
Ͳ
10,367
$46,055

$5,206
14,385
7,423
3,106
3,495
2,073
35,688

2004

$3,343
1,830
616
2,885
23
3,860
542

4,471
3,813
1,186
808
226
Ͳ
Ͳ
10,504
$46,633

BusinessͲtypeactivities:
Water
Wastewater
Surfacewater
Golfcourse
Tennisfacility
Maintenance&MotorPool1
Engineering1
TotalbusinessͲtypeactivitiesexpenses
Totalprimarygovernmentexpenses

ProgramRevenues
Governmentalactivities:
Chargesforservices:
Generalgovernment
Publicsafety
Cultureandrecreation
Communitydevelopment
Highwaysandstreets
Operatinggrantsandcontributions
Capitalgrantsandcontributions
Totalgovernmentalactivities
programrevenues

$6,448
13,739
7,380
3,215
3,364
1,983
36,129

2003

Expenses
Governmentalactivities:
Generalgovernment
Publicsafety
Cultureandrecreation
Communitydevelopment
Highwaysandstreets
InterestonlongͲtermdebt
Totalgovernmentalactivitiesexpenses

forthelasttenfiscalyears 1
(accrualbasisofaccounting)
(inthousands)

ChangesinNetAssets

$ 30,465

16,703

4,765
7,223
1,812
730
336
Ͳ
Ͳ
Ͳ
1,837

13,763

$2,240
2,444
1,047
 1,515
 1,333
3,091
2,093

5,461
6,100
1,923
876
347
Ͳ
Ͳ
14,707
$ 61,667

$7,391
18,242
10,311
4,283
4,673
2,061
46,960

2009

$30,658

17,983

5,951
8,393
1,822
658
381
Ͳ
Ͳ
Ͳ
779

12,675

$1,426
2,503
1,046
536
1,445
5,164
555

5,900
5,606
1,996
828
376
Ͳ
Ͳ
14,706
$58,991

$9,128
18,359
10,187
557
4,413
1,640
44,284

2010

$ 39,130

22,124

6,896
10,856
1,964
597
403
211
111
910
175

17,006

$4,222
2,654
953
Ͳ
 1,543
6,678
956

6,522
6,542
2,183
920
349
234
973
17,723
$ 64,998

$12,846
17,390
11,074
Ͳ
4,477
1,487
47,275

2011

$ 41,229

25,124

9,007
12,089
2,103
636
425
228
151
71
414

16,105

$4,152
2,601
947
Ͳ
 1,803
6,313
289

6,756
11,341
2,263
881
361
239
215
22,056
$ 73,641

$15,542
18,689
11,403
Ͳ
4,628
1,324
51,585

2012

ChangeinNetAssets
Governmentalactivities
BusinessͲtypeactivities
Totalprimarygovernment

BusinessͲtypeactivities:
Interestandinvestmentearnings
Capitalcontributions
Otherrevenues
Lossonsaleofcapitalassets
Transfers
TotalbusinessͲtypeactivities
Totalprimarygovernment

$3,870
3,740
$7,610

149
2,820
41
(7)
(148)
2,855
$29,755

$4,146
1,993
$6,139

88
195
97
Ͳ
Ͳ
380
$28,508

$20,987
3,436
1,845
410
561
527
362
Ͳ
Ͳ
28,128

GeneralRevenuesandOtherChangesinNetAssets
Governmentalactivities:
Taxes
Propertytaxes,leviedfor
generalpurposes
$19,870
Propertytaxes,leviedfordebtservice
2,920
Franchisetaxes
1,933
Hotelandmoteltaxes
368
Interestandinvestmentearnings
560
Capitalcontributions
1,015
Otherrevenues
86
Gain(loss)onsaleofcapitalassets
Ͳ
Transfers
148
Totalgovernmentalactivities
26,900

2004
$(23,982)
1,613
$(22,369)

2003
$(23,030)
885
$(22,145)

Net(Expense)Revenue
Governmentalactivities
BusinessͲtypeactivities
Totalprimarygovernmentexpenses

$7,071
1,577
$ 8,648

231
853
32
Ͳ
Ͳ
 1,116
$31,847

$22,385
3,548
2,036
459
980
723
600
Ͳ
Ͳ
 30,731

$(23,660)
461
$(23,199)

2005
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$6,688
2,221
$ 8,909

467
2,494
73
Ͳ
(35)
 2,999
$36,163

$23,530
3,458
2,165
532
1,735
1,538
171
Ͳ
35
 33,164

$(26,476)
(778)
$(27,254)

2006

$5,068
2,243
$ 7,311

761
882
30
Ͳ
(35)
 1,638
$35,244

$24,502
3,342
2,364
614
2,200
257
292
Ͳ
35
 33,606

$(28,538)
605
$(27,933)

Fiscalyear
2007

2008

$379
332
$ 711

827
1,652
60
Ͳ
(230)
 2,309
$37,403

$23,442
6,086
2,558
733
1,329
561
155
Ͳ
230
 35,094

$(34,715)
(1,977)
$(36,692)

2009

2010

$4,676
3,476
$8,152

124
Ͳ
63
Ͳ
12
199
$36,485

$28,565
3,485
2,627
716
455
Ͳ
449
Ͳ
(12)
36,285

$(31,609)
3,277
$(28,332)

2011

$6,097
4,802
$10,899

70
Ͳ
21
Ͳ
310
400
$36,767

$26,170
6,411
2,773
796
337
Ͳ
187
3
(310)
 36,366

$(30,269)
4,402
$(25,868)

Continuedfrompreviouspage

$1,423
2,456
$ 3,879

272
Ͳ
73
Ͳ
115
459
$35,080

$27,057
3,683
2,529
678
524
Ͳ
266
Ͳ
(115)
 34,621

$(33,198)
1,996
$(31,202)

2012

$3,263
3,048
$ 6,311

119
Ͳ
21
Ͳ
(160)
(20)
$38,723

$27,429
6,801
3,135
806
147
Ͳ
261
3
160
 38,743

$(35,480)
3,068
$(32,412)

$1,932,405
1,845,056
1,958,160
2,164,721
2,363,736
2,557,856
2,528,804
2,626,633
2,773,246
3,135,014

Franchise
tax
$1,447,352
1,616,831
1,742,832
1,743,384
1,670,244
1,574,305
1,404,495
1,523,590
1,797,277
1,997,467

Motor
fuel
tax1
$309,928
336,032
348,583
375,831
379,498
430,649
432,498
413,965
429,633
468,432

Alcoholic
beverage
tax1
Total
$26,552,723
28,265,832
30,107,851
31,264,983
32,261,039
33,669,347
34,680,757
36,528,007
37,711,219
39,401,795
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MotorfuelandalcoholicbeveragetaxesarenotdirectlyassessedbytheCityofLakeOswego,butratherbythe
StateofOregon,andthenaportionisallocatedtotheCitybaseduponpopulation.

$22,863,038
24,467,913
26,058,276
26,981,047
27,847,561
29,106,537
30,314,960
31,963,819
32,711,063
33,800,882

2003
2004
2005
2006
2007
2008
2009
2010
2011
2012

1

Property
tax

Fiscal
year

forthelasttenfiscalyears
(modifiedaccrualbasisofaccounting)

GovernmentalActivitiesTaxRevenuesbySource

CITYOFLAKEOSWEGO,OREGON
1

$17,304
11,944
462
Ͳ
Ͳ
Ͳ
$29,710

10,035
658
Ͳ
Ͳ
Ͳ
$31,955

$Ͳ
4,269
Ͳ
Ͳ
Ͳ
Ͳ
$4,269

$21,262

$Ͳ
4,782
Ͳ
Ͳ
Ͳ
Ͳ
$4,782

15,993
356
 Ͳ
 Ͳ
 Ͳ
$35,589

$19,240

$Ͳ
4,983
 Ͳ
 Ͳ
 Ͳ
 Ͳ
$4,983

2005

12,049
190
 Ͳ
 Ͳ
 Ͳ
$29,294

$17,055

$Ͳ
4,918
 Ͳ
 Ͳ
 Ͳ
 Ͳ
$4,918

2006

13,295
250
 Ͳ
 Ͳ
 Ͳ
$34,139

$20,594

$Ͳ
3,257
 Ͳ
 Ͳ
 Ͳ
 Ͳ
$3,257

Fiscalyear
2007

2008

11,990
305
 Ͳ
 Ͳ
 Ͳ
$29,022

$16,727

$Ͳ
3,604
 Ͳ
 Ͳ
 Ͳ
 Ͳ
$3,604
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1ThesereflectthenewclassificationsoffundbalanceasdeterminedforGASB54beginningwithfiscalyear2010Ͳ11.

Allothergovernmentalfunds
Reserved
Unreserved,reportedin:
Specialrevenuefunds
Capitalprojectsfunds
NonͲspendable1
Restricted1
Assigned1
Totalallothergovernmentalfunds

Generalfund
Reserved
Unreserved
NonͲspendable1
Restricted1
Assigned1
Unassigned1
Totalgeneralfund

2003

2004

FundBalancesofGovernmentalFunds
forthelasttenfiscalyears
(modifiedaccrualbasisofaccounting)
(inthousands)

2009

1,159
101
Ͳ
Ͳ
Ͳ
$12,380

$11,120

$5,949
14,054
Ͳ
Ͳ
Ͳ
Ͳ
$20,003

2010

1,423
72
Ͳ
Ͳ
Ͳ
$11,837

$10,342

$6,078
16,359
Ͳ
Ͳ
Ͳ
Ͳ
$22,437

2011

Ͳ
Ͳ
33
10,082
1,423
$11,538

$Ͳ

$Ͳ
Ͳ
1,500
6,956
1,014
16,105
$25,575

2012

Ͳ
Ͳ
Ͳ
9,199
1,740
$10,939

$Ͳ

$Ͳ
Ͳ
1,500
5,954
1,658
15,570
$24,682

Otherfinancingsources(uses):
Transfersin
Transfersout
Proceedsfromsaleofcapitalassets
Proceedsfrombondsissued
ProceedslineͲofͲcreditissued
Proceedsfromrefundingbondsissued
Paymentstorefundedbondescrowagent

Totalotherfinancingsources(uses)
Netchangeinfundbalances

10.7%

(5,045)

1,220
(1,073)
1,256
Ͳ
Ͳ
20,943
(10,991)
11,355
$6,310

Deficiencyofrevenues
underexpenditures

Debtserviceasapercentageofnoncapital
expenditures

2,595
2,274
Ͳ
48,136

1,995
2,054
Ͳ
49,151

12.3%

1,018
(1,018)
913
Ͳ
Ͳ
 Ͳ
Ͳ
913
$(2,758)

(3,671)

8,105
13,866
6,524
4,302
1,856
8,614

$24,468
1,845
4,234
4,355
893
2,455
5,117
67
1,031
44,465

7,704
13,493
6,425
4,307
1,791
11,382

$22,863
1,932
4,793
5,165
674
2,363
5,154
139
1,023
44,106

2004

Expenditures:
Current:
Generalgovernment
Publicsafety
Cultureandrecreation
Communitydevelopment
Highwaysandstreets
Capitaloutlay
Debtservice:
Principal
Interest
Intergovernmentalexpense
Totalexpenditures

Revenues:
 Propertytaxes
Franchisefees
Intergovernmental
Licensesandfees
Finesandforfeitures
Salesandservices
Chargesforservices
SpecialassessmentͲprincipal
Miscellaneous
Totalrevenues

2003

ChangesinFundBalancesofGovernmentalFunds

forthelasttenfiscalyears
(modifiedaccrualbasisofaccounting)
(inthousands)

12.9%

546
(546)
1,617
Ͳ
Ͳ
 17,935
(12,815)
6,737
$6,594

 (143)

3,145
2,372
Ͳ
50,724

8,476
14,905
7,234
4,675
1,890
8,027

$26,058
 2,036
 6,039
 5,769
 1,029
 2,735
 5,270
 46
 1,599
50,581

2005

132

10.5%

3,011
(2,976)
2
Ͳ
Ͳ
 Ͳ
Ͳ
37
$(6,360)

 (6,397)

2,770
1,950
Ͳ
59,029

8,629
16,458
7,747
5,396
2,196
13,883

$26,981
 2,165
 4,302
 7,578
 1,069
 2,876
 5,318
 86
 2,257
52,632

2006

12.3%

1,420
(1,385)
309
Ͳ
20,157
 6,670
(6,579)
20,592
$3,183

(17,409)

2,740
3,285
Ͳ
74,331

9,967
16,862
8,340
5,758
2,168
25,211

$27,847
 2,364
 4,337
 7,098
963
 3,000
 5,945
 28
 5,340
56,922

Fiscalyear
2007
2008

11.3%

2,733
(2,698)
1,104
Ͳ
Ͳ
 Ͳ
Ͳ
1,139
$(4,771)

 (5,910)

2,935
2,840
900
60,594

9,418
17,557
8,655
6,595
2,243
9,451

$29,106
 2,558
 4,359
 5,577
967
 3,015
 7,221
 35
 1,846
54,684

2009

10.3%

19,005
(19,195)
142
Ͳ
Ͳ
Ͳ
Ͳ
(48)
$(242)

(194)

3,161
2,004
Ͳ
52,892

10,424
17,521
8,617
6,053
2,523
2,590

$30,315
2,529
4,460
4,611
823
3,141
6,570
61
88
52,598

2010

9.1%

1,802
(1,851)
3
Ͳ
Ͳ
Ͳ
Ͳ
(46)
$1,890

1,936

3,375
1,273
38
55,784

14,431
17,782
9,283
2,589
2,208
4,804

$31,964
2,627
5,671
4,665
1,129
3,281
6,728
50
1,606
57,720

2011

10.5%

2,694
(3,004)
3
Ͳ
Ͳ
 Ͳ
Ͳ
(307)
$2,937

 3,244

3,510
1,504
150
52,176

14,276
16,702
9,349
Ͳ
2,464
4,221

$32,711
 2,773
 6,123
 5,547
 1,113
 3,341
 2,580
 25
 1,206
55,420

2012

46.8%

19,907
(19,747)
3
15,832
22,657
Ͳ
Ͳ
38,652
$(1,492)

 (40,144)

40,812
1,195
2,000
96,963

15,541
17,997
9,860
Ͳ
2,443
7,115

$ 33,801
3,135
6,623
5,953
 986
3,357
2,585
 12
 366
56,819

CITYOFLAKEOSWEGO,OREGON

Clackamas,Multnomah,andWashingtonCountyAssessors'Offices

Total
$4,015,551,440
4,163,400,360
4,342,601,515
4,513,623,589
4,738,215,630
4,995,291,340
5,235,940,044
5,472,635,813
5,654,433,342
5,849,359,428

Sources:

$67,155,851
69,809,322
75,885,019
65,797,150
64,796,580
67,132,080
65,890,930
91,696,150
93,014,268
126,894,660

$5.8293
6.0573
6.2115
6.1658
6.0739
6.0581
6.0565
6.0453
5.9945
6.0056

Total
direct
taxrate

Real
Property
97%
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Public
Utility
2%

RealMarketValuebyType
forthefiscalyearended2012

Personal
Property
1%

Note:PropertyinOregonisassessedannuallywithinthe3percentlimitsofMeasure50.Countiesassessnew
propertyatapproximately67percentofestimatedrealmarketvalueforalltypesofrealandpersonalproperty.
Taxratesareper$1,000ofassessedvalue.

$89,336,610
82,195,706
85,442,034
87,775,231
91,639,937
91,410,514
99,718,138
97,869,846
85,399,877
82,744,398

$3,859,058,979
4,011,395,332
4,181,274,462
4,360,051,208
4,581,779,113
4,836,748,746
5,070,330,976
5,283,069,817
5,476,019,197
5,639,720,370

2003
2004
2005
2006
2007
2008
2009
2010
2011
2012

Public
utility

Real
property

Personal
property

Assessedvalue
Fiscal
year

(inthousandsofdollars)

forthelasttenfiscalyears

AssessedValueandEstimatedRealMarketValueofTaxableProperty

$5,303,758,907
5,652,069,391
6,038,917,753
6,847,588,629
7,909,898,318
9,444,930,784
9,910,531,110
9,159,770,829
8,094,242,425
7,690,906,645

Estimated
realmarket
value(RMV)

75.7%
73.7
71.9
65.9
59.9
52.9
52.8
59.7
69.9
76.1

Assessed
valueasa
percentage
ofRMV

$4.6636
4.7480
4.8116
4.8076
4.8066
4.8035
4.8055
4.7915
4.7924
4.7855

2003
2004
2005
2006
2007
2008
2009
2010
2011
2012

C

$0.7397
0.8668
0.8689
0.8084
0.7274
0.6964
0.6908
0.6247
0.5883
0.5898

$0.4260
0.4425
0.5310
0.5498
0.5399
0.5582
0.5602
0.6291
0.6138
0.6303

Citydirectrates
General
obligation
debt
Urban
service
renewal1

B

TheCity'sbasicratesareappliedagainstAssessedValue.

$5.8293
6.0573
6.2115
6.1658
6.0739
6.0581
6.0565
6.0453
5.9945
6.0056

Total
direct
$2.49
 2.49
 2.48
 2.48
 2.44
 2.70
 2.70
 3.17
 3.17
 3.14

Clackamas
county

D

Metro2%

Other1%

CityofLake
Oswego
35%

F

$0.35
 0.35
 0.35
 0.35
 0.35
 0.35
 0.35
 0.35
 0.35
 0.35

$0.48
 0.50
 0.49
 0.48
 0.47
 0.48
 0.49
 0.61
 0.61
 0.58
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$6.72
6.71
6.88
7.08
6.79
6.62
6.91
6.91
6.65
6.60

LakeOswego
SchoolDistrict
39%

PCC3%

ESD2%

ClackamasCounty
18%

PropertyTaxRates
DirectandOverlappingGovernments
forthefiscalyearended2012

G
Overlappingrates
Lake
Oswego
school
district

Education
Portland
service
community
district
college

E

IncludesPortofPortland,TriͲMet,LakeGroveParkandVectorControltaxingdistricts.

2

1

Source:ClackamasCountyAssessor'sOffice

Basic
1
rate

Fiscal
year

A

forthelasttenfiscalyears
(rateper$1,000ofassessedvalue)

Metro
$0.27
0.27
0.27
0.27
0.26
0.41
0.38
0.41
0.39
0.30

H

I

Other
$0.24
 0.22
 0.22
 0.24
 0.23
 0.22
 0.22
 0.22
 0.22
 0.19

2

$16.38
16.60
16.90
17.07
16.63
16.84
17.11
17.72
17.38
17.17

Total
direct
and
overlapping

Source:

Total

ClackamasCountyAssessor'sOffice

ShorensteinPropertiesLLC
OswegoLender
PropertyReserveInc.
ComcastCorporation
GramorDevelopment
PhoenixCommercialInvestments
PortlandGeneralElecCo.
NationwideHealthPropertiesInc.
OneJefferson
KruseWayCenterpointeLLC
St.PaulPropertiesInc.
SocietySistersHolyNames
SpiekerProperties
PrimePropertyCapitalInc.
QwestCorporation
SalinasInvestmentsUSAInc.
S/INorthCreekVLLC

Name

currentyearandnineyearsago

CITYOFLAKEOSWEGO,OREGON
PrincipalPropertyTaxpayers

CITYOFLAKEOSWEGO,OREGON

PropertyTaxRatesͲDirectandOverlappingGovernments

$488,850,505

$254,968,472
38,771,229
32,941,412
31,422,500
26,334,149
26,061,883
20,607,000
19,843,832
19,046,534
18,853,494

Assessed
value
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1
2
3
4
5
6
7
8
9
10

Rank

2012

8.36%

4.36%
0.66
0.56
0.54
0.45
0.45
0.35
0.34
0.33
0.32

Percent
oftotal
value

$270,703,113

10
1
2
3
5
8
6

7
9

19,974,263
16,529,000

15,419,461
 52,364,602
44,523,153
29,714,919
24,804,349
17,820,881
24,334,044

4

Rank

$25,218,441

Assessed
value

2003

6.74%

0.38
1.30
1.11
0.74
0.62
0.44
0.61

0.50
0.41

0.63%

Percent
oftotal
value

$23,337,918
25,095,597
26,794,938
27,658,109
28,610,074
30,078,019
31,529,026
32,864,149
33,669,684
34,934,532

Fiscal
year

2003
2004
2005
2006
2007
2008
2009
2010
2011
2012

$21,916,180
23,680,518
25,368,373
26,174,963
27,182,459
28,329,781
29,507,399
30,946,450
31,650,218
32,917,116

94%
94
95
95
95
94
94
94
94
94

Collectedwithinthe
fiscalyearofthelevy
Percentage
Amount
oflevy
$929,088
860,394
665,984
822,538
627,898
743,762
719,498
1,010,812
1,104,553
935,655

Collections
insubsequent
years

$0

$5,000,000

$10,000,000

$15,000,000

$20,000,000

$25,000,000

$30,000,000

$35,000,000

$40,000,000

2003

2004

2005

2006

2008

136

2007

CityPropertyTaxesLevied

2009

2010

2011

2012

98%
98
97
98
97
97
96
97
97
97

Totalcollectionstodate
Percentage
Amount
oflevy
$22,845,268
24,540,912
26,034,357
26,997,501
27,810,357
29,073,543
30,226,897
31,957,262
32,754,771
33,852,771

Sources: AnnualfinancialstatementsandinternalaccountingreportsoftheCityofLakeOswego

Taxeslevied
forthe
fiscalyear

forthelasttenfiscalyears

$36,635,000
34,675,000
32,300,000
30,005,000
27,875,000
25,665,000
23,380,000
21,020,000
18,580,000
15,960,000

Fiscal
year
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012

$14,220,000
13,585,000
17,935,000
17,460,000
16,960,000
16,235,000
15,360,000
14,345,000
13,275,000
11,130,000

Redevelopment
agency
urbanrenewal
bonds
$ Ͳ
 Ͳ
 Ͳ
 Ͳ
 Ͳ
12,000,000
12,000,000
 Ͳ
 Ͳ
 Ͳ

Wastewater
bond
anticipation
notes1

Surface
water
revenue
bonds2
$505,000
 Ͳ
3,000,000
2,905,000
2,790,000
2,670,000
2,545,000
2,420,000
2,290,000
2,155,000

BusinessͲtypeactivities

$6,510,000
6,265,000
6,005,000
5,735,000
5,450,000
10,205,000
9,675,000
9,120,000
8,525,000
7,910,000

Water
revenue
bonds

$ Ͳ
 Ͳ
 Ͳ
 Ͳ
 Ͳ
 Ͳ
60,000,000
60,000,000
95,000,000
95,000,000

Wastewater
FullFaith
&Credit
bonds

$57,870,000
54,525,000
59,240,000
56,105,000
53,075,000
66,775,000
122,960,000
106,905,000
137,670,000
132,155,000

Total
primary
government

84.83%
76.87
79.25
69.44
62.22
74.21
142.99
120.17
NA
NA

Percentage
ofpersonal
income3

137

Personalincomeandpopulationdatacanbefoundinthedemographicstatisticonpage144.

3

Series1994SurfaceWaterrevenuebondswerepaidoffinfiscalyear2004.TheSeries2005SurfaceWaterrevenuebondswereissuedinfiscalyear2005.

2

Wastewaterbondanticipationnoteswereissuedinanticipationofredemptionwithsewerrevenuebondsinfiscalyear2009.
WastewaterbondswereissuedinJune2009andtheBANswereredeemedinJuly2009.ThenadditionalwastewaterbondswereissuedinSeptember2010.

1

Note:DetailsregardingtheCity'soutstandingdebtcanbefoundinthenotestothebasicfinancialstatements.

General
obligation
bonds

Governmentalactivities

forthelasttenfiscalyears

CITYOFLAKEOSWEGO,OREGON
RatiosofOutstandingDebtbyType

CITYOFLAKEOSWEGO,OREGON

PropertyTaxLeviesandCollections

$1,619
1,525
1,652
1,555
1,460
1,837
3,351
2,909
3,736
3,599

Per
capita3

$36,635,000
34,675,000
32,300,000
30,005,000
27,875,000
25,665,000
23,380,000
21,020,000
18,580,000
15,960,000

2003
2004
2005
2006
2007
2008
2009
2010
2011
2012

$14,220,000
13,585,000
17,935,000
17,460,000
16,960,000
16,235,000
15,360,000
14,345,000
13,275,000
11,130,000

Redevelopment
agency
urbanrenewal
bonds

$2,470,305
2,400,640
2,294,089
845,702
509,586
773,392
1,425,502
1,879,141
1,634,088
1,133,494

Less:Amounts
availablein
debtservice
fund
$48,384,695
45,859,360
47,940,911
46,619,298
44,325,414
41,126,608
37,314,498
33,485,859
30,220,912
25,956,506

Total
1.20%
1.10
1.10
1.03
0.94
0.82
0.71
0.61
0.53
0.44

2
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Per
capita2
$1,353
 1,282
 1,337
 1,292
 1,219
 1,132
 1,017
 911
 820
 707

Propertyvaluedatacanbefoundontheassessedvalueandestimatedrealmarketvalueoftaxablepropertyonpage133.
Populationdatacanbefoundinthedemographicstatisticonpage144.

1

1

property

Note:DetailsregardingtheCity'soutstandingdebtcanbefoundinthenotestothefinancialstatements.

General
obligation
bonds

Fiscal
year

Governmentalunit

OregonStateTreasuryDepartment,DebtManagementDivision

$1,255,068,632

100.00%

15.62
0.27
0.46
0.02

72,910,000
30,100,000
89,000,000
14,050,000
1,239,108,632

15,960,000

86.56%
4.08
5.02
0.58
4.09

$110,703,506
273,485,000
188,165,000
460,455,126
 240,000

Estimated
percentage
applicable

139

Note: Overlappinggovernmentsarethosethatcoincide,atleastinpart,withthegeographicboundariesofthecity.
Thisscheduleestimatestheportionoftheoutstandingdebtofthoseoverlappinggovernmentsthatisborne
bytheresidentsandbusinessesoftheCity.Thisprocessrecognizesthat,whenconsideringtheCity'sability
toissueandrepaylongͲtermdebt,theentiredebtburdenbornebytheresidentsandbusinessesshouldbe
takenintoaccount.However,thisdoesnotimplythateverytaxpayerisaresident,andthereforeresponsible
forrepayingthedebt,ofeachoverlappinggovernment.

Source:

Totaldirectandoverlappingdebtoutstanding

Directdebtoutstanding:
CityofLakeOswego,Oregon

Debtrepaidwithpropertytaxes:
LakeOswegoSD#7J
Metro
PortlandCommunityCollege
MultnomahCountySD#1J
TriͲMet
Otherdistricts:
ClackamasCounty
ClackamasCommunityCollege
MultnomahCounty
WashingtonCounty
Subtotal,overlappingdebt

Debt
outstanding

asofJune30,2012

forthelasttenfiscalyears

Percentageof
estimated
actualtaxable
valueof

CITYOFLAKEOSWEGO,OREGON
DirectandOverlappingGovernmentalActivitiesDebt

CITYOFLAKEOSWEGO,OREGON

RatiosofGeneralBondedDebtOutstanding

$146,963,523

15,960,000

11,390,146
 79,795
 405,039
 2,459
131,003,523

$95,827,944
11,155,453
9,447,953
2,684,914
 9,820

Amount
applicable
toCityof
LakeOswego

CITYOFLAKEOSWEGO,OREGON

Continuedonnextpage

Totalnetdebtapplicabletothelimit
asapercentageofdebtlimit

140

21.47%

$124,948,072

Legaldebtmargin

2003

$159,112,767
34,164,695

Debtlimit
Totalnetdebtapplicabletolimit

forthelasttenfiscalyears

LegalDebtMarginInformation

2004

19.03%

$137,287,722

$169,562,082
32,274,360

2005

17.83%

$148,867,533

$181,167,533
32,300,000

2006

14.61%

$175,422,659

$205,427,659
30,005,000

2007

2008

2009

7.86%

$273,935,933

$297,315,933
23,380,000

2010

7.65%

$253,773,125

$274,793,125
21,020,000

2011

2012

141

Continuedfrompreviouspage

Source:Clackamas,Multnomah,andWashingtonCountyDepartmentofAssessmentandTaxation

1



$214,767,199

Note:PursuanttoOregonRevisedStatutes287.004,outstandinggeneralobligationdebtis
limitedto3percentofrealmarketvalue

15,960,000

(60,000,000)
(35,000,000)
(7,910,000)
(2,155,000)
(11,130,000)

132,155,000

$7,690,906,645
3%
230,727,199

6.92%

$214,767,199

$230,727,199
15,960,000

Netamountofdebtapplicabletolimit

7.65%

$224,247,273

$242,827,273
18,580,000

LegaldebtmarginͲamountavailableforfutureindebtedness

Amountofdebtapplicabletodebtlimit:
Totalbondeddebt
Lessdebtexcludedfromdebtlimit:
WastewaterFullFaith&Creditbonds'09
WastewaterFullFaith&Creditbonds'10
Revenuebondsandrefunding,Water'07
Revenuebonds,Series2005SurfaceWater
Urbanrenewalbonds,Series2011ͲA

Debtlimit(3%oftotalpropertyrealmarketvalue)

Totalpropertyrealmarketvalue1

Legaldebtmargincalculationforfiscalyearended2011Ͳ12

9.06%

$257,682,924

$283,347,924
25,665,000




11.75%

$209,421,950

$237,296,950
27,875,000

CITYOFLAKEOSWEGO,OREGON

2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
$1,845,476
1,922,940
1,737,705
2,419,328
2,344,799
1,129,876
1,679,476
2,542,435
2,983,995
4,588,655

$324,979
314,179
302,816
290,891
278,404
394,083
410,819
386,779
362,541
338,341

Continuedonnextpage
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Includesoperatingexpensesexceptfordepreciationand,startingwithfiscalyear2000,transferstothegeneraland
communitydevelopmentfundsareexcludedaswellthroughfiscalyear2009,pursuanttobondcovenantscoverage
requirements.Startinginfiscalyear2010thetransfersfromtheengineeringfundhavebeenexcludedinsteadofthe
communitydevelopmentfund.

$235,000
245,000
260,000
270,000
285,000
300,000
530,000
555,000
595,000
615,000

WaterRevenueBonds
Net
Debtservicerequirements
available
revenue
Principal
Interest

Includesoperatingrevenueplusinterestincomeonoperatingearnings

2

1

$2,335,440
2,292,645
2,288,354
4,459,749
2,926,424
3,764,285
3,208,067
3,024,106
3,296,122
3,473,983

Less:
operating
expenses2

AnnualfinancialstatementsoftheCityofLakeOswego

$4,180,916
4,215,585
4,026,059
6,879,077
5,271,223
4,894,161
4,887,543
5,566,541
6,280,117
8,062,638

Fiscal
year

Source:

Utility
service
charges1

forthelasttenfiscalyears

PledgedͲRevenueCoverage

3.30
3.44
3.09
4.31
4.16
1.63
1.79
2.70
3.12
4.81

Coverage
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012

$30,000
35,000
—
95,000
115,000
120,000
125,000
125,000
130,000
135,000

$32,555
30,890
—
143,272
120,945
117,420
113,589
109,526
105,220
100,582

3

143

In2005,surfacewaterrevenuebondsfor$3,000,000wereissuedandthepreviousbondissuewaspaidoff.

15.18
16.68
n/a
2.32
2.91
3.60
4.29
5.24
5.50
5.31

Coverage

Continuedfrompreviouspage

Includesoperatingexpensesexceptfordepreciationandtransferstothegeneraland
communitydevelopmentfundsareexcludedaswellthroughfiscalyear2009,pursuanttobondcovenantscoverage
requirements.Startinginfiscalyear2010thetransfersfromtheengineeringfundhavebeenexcludedinsteadofthe
communitydevelopmentfund.

Includesoperatingrevenueplusinterestincomeonoperatingearnings

2

1

$949,779
1,099,042
1,010,097
551,836
686,358
855,582
1,024,347
1,228,966
1,292,633
1,252,007

SurfaceWaterRevenueBonds
Net
Debtservicerequirements
available
revenue
Principal
Interest

$406,623
343,582
472,779
563,365
646,642
528,878
820,043
607,675
680,542
851,156

Less:
operating
expenses2

AnnualfinancialstatementsoftheCityofLakeOswego

$1,356,402
1,442,624
1,482,876
1,115,201
1,333,000
1,384,460
1,844,390
1,836,641
1,973,175
2,103,163

Fiscal
year

Source:

Utility
service
charges1

35,750
35,759
35,860
36,075
36,350
36,345
36,698
36,755
36,845
36,725

2003
2004
2005
2006
2007
2008
2009
2010
2011
2012

$68,222
70,927
74,750
80,794
85,305
89,977
85,995
88,965
*
*

$33,705
34,780
36,158
38,416
39,903
41,410
38,969
39,843
*
*

Percapita
personal
income1
7,045
6,995
6,916
6,896
6,746
6,777
6,743
6,702
6,746
6,765

School
enrollment
9.1%
7.0
6.2
5.3
4.8
5.3
11.5
10.3
10.1
5.8

Unemployment
rate
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2009

SchoolEnrollment

2008

2010

PopulationandSchoolEnrollmentTrends

2011

2012

Sources: CenterforPopulationResearchandCensus,PortlandStateUniversity
BureauofEconomicAnalysis
1
Beginningin2009,thedatareflectsachangetothestatisticalareausedforthemetropolitan
statisticalareatoPortlandͲVancouverͲHillsboro,ORͲWA(VancouvernowreplacesBeaverton
asaprincipalcitybasedonpopulation.)AllpriorfiscalyearswereupdatedtoreflectBEA
revisedfiguresasofApril2012.
revised figures as of April 2012.
LakeOswegoSchoolDistrict
StateofOregonEmploymentDivision(PortlandPMSA)

*Informationunavailableatthistime

Population

Personal
income
(inmillions)1

Source:

ChamberofCommerceandClackamasCounty

2,649

568
354
312
281
246
200
200
173
165
150

LakeOswegoSchoolDistrict
CityofLakeOswego
WaggenerEdstrom,Inc.
Stanford'sRestaurant
MicroSystemsEngineering,Inc.
Mary'sWoodsatMarylhurst
JacobsEngineeringGroup,Inc.
NewSeasonsMarket,Inc.
PacificareofOregon
Autodesk,Inc.
SafecoInsurance
BlackwellNorthAmerica
GageIndustries,Inc.
SafewayStores
MeritageMortgageCorp.
Total

Employees

Employer

currentyearandnineyearsago

forthelasttenfiscalyears

Fiscal
year

CITYOFLAKEOSWEGO,OREGON
PrincipalEmployers

CITYOFLAKEOSWEGO,OREGON

DemographicandEconomicStatistics

1
2
3
4
5
6
7
8
9
10

Rank

2012
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7.48%

1.60%
1.00
0.88
0.79
0.69
0.56
0.56
0.49
0.47
0.42

Percentage
oftotalCity
employment

2,810

5
6
7
8
9

230
200
195
191
191

8.44%

0.69
0.60
0.59
0.57
0.57

0.53

0.89

3
10

296

2.17%
1.00
0.83

Percentage
oftotalCity
employment
1
2
4

Rank

175

721
333
278

Employees

2003

2009

2010

20111
2012

Ͳ

Ͳ
Ͳ

Ͳ
Ͳ

Ͳ
19.5 20.3

8.5 8.8

Source:CityofLakeOswego'sFinancedepartment
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WiththeimplementationofGASB54,MaintenanceServicesandMotorPoolFundandtheEngineeringFundwerereclassifiedas
internalservicefunds.TheFTEfromMaintenanceServicesandMotorPoolhadpreviouslybeenrecognizedingeneralgovernment,
whileEngineeringhadbeenrecognizedinPublicWorks.

1

Ͳ

Ͳ

333.0 335.8 336.8 342.2 345.4 350.1 352.4 357.4 355.0 354.5

Ͳ

Ͳ

Total

Ͳ

Ͳ

Ͳ

Ͳ

Engineering

Ͳ

3.0 3.0 3.0 3.0 3.0 3.0 3.3 3.3 3.8 3.8

Ͳ

Surfacewater

5.2 5.2 5.2 6.2 6.2 11.2 11.4 11.4 10.4 8.2

Wastewater

MaintenanceServicesandMotorPool

14.2 14.2 14.2 14.2 15.2 15.2 14.7 14.7 18.7 20.7

Water

Ͳ

44.0 44.5 45.0 49.7 49.7 48.7 46.0 25.0 Ͳ

5.3 5.3 5.3 5.3 5.3 5.3 5.3 5.3 4.8 4.8

PublicWorks

Highwaysandstreets

85.4 87.5 87.5 88.0 89.7 89.9 94.5 94.5 92.6 92.4

2008

Cultureandrecreation

2007

55.9 53.6 54.1 51.3 50.3 50.8 52.2 78.2 75.7 74.5

2006

120.0 122.5 122.5 124.5 126.0 126.0 125.0 125.0 121.0 121.0

2005

Generalgovernment

2004

Fiscalyear

Publicsafety

2003

Function/Program

forthelasttenfiscalyears

 11,976
 5,200

5,200  5,200

 6,084

11,786  11,948

 12,235
4,991  5,087

 5,200

 12,068

 7,214

 12,179

 597

 32

 10,158

 1,030
 7,141
 3,302
 2,685

2006

 5,200

 12,149

 7,698

 12,207

 340

 33

 10,710

 1,388
 4,333
 3,531
 2,694

 5,200

 12,239

 5,753

 12,267

 322

 33

 12,236

 1,364
 5,617
 3,615
 2,793

2008

Fiscalyear
2007

1,222
6,329
3,517
2,361

Source:CityofLakeOswego'sFinancedepartment
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2010

 12,277
 5,200

5,200 5,200

 4,900

 12,186

 297

 36

 14,193

 1,095
 6,062
 3,520
 2,484

2011

12,232 12,243

5,750 5,460

12,296 12,315

372 275

33 36

13,506 14,008

1,419
5,456
3,835
2,715

2009

Asof2007,trafficviolationsnolongerincludestrafficwarnings.
InpreviousCAFRreportstheserviceconnectionsincludedunassignedmeters.Asofthe2010Ͳ11CAFR,theconnectioncountwasupdated
retroactivelytonotincludeunassignedmeters.

1

Wastewater
Serviceconnections
Averagedailysewagetreatment
(inthousandsofgallons)

Water
Serviceconnections 2
Averagedailyconsumption
(inthousandsofgallons)

 555

 31

 9,977

 1,261
 7,358
 3,177
 2,596

2005

12,073  12,161

444  495

BusinessͲtypeactivities:

Communitydevelopment
Residentialbuildingpermitsissued

9,047  8,153

 1,326
 7,580
 3,143
 2,466

2004

27  30

1,348
6,287
3,283
2,346

2003

Cultureandrecreation
Libraryvolunteerhours
LibraryͲaverageitemscirculated
percapita

Publicsafety
Physicalarrests
Trafficviolations1
Emergencyfireandmedicalresponses
Emergencycalls(Police)

Governmentalactivities:

Function/Program

forthelasttenfiscalyears 1

CITYOFLAKEOSWEGO,OREGON
OperatingIndicatorsbyFunction

CITYOFLAKEOSWEGO,OREGON

FullͲtimeEquivalentCityGovernmentEmployeesbyFunction

 5,200

 12,347

 4,811

 12,139

 301

 34

 13,467

 912
 5,474
 3,389
 2,374

2012

CITYOFLAKEOSWEGO,OREGON

179

42,690

598

2003

Source:CityofLakeOswego'sFinancedepartment

Highwaysandstreets
Milesofstreets

Communitydevelopment
Valueofnewbuildingconstruction
(inthousands)

Cultureandrecreation
Parkandopenspaceacreage

Governmentalactivities:

Function/Program

forthelasttenfiscalyears

CapitalAssetsStatisticsbyFunction

179

31,326

598

2004

179

47,039

598

2005

179

56,895

603

179

50,772

603

2008

Fiscalyear
2007
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179

66,822

603

2006

179

13,023

603

2009

179

10,399

603

2010

179

28,452

603

2011



179

20,350

601

2012
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September 11, 2013

City of Lake Oswego, Oregon
Lake Oswego, Oregon
$75,290,000
City of Lake Oswego, Oregon
Full Faith and Credit Obligations, Series 2013
(Final Opinion)
Ladies and Gentlemen:
We have acted as special counsel to the City of Lake Oswego, Oregon (the “City”) in
connection with the execution and delivery of $75,290,000 aggregate principal amount of Full
Faith and Credit Obligations, Series 2013 ((the “Obligations”) which are executed and delivered
by Wells Fargo Bank, National Association, as escrow agent (the “Escrow Agent”), pursuant to
an Escrow Agreement, dated as of September 1, 2013, (the “Escrow Agreement”) between the
Escrow Agent and the City. In such connection, we have reviewed the Escrow Agreement, a
Financing Agreement between the Escrow Agent and the City, dated as of September 1, 2013
(the “Financing Agreement”), Resolution No. 13-17 adopted by the City Council of the City on
July 16, 2013 (the “Resolution”), a tax certificate of the City, dated as of the date hereof (the
“Tax Certificate”), certificates of the City and the Escrow Agent and others and such other
documents and matters to the extent we deemed necessary to render the opinions set forth herein.
Capitalized terms not otherwise defined herein shall have the meanings ascribed thereto in the
Escrow Agreement.
The opinions expressed herein are based on an analysis of existing laws, regulations,
rulings and court decisions and cover certain matters not directly addressed by such authorities.
Such opinions may be affected by actions taken or omitted or events occurring after the date
hereof. We have not undertaken to determine, or to inform any person, whether any such actions
are taken or omitted or events do occur or any other matters come to our attention after the date
hereof. Accordingly, this letter speaks only as of its date and is not intended to, and may not, be
relied upon or otherwise used in connection with any such actions, events or matters. Our
engagement with respect to the Obligations has concluded with their execution and delivery, and
we disclaim any obligation to update this letter. We have assumed the genuineness of all
documents and signatures presented to us (whether as originals or as copies) and the due and
legal execution and delivery thereof by, and validity against, any parties other than the Issuer.
We have assumed, without undertaking to verify, the accuracy of the factual matters represented,
warranted or certified in the documents referred to in the first paragraph hereof. Furthermore,
we have assumed compliance with all covenants and agreements contained in the Financing
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September 11, 2013
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Agreement, the Escrow Agreement, the Resolution and the Tax Certificate, including (without
limitation) covenants and agreements, compliance with which is necessary to assure that future
actions, omissions or events will not cause the portion of each Financing Payment designated as
and constituting interest paid by the City under the Financing Agreement with respect to the
Obligations to be included in gross income for federal income tax purposes.
We call attention to the fact that the rights and obligations with respect to the Obligations
and under the Financing Agreement, the Escrow Agreement, the Resolution and the Tax
Certificate and their enforceability may be subject to bankruptcy, insolvency, reorganization,
arrangement, fraudulent conveyance, moratorium and other laws relating to or affecting
creditors’ rights, to the application of equitable principles, to the exercise of judicial discretion in
appropriate cases and to the limitations on legal remedies against cities in the State of Oregon.
We express no opinion with respect to any indemnification, contribution, liquidated damages,
penalty (including any remedy deemed to constitute a penalty), arbitration, choice of law, choice
of forum, choice of venue, waiver or severability provisions contained in the foregoing
documents, nor do we express any opinion with respect to the state or quality of title to or
interest in any of the assets described in or as subject to the lien of the Financing Agreement or
the accuracy or sufficiency of the description contained therein of, or the remedies available to
enforce liens on, any such assets. Our services did not include financial or other non-legal
advice. Finally, we undertake no responsibility for the accuracy, completeness or fairness of the
Official Statement or other offering material relating to the Obligations and express no opinion
with respect thereto.
Based on and subject to the foregoing, and in reliance thereon, as of the date hereof, we
are of the following opinions:
1.
The Financing Agreement and the Escrow Agreement have been duly executed
and delivered by, and constitute valid and binding obligations of, the City.
2.
The Obligations constitute the valid and binding obligation of the City, payable
from the City’s general non-restricted revenues and other funds which may be lawfully available
therefor.
3.
The portion of each Financing Payment designated as and constituting interest
paid by the City under the Financing Agreement with respect to the Obligations and received by
the registered owners of the Obligations is excluded from gross income for federal income tax
purposes under Section 103 of the Internal Revenue Code of 1986 and is exempt from State of
Oregon personal income taxes. Such interest component is not a specific preference item for
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purposes of the federal individual or corporate alternative minimum taxes, although we observe
that it is included in adjusted current earnings when calculating corporate alternative minimum
taxable income. We express no opinion regarding other tax consequences related to the
ownership or disposition of, or the accrual or receipt of interest on, the Obligations.
Faithfully yours,
ORRICK, HERRINGTON & SUTCLIFFE LLP
per

OHSUSA:754339155.2
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CONTINUING DISCLOSURE CERTIFICATE
$75,290,000
CITY OF LAKE OSWEGO, OREGON
FULL FAITH AND CREDIT OBLIGATIONS
SERIES 2013

This Continuing Disclosure Certificate (this “Certificate”) is executed and delivered by
the City of Lake Oswego, Oregon (the “City”) in connection with the execution and delivery of
the City of Lake Oswego, Oregon Full Faith and Credit Obligations, Series 2013 (the
“Obligations”). The Obligations are being executed and delivered pursuant to Resolution No.
13-17 adopted by the City Council of the City on July 16, 2013 (the “Resolution”) and pursuant
to a Financing Agreement dated as of September 1, 2013 (the “Financing Agreement”) and an
Escrow Agreement dated as of September 1, 2013 (the “Escrow Agreement”). The City
covenants and agrees as follows:
Section 1. Purpose of Certificate. This Certificate is being executed and delivered by the
City for the benefit of the holders of the Obligations and to assist Morgan Stanley & Co. LLC
(the “Purchaser”) in complying with paragraph (b)(5) of Securities and Exchange Commission
Rule 15c2-12 (17 C.F.R. § 240.15c2-12) (the “Rule”).
Section 2. Definitions. Unless the context otherwise requires, the terms defined in this
Section shall, for the purposes of this Certificate, have the meanings herein specified.
“Beneficial Owner” means any person who has the power, directly or indirectly, to vote
or consent with respect to, or to dispose of ownership of any Obligations, including persons
holding Obligations through nominees or depositories.
“Commission” means the Securities and Exchange Commission.
“EMMA” means the Electronic Municipal Market Access system established through the
MSRB for purposes of the Rule, currently located at http://emma.msrb.org.
“Listed Events” shall mean any of the events listed in Section 4(a) or (b) of this
Certificate.
“MSRB” means the Municipal Securities Rulemaking Board or any other entity
designated or authorized by the Securities and Exchange Commission to receive reports pursuant
to the Rule.
“Official Statement” means the final official statement for the Obligations which is dated
August 27, 2013.
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“Rule” means the Commission’s Rule 15c2-12 under the Securities and Exchange Act of
1934, as the same may be amended from time to time.
Section 3. Annual Financial Information. The City, as the “obligated person” for
purposes of the Rule, hereby agrees to provide or cause to be provided at least annually to the
MSRB, or such other central repository including any electronic municipal market access system
established through the MSRB for purposes of the Rule, the financial information regarding the
City of the type set forth in Table 15 and Tables 19 through 22 of the final Official Statement
and the City’s annual audited financial statements prepared in accordance with generally
accepted accounting principles (collectively, the “Annual Financial Information”).
The Annual Financial Information described above will be available no later than nine (9)
months after the end of the preceding fiscal year, beginning with the City’s fiscal year ending
June 30, 2013. The City may adjust this fiscal year by providing written notice of the change of
fiscal year to the MSRB. Such information will include the City’s audited financial statements
of the type set forth in the Official Statement prepared in accordance with generally accepted
accounting principles as established by the Government Accounting Standards Board as in effect
from time to time; provided, however, that if audited financial statements are not available within
nine (9) months after the end of the preceding fiscal year, unaudited financial statements will be
provided with audited financial statements to follow when available.
Any or all of the items listed above may be set forth in one or a set of documents or may
be included by specific reference to other documents, including official statements of debt issues
of the City or related public entities, which have been made available to the public on the
MSRB’s website. The City shall clearly identify each such other document so included by
reference.
Section 4. Reporting of Significant Events.
(a)
The City shall give, or cause to be given, notice of the occurrence of any of the
following events with respect to the Obligations in a timely manner not later than ten business
days after the occurrence of the event:

(1)

Principal and interest payment delinquencies;

(2)
difficulties;

Unscheduled draws on debt service reserves reflecting financial

(3)
difficulties;

Unscheduled

(4)

draws

on

credit

enhancements

reflecting

financial

Substitution of credit or liquidity providers, or their failure to perform;

(5)
Adverse tax opinions or issuance by the Internal Revenue Service of
proposed or final determination of taxability or of a Notice of Proposed Issue (IRS Form
5701 TEB);
(6)

Tender offers;
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(7)

Defeasances;

(8)

Rating changes; or

(9)

Bankruptcy, insolvency, receivership or similar event of the obligated

person.
Note: for the purposes of the event identified in subparagraph (9), the
event is considered to occur when any of the following occur: the
appointment of a receiver, fiscal agent or similar officer for an obligated
person in a proceeding under the U.S. Bankruptcy Code or in any other
proceeding under state or federal law in which a court or governmental
authority has assumed jurisdiction over substantially all of the assets or
business of the obligated person, or if such jurisdiction has been assumed
by leaving the existing governmental body and officials or officers in
possession but subject to the supervision and orders of a court or
governmental authority, or the entry of an order confirming a plan of
reorganization, arrangement or liquidation by a court or governmental
authority having supervision or jurisdiction over substantially all of the
assets or business of the obligated person.
The City shall give, or cause to be given, notice of the occurrence of any of the
following events with respect to the Obligations, if material, in a timely manner not later than ten
business days after the occurrence of the event:
(b)

(1)
Unless described in paragraph 4(a)(5), other material notices of
determinations by the Internal Revenue Service with respect to the tax status of the
Obligations or other material events affecting the tax status of the Obligations;
(2)

Modifications to rights of Beneficial Owners;

(3)

Optional, unscheduled or contingent Obligation calls;

(4)
Obligations;
(5)

Release, substitution, or sale of property securing repayment of the
Non-payment related defaults;

(6)
The consummation of a merger, consolidation, or acquisition involving an
obligated person or the sale of all or substantially all of the assets of the obligated person,
other than in the ordinary course of business, the entry into a definitive agreement to
undertake such an action or the termination of a definitive agreement relating to any such
actions, other than pursuant to its terms; or
(7)
a trustee.

Appointment of a successor or additional trustee or the change of name of

(c)
Upon the occurrence of a Listed Event described in Section 4(a), or upon the
occurrence of a Listed Event described in Section 4(b) which the City determines would be
Page 3 – Continuing Disclosure Certificate

material under applicable federal securities laws, the City shall within ten business days of
occurrence file a notice of such occurrence with the MSRB. Notwithstanding the foregoing,
notice of the Listed Event described in subsections (b)(3) need not be given under this subsection
any earlier than the notice (if any) of the underlying event is given to Owners of affected
Obligations pursuant to the Financing Agreement.
Section 5. Failure to File Annual Financial Information. The City agrees to provide or
cause to be provided to the MSRB in a timely manner, notice of a failure by the City to provide
the Annual Financial Information described in Section 3 above on or prior to the time set forth in
Section 3.
Section 6. Dissemination Agent. The City may, from time to time, engage or appoint an
agent to assist the City in disseminating information hereunder (the “Dissemination Agent”).
The City may discharge any Dissemination Agent with or without appointing a successor
Dissemination Agent.
Section 7. Format for Filings with MSRB; EMMA. All documents required to be
provided to the MSRB hereunder, including pursuant to Sections 3, 4 and 5 of this Certificate,
shall be accompanied by such identifying information and shall be provided in an electronic
format as prescribed by the MSRB through EMMA, or as otherwise prescribed by the MSRB.
Section 8. Termination of Obligations/Modification. Pursuant to paragraph (b)(5)(iii) of
the Rule, the City’s obligation to provide Annual Financial Information and notices of material
events, as set forth above, shall terminate if and when the City no longer remains an obligated
person with respect to the Obligations, which shall occur upon either redemption in full of the
Obligations, or legal defeasance of the Obligations.
In addition, and notwithstanding the provisions of Section 10 below, the City may rescind
its obligations under this Certificate, in whole or in part, if (i) the City obtains an opinion of
nationally recognized bond counsel to the effect that those portions of the Rule which require
this Certificate, or any such provision, are invalid, have been repealed retroactively or otherwise
do not apply to the Obligations; and (ii) notifies and provides to the MSRB a copy of such
opinion.
Section 9. Enforceability and Remedies. The City agrees that this Certificate is intended
to be for the benefit of registered and beneficial holders of the Obligations and shall be
enforceable by or on behalf of any such holder; provided that, the right of any holders of the
Obligations to challenge the adequacy of the information furnished hereunder shall be limited to
an action by or on behalf of holders of the Obligations representing at least twenty-five percent
(25%) of the aggregate outstanding principal amount of Obligations. Any failure by the City to
comply with the provisions of this undertaking shall not be an event of default with respect to the
Obligations under the Resolution. This Certificate confers no rights on any person or entity other
than the City, holders of the Obligations, and any Dissemination Agent.
Section 10. Amendment. Notwithstanding any other provision of this Certificate, the
City may amend this Certificate, without consent of holders of the Obligations under the
following conditions:
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(a)
The amendment may only be made in connection with a change in circumstances
that arises from a change in legal requirements, change in law, or change in the identity, nature,
or status of the obligated person or type of business conducted;

This Certificate, as amended, would have complied with the requirements of the
Rule at the time of the primary offering, after taking into account any amendments or
interpretations of the Rule, as well as any change in circumstances; and
(b)

(c)
The amendment (i) does not materially impair the interest of holders of the
Obligations, as determined either by parties unaffiliated with the City (such as nationally
recognized bond counsel), or (ii) by approving vote of by holders of the Obligations representing
sixty percent (60%) of the aggregate outstanding principal amount of the Obligations at the time
of the amendment and consistent with the terms of the Resolution.

The Annual Financial Information submitted pursuant to Section 3 above will explain, in
narrative form, the reasons for any such amendment and the impact of the change in the type of
operating data or financial information being provided.
Section 11. Additional Information. Nothing in this Certificate shall be deemed to
prevent the City from disseminating any other information, using the means of dissemination set
forth in this Certificate or any other means of communication, or including any other information
or notice required to be filed pursuant to this Certificate, in addition to that which is required by
this Certificate. If the City chooses to include any information or notice in addition to that which
is specifically required by this Certificate, the City shall have no obligation under this Certificate
to update such information or include it in any future filing of documents required to be provided
to the MSRB hereunder or in any notice of occurrence of a Listed Event or any other event
required to be reported.
Section 12. Choice of Law. This Certificate shall be governed by and construed in
accordance with the laws of the State of Oregon, provided that to the extent this Certificate
addresses matters of federal securities laws, including the Rule, this Certificate shall be
construed in accordance with such federal securities laws and official interpretations thereof.
Section 13. Beneficiaries. This Certificate shall inure solely to the benefit of the City,
the Dissemination Agent, if any, the Purchaser and Beneficial Owners from time to time of the
Obligations, and shall create no rights in any other person or entity.
[SIGNATURE PAGE FOLLOWS]
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Dated the 11th day of September 2013.
CITY OF LAKE OSWEGO, OREGON

By:
Authorized Representative
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APPENDIX E
BOOK-ENTRY-ONLY SYSTEM

The Depository Trust Company
A subsidiary of The Depository Trust & Clearing Corporation

Sample Offering Document Language
Describing DTC and Book-Entry-Only Issuance
1.
The Depository Trust Company (“DTC”), New York, NY, will act as securities
depository for the securities (the “Securities”). The Securities will be issued as fully-registered
securities registered in the name of Cede & Co. (DTC’s partnership nominee) or such other name as
may be requested by an authorized representative of DTC. One fully-registered Security certificate
will be issued for [each issue of] the Securities, [each] in the aggregate principal amount of such
issue, and will be deposited with DTC. [If, however, the aggregate principal amount of [any] issue
exceeds $500 million, one certificate will be issued with respect to each $500 million of principal
amount, and an additional certificate will be issued with respect to any remaining principal amount
of such issue.]
2.
DTC, the world’s largest securities depository, is a limited-purpose trust company
organized under the New York Banking Law, a “banking organization” within the meaning of the
New York Banking Law, a member of the Federal Reserve System, a “clearing corporation” within
the meaning of the New York Uniform Commercial Code, and a “clearing agency” registered
pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds and
provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity issues, corporate and
municipal debt issues, and money market instruments (from over 100 countries) that DTC’s
participants (“Direct Participants”) deposit with DTC. DTC also facilitates the post-trade settlement
among Direct Participants of sales and other securities transactions in deposited securities, through
electronic computerized book-entry transfers and pledges between Direct Participants’ accounts.
This eliminates the need for physical movement of securities certificates. Direct Participants include
both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, clearing corporations,
and certain other organizations. DTC is a wholly-owned subsidiary of The Depository Trust &
Clearing Corporation (“DTCC”). DTCC is the holding company for DTC, National Securities
Clearing Corporation and Fixed Income Clearing Corporation, all of which are registered clearing
agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the DTC system is
also available to others such as both U.S. and non-U.S. securities brokers and dealers, banks, trust
companies, and clearing corporations that clear through or maintain a custodial relationship with a
Direct Participant, either directly or indirectly (“Indirect Participants”). DTC has Standard & Poor’s
highest rating: AAA. The DTC Rules applicable to its Participants are on file with the Securities
and Exchange Commission. More information about DTC can be found at www.dtcc.com and
www.dtc.org.
3.
Purchases of Securities under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Securities on DTC’s records. The ownership interest
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of each actual purchaser of each Security (“Beneficial Owner”) is in turn to be recorded on the
Direct and Indirect Participants’ records. Beneficial Owners will not receive written confirmation
from DTC of their purchase. Beneficial Owners are, however, expected to receive written
confirmations providing details of the transaction, as well as periodic statements of their holdings,
from the Direct or Indirect Participant through which the Beneficial Owner entered into the
transaction. Transfers of ownership interests in the Securities are to be accomplished by entries
made on the books of Direct and Indirect Participants acting on behalf of Beneficial Owners.
Beneficial Owners will not receive certificates representing their ownership interests in Securities,
except in the event that use of the book-entry system for the Securities is discontinued.
4.
To facilitate subsequent transfers, all Securities deposited by Direct Participants with
DTC are registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as
may be requested by an authorized representative of DTC. The deposit of Securities with DTC and
their registration in the name of Cede & Co. or such other DTC nominee do not effect any change in
beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the Securities;
DTC’s records reflect only the identity of the Direct Participants to whose accounts such Securities
are credited, which may or may not be the Beneficial Owners. The Direct and Indirect Participants
will remain responsible for keeping account of their holdings on behalf of their customers.
5.
Conveyance of notices and other communications by DTC to Direct Participants, by
Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to
Beneficial Owners will be governed by arrangements among them, subject to any statutory or
regulatory requirements as may be in effect from time to time. [Beneficial Owners of Securities may
wish to take certain steps to augment the transmission to them of notices of significant events with
respect to the Securities, such as redemptions, tenders, defaults, and proposed amendments to the
Security documents. For example, Beneficial Owners of Securities may wish to ascertain that the
nominee holding the Securities for their benefit has agreed to obtain and transmit notices to
Beneficial Owners. In the alternative, Beneficial Owners may wish to provide their names and
addresses to the registrar and request that copies of notices be provided directly to them.]
6.
Redemption notices shall be sent to DTC. If less than all of the Securities within an
issue are being redeemed, DTC’s practice is to determine by lot the amount of the interest of each
Direct Participant in such issue to be redeemed.
7.
Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with
respect to Securities unless authorized by a Direct Participant in accordance with DTC’s MMI
Procedures. Under its usual procedures, DTC mails an Omnibus Proxy to Issuer as soon as possible
after the record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those
Direct Participants to whose accounts Securities are credited on the record date (identified in a
listing attached to the Omnibus Proxy).
8.
Redemption proceeds, distributions, and dividend payments on the Securities will be
made to Cede & Co., or such other nominee as may be requested by an authorized representative of
DTC. DTC’s practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and
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corresponding detail information from Issuer or Agent, on payable date in accordance with their
respective holdings shown on DTC’s records. Payments by Participants to Beneficial Owners will
be governed by standing instructions and customary practices, as is the case with securities held for
the accounts of customers in bearer form or registered in “street name,” and will be the responsibility
of such Participant and not of DTC, Agent, or Issuer, subject to any statutory or regulatory
requirements as may be in effect from time to time. Payment of redemption proceeds, distributions,
and dividend payments to Cede & Co. (or such other nominee as may be requested by an authorized
representative of DTC) is the responsibility of Issuer or Agent, disbursement of such payments to
Direct Participants will be the responsibility of DTC, and disbursement of such payments to the
Beneficial Owners will be the responsibility of Direct and Indirect Participants.
9.
A Beneficial Owner shall give notice to elect to have its Securities purchased or
tendered, through its Participant, to [Tender/Remarketing] Agent, and shall effect delivery of such
Securities by causing the Direct Participant to transfer the Participant’s interest in the Securities, on
DTC’s records, to [Tender/Remarketing] Agent. The requirement for physical delivery of Securities
in connection with an optional tender or a mandatory purchase will be deemed satisfied when the
ownership rights in the Securities are transferred by Direct Participants on DTC’s records and
followed by a book-entry credit of tendered Securities to [Tender/Remarketing] Agent’s DTC
account.
10. DTC may discontinue providing its services as depository with respect to the Securities
at any time by giving reasonable notice to Issuer or Agent. Under such circumstances, in the event
that a successor depository is not obtained, Security certificates are required to be printed and
delivered.
11. Issuer may decide to discontinue use of the system of book-entry-only transfers through
DTC (or a successor securities depository). In that event, Security certificates will be printed and
delivered to DTC.
12. The information in this section concerning DTC and DTC’s book-entry system has
been obtained from sources that Issuer believes to be reliable, but Issuer takes no responsibility for
the accuracy thereof.
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APPENDIX F
MASTER WATER RESOLUTION AND RECENT AMENDMENTS

This Page Intentionally Left Blank

RECENT AMENDMENTS

The following new covenants and agreements are added to the Master Water Resolution in a new
Section 18:
Section 18. Additional Covenants and Agreements.
The City covenants and agrees for the benefit of the Owners of the Bonds and the owners of all
Subordinate Obligations that it will comply with all requirements of the Master Resolution.
Owners of Subordinate Obligations shall not be entitled to declare an Event of Default or
exercise remedies under the Master Resolution without the consent of one hundred percent
(100%) of the Owners of Bonds.
The provisions of the Master Resolution shall be part of the contract of the City with the Owners
of Bonds and the owners of Subordinate Obligations and shall be deemed to constitute a contract
between the City and such respective Owners and owners.
The City covenants and agrees for the benefit of Owners of all Bonds and owners of all
Subordinate Obligations that it will set, charge and collect rates, fees and other charges in
connection with the operation of the Water System which, when combined with other Gross
Revenues, are adequate to generate Net Revenues each Fiscal Year at least equal to one hundred
percent (100%) of Annual Debt Service due with respect to Bonds in that Fiscal Year plus one
hundred percent (100%) of annual debt service due with respect to Subordinate Obligations in
that Fiscal Year. Annual debt service with respect to Subordinate Obligations shall be calculated
in the manner set forth in the definition of “Annual Debt Service” as if such definition referred to
“Subordinate Obligations” rather than “Bonds.” The foregoing covenant, along with Section 5
of the Master Resolution, shall provide Owners of the Bonds and owners of the Subordinate
Obligations with covenants of the City protected by (i) the respective contract clauses of the
United States and Oregon Constitutions and (ii) the prohibition against the impairment of
contracts to the fullest extent provided by ORS 287A.325.

