
Supplement to Final Official Statement for the

CITY OF LAKE OSWEGO

CLACKAMAS, MULTNOMAH AND WASHINGTON COUNTIES, OREGON
$3,540,000 General Obligation Refunding Bonds, Series 201 IA

This supplement is dated September 15, 2011, and supplements the final official
statement for the captioned bonds that is dated September 20, 2011 (the "Official
Statement").

Upon request of the bond purchaser, the City IS making the following changes to the
Official Statement:

The "Tax Matters" section on page 26 and 27 of the Official Statement is changed to
read:

TAX MATTERS

In the opinion of Bond Counsel, under existing law interest on the 2011A Bonds is excludable from gross
income for federal income tax purposes and is not an item of tax preference for purposes of the federal
alternative minimum tax imposed on individual and corporations; however, interest on the 201 IA Bonds is
included in adjusted current earnings for the purpose of computing the federal alternative minimum tax
imposed on certain corporations.

Federal income tax law contains a number of requirements that apply to the 201 IA Bonds, including
investment restrictions, periodic payments of arbitrage profits to the United States, requirements regarding
the use of proceeds of the 201lA Bonds and the facilities financed or refinanced with proceeds of the
2011 A Bonds and certain other matters. The City has covenanted to comply with all applicable
requirements.

Bond Counsel's opinion is subject to the condition that the City comply with the above-referenced
covenants and, in addition, will rely on representations by the City and its advisors with respect to matters
solely within the knowledge of the City and its advisors, respectively, which Bond Counsel has not
independently verified. If the City fails to comply with such covenants or if the foregoing representations
are detennined to be inaccurate or incomplete, interest on the 2011 A Bonds could be included in gross
income for federal income tax purposes retroactively to the date of issuance of the 20 I IA Bonds, regardless
of the date on which the event causing taxability occurs.

Except as expressly stated in this "Tax Matters" section, Bond Counsel expresses no opinion regarding any
other federal income tax consequences of acquiring, canying, owning or disposing of the 2011A Bonds.
Owners of the 20 I IA Bonds should consult their tax advisors regarding the applicability of any collateral
tax consequences of owning the 2011 A Bonds, which may include original issue discount, original issue
premium, purchase at a market discount or at a premium, taxation upon sale, redemption or other
disposition, and various withholding requirements.

Prospective purchasers of the 20 II A Bonds should be aware that ownership of the 20 II A Bonds may
result in collateral federal income tax consequences to certain taxpayers, including, without limitation,
financial institutions, property and casualty insurance companies, individual recipients of Social Security or
Railroad Retirement benefits, certain S corporations with "excess net passive income," foreign corporations
subject to the branch profits tax, life insurance companies and taxpayers who may be deemed to have
incurred or continued indebtedness to purchase or carry or have paid or incurred certain expenses allocable
to the 20 II A Bonds. Bond Counsel expresses no opinion regarding any collateral tax consequences.
Prospective purchasers of the 20 II A Bonds should consult their tax advisors regarding collateral federal
income tax consequences.



Bond Counsel's omnion only addresses laws in effect on the date of delivery of the 201lA Bonds.
Subsequent changes in federal law may reduce or eliminate favorable tax treatment orthe 201iA Bonds.

Payments of interest on tax-exempt obligations such as the 201lA Bonds, are in many cases required to be
reported to the Internal Revenue Service (the "IRS"). Additionally, backup withholding may apply to any
such payments made to any owner who is not an "exempt recipient" and who fails to provide certain
identifying information. Individuals generally are not exempt recipients, whereas corporations and certain
other entities generally are exempt recipients.

Bond Counsel's opinion is not a guarantee of result and is not binding on the IRS; rather, the opinion
represents Bond Counsel's legal judgment based on its review of existing law and in reliance on the
representations made to Bond Counsel and the City's compliance with its covenants. The IRS has
established an ongoing program to audit tax-exempt obligations to determine whether interest on such
obligations is includable in gross income for federal income tax purposes. Bond Counsel cannot predict
whether the IRS will commence an audit of the 201lA Bonds. Owners of the 201lA Bonds are advised
that, if the IRS does audit the 2011 A Bonds, under current IRS procedures, at least during the early stages
of an audit, the IRS will treat the City as the taxpayer, and the owners of the 20 II A Bonds may have
limited rights to participate in the audit. The commencement of an audit could adversely affect the market
value and liquidity of the 2011 A Bonds until the audit is concluded, regardless of the ultimate outcome.

ORIGINAL ISSUE PREMIUM

The initial public offering price of certain 20 IIA Bonds is greater than the amount payable on those 20 II A
Bonds at maturity. Bond Counsel expresses no opinion with respect to the treatment of this additional
amount.

QUALIFIED TAX-EXEMPT OBLIGATION

The City has designated the 201lA Bonds as "qualified tax-exempt obligations" within the meaning of
Section 265(b)(3)(B) of the Code.

OREGON STATE TAX EXEMPTION

In the opinion of Bond Counsel, interest on the 20 II A Bonds is exempt from Oregon personal income tax
under existing law.

RECENT LEGISLATIVE PROPOSAL

On September 12. 2011. President Obama submitted the "American Jobs Act of 2011" (the "2011 Jobs
Act") to Congress. If the 2011 Jobs Act is enacted in its current Conn. it would subject a portion of the
interest on tax-exempt bonds received by certain high-income holders to federal income tax. This
provision would be effective for taxable years beginning on or after January 1. 2013. and would apply to
existing tax-exempt bonds. including the 201lA Bonds. as well as tax-exempt bonds issued in the future
Neither the City nor Bond Counsel can predicl whether the 20 II Jobs Act. modifications of it. or similar
legislation will be approved by Congress. Purchasers of the 2011 A Bonds should consult their own tax
advisors regarding the impact of any potential change in federal law on the treatment of interest on the
20 II A Bonds.

References to the Official Statement

All references to the "Official Statement" are deemed to be referenccs to the Official
Statement dated September 8, 2011, as supplemented by this supplement which is datcd
Septembcr 15,2011.

-end of supplemenl to Official Stalement dated September 8, 2011-



NEW ISSUE -- COMPETITIVE
Book-Entry-OnIY
Bank Qualified

OFFICIAL STATEMENT DATED SEPTEMBER 8, 2011
(AS SUPPLEMENTED SEPTEMBER 15,2011)

RATINGS: Moody's Aaa
S&P AAA

See "RATINGS" herein.

In the opinion oj K&L Gates LLP, Bond Counsel to the City ("Bond CUIllI.~el·), assuming compliuNce wilh certain covenants oj the City. interest on the 201lA
Bonds is excludable from gross income for federal income tax purpose.s under existing law and interest on the 2011A Bonds is not an item oflax preftrence for
purposes of Ihefederal alternative minimum lax imposed on individual and corporations; howewr. imerest on tile 201 JA BOllds is included in adjusted current
earnings for the I'll/puse of computing the federal alternative minimum tux imposed 011 certain corpora/ions. See "Tax Jl.latten;" herein for a discussion of the
opinion of Bond COl/IISel, In the opinion ofBond COl/llsel, interest on the JOllA BOllds is exempt/rom Oregon personal income tax Imder existing law. The City
has designated the 20llA BOllds as "qualijied tax-exempt obligations" within the meaning ofSection 265(b)(3)(B) ofthe Code.

CITY OF LAKE OSWEGO

CLACKAMAS, MULTNOMAH AND WASHINGTON COUNTIES, OREGON
$3,540,000 General Obligation Refunding Bonds, Series 2011A

DATED: Date of Delivery DUE: June 1, as shown inside cover

The General Obligation Refunding Bonds, Series 201lA (the "2011A Bonds"), will be issued by the City of Lake Oswego, Oregon (the "City"),
in book-entty-only fonn in denominations of $5,000 or integral multiples thereof. The 20 II A Bonds 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 201lA Bonds remain in the book-entry-only system, principal and interest payments will be
remitted by the escrow agent, registrar and paying agent of the City, currently Wells Fargo Bank, National Association, Portland, Oregon, (the
"Paying Agent") to OTC, who in tum will be required to distribute such payments to OTC Participants for ultimate distribution to Beneficial
Owners. Interest is payable semiannually on December I and June I ofeach year, commencing June 1, 2012.

The proceeds of the sale of the 20 II A Bonds will be used to refund certain outstanding general obligation bonds of (he City and to pay costs of
issuance (collectively, the "Project").

The City has pledged its full faith and credit for the punctual payment of the 201lA Bonds. The City has covenanted to levy annually, and as
provided by law, a direct ad valorem tax upon all of the taxable property within the City in surficient amount to pay the 2011A Bonds promptly
as they mature. The City covenants to levy this tax each year until all the 201lA Bonds are paid. This tax will be in addition to all other taxes
of the City, and this tax shall not be limited in rate, amount or otherwise, by Sections 11 or lib of Article XI of the Oregon Constitution.

The 201lA Bonds are not subject to optional or mandatory redemption

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.

Raymond James & Associates, Inc, purchased the 2011 A Bonds via competitive sale on September 8, 2011. The 20 II A Bonds are offered for
sale to the original purchaser subject to the final approving opinion of K&L Gates, LLP, Bond Counsel to the City. It is expected that the
201lA Bonds will be available for delivery to the Registrar for Fast Automated Securities Transfer on behalfofDTC, on or about September
20,2011 ("Date of Delivery").

\Y(f '«'ESTER:\'
FI:\'A~CL\L

G~OIlP

Western Financial Group, LLC
333 State Street
Lake Oswego, Oregon 97034



Maturity Schedule

Due Principal Interest CUSIP #

June 1 Amount Rate Yield 510390t

2012 $375,000 2.00% 0.25% un
2013 365,000 2.00 0.30 UU9
2014 375,000 2.00 OAO UV7
2015 385,000 2.00 0.55 UW5
2016 390,000 2.00 0.85 UX3
2017 400,000 2.00 1.15 UYI
2018 405,000 2.00 lAO UZ8
2019 420,000 2.00 1.65 VA2
2020 425,000 2.00 1.90 VBO

t 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 201lA Bonds. No assurance can be given that the CUSIP numbers for the 201lA Bonds will remain the same al1er
the date of issuance and delivery of the 20llA Bonds.

No dealer, broker, salesperson or any other person has been authorized by the City to give any infonnation 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 201lA Bonds by any person in any jurisdiction in which it is unlawful for such offer, solicitation or sale.

The infonnation set forth herein has been obtained from the City, DTC, and other sources that are believed to be reliable. The infonnation
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
infonnation 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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CITY OF LAKE OSWEGO, OREGON
CLACKAMAS, MULTNOMAH AND WASHINGTON COUNTIES, OREGON
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CITY COUNCIL
Jack D. Hoffman, Mayor

JeffGudman
Donna Jardan
Mike Kehoe
Mary Olson

Sally Moncrieff
Bill Tierney

ADMINISTRATIVE STAFF
Alex D. Mcintyre, City Manager
Ursula Euler, Finance Director

BOND COUNSEL
K&L Gates LLP, Portland, Oregon

FINANCIAL ADVISOR
Western Financial Group, LLC, Lake Oswego, Oregon

PAYING AGENT AND REGISTRAR
Wells Fargo Bank, National Association, Portland, Oregon

I 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 201lA Bonds. This inactive textual reference to the City's website is not a hyperlink and does
nol incorporate the City's website, by reference.
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OFFICIAL STATEMENT FOR THE

CITY OF LAKE OSWEGO, OREGON

$3,540,000 General Obligation Refunding Bonds, Series 201lA

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 $3,540,000 General
Obligation Refunding Bonds, Series 2011 (the "2011A Bonds"), dated the Date of Delivery. This Official Statement, which
includes the cover page, inside cover and appendices, provides infonnation concerning the City and the 20 II A Bonds.

Capitalized tenns used and not defined herein shall have the meanings assigned to such temlS in "APPENDIX A - FORM
OF BOND DECLARATION," which is attached hereto and incorporated by reference herein.

DESCRIPTION OF THE 201IA BONDS

PRINCIPAL AMOUNT, DATE, INTEREST RATE AND MATURITIES

The 201lA Bonds will be issued in the aggregate principal amount of$3,540,000 and will be dated and bear interest from the
date of delivery. The 201lA Bonds will mature on the dates and in the principal amounts, and will bear interest payable
semi-annually on December I and June I, commencing June I, 2012 at the rates as set forth on the inside cover of this
Official Statement. The 20llA Bonds will be issued only as fully registered bonds without coupons in principal
denominations of $5,000 or any integral multiple thereof. Interest on the 201lA Bonds will be remitted by the registrar and
paying agent of the City, currently Wells Fargo Bank, National Association, Portland, Oregon (the "Paying Agent") to the
Depository Trust Company ("OTe"), who in tum will be required to distribute such payments to its participants (the "OTe
Participants") for ultimate distribution to Beneficial Owners (as defined herein).

AUTHORIZATION AND PURPOSE OF ISSUANCE

The 201lA Bonds are being issued pursuant to an approving vote of the electors of the City on November 3, 1998, ORS
287A.360 that pennits the City to issue refunding bonds, and a Bond Declaration that is dated the date of delivery of the
lOllA Bonds (the "Bond Declaration"), a fonn of which is included in APPENDIX A. The 20 II A Bonds are to be issued
subject to the City Council's adoption of a Bond Resolution on September 6, 201 ]. If the Council does not approve the Bond
Resolution, the 20 II A Bonds will not be sold.

The proceeds of the sale of the 20 IIA Bonds will be used to refund all of the City's outstanding General Obligation Bonds,
Series 200 I to achieve debt service savings and to pay the costs of issuing the 2011 A Bonds. The General Obligation Bonds,
Series 2001 were approved by a majority of the qualified voters of the City voting at the November 3,1998 general election
and were used to renovate sports fields and acquire open space. The issuance of the 20 II A Bonds is subject to market
conditions. If in the opinion of the City the refunding will not result in sufficient debt savings, the City may detennine that
the 201lA Bonds will not be offered and sold.

REDEMPTION OF THE 201 IA BONDS

The 20 II A Bonds are not subject to optional or mandatory redemption.

PAYING AGENT, REGISTRAnON

The 20 II A Bonds will be registered and payable upon presentation at the principal corporate trust office of the Paying Agent,
currently located in Portland, Oregon.

TRANSFER OF THE BONDS

While the 201lA Bonds are in book-entry only fonn, Beneficial Owners may transfer the 201lA Bonds only through DTC.
If the 20 II A Bonds cease to be in book-entry only fonn, the 20 II A Bonds may be transferred upon the books of the Paying
Agent as provided in the Bond Declaration.



SECURITY FOR THE 2011A BONDS

The 201lA Bonds are general obligations of the City. The City pledges its full faith and credit to pay the 201lA Bonds. The
City covenants to levy a direct ad valorem tax upon all of the taxable property within the City which is sufficient, after taking
into consideration discounts taken and delinquencies that may occur in the payment of such taxes, to pay all 2011A Bond
principal and interest when due. The City covenants to levy this tax each year until all the 20 II A Bonds are paid. This tax
shall be in addition to all other taxes of the City, and this tax shall not be limited in rate, amount or otherwise, by Sections II
or II b of Article XI of the Oregon Constitution.

The 201lA Bonds do not constitute a debt or obligation of Washington County, Clackamas County, Multnomah County, the
State of Oregon or any political subdivision thereof other than the City.

SOURCES AND USES OF FUNDS

The proceeds from the 20 II A Bonds are estimated to be applied as shown in Table I.

Table I - Sources and Uses ofFunds

Sources of Funds:
Par Amount

Original Issue Premium

Total Sources of Funds

Uses of Funds:

Deposit to Escrow

Cost ofIssuance

Underwriters' Discount

Total Uses of Funds

Source: City of Lake Oswego.

2

$3,540,000.00
120280.50

$3,660,280.50

$3,611,683.19
35,419.66
13,177.65

$3,660,280.50



DEBT SERVICE REQUIREMENTS

The following table presents the debt service requirements of all City general obligation bonds which are payable from ad
valorem taxes (see Table 9).

Table 2 - General Obligation Bond Debt Service Requirements'

2011A Bonds (this issue)
Principal Interest

Fiscal Year
Ending
June 30

2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
Total

Outstanding
G.O. Bonds
S 3,359,922

3,367,369
2.698,050
2,380,965
2,381,734
2,087,901
1,787,359
1,795,001
1,258,051

699,044
764,675

S22,580,071

Less: Refunded
Bonds2

-S 490,815
-496,415
-495,775
-499,090
-496,278
-497,558
-497,570
-501,500
-498,750
-490,815

-$4,964,566

$ 375,000
365,000
375,000
385,000
390,000
400,000
405,000
420,000
425,000

$3,540,000

$ 49,363
63,300
56,000
48,500
40,800
33,000
25,000
16,900
8,500

$ 341,363

Total G.O. Debt
Service

Requirements
S2,869,107

3,295,317
2,630,575
2,312,875
2,318,956
2,021,143
1,722,789
1,723,501
1,196,201

641,729
764,675

S21,496,868

I. Columns may not foot due to rounding.

2. GO Bonds, Series 2001. See "REFUNDING PLAN."

Source: City of Lake Oswego.

REFUNDING PLAN

The City expects to refund the City's outstanding General Obligation Bonds, Series 2001 shown in the following table (the
"Refunded Bonds") to obtain a benefit of savings in debt service requirements.

Bate Maturities
Issued to be Prepaid

05/01/200 I 2012-2020

Redemption
Date

tOil 1/2011

Redemption
Price

100%

Principal
Amount Redeemed

$3,550,000

Proceeds of the 2011A Bonds will be deposited in the custody of Wells Fargo Bank, National Association (the "Refunding
Escrow Agent") and will be irrevocably pledged and in trust for the benefit of the owners of the Refunded 20 II A Bonds,
pursuant to an Escrow Deposit Agreement to be executed by the City and the Refunding Escrow Agent. The funds held by the
Refunding Escrow Agent will provide funds sufficient to pay accrued interest and to redeem all remaining principal to be called
on October II, 20 II.

3



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 2010 population of
36,845, 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 fonn of
government. The Mayor and six councilors are elected at large on a non-partisan basis for overlapping four-year tenns. 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

Board Member
Jack D. Hoffman, Mayor
Jeff Gudman
Donna Jordan
Mary Olson
Sally Moncrieff
Bill Tierney
Mike Kehoe

Source: City of Lake Oswego.

Occupation
Attorney, Dunn Carney Allen Higgins & Tongue
Businessman, investor
Background in public relations and advertising management
Background in accounting and financial management
Community activist and volunteer
Manager, Portland General Electric
Business owner

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

KEY CITY ADMINISTRATION AND MANAGEMENT

Alex D. Mcintyre, City Manager, was hired as the City's manager in May 2008. Mr. McIntyre's previous experience
includes positions as Town Manager of Tiburon, California and Assistant County Manager and Budget Director for Marin
County, California. Mr. McIntyre received a degree in political science from the University of California Irvine, and a
Masters in public administration from University of Southern California.

Ursula Euler, Finance Direelor, 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 received her 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, 20 II, the City had 303 full-time employees, 25 part-time employees and 222 temporary/seasonal employees.
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 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

BARGAINING UNIT
Lake Oswego Police Officers Association
International Association of Firefighters
Lake Oswego Municipal Employees Association

Source: City of Lake Oswego

4

Number of
Employees

49
43
155

Termination Date of
Current Contract

6/30/12
6/30/12
6/30/12



CITY FINANCIAL INFORMAnON

FISCAL YEAR

The fiscal year for the City conunences 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 (GASH) 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 confonn 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, 2006 through 2010 were performed by Talbot, Korvola & Warwick
LLP, Portland, Oregon. The City's Comprehensive Annual Financial Report for the fiscal year ended June 30, 2010 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 annual operating expenses. Lake Oswego has also received the GFOA Distinguished Budget
Presentation Award every year from 1999-00 budget to 2008-09.
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GENERAL FUND BUDGETS

Table 5 shows the adopted General Fund Budgets for the most recent and current fiscal years, and estimated Resources and
Requirements for FY201 0-2011. The FY20l0-11 Estimated amounts shown were developed in January 2011 and are stated
as disclosed in the City's FY2011-12 Adopted Budget. More recent estimates place the ending fund balance (including
contingency) as of June 30, 2011 at $24,992,513. The ending fund balance (including contingency) for June 30, 2012 is
projected to be $23,398,513.

Table 5 -General Fund Budgets

2010-11 2010-2011 2011-2012
Adopted Budget Estimated Adopted Budget

RESOURCES

Beginning Fund Balances $18,625,978 $22,436,513 $23,868,013

Property Taxes 26,475,000 26,475,000 27,096,000

Franchise Fees 1,938,000 1,926,000 2,560,000

Intergovernmental 4,190,000 4,284,000 4,297,000

Fines & Forfeitures 970,000 1,085,000 1,061,000
Licenses 228,000 197,000 214,000
Fees 2,098,000 2,282,000 2,385,000

Sales & Services 3,455,000 3,494,000 3,746,000
Investment Income 352,000 850,000 443,000

Reimbursements 67,000 95,000 168,000

Gifts & Donations 152,000 245,000 227,000

Other Revenues 81,000 78,000 61,0000

Transfers 2,996,000 2,965,000 2,881,000
Other Financing Sources 1 20489000

TOTAL RESOURCES $61,627,978 $66,412,513 $89,496,013

Requirements

Personal Services $29,955,000 $29,871,500 $31,367,000
Materials & Services 2 10,756,000 10,703,000 12,213,000
Debt Service I 483,000 400,000 21,750,000

Transfers to Other Funds 1,355,000 1,415,000 1,062,000
Capital Outlay 466,000 405,000 830,000
Contingency 7,504,000 6,207,000

Unappropriated Ending Fund Balance 11,108,978 23618,013 16067,013
TOTAL REQUIREMENTS $61,627,978 $66,412,513 $89,496,013

Source: Adopted Budget 2010-11 and Adopted Budget 2011-12

1. In 2011-2012 Adopted Budget, an existing Line of Credit for $20.2 million was refinanced with a short-tenn loan of same amount.
2. In 2011-2012 Adopted Budget, includes a one-time payment of$2.0 million in support of the Lake Oswego School District.

The remainder ofpage intentionally left blank.
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Table 6 - General Fund Balallce Sheets

As of June 30

Assets and other debits

Cash & investments

Receivables

Property taxes

Accounts

Notes

Interest

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
Reserved for libnlry & community center

Reserved for building fees and permits
Unreserved - undesignated

Total fund balances

Total liabilities & fund balances

$ 267,807 $ 272,107 $ 132,954 $756,321 $632,879

535,950 200,668 190,587 260,043 238,330

204,083 112,208

121,004 192,659 185,522 1,653.596 1,373,953

924,761 665,434 509,063 2,874,043 2,357,370

3,295,233 3,622,106

2,653,658 2,455,684

4,918,074 3,256,758 3,603,946 14,054,087 16,358,723

4,918,074 3,256,758 3,603,946 20,002,978 22,436,513

$5,842,835 $3,922,192 $4,113,009 $22,877,021 $24,793,883

I. 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.

Source: Derived from annual audited financial statements orlhe City.

The remainder of page intentionally left blank.
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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 ofRevenues, Expenditures and Changes in Fund Balance

As ofJune 30 2006 2007 2008 2009 2010

Property taxes I $ 246,258 $ 947,958 $ 2,152,467 $1,951,218 $25,484,337
Franchise fees 140,000 140,000 243,053 171,146 2,126,633
Intergovernmental 1,040,699 1,042,261 1,213,379 1,202,299 4,087,668
Licenses & fees 1,074,721 1,296,910 1,207,169 1,134,382 2,042,439
Fines and forfeitures 1,129,228
Sales and services 979 1,137 977 736 3,280,961
Charges for service 2,847,452 2,958,202 2,985,230 3,009,855 4,014,897
Miscellaneous 528,777 259,347 242,379 138,288 1,228,561
Total revenues 5,878,886 6,645,815 8,044,654 7,607,924 43,394,724

Expenditures
General government 5,760,361 7,051,408 6,355,214 6,614,380 12,532,848
Public safety 17,782,141
Culture and recreation 9,018,294
Debt service 2 1,052,901
Intergovernmental expense 38,499
Capital outlay 3 473,739 20,565,735 166,256 614,645 1,194,907

Total expenditures 6,234,100 28,670,044 6,521,470 7,229,025 40,566,689
Revenues over (under) expenditures (355,214) (22,024,229) 1,523,184 378,899 2,828,035

Other financing sources (uses)
Operating transfers in 4 290,000 206,000 318,504 17,052,724 35,000
Transfers out 5 (1,494,500) (1,032,591) (432,000)
Proceeds from sale of capital assets 2,500
Proceeds from Line of Credit 3 20,156,913

Total other financing sources (uses) 290,000 20,362,913 (1,175,996) 16,020,133 (394,500)

Net change in fund balances (65,214) (1,661,316) 347,188 16,399,032 2,433,535

Fund balance -- beginning of year 4,983,288 4,918,074 3,256,758 3,603,946 20,002,978

Fund balance -- end ofyear6 $4,918,074 $3,256,758 $3,603,946 $20,002,978 $22,436,513

l. Prior to FY 2010, the City allocated property taxes to five separate funds. Beginning with FY 2010, they were combined into the
General Fund.

2. Debt service on an interim financing, pending future conversion to long-tem debt.
3. Capital outlay and Line of Credit proceeds used to acquire 14-acre Safeco property, the "West End" property.
4. Until FY 2009 the General Fund represented 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.

5. 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.

6. The decrease in fund balance for FY ended 2006-07 is attributable to a transfer of $1.8 million to the newly-created Community
Center Development Fund to pay for expenses relating to the acquisition and development of the West End property.

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, ZO II, the City had approximately $40,366,000 in the State of Oregon Local Government Investment Pool and
$IO,ZOO,OOO invested in short-term Certificates of Deposit.

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"). After six full months of employment, all City employees are required to
participate in PERS.

TiIT2 Pension Programs. Employees hired before August 29, 2003 participat~ in the "Tier 1" and "Tier 2" pension programs
(the "Tl1T2 Pension Programs"). The benefits provided through the TI/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 I, 2004, TlIT2 Pension Program participant contributions fund individual retirement accounts under the
separate defined contribution program described below.

OPSRP. Employees hired on or after August Z9, Z003 participate in the Oregon Public Service Retirement Plan ("OPSRP")
unless membership was previously established in the T1rrz 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 l,
2004, TI/T2 Pension Program participant contributions also fund individual retirement accounts under the separate defined
contribution program.

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 2007 and 2009, the Public Employees
Retirement Board ("PERB") establishes the contribution rates that employers will pay to fund the Tlff2 Pension Programs,
OPSRP and the PERS-sponsored Retirement Health Insurance Account program ("RHIA") described herein. Actuarial
valuations are perfonned annually as of December 31 of each year, with the valuations as of December 31 of even-numbered
years (such as 2008) used for advisory purposes only. Actuarial valuations are perfonned 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 Mercer (US), Inc. ("Mercer").

Valuation

December 31 , 2007

December 31, 2008

December 31, 2009

Release Date

September 2008

October 2009

Seotcmbcr 201 0

Rates Effective

July I, 2009-June 30, 20 II

Advisory only

July 1,20 II-June 30, 2013

Employer Assets. Liabilities and Unfunded Actuarial Liabilities. An employer's unfunded actuarial liability ("UAL") is the
excess of the actuarially detennined present value of the employer's benefit obligations to employees over the existing
actuarially determined assets available to pay those benefits. For the T1rrz Pension Programs, the City is pooled with the
State of Oregon and other local government and community college public employers (the "State and Local Government
Rate Pool" or "SLGRP"). The City's portion of PERS' assets and liabilities is based on the City's proportionate share of the
SLGRP's pooled payroll ("City Allocated TlrrZ VAL").

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 ofOPSRP's assets and liabilities is based on the City's proportionate share
ofOPSRP's pooled payroll (the "City Allocated OPSRP VAL").

Changes in the City's relative growth in payroll will cause and other pool participants' failure to pay their full employer
contributions may cause the City Allocated TlrrZ VAL and City Allocated OPSRP VAL to shift.
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The City's net unfunded pension VAL is the total of the City's Allocated TI([2 VAL, transitional surplus and Allocated
OPSRP VAL. The City's net unfunded pension VAL as of the valuation as of December 31, 2008 (the "2008 City Advisory
Valuation") and the valuation as of December 31, 2009 (the "2009 City Valuation") is shown in the following table:

2008 Advisory
Valuation 2009 Valuation <:

Allocated SLGRP Tlrr2 VAL $37,023,488 $29,852,953

Transition liability/(surplus)l (2,886,683) (2,873,989)
Allocated OPSRP VAL 177,357 233,862

Net unfunded pension actuarial accrued
liability/(surplus) $ 34,314,162 $27,212,826

(1) The transition surplus represents the surplus that was created when the City joined the local government rate pool (LGRP), the
predecessor ratc pool to the SLGRP. The transition surplus is solely the City's.

Source: 2008 City Advisory Valuation and 2009 City Valuation

The funded status of the PERS and of the City 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 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%, (d) payroll growth rate of 3.75%, (e) consumer price inflation of 2.75% per year, and (I) VAL amortization method of a
level percentage of payroll over 21 years (fixed) for the T 1([2 Pension Programs and 16 years (fixed) for OPSRP.

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 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.

City Contribution Rates. The City's current contribution rates are based on the 2009 City Valuation and are effective through
June 30, 2013. Based on the 2009 City Valuation, the 2011-2013 employer contribution rates for the City are 16.13% for
Tier I and Tier II payroll, 11.78% for OPSRP General Service payroll and 14.49% for OPSRP Police and Fire payroll.

The City's employer rate effective July 1,2009 through June 30, 2011 was based on the December 31,2007 Valuation and the
contribution rates were 11.86% for Tier I and Tier II payroll, 9.70% for OPSRP General Service payroll and 12.41% for OPSRP
Police and Fire payroll.

Included in these rates are contribution rates for the PERS RHIA program described below. These rates do not include the 6%
employer contribution rate which the City has elected to make for its employees. Currently, the City's payroll for the three
pension benefit programs is approximately $17.6 million for Tlff2 Pension Programs, $5.1 million for OPSRP general services
and $1.5 million for OPSRP police and fire.

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 of3 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 0.3 percent for every percentage point under the 80 percent funded level until it
reaches 6 percent at the 70 percent funded level. The 2009 System Valuation found that the SLGRP was 77 percent funded,
resulting in a Rate Collar of 3.9 percent. 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 and RHIPA. Because the
2011-2013 employer contribution rates were reduced by the Rate Collar, further rate increases are anticipated for the 2013­
2015 biennium. Presently, PERS anticipates that system-wide, the 2013-2015 rates will be increased by approximately 5% of
covered payroll as a result of the implementation of the Rate Collar in the 2011-2013 biennium. This increase, however, will
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be subject to change based on the investment perfonnance ofOPERF and other factors. The City's actual 2013-2015
contribution rate increase also may vary from the System-wide number.

OTHER POST-EMPLOYMENT BENEFIT PROGRAMS

The City is required under GASB 45 to detennine the extent of its liabilities for post employment benefits and to record the
liability in its financial statements on an actuarial basis. This includes the requirement under ORS 243.303 that the City offer
to all retirees and their dependents the same healthcare benefits the City offers to current City employees 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 detennined and reported.

The City received its actuarial report perfonned by Milliman, Inc. dated as of April 7,2011 that will meet the GASB 45
reporting requirements for Fiscal Years ending June 30, 2011 and June 30, 2012 (the "Report"). The Report indicates that
based solely all tbe implicit subsidy, as of August 1,2010, the City's UAL for its non-PERS OPEB was $4.22 million.
According to the Report, as of June 30, 2010 the City's annual required contribution ("ARC") for non-PERS OPEB is
approximately $702,940. For the Fiscal Year 2010, the City paid $174,879 which is equal to the pay-as-you-go amount and
represents approximately 25 percent of the ARC. According to the Report, the City's ARC for non-PERS OPEB as of June
30,2011 is $751,181. The City currently plans to continue to pay its non-PERS OPEB on a "pay-as-you-go" basis.

Retirement Health Insurance Account. PERS retirees who receive benefits through the Tlff2 Pension Programs and are
enrolled in the Retirement Health Insurance Account ("RHIA") plan administered by PERS 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 560 per month towards the cost of their health insurance premium under RHIA. According to the
2009 System Valuation, this program had a UAL of approximately $297 million. 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 programs UAL was $771,053. Based on the 2009 City
Valuation, the City's employer contribution rates to fund RI-IIA benefits are 0.59% for the Tlrr2 Pension Programs and
0.50% for the OPSRP Program. These rates are included in the total employer contribution rates shown above.

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
("CCIS), a municipal insurance pool. The CCIS property insurance carries a $10,000 deductible each loss, except $5,000
deductible on mobile equipment.

The City is also exposed to Third-Party Liability risks, related to torts and errors & omissions. The City purchases a
combined $5,000,000 limit each occurrence / $15,000,000 annual aggregate third-party liability coverage through the CCIS
Trust. A $75,000 annual aggregate deductible applies.

The City has purchased Worker Compensation and Employers Liability insurance to protect against the exposures of job­
related injuries to employees, through the CCIS Trust, on a guaranteed-cost basis.

The City pays an annual premium to CCIS. Liabilities ofCCIS are reported when it is probable that a loss has occurred, and
the amount of the loss can be reasonably estimated. CCIS is to be self-sustaining through member premium contributions.
CCIS reinsures through commercial companies for claims in excess of 5500,000 each claim and $5,000,000 aggregate.
Settled claims have not exceeded limits in any of the last three fiscal years.

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 I,
2009, and before July I, 20 I0, incrementally to $1,333,300, for causes of action arising on or after July I, 2014, and before
July 1,2015.

For causes of action arising on or after July I, 2015, the liability limits for both a single claimant and all claimants will be
adjusted based on a detennination by a State Court Administrator of the percentage increase or decrease in the cost of living
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for the previous calendar year as provided in the fonnula in Oregon law. The adjustment may not exceed 3 percent for any
year.

Property Damage or Destruction Claim. 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 20 I0, these liability limits shall be adjusted based on a detennination 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 fannula in Oregon law.
The adjustment may not exceed 3 percent for any year.

The remainder of page intentionally left blank.
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CITY DEBT INFORMATION

Table 8 - Debt Ratios

2010 Estimated Population
2010-11 Real Market Value (RMV)

Total Direct Net Debt]
Overlapping Debt (as of8/2/11)
Total Direct Net Debt and Overlapping Debt

Values
36,845

5 8,094,242,425

$ 18,570,000
130,077,581

$148,647,581

Per Capita

5219,684

$ 504
3,530

$4,034

Percent of
RMV

0.2%
1.6

I. 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. Includes the 201lA Bonds and the City's Full Faith and Credit Obligations, Series 201lA (the
"2011A Obligations") which are being issued concurrently with the 2011 A Bonds.

Note; Outstanding debt information is calculated as of September 20, 20 II except for the overlapping debt calculation. The overlapping
debt calculation was performed by Debt Management Division, Oregon State Treasury as of August 2, 20 II.

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

DEBT LIMITATION

General Obligation Bonds, ORS Cbapter 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 stonn sewers, sewage disposal
plants, hospitals, infinnaries, gas power, or lighting purposes, or the acquisition, establishment, or reconstruction of any off­
street 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 2011 A Bonds are general obligation
bonds and are subject to the debt limitation.

•

2010-11 RMV
Debt limilation (3% of RMV)
Less applicable bonded debt
Remaining legal debt capacity
Percent of limit issued

$8,094,242,425
5242,827,273

$18570,000
5224,257,273

7.65%

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 XI, Section 11 and I JB.

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 9 - Outstanding Obligations

Dated Maturity Amount
Date Date Amount Issued Outstanding l

GENERAL OBLIGATION BONDS

General Obligation Bonds, Series 2001 (Open Space/Field Renovation) I 511101 611/20 $ 6,000,000 $ 3,550,000

Refunded Bonds l -3,550,000
General Obligation Bonds, Series 2003 2/1/03 6/1/22 14,735,000 8,650,000

(Open SpacefPark RenovationIRefunding )

General Obligation Refunding Bonds, Series 2003A 5/1103 6/1/13 6,030,000 1,270,000

General Obligation Refunding Bonds, Series 2006 10/1/06 6/1/19 6,540,000 5,110,000

General Obligation Refunding Bonds, Series 201lA (this issue)l 9/20/11 6/1120 3,540,000 3,540,000

Total General Obligation Bonds $36,845,000 $ 18,570,000

DEBT SECURED BY THE GENERAL FUND

Full Faith and Credit Obligations, Series 2009A) 6/3/09 12/1/34 $ 60,000,000 $ 60,000,000

Full Faith and Credit Obligations, Series 2010A3 9/29/10 6/1/35 35,000,000 35,000,000

Full Faith and Credit Obligations, Series 2011A I
,4 9/20111 6/1/31 11,500,000 11,500,000

Total Dcbt Secured by the General Fundi $\06,500,000 $\06,500,000

REVENUE BONDS

Surface Water Revenue Bonds, Series 2005 4/6/05 1211/23 3,000,000 2,290,000

Water Revenue and Refunding Bonds, Series 2007 10/18/07 12/1/27 9,560,000 8,525,000

Total Revenue Bonds $\2,560,000 $10,815,000

I. Amount outstanding as of September 20, 2011 plus the 20 II A Bonds and the 2011 A Obligations which are being issued concurrently
with the 2011A Bonds.

2. See comments below- SHORT-TERM BORROWING.
3. Repayment comes from sewer system revenues.

•Source: City of Lake Oswego.

SHORT-TERM BORROWING

Non-Revolving Credit Facility, 2011. The City currently has a Non-Revolving Credit Facility (the "2011 Credit Facility"
with Bank of America, N. A. with a limil of$20,156,913. The balance owed on the 2011 Credil Facility is $20,156,913 as of
September 20, 20 II. This borrowing funded the purchase cost, development costs and other expenses related to the
SafecolWest End Property, a 14-acre site on Kruse Way that is being considered for some public purpose still to be
detennined for the citizens of the City.

Non-Revolving Line of Credit, 2011. The City is in the process of obtaining a Non-Revolving Line of Credit (the "2011
Line") in the amount of $1 0 million to fund urban renewal projects. Draws are expected to begin in November 2011. The
line of credit is secured by the City's full faith and credit. The City has entered into an intergovernmental agreement with
LORA with which LORA obligated itself to reimburse the City for all amounts the City is required to pay in connection with
the line of credit. The City and LORA expect to issue long-tenn bonds to refinance the line of credit on or prior to its
maturity on Oclober 1,2014.
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Table /0 - Overlapping Debt (as of8/2/20//)

Real Market Percent Gross Property-Tax Net Property-Tax
Overlapping District Valuation Overlapping Backed Debt I Backed Debt 2

Governmental unit

Clackamas Community Collegc $ 35,664,395,610 0.27% $ 223,321 $ 87,349
Clackamas County 49,233,660,124 15.49 15,897,508 11,800,396

Clackamas County ESD 46,889,463,367 16.33 4,258,778 0

Clackamas County SO #3J, (West Linn/Wilsonville) 7,591,047,720 0.00 223 223

Clackamas County SO #7J (Lake Oswcgo) 8,841,054,110 86.62 98,831,724 98,831,724

Mctro 204,123,947,819 3.96 8,225,684 6,253,958

Multnomah County 104,999,696,637 0.42 1,223,837 439,258

Multnomah County SO IJ (Portland) 77,886,957,970 0.54 2,572,488 2,572,488

Multnomah ESD 106,345,991,268 0.400.40 140,498 0

Port of Portland 223,151,821,692 3.62 2,549,190 0

Portland Community College 164,112,266,666 4.86 18,739,959 9,698,928

Tn-Met 203,265,967,775 3.97 389,491 389,491

Washington County 68,918,447,061 0.02 22,960 3,766

Total Overlapping Debt $153,075,661 $130,077,581

I. Gross Property-Tax Backed Debt includes all general obligation (G.O.) bonds and full faith and credit borrowings.
2. 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 borrowings.

Source: Municipal Debt Advisory Commission, Oregon State Treasury.

FUTURE FINANCING PLAN

During the next two to three years, the City may issue either general obligation bonds or a combination of full faith and credit
obligations and general obligation bonds for several projects: (I) $5 to $10 million to take out the 2011 Credit Facility upon
the sale or development of the West End property; (2) approximately $3 to 6 million to replace a fire station; (3)
approximately $18 million to replace a maintenance building and yard; (4) between $25 million and $60 million for the
public portion of a new library; and (5) approximately S22 million for police/911/courts facility. The City is required to
obtain voter approval prior to the issuance of general obligation bonds.

The City expects to issue approximately $110 million in either full faith and credit obligations or water revenue bonds, or a
combination thereof, to replace and expand drinking water infrastructure in cooperation with the neighboring City of Tigard.
The first bond issue is expected to occur in the Fall of 2012, in the amount of $60 million. The second bond issue in the
amount of $50 million is expected to occur in the Fall of 20 14.

The remainder of page intentionally left blank.
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Table 11 - City Levy Election History

Date Purpose

5/20/08 West End BuildingIRecreational Facility
11/5102 Parks, Open Space, Pathways

J113/98 Sports Field Renovation Open space acquisition
11/5/96 City/School Partnership (3-year Serial Levy)

5/21196 G.O. Road Improvement Bonds

11/8/94 Tax Base

9/20/94 G.O. Street Bonds

9/20/94 Real Estate Transfer Tax

Source: City of Lake Oswego.

Amount
Requested

$20,000,000

9,750,000

13,000,000

1,157,222

6,970,000

2,183,751

5,971,500
NA

Percent
Votes Passed

Yes No Margin (Failed)

5,579 7,486 (-1,907) (-57.30)

9,248 6,805 2,443 57.61%

8,706 5,678 3,028 60.52

9,968 6,612 3,356 60.12

5,323 2,919 2,404 64.58

8,414 5,936 2,478 58.63

4,556 5,171 (-615) (-53.16)

2,777 6,795 (-4,018) (-70.99)

The remainder of page intentionally left blank.
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PROPERTY TAXES

Most local governments, school districts, education services districts and community college districts ("local governments")
have pennanent authority to levy property taxes for operations ("Pennanent 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 lenn 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
pennanent 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 I through June 30.
The local government ordinarily must notify the county assessor of its levies by July 15.

Valuation ofProperty - 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, fann 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 II 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
(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 Xl, Section lib 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 conununity 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 tbe Real Market Value of property. "Real Market Value" is the minimum amount in cash
which could reasonably be expected by an infonned seller acting without compulsion, from an informed buyer acting without
compulsion, in an "anns-Iength" transaction during the period for which the property is taxed. Taxes imposed to pay the
principal and interest on the following bonded indebtedness are not subject to the foregoing limitations: (I) 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 (such as the 20llA Bonds).

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
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taxation. By law, the County may not commence foreclosure ofa 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 (200 I), which does not have an age limitation.

The following tables represent historical taxable property tax values for the City.

Table 12 -Assessed Value and Estimated Real Market Value/

Fiscal Year
2000-0t
2001-02

2002-03

2003-04

2004-05

2005-06

2006-07

2007-08

2008-09

2009-10

2010-11

AV
Total 2

$3,575,388,574
3,827,983,317

4,015,551,440

4,163,400,360

4,342,601,515

4,513,623,589

4,738,215,630

4,995,291,340

5,071,782,358

5,286,444,776

5,462,945,518

Total Direct
Tax Rate

5.4535
5.4641

5.8293

6.0573

6.2115

6.1658

6.0739

6.0581

6.0565

6.0453

5.9945

Estimated
RMV'

$4,691,116,668

5,095,554,355

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

AVasa%of
RMV

76.2%
75.\

75.7

73.7

71,9

65.9

59.9

52.9

51.2

57.7

67.5

1. The City of Lake Oswego is located within three counties: Clackamas, Multnomah, and Washington.
2. 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.
3. Real market values include urban renewal values located within Clackamas County.

Sources: Clackamas, Multnomah and Washington County Assessor's Offices.

The remainder of page intentionally left blank.
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Table /3 - Property Tax Levies and Collections

Fiscal Year
1999-00

2000-01

2001-02
2002-03 .

2003-04
2004-05

2005-06

2006-07

2007-08

2008-09

2009-10

2010-11'

Taxes levied for the
fiscal year
$20,052,420

20,330,222

21,895,955

23,337,918

25,095,597
26,794,938

27,658,109

28,610,074

30,078,019

31,529,026

32,864,149

33,442,696

Amount Collected
w/in fiscal year

of levy
$18,806,309

19,033,203

20,480,001

21,916,180

23,680,518

25,368,373

26,338, I08

27,182,459

28,329,781

29.507,399

30,946,450

31,497,000

Percent of Levy
94%

94

94

94

94

95

95

95

94

94

94

94

Collections in
subsequent

years
$ 704,602

742,206

741,174
929,088

860,394
665,984

659,393

627,898

743,762

719,498

1,010,812

1,117,000

Total
Collections
$19,510,911

19,775,409

21,221,175

22,845,268

24,540,912

26,034,357

26,997,501

27,810,357

29,073,543

30,226,897

31,957,262

32,614,000

Total
Collections

Percent of Levy
97%

97

97

98

98

97

98

97

97

96
97

98

I. Estimated, unaudited.

Source: City of Lake Oswego.

Table 14 - Top 10 Property Taxpayers

Name

Shorenstein Properties LLC
Oswego Lender LLC
Property Reserve Inc.
Gramor Development
Comcast Corporation
Phoenix Commercial Investments LLC
St. Paul Properties Inc.
Portland General Electric Co.
Kruse Way Centerpointe LLC
Alliance Tax Advisors
Total

Assessed
Taxes

$3,905,630

608,193

555,942

441,590

440,495

410,872

342,498

325,282

313,763

297,975

S7,642,240

2010-11
Assessed Value

$234,640,864

37,641,970

31,981,953

27,642,800

25,570,691

25,302,799

20,215,000

19,703,021

18,496,157

18,304,363

$459,499,618

Percent of
Total Value

4.30%

0.69%

0.59%

0.51

0.47%

0.46%

0.37%

0.36%

0.34%

0.34%

8.41%

Note:

Source:

The City is located primarily in Clackamas County and the table presents major taxpayers in Clackamas County. The City's
2010-11 AV is $5,463,015,518.

Clackamas County Assessor's Office.

The remainder of page intentionally left blank.
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Table 15 - Property Tax Rates - Direct and Overlapping Governments - Rate per 51,000 ofAssessed Value

Education Portland Lake Total Direct
Fiscal Basic ' GO Debl Urban Total Clackamas Service Comm. Oswego and
Year Rate' Service Renewae direct Conntv District Colle.. Sch. Dist. Metro Other3 Overlaooine

1999-00 5.0353 0.7912 -- 5.8265 2.54 0.37 0.36 5.51 0.33 0.26 15.20
2000-01 4.7034 0.7501 -- 5.4535 2.57 0.37 0.37 6.08 0.34 0.26 15.44

2001-02 4.7034 0.7607 -- 5.4641 2.57 0.37 0.55 7.02 0.33 0.26 16.56
2002-03 4.6636 0.7397 0.4260 5.8293 2.49 0.35 0.48 6.72 0.27 0.24 16.38
2003-04 4.7480 0.8668 0.4425 6.0573 2.49 0.35 0.50 6.71 0.27 0.22 16.60
2004-05 4.8116 0.8689 0.5310 6.2115 2.48 0.35 0.49 6.88 0.27 0.22 16.90
2005-06 4.8076 0.8084 0.5498 6.1658 2.48 0.35 0.48 7.08 0.27 0.24 17.Q7

2006-07 4.8066 0.7274 0.5399 6.0734 2.44 0.35 0.47 6.79 0.26 0.23 16.63
2007-08 4.8035 0.6964 0.5582 6.0581 2.70 0.35 0.48 6.62 0.41 0.22 16.84
2008-09 4.8055 0.6908 0.5602 6.0565 2.70 0.35 0.49 6.91 0.38 0.22 17.11
2009-10 4.7915 0.6247 0.6291 6.0453 3.17 0.35 0.61 6.91 0.41 0.22 17.72
2010-11 4.7924 0.5883 0.6138 5.9945 3.16 0.35 1.04 6.65 0.39 0.22 17.80

I. 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.

2. Beginning with 2003, the urban renewal rates are separately stated.
3. 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 1­
5 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 2010 population was 36,845. During the ten-year period from 2000 to 2010, the population in the City increased
from 35,278 to 36,845, a.compounded annual growth rate of 0.44 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. Since 2000, the population of Clackamas County grew at a compound annual growth rate of 4.44 percent.

Table 16 - Poplliation Estimates and Economic Statistics

Fiscal Year
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010

Lake Oswego
Population

35,278
35,434
35,580
35,750
35,759
35,860
36,350
36,345
36,590
36,755
36,845

Clackamas County
Personal income

(in OOO's)
512,635,t75

12,494,637
12,672,189
13,132,736
13,876,687
14,601,351
t5,872,775
16,678,152
t 7,203,458
16,853,655

NA'

Clackamas County
Per capita Personal

Income
$37,212

36,233
36.037
36,9t8
38.47t
39,959
42,796
44,403
45,126
43,646
NA'

Clackamas County
Unemployment rate

4.1%
5.3
6.9
7.5
6.7
5.5
4.8
4.6
5.7

10.3
to.1

The Federal Census figures, as of April 1 of the stated year, are as follows:

City of Lake Oswego
Clackamas County
State of Oregon

1980
22,630

243,000
2,639,915

1990
30,576

278,850
2,842,32t

2000
35,278

338,391
3,421,399

2010
NA

375,992
3,83t,704

I. Not available at this time. 20 I0 data is expected to be released August 6, 20 II.

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 perfonns this statutory duty. The population estimates are calculated as of July I of each year but are not certified
until the following lanual)'. Federal Census figures are published by the U.S. Bureau of Census. 2000 Census figures are
based on the 2000 Census Redistricting Data.
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Table 17 - Major Employers in the City 2011

Employer

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.

Otak, Inc.

Sabrix, Inc.

The Olive Garden Italian

Biotronik Inc.

AAA Oregon/Idaho

The Pearl at Kruse Way

Hyperion Capital Group, LLC

Source: City of Lake Oswego and NW Resources.

Product or Service

Education

Government

Telecommunications & public relations

Food service - restaurant

Microelectronics manf.-medical equipment

Retirement and senior living

Engineering

Grocery

Insurance coverage & wellness plans

Software development

Architecture and engineering

Software development

Restaurant

Medical equipment manufacturing

Travel services

Assisted living/retirement living

Mortgage lender

2011 Estimated

Employment

568

354

312

281

246

200

200

173

165

150

145

135

131

127

125

110

100

Table 18 - Major Employers in the Portland-Vancouver MSA (Oregon Portion) 2010

Employer

u.s. Government

State of Oregon

Intel Corporation

Providence Health System

Oregon Health & Science University

Fred Meyer Stores

Kaiser Foundation Health Plan of the NW

Legacy Health System

City of Portland

NIKE Inc.

Portland Public School District

Multnomah County

Beaverton School District

Wells Fargo

Safeway Inc.

Portland Community College

Portland State University

U.S. Bank

Product or Service

Government

Government

Semiconductor integrated circuits

Health care & health insurance

Health care & education

Grocery & retail variety chain

Healthcare

Nonprofit health care

Government

Sports shoes and apparel

Education

Government

Education

Bank

Grocery chain

Education

Education

Bank

2010 Estimated

Employment l

15,259

15,325

15,228

13,831

13,283

9,630

9,204

8,250

6,310

6,000

5,101

5,000

5,000

4,861

4,200

4,000

3,868

3,856

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

Source: State of Oregon Employment Department and Top Regional Employers - Portland Business Journal as of March 2011.
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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.

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 1-205 and 1-405 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 and out to
the west to the cities of Beaverton and Hillsboro.

UTILITIES

NW Natural supplies natural gas to the area; electricity is provided by Portland General Electric Company. Verizon, and
Qwest Communications 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 Clean Water Services. 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.

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 1·leath 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 Pennanente 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.
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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 infonnation on those areas as well as the City itself.

The remainder of page intentionally left blank.
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THE INITIATIVE PROCESS

The Oregon Constitution, Article IV, Section I, 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 pennits 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 qualitY for the
ballot. Consequently, the City does not ordinarily disclose infonnation about proposed initiative measures that have not qualified
for the ballot.

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 2010 general election, the requirements were eight percent (110,358 signatures) for a
constitutional amendment measure and six percent (82,769 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 pennits 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 fonnal 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 19 -Initiative Petitions that Qualified and Passed (/998-2010)

Year of
Ceneral Election

1998
2000
2002
2004
2006
2008
2010

Number of
Initiatives that

Qualified
16
18
7
6

10
8
4

Number of
Initiatives that

Passed
6
4
3
2
3
o
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 o/Slate.
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LITIGATION

There is no pending litigation questioning the validity of the Financing Agreement, the Escrow Agreement or the 2011A Bonds
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 201lA Bonds. 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 2011A Bonds.

LEGALITY

The validity of the 201lA Bonds and certain other legal maUers are subject to the approving opinion of K&L Gates LLP,
Portland, Oregon, Bond Counsel for the City ("Bond Counsel"). A complete copy of the proposed fonn of Bond Counsel
Opinion is included as APPENDIX C of this Official Statement. Bond Counsel undertakes no responsibility for the accumcy,
completeness, or fairness of this Official Statement.

TAX MATTERS

In the opinion of Bond Counsel, under existing law interest on the 20 II A Bonds is excludable from gross income for federal
income tax purposes and is not an item of tax preference for purposes of the federal alternative minimum tax imposed on
individual and corporations; however, interest on the 201lA Bonds is included in adjusted current earnings for the purpose of
computing the federal alternative minimum tax imposed on certain corporations.

Federal income tax law contains a number of requirements that apply to the 201lA Bonds, including investment restrictions,
periodic payments of arbitrage profits to the United States, requirements regarding the use of proceeds of the 20 II A Bonds and
the facilities financed or refinanced with proceeds of the 201lA Bonds and certain other matters. The City has covenanted to
comply with all applicable requirements.

Bond Counsel's opinion is subject to the condition that the City comply with the above-referenced covenants and, in addition,
will rely on representations by the City and its advisors with respect to matters solely within the knowledge of the City and its
advisors, respectively, which Bond Counsel has not independently verified. If the City fails to comply with such covenants or
if the foregoing representations are determined to be inaccurate or incomplete, interest on the 2011 A Bonds could be included
in gross income for federal income tax purposes retroactively to the date of issuance of the 201 JA Bonds, regardless of the date
on which the event causing taxability occurs.

Except as expressly stated in this "Tax Matters" section, Bond Counsel expresses no opinion regarding any other federal
income tax consequences of acquiring, carrying, owning or disposing of the 201lA Bonds. Owners of the 20J JA Bonds
should consult their tax advisors regarding the applicability of any collateral tax consequences of owning the 201 JA Bonds,
which may include original issue discount, original issue premium, purchase at a market discount or at a premium, taxation
upon sale, redemption or other disposition, and various withholding requirements.

Prospective purchasers of the 201lA Bonds should be aware that ownership of the 201lA Bonds may result in collateral
federal income tax consequences to certain taxpayers, including, without limitation, financial institutions, property and casualty
insurance companies, individual recipients of Social Security or Railroad Retirement benefits, certain S corporations with
"excess net passive income," foreign corporations subject to the branch profits tax, life insurance companies and taxpayers who
may be deemed to have incurred or continued indebtedness to purchase or carry or have paid or incurred certain expenses
allocable to the 2011 A Bonds. Bond Counsel expresses no opinion regarding any collateral tax consequences. Prospective
purchasers of the 2011 A Bonds should consult their tax advisors regarding collateral federal income tax consequences.

Bond Counsel's opinion only addresses laws in effect on the date of delivery of the 201lA Bonds. Subsequent changes in
fedemllaw may reduce or eliminate favomble tax treatment ofthe 201lA Bonds.

Payments of interest on tax-exempt obligations such as the 201lA Bonds, are in many cases required to be reported to the
Internal Revenue Service (the "IRS"). Additionally, backup withholding may apply to any such payments made to any owner
who is not an "exempt recipient" and who fails to provide certain identifying information. Individuals generally are not
exempt recipients, whereas corporations and certain other entities generally are exempt recipients.

Bond Counsel's opinion is not a guarantee of result and is not binding on the IRS; rather, the opinion represents Bond
Counsel's legal judgment based on its review of existing law and in reliance on the representations made to Bond Counsel and
the City's compliance with its covenants. The IRS has established an ongoing program to audit tax-exempt obligations to
detennine whether interest on such obligations is includable in gross income for federal income tax purposes. Bond Counsel
cannot predict whether the IRS will commence an audit of the 20 I IA Bonds. Owners of the 20 II A Bonds are advised that, if
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the IRS does audit the 201lA Bonds, under current IRS procedures, at least during the early stages of an audit, the IRS will
treat the City as the taxpayer, and the owners of the 201lA Bonds may have limited rights to participate in the audit. The
commencement of an audit could adversely affect the market value and liquidity of the 201lA Bonds until the audit is
concluded, regardless of the ultimate outcome.

ORIGINAL ISSUE PREMIUM

The initial public offering price of certain 201lA Bonds is greater than the amount payable on those 201lA Bonds at maturity.
Bond Counsel expresses no opinion with respect to the treatment of this additional amount.

QUALIFIED TAX-EXEMPT OBLIGATION

The City has designated the 201lA Bonds as "qualified tax-exempt obligations" within the meaning of Section 265(b)(3)(B) of
the Code.

OREGON STATE TAX EXEMPTION

In the opinion ofBood Counsel, interest on the 201lA Bonds is exempt from Oregon personal income tax under existing law.

RECENT LEGISLATIVE PROPOSAL

On September 12, 2011, President Obama submitted the "American Jobs Act of2011" (the "2011 Jobs Act") to Congress. If
the 2011 Jobs Act is enacted in its current fonn, it would subject a portion of the interest on tax-exempt bonds received by
certain high-income holders to federal income tax. This provision would be effective for taxable years beginning on or after
January I, 2013, and would apply to existing tax-exempt bonds, including the 201lA Bonds, as well as tax-exempt bonds
issued in the future. Neither the City nor Bond Counsel can predict whether the 20 II Jobs Act, modifications of it, or similar
legislation will be approved by Congress. Purchasers of the 20 II A Bonds should consult their own tax advisors regarding the
impact of any potential change in federaIIaw on the treatment of interest on the 20lIA Bonds.

RATINGS

Moody's Investors Service and Standard & Poor's Ratings Group, a Division of the McGraw-Hili Companies have assigned
ratings of Aaa and AAA, respectively, to the 20 II A Bonds. An explanation of the significance of the ratings can be obtained
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 20 II A Bonds.

FINANCIAL ADVISOR

The City has retained Western Financial Group, LLC, Lake Oswego, Oregon, as Financial Advisor in connection with the
authorization and issuance of the 20 I IA Bonds.

UNDERWRITING

Raymond James & Associates, Inc., acting as underwriter successfully bid for the 20 II A Bonds in a competitive sale on
September 8, 2011. The bid provides that the underwriter will purchase all of the 2011A Bonds, if any 201lA Bonds are
purchased, at a price of 103.026% of the par value of the 20 II A Bonds. The 20 II A Bonds will be re-offered at an average
price of 103.398% of the par value of the 201lA Bonds. After the initial public offering, the public offering prices may vary
from time to time.
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OFFICIAL STATEMENT

At the time of the original delivery of and payment for the 201lA Bonds, the City will deliver a certificate of the Authorized
Representative, addressed to the 20 II A Bond 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/her
knowledge and belief, (i) the Official Statement, both as of its date and as of the date of delivery of the 20 II A Bonds, 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 201lA Bonds there has been no material adverse change in the affairs (financial or other),
financial condition or results ofoperations 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 fonn
attached hereto as APPENDIX D for the benefit of the holders of the 20 II A Bonds. 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 infonnation 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 2011 A Bonds. 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.
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APPENDIX A
FORM OF BOND DECLARATION



b.

BOND DECLARATION

City of Lake Oswego, Oregon

$3,540,000

General Obligation Refunding Bonds

Series 2011A

Executed on behalf of the City of Lake Oswego, Oregon

as of the 20'h day of September, 2011
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BOND DECLARATION

THIS BOND DECLARAnON is executed as of September 20, 20 II, on behalf of the
City of Lake Oswego, Oregon by its City Official pursuant to and as defined in Resolution
No. II-51 adopted by the City Council on September 6,2011 (the "Resolution"). The
Resolution authorizes the City Official to execute a bond declaration which contains the tenns of
the City's General Obligation Refunding Bonds, Series 201lA the covenants of the City relating
to those bonds.

Section 1. Definitions.

Unless the context clearly requires otherwise, the following tenns shall have the following
meanmgs:

"BEO" means "book-entry-only" and refers to a system for clearance and settlement of securities
transactions through electronic book-entry changes, which eliminates the need for physical
movement of securities.

"Bond Declaration" means this Bond Declaration, including any amendments made in
accordance with Section 8 of this Bond Declaration.

"Bonds" means the City's General Obligation Refunding Bonds, Series 2011A, that arc
described in Section 2 of this Bond Declaration.

"Business Day" means any day except a Saturday, a Sunday, a legal holiday, a day on which the
Paying Agent or offices of banks in Oregon or New York arc authorized or required by law or
executive order to remain closed, or a day on which the New York Stock Exchange is closed.

"City" means the City of Lake Oswego, Oregon.

"City Official" means the City Manager, City Finance Director or person designated by the City
Council to act on behalf of the City under the Resolution.

"Code" means the Internal Revenue Code of 1986, as amended.

"Event of Default" refers to an Event of Default listed in Section 9( I) of this Bond Declaration.

"Government Obligations" means direct noncallable obligations of the United States, or
obligations the principal of and interest on which arc fully and unconditionally guaranteed by the
United States.

"Outstanding" refers to all Bonds authorized and delivered pursuant to this Bond Declaration
except Bonds which have been paid, canceled, or defeased pursuant to Section 10 of this Bond
Declaration, and Bonds which have matured but have not been presented for payment for the
payment of which adequate money has been transferred to the Paying Agent.

"Owner" means the person shown on the Bond register maintained by the Paying Agent as the
registered owner of a Bond.
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"Paying Agent" means the registrar and paying agent for the Bonds, which, at the time of
execution of this Bond Declaration, is Wells Fargo Bank, National Association

"Record Date" means the 15th day of the month preceding a payment date.

"Resolution" means Resolution No. II-51 adopted by the City Council on September 6, 20 II,
which authorize the issuance and sale of the Bonds, the execution of this Bond Declaration, and
dclegates the City Officials authorized to act on behalf of the City in connection with the Bonds.

Section 2. Bonds Authorized.

(I) Pursuant to Oregon Revised Statutes Section 287A.360 and the Resolution, the City
hereby authorizes the issuance, sale and delivery of the Bonds in accordance with this
Bond Declaration and in the principal amount of $3,540,000. The Bonds shall be
dated September 20, 20 II, shall bear interest which is payable on June I and
December I of each year, commencing June 1,2012. The Bonds shall mature on the
following dates in the following principal amounts:

Maturity Principal Interest CUSIP Number
Date Amount Rate (%) (Base 510390)

(June 1) ($)
2012 375,000 2.00 UT2
2013 365,000 2.00 UU9
2014 375,000 2.00 UV7
2015 385,000 2.00 UW5
2016 390,000 2.00 UX3
2017 400,000 2.00 UYI
2018 405,000 2.00 UZ8
2019 420,000 2.00 VA2
2020 425,000 2.00 VBO

(2) Bond proceeds will be used to refund all of the City's outstanding General Obligation
Bonds, Series 2001, and to pay the costs of issuance of the Bonds.

Section 3. Security for Bonds.

(I) The Bonds are general obligations of the City. The City hereby pledges its full faith
and credit to pay the Bonds when due. The City covenants for the benefit of the
Owners that the City shall levy, annually, as provided by law, in addition to its other
ad valorem property taxes and outside the limitations of Section II and II b of
Article XI of the Oregon Constitution, a direct ad valorem tax upon all of the taxable
property within the City in sufficient amount, after considering discounts taken and
delinquencies that may occur in the payment of taxes, to pay the Bonds promptly as
they mature. The City covenants with the Owners of the Bonds to levy such a tax
annually during each year that any of the Bond are outstanding.

(2) This Bond Declaration shall constitute a contract with the Owners.

Page 2 - Bond Declaration



Section 4. Tax Covenants.

The City intends for the interest on the Bonds to be excluded from gross income for federal
income tax purposes pursuant to Sections 103 and 141 through 150 of the Code, and the
applicable Income Tax Regulations. The City covenants not to take any action, or knowingly
omit to take any action within its control, that iftaken or omitted would cause the interest on the
Bonds to be includable in gross income for federal income tax purposes.

Section 5. Book Entry System.

(I) The Bonds shall be initially issued in BEO form and shall be governed by this Section
5. While the Bonds arc in BEO form no physical Bonds shall be provided to the
Owners. An official of the City has executed and delivered a blanket letter of
representations to The Depository Trust Company ("DTC"). While the Bonds are in
BEO form, registration and transfer of beneficial interests in the Bonds shall be
governed by that letter and the operational arrangements of DTC, as they may be
amended from time to time, as provided in the blanket issuer letter of representations.
So long as the Bonds arc in BEO form DTC shall be treated as the Owner for all
purposes, including payment and the giving of notices to the Owners of the Bonds.
Bond payments shall be made, and notices shall be given, to DTC in accordance with
the letter of representations. Any failure of DTC to advise any of its participants, or of
any participant to notify the beneficial owner, of any such notice and its content or
effect will not affect the validity of the redemption of the Bonds or ofimy other action
premised on such notice.

(2) The City may discontinue maintaining the Bonds in BEO form at any time. The City
shall discontinue maintaining the Bonds in BEO form if DTC determines not to
continue to act as securities depository for the Bonds, or fails to perform satisfactorily
as depository, and a satisfactory substitute depository cannot reasonably be found.

(3) Ifthe City discontinues maintaining the Bonds in book-entry only form, the City shall
cause the Paying Agent to authenticate and deliver replacement Bonds in fully
registered form in authorized denominations in the names of the beneficial owners or
their nominees; thereafter the provisions set forth in Section 7 below, regarding
registration, transfer and exchange of Bonds shall apply.

(4) The City and the Paying Agent shall have no responsibility or obligation to any
participant or correspondent of DTC or to any beneficial owner on behalf of which
such participants or correspondents act as agent for the beneficial owner with respect
to:

(A) the accuracy of the records ofDTC, the nominee or any participant or
correspondent with respect to any beneficial owner's interest in the Bonds;

(B) the dclivery to any participant or correspondent or any other person of any notice
with respect to the Bonds, including any notice of prepayment;
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(C) the selection by DTC of the beneficial interest in Bonds to be redeemed prior to
maturity; or

(D) the payment to any participant, correspondent, or any other person other than the
registered owner of the Bonds as shown in the registration books maintained by
the Paying Agent, of any amount with respect to principal, any premium or
interest on the Bonds.

(5) The provisions of this Section 5 may be modified without the consent of the beneficial
owners in order to conform this Section 5 to the standard practices ofDTC or any
successor depository for bonds issued in book-entry only form.

Section 6. Redemption of Bonds.

The Bonds are not subject to optional or mandatory redemption.

Section 7. Authentication, Registration and Transfer.

(I) No Bond shall be entitled to any right or benefit under this Bond Declaration unless it
shall have been authenticated by an authorized officer of the Paying Agent. The
Paying Agent shall authenticate all Bonds to be delivered at the closing of the Bonds,
and shall additionally authenticate all Bonds properly surrendered for exchange or
transfer pursuant to this Bond Declaration.

(2) The ownership of all Bonds shall be entered in the Bond register maintained by the
Paying Agent, and the City and the Paying Agent may treat the person listed as Owner
in the Bond regist~r as the Owner of the Bond for all purposes.

(3) While the Bonds are in book-entry only form, the Paying Agent shall transfer Bond
principal and interest payments in the manner required by DTC.

(4) If the Bonds cease to be in book-entry only form, the Paying Agent shall mail each
interest payment on the interest payment date (or the next Business Day if the payment
date is not a Business Day) to the name and address of the Owners as they appear on
the Bond register as of the Record Date for the Bonds. If payment is so mailed, neither
the City nor the Paying Agent shall have any further liability to any party for such
payment.

(5) Bonds may be exchanged for an equal principal amount of Bonds of the same maturity
which are in different denominations, and Bonds may be transferred to other Owners if
the Owner submits the following to the Paying Agent: written instructions for
exchange or transfer satisfactory to the Paying Agent, signed by the Owner or attorney
in fact and guaranteed or witnessed in a manner satisfactory to the Paying Agent, and
the Bonds to be exchanged or transferred.

(6) The Paying Agent shall not be required to exchange or transfer any Bonds submitted to
it during any period beginning with a Record Date and ending on the next following
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paymcnt datc; howcver, such Bonds shall be exchanged or transfcrred promptly
following that paymcnt datc.

(7) Thc Paying Agent shall note the datc of authentication on cach Bond. The date of
authentication shall be the date on which the Owner's name is listcd on the Bond
registcr.

(8) For purposcs of this Section 7, Bonds shall be considercd submitted to thc Paying
Agent on thc date the Paying Agcnt actually receives the materials described in
Section 7(5), above.

(9) The City may alter these provisions regarding registration and transfe"r by mailing
notification of the altered provisions to all Owners. The altered provisions shall take
effect on the date stated in thc notice, which shall not be earlier than 45 days after
notice is mailed.

Section 8. Amendment of Bond Declaration.

(1) The City may amend this Bond Declaration without the consent of any Owner for any
one or more of the following purposes:

(A) To cure any ambiguity or formal defect or omission in this Bond Declaration;

(B) To add to the covenants and agrcements of the City in this Bond Declaration other
covenants and agrecments to be observed by the City which are not contrary to or
inconsistent with this Bond Declaration as theretoforc in effect;

(C) To confirm, as further assurance, any sccurity interest or pledge created under this
Bond Declaration;

(D) To make any change which, in the rcasonablejudgment of the City, does not
materially and adversely affect the rights of the Owners.

(2) This Bond Declaration may be amended for any other purpose only upon consent of
Owners representing not less than fifty-one percent (51%) in aggregate principal
amount of the adversely affected Bonds then Outstanding. However, no amendment
shall be valid which:

(A) Extends the maturity of any Bonds, reduces the rate of interest upon any Bonds,
extends the time of payment of interest on any Bonds, reduces the amount of
principal payable on any Bonds, or reduces any premium payable on any Bonds,
without the consent of the affected Owner; or

(B) Reduces the pcrcent of Owncrs required to approve amendments to this Bond
Declaration.
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Section 9. Default and Remedies.

(I) The occurrence of one or more of the following shall constitute an Event of Default
under this Bond Declaration:

(A) Failure by the City to pay Bond principal, interest or premium when due (whether
at maturity, or upon redemption after a Bond has becn properly callcd for
rcdemption);

(B) Failure by the City to observe and perform any covenant, condition or agreement
on its part to be observed or pcrformed for the benefit of Owners of Bonds, for a
period of 60 days after written noticc to the City by the Owners of tcn percent or
more of the principal amount of Bonds then Outstanding specifying such failure
and requesting that it be remedied; provided however, that if the failure stated in
the notice cannot be corrected within such 60 day period, it shall not constitute an
Event of Default so long as corrective action is instituted by the City within the 60
day period and diligently pursued, and the default is corrected as promptly as
practicable after the written notice referred to in this Scction; or,

(C) The City is adjudged insolvent by a court of competent jurisdiction, admits in
writing its inability to pay its debts generally as they become due, files a pctition in
bankruptcy, or consents to the appointment of a receiver for the installment
payments.

(2) The Owners often percent or more of the principal amount of Bonds thcn Outstanding
may waive any Event of Default and its consequences, except an Event of Default
described in Section 9(l)(A).

(3) Upon the occurrence and continuance of any Event of Dcfault hereunder the Owners of
ten percent or more of the principal amount of Bonds then Outstanding may take
whatever action may appear necessary or desirable to enforce or to protect any of the
rights of the Owners of Bonds, either at law or in equity or in bankruptcy or otherwise,
whether for the specific enforcement of any covenant or agreement contained in this
Bond Declaration or in aid of the exercise of any power granted in this Bond
Declaration or for the enforcement of any other legal or cquitable right vested in the
Owners of Bonds by this Bond Dcclaration or by law. However, the Bonds shall not
be subject to acceleration.

(4) No remedy in this Bond Declaration conferred upon or reserved to Owners of Bonds is
intended to be exclusive and every such remedy shall be cumulative and shall be in
addition to every other remedy given under this Bond Declaration or now or hereafter
existing at law or in equity. No delay or omission to exercise any right or power
accruing upon any dcfault shall be construed to be a waiver thercof, but any such right
and power may be exercised from time to time and as often as may be deemed
expedient. To entitle the Owners of Bonds to cxercise any remedy reserved to them, it
shall not be nccessary to give any noticc other than such notice as may be required by
this Bond Declaration or by law.
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Section 10. Defeasance.

The City shall be obligated to pay Bonds which arc defeased pursuant to this Section solely from
the money and Government Obligations deposited with an escrOw agent or independent trustee,
and the City shall have no further obligation to pay the defeased Bonds from any source except
the amounts deposited in the escrow. Bonds shall be deemed defeased if the City:

(I) irrevocably deposits money or noncallable Government Obligations in escrow with an
independent trustee or escrow agent which are calculated to be sufficient for the
payment of the Bonds which arc to be defeased without reinvestment; and

(2) files with the escrow agent or trustee a verification from an independent, certified
public accountant to the effect that calculation described above is accurate; and

(3) files with the escrow agent or trustee an opinion of nationally recognized bond counsel
that the proposed defeasance will not cause the interest component of the Bonds to be
includable in gross income under the Code.

Section 11. Form of Bond.

o .
The Bonds shall be issued in substantially the form attached to this Bond Declaration as
Exhibit A, with any changes that are approved by the City Official. The Bonds shall be executed
on behalf of the City with the facsimile or manual signature of the City Official.

Section 12. Rules of Construction.

In determining the meaning of provisions of this Bond Declaration, the following rules shall
apply unless the context clearly requires application of a different meaning:

(1) References to section numbers shall be construed as references to sections of this Bond
Declaration.

(2) References to one gender shall include all genders.

(3) References to the singular shall include the plural, and references to the plural shall
include the singular.

[The remainder of this page is left blank intentionally.]
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Exhibit A
Form of Bond

No. R-«BondNumbef»
United States of America

State of Oregon
Counties of Clackamas, Multnornah and Washington

City of Lake Oswego
General Obligation Refunding Bond

Series 20 II A

Dated Date: September 20, 20 II
Interest Rate Per Annum: «CouponRate))%
Maturity Date: June 1, «MaturityYeam
CUSIP Number: 510390«CUSIPNumbD>
Registered Owner: -----Cede & Co.-----
Principal Amount: -----«PrincipaIAmtSpelled» Dollar5-----

$«PrincipalArntNumben~

The City of Lake Oswego, Oregon (the "City"), for value received, acknowledges itself indebted
and hereby promises to pay to the Registered Owner hereof, or registered assigns, the Principal Amount indicated
above on the Maturity Date indicated above together with interest thereon from the date hereof at the Interest Rate
Per Annum indicated above, computed on the basis of a 360-day year of twelve 30-day months. Interest is payable
semiannually on the first day of June and the first day of December in each year until maturity or prior redemption,
commencing June I, 2012. Payment of each installment of interest shall be made on the payment date to the
Registered Owner hereof whose name appears on the registration books of the City maintained by the City's paying
agent and registrar, which is currently Wells Fargo Bank, National Association (the "Paying Agent"), as of the 15th

day of the month immediately preceding the applicable interest payment date. For so long as this Bond is subject to
a book-eotry-only system, principal and interest payments shall be paid on each payment date to the nominee of the
securities depository for the Bonds. On the date of issuance of this Bond, the securities depository for the Bonds is
The Depository Trust Company, New York, New York, and Cede & Co. is the nominee of The Depository Trust
Company. Such payments shall be made payable to the order of "Cede & Co."

This Bond is one of a duly authorized series of bonds aggregating $3,540,000 in principal amount
designated as General Obligation Refunding Bonds, Series 201lA (the "Bonds"). The Bonds are issued to refund
the City's outstanding General Obligation Bonds, Series 2001 and to pay costs of issuance of the Bonds. The
Bonds are issued under and pursuant to Resolution No. II-51 adopted by the City Council on September 6, 2011
(the "Resolution"), and a Bond Declaration dated as of the date of delivery of the Bonds (the "Declaration")
executed pursuant to the Resolution. The Bonds are issued in full and strict accordance and compliance with all of
the provisions of the Constitution and Statutes of the State of Oregon and the Charter of the City.

The Bonds constitute valid and legally hinding obligations of the City. The City has pledged its
full faith and credit to pay the Bonds when due. The City has covenanted for the benefit of the owners that the City
will levy, annually, as provided by law, in addition to its other ad valorem property taxes and outside the limitations
of Section I I and lIb of Article XI of the Oregon Constitution, a direct ad valorem tax upon all of the taxahle
property within the City in sufficient amount, after considering discounts taken and delinquencies that may occur in
the payment of taxes, to pay the Bonds promptly as they mature. The City has covenanted with the owners of the
Bonds to levy such a tax annually during each year that any of the Bonds are outstanding. The Bonds do not
constitute a debt or indebtedness of Clackamas County, Multnomah County, Washington County, the State of
Oregon, or any political subdivision thereof other than the City.

The rights and obligations of the City and the Registered Owners with respect to the Bonds are
subject to the terms described in the Declaration.

The Bonds are initially issued as a book-entry-only security issue with no certificates provided to
the beneficial owners. Records of ownership of beneficial interests in the Bonds will be maintained by The
Depository Trust Company and its participants.
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Should the book-entry only security system be discontinued, the City shall cause the Paying Agent
to authenticate and deliver replacement Bonds in fully registered fann in authorized denominations in the names of
the beneficial owners or their nominees, as provided in the Declaration.

The Bonds shall mature as described in the Declaration and in the final Official Statement for the
Bonds which is dated September 8, 20 II.

The Bonds are not subject to redemption prior to their stated maturity dates.

Any exchange or transfer of this Bond must be registered, as provided in the Declaration, upon the
bond register kept for that purpose by the Paying Agent. The exchange or transfer of this Bond may be registered
only by surrendering it, together with a written instrument of exchange or transfer which is satisfactory to the
Paying Agent and which is executed by the registered owner or duly authorized attorney_ Upon registration, a new
registered Bond or Bonds, of the same series and maturity and in the same aggregate principal amount, shall be
issued to the transferee as provided in the Declaration. The City and the Paying Agent may treat the person in
whose name this Bond is registered on the bond register as its absolute owner for all purposes, as provided in the
Declaration.

Unless this Bond is presented by an authorized representative of The Depository Trust Company,
a New York corporation ("DTC") to the City or the Paying Agent for registration of transfer, exchange or payment,
and any Bond issued is registered in the name of Cede & Co. or such other name as is requested by an authorized
representative ofDTC (and any payment is made to Cede & Co. or to such other entry 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.

This Bond shall remain in the Paying Agent's custody subject to the provisions of the FAST
Balance Certificate Agreement currently in effect between the Paying Agent's and The Depository Trust Company.

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 issuance of this Bond have existed, have
happened, and have been performed in due time, fonn, and manner as required by the Constitution and Statutes of
the State of Oregon and the Charter of the City; and that the issue of which this Bond is a part, and all other
obligations of the City, are within every debt limitation and other limit prescribed by such Constitution and Statutes
and City Charter; and that the City has covenanted to levy a tax upon all taxable property within the City in an
amount sufficient, with other available funds, to pay when due the interest on and the principal of the Bonds.

IN WITNESS WHEREOF, the Council of the City of Lake Oswego, Oregon, has caused this
Bond to be signed by the facsimile signature of its , an authorized City Official as of the 20'h day of
September, 20 II.

City of Lake Oswego, Oregon

[Name, Title]

THIS BOND SHALL NOT BE VALID UNLESS PROPERLY AUTHENTICATED BY THE
PAYING AGENT IN THE SPACE INDICATED BELOW.

This Bond is one of a series of$3,540,000 aggregate principal amount of City of Lake Oswego,
Oregon, General Obligation Refunding Bonds, Series 201lA issued pursuant to the Declaration described herein.

Date of authentication: September 20, 2011.

Wells Fargo Bank, National Association, as Paying Agent and Registrar

Authorized Officer

Exhibit A: Form of Bond - City of Lake Oswego, Oregon, General Obligation Refunding Bond, Series 20 II A



ASSIGNMENT

FOR VALUE RECEIVED, the undersigned sells, assigns and transfers unto _

(Please insert social security or other identifying number of assignee)

this Bond and does hereby irrevocably constitute and appoint :--,---,-,-,----,--:-c-------,--,-:-c--,---,---,­
as attorney to tra~sfer this Bond 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 Bond in every particular, without alteration or enlargement or any change whatever.

NOTICE: Signature(s) must be guaranteed by a member of Signature Guaranteed
the New York Stock Exchange or a commercial hank or trust
company (Bank, Trust Company or Brokerage Firm)

Authorized Officer

The following abbreviations, when used in the inscription on the face of this Bond, 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 (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.

Exhibit A: Form of Bond - City of Lake Oswego, Oregon, General Obligation Refunding Bond, Series 201lA
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November 29, 2010

To the Mayor, City Council, and Citizens of the City of Lake Oswego:

CITY Of LAKE OSWEGO

fl:-rANCE DE?ARTMENT

380 A Avenue
?O Box 369

Lake Oswego, OR 97034

503-635-0260
www.ci.oswcgo.or.us

State law requires that local governments publish within six months of the close of each fiscal year a
complete set of audited financial statements. This Comprehensive Annual Financial Report (CAFR) for the
City of Lake Oswego is hereby submitted to fulfill this requirement for the fiscal year ended June 30, 2010.

Management assumes full responsibility for the completeness and reliability of the information contained
in this report, based upon a comprehensive framework of internal controls that it has established for this
purpose. Because the cost of internal control should not exceed anticipated benefits, the objective is to
provide reasonable, rather than absolute, assurance that the financial statements are free of any material
misstatements.

Talbot, Korvola & Warwick LLP, Certified Public Accountants, have issued an unqualified ("clean") opinion
on the City's financial statements for the fiscal year ended June 30, 2010. The independent auditor's report
is located at the front of the financial section of this report.

Management's Discussion and Analysis (MD&A) immediately follows the independent auditor's report and
provides a narrative introduction, overview, and analysis of the basic financial statements. MD&A
complements this letter of transmittal and should be read in conjunction with it.

Profile of the Government

The City of Lake Oswego (the City), incorporated in 1910, is located in northwest Oregon, along the
Willamette River surrounding Oswego Lake. The City currently occupies about 11 square miles and serves a
population of 36.155. It is the largest city in Clackamas County and about eight miles south of downtown
Portland. Access to downtown Portland is from Highway 43, which paralleisthe Willamette River. Interstate
5 is the quickest route for commuters on the west end of the City to get to downtown Portland.

The City Charter establishes the City under a council-manager form of government, which vests policy
authority in a volunteer city council (the Council), and administrative authority for day-to-day operations in
a professional city manager. The Council consists of a mayor and six councilors elected on a non-partisan
basis for a term of four years. They appoint the city manager, who in turn appoints the heads of the various
departments.

Jack Hoffman, Mayor. Roger Hennagin, Councilor • Donna Jordan, Councilor
Sally Moncrieff, Councilor. Mary 01501'1, Councilor • Bill Tierney, Councilor • Dan Vizzini, Councilor



To the Mayor, City Council and Citizens of the City of Lake Oswego
November 29, 2010

The City provides a full range of municipal services to the community. These services include 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. The City has one component unlt governmental entity, the Lake
Oswego Redevelopment Agency (the Agency), the urban renewal agency of the City of Lake Oswego.
The financial statements of this agency are included in this report as a blended component unit.

The Council Is required to adopt a final budget by no later than June 30'" of the fiscal year. This
bUdget serves as the foundation for the City's financial planning and control. The budget is allocated
by fund, function, and department (e.g.• engineering - engineering management). Transfers of
budget amounts between appropriation levels are approved by Council.

Local economy

The City's economy is linked with that of the entire Portland Metropolitan area, but is more
Insulated from economic downturns because of the high education and skill level of its population.
Per capita income is one of the highest of any city in the state of Oregon.

Lake Oswego is primarily a residential community with a low ratio of heavy industry and retail-based
commercial activity, although there is a significant office corridor along Kruse Way on the west side,
and a major ongoing redevelopment effort at the east end of the City. The largest non­
manufacturing employers are the Lake Oswego School District and the City of lake Oswego. The
largest manufacturing employers include makers of plastic extruded sheets and hybrid microcircuits.

Additional commercial development along Kruse Way, near Interstate 5, includes more than a dozen
class Aoffice buildings, the Centerpointe Corporate Office Park, and four hotels.

Long-term financial planning

Included in the review of the City's strategic financial plan, reserve amounts of each fund fall within
the policy guidelines which are set by the Council and reViewed by the Citizens Budget Committee
during the budget process. Reserve policy guidelines are measured as a percentage of annual
operating expenses and generally range between 5 and 30 percent depending on the fund.

Along with the adoption of the 2009-10 budget, certain utility rate fee increases were approved.
Effective July 1, 2009, a 15.5 percent rate increase for water, a 3 percent rate increase for surface
water management fees, and a 30 percent rate increase for sewer fees were approved.

The City had $21,020,000 outstanding in three general obligation bond issues, $60,000,000
outstanding in one full faith and credit obligation, $11.540,000 outstanding in three revenue bond
issues, and $14,345,000 outstanding in two urban renewal bond issues, for a total of $106,905,000
in bond issues outstanding as of June 30, 2010. Additionally $20 million is outstanding against a
bank line of credit used to acquire the 14-acre property site on Kruse Way.

----~~-'--

To the Mayor, City Council and Citizens of the City of Lake Oswego
November 29, 2010

City's Credit Ratings

In 2006, Moody's Investors Service and Standard & Poor's Rating Servi<;e raised their ratings on the
City to triple A, commenting on the City's favorable socioeconomic indicators and well managed
financial operations. tn October 2007, Moody's Investor Service raised its rating on the City's Water
Fund debt from Ail3 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
ratings on the City to triple A for the full faith and credit obligations issued to fund the Lake Oswego
Interceptor Sewer project.

Major initiatives

The City has continued to establish and work toward clearly defined goals and objectives. During the
budget review process, goals and objectives are developed and prioritized by the City Council and
staff. The process is a continuing cycle of setting goals and obJectives, reviewing short- and long­
term goals, evaluating results, and reassessing the goals and their priority.

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 2009·10 fiscal year included
these major policy areas: continuing an economic development strategy including redevelopment
of the downtown area, sustainability, monitoring growth in the Stafford area, planning for
neighborhood and community livability, approve a water treatment plant process for the Lake
Oswego·Tigard water partnership, maintaining and improving city facilities, updating infrastructure,
enhance public engagement in civic activities, senior needs, and protect the City's environmental
assets.

Awards

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, 2009. 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.



To the Mayor, City CouncH and Citizens of the City of Lake Oswego
November 29, 2010

Acknowledgements

The preparation of this report would not have been possible without the efficient and dedicated
service of the entire staff of the Finance Department, We wish to e~press our appreciation to all
members of the department who assisted and contributed to the preparar'IOr'l 01 this report. Credit
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maintaining the highest standards of professionalism in the management of the City's finances.
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.:::tJ INDEPENDENT AUDITOR'S REPORT
.,;

The City Council
City of Lake Oswego, Oregon
Lake Oswego, Oregon

November 29, 2010

''''''l~waxn

~
~
Wl1 We have audited the accompanying financial statements of the governmental

~lIOOiW !lJ:f0:1 activities, the business-type activities, each major fund, and the aggregate remaining
PuIlar>1~~l'l1l fund information of the City of Lake Oswego, Oregon (the City), as of and for the year

ended June 30, 2010, which collectively comprise the City's basic financial statements
::~~: as listed in the Table of Contents. These financial statements are the responsibiflty of

the City'S management. Our responsibility is to express opinions on these financial
statements based on our audit.

This page intentionally left blank

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.

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, 2010, 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 Un·lted Stales of America.

In accordance with Government AUditing Standards, we have also issued our report
dated November 29, 2010, 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 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.

13
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INDEPENDENT AUDITOR'S REPORT (Continued)

The City Council
City of lake Oswego
November 29, 2010

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

The Required Supplementary Information (budgetary comparison information for the General
Fund and Notes to Required Supplementary Information), as listed in the Table of Contents, is
not a required part of the basic financial statements but is supplementary information required
by accounting principles generally accepted in the United Slates of America. This budgetary
comparison information for the General Fund and Notes to Required Supplementary Information
has been SUbjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, (s fainy 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 Combining and Individual Fund
Financial Statements and Other Financial Schedules, listed in the Table of Contents as
Supplementary Information, are presented for purposes of additional analysis and are not a
required part of the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is
fairly stated, in all material respects, in relation to the basic financial statements taken as a
whole.

The accompanying introductory and statistical sections, as listed in the Table of Contents, are
presented for purposes of additional analysis and are not a required part of the basic financial
statements. This information has nat been subjected to the auditing procedures applied in the
audit of the basic financial statement and, accordingly, we express no opinion on them.

TALBOT, KORVOLA & WARWICK, LLP
Certified Public Accountants

By '''=~ ;:J;Robert G. Mood}:::: Pa er
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MANAGEMENT'S DISCUSSION AND ANALYSIS

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
variances from the budget, specific issues related to funds, and the economic factors affecting the City.

Management's Discussion and Analysis focuses an current year activities and resulting changes. Please
read it In conjunction with the transmittal letter at the front of this report and the City's financial
statements, which follow this discussion and analysis.

FINANCIAL HIGHLIGHTS

The assets of the City eKceeded its liabitities at the close of the most recent fiscal year by $206
million (net assets). Of this amount, $22 million (unrestricted net assets) may be used to meet the
City's ongoing obligations to citizens and creditors,
The City's net assets/ncreosed $8.1 million over the course of this year's operations. Net assets of
our business-type activities increased by $3.5 million or four percent and net assets of our
governmental activities Increased by $4.6 million or four percent.
During the fiscal year, the City Incurred net eKpenses from governmental activities totaling $31.6
million. These net expenses were $4.6 million less than the $36.2 million generated in tax and other
revenues for governmental programs.
In the City's business-type activities, operating revenues increased by $2.4 million to $17.3 million,
while operating expenses also increased from the prior year.
The net direct cost of all the City's programs was $28.3 million with no new programs added this
year.
The General Fund reports a fund balance as of the end of this fiscal year of $22.4 million, which is an
increase·from the previous fiscal year-end balance of $2.4 million. This increase includes additional
funds received for the Library after the formation of the Clackamas County Library District, savings in
professional and technical costs, and lower debt service costs due to lower interest rates,

OVERVIEW OF THE FINANCIAL STATEMENTS

In addition to this discussion and analysis, the financial section of this annual report contains the basic
financial statements, required supplementary information, and the combining statements and schedules
of the nonmaJor funds. The basic financial statements also include notes that explain the information in
the financial statements and provide more details. The statements are followed by the section, required
supplementary information, provides budgetary comparison information for the City's General Fund.
Chart 1 on the following page, illustrates how the various sections of this annual report are arranged
relative to one another.

15



Chart 1
Required Elements of the

Comprehensive Annual FInancial Report

I MANAGEMENT'S DISCUSSION AND ANALYSIS I
I

I FINANCIAL STATEMENTS I

I I
Government-wide (full accrual) Fund

Governmental Activities Governmental (modified accrual)
Business-type Activities Proprietary (full accrual)

Statement of Net Assets as of June 30, 2010

Net assets may serve over time as a useful indicator of a government's financial position. In the case of
the City, assets exceeded liabilities by$206 million at the dose of the most recent fiscal year.

By far the largest portion of the City's net assets (81 percent) reflects its investment in capital assets
(e.g., land, buildings, machinery, and equipment), less any related debt used to acquire those assets that
are still outstanding. The City uses these capital assets to provide services to citizens; consequently,
these assets are not available for future spending. Although the City's investment in its capital assets is
reported net of related debt, it should be noted that the resources needed to repay this debt must be
provided from other sources, since the capital assets themselves cannot be used to liquidate these
liabilities.

Table 1
Net Assets as of Fiscal Year-end

(in millions)

Notes to the Basic Financial Statements

Governmental

Activities

Business-type

Activities Total

REQUIRED SUPPLEMENTARY INFORMATION
(other than MD&A)

Government-wide Statements

The government-wide statements report information about the City as a whole using accounting
methods similar to those used by private~sector companies. The statement of net assets includes all of
the government's assets and liabilities. All of the current year's revenues and expenses are accounted
for in the statement of activities regardless of when cash is received or paid.

The two government-wide statements report the City's net assets and how they have changed. Net
assets-the difference between assets and liabilities-is one way to measure the City's financial health
or position.

Current and other asset50

Caoitar assets

Total assets

Current liabilities

Long·term liabilities

Total liabilities

Net assets

Invested in caoital assets,

net of related debt

RestrIcted

Unrestricted

Total

~~~ FY08·09 ~~

S 38.8 $ 37.1 $ 34.7 $ 80.8 13.5 117.9

~~~~~~

~~ 113.0 179.3 ~~.., •., 5.' 19.0 13.2 27.0

~~ -----.2!L~~~
~~--!22...~~~

87.7 84.4 79.6 77.2 167.3 161.6

16.4 13.S 16.4 13.5

~ -------!l:.L __'_'_.'____,_.,____'_'_.'_~
....u.:.u.~~~~~

Over time, increases or decreases in the City's net assets are one indicator of whether its financial
health is improving or deteriorating, respectively.
To assess the overall health of the City you need to consider additional nonfinancial factors, such as
changes in the City's property tax base and the condition of the City's roads.

The government-wide financial statements of the City are divided into two categories:

Governmental activities-Most of the City's basic servkes are included here, such as police, fire,
community development, parks, and general administration. Property taxes and state and federal
grants finance most of these activities.
Business-type activities-The City charges fees to customers to help it cover the costs of certain
services it provides. The City's water, sanitary sewer, and surface water management systems are
included here.

"

An additional portion of the City's net assets ($16,4 million or 8 percent) represents resources that are
subject to external restrictions on how they may be used. The remaining balance of unrestricted net
ossers ($22.1 million) may be used to meet the City's ongoing obligations to citizens and creditors.

As of June 30, 2010, the City had positive balances in all three categories of net assets, both for the City
as a whole, as well as for its separate governmental and business-type activities. The same situation held
true as of the end of the prior fiscal year.

Total net assets increased by $8.1 million during the current fiscal year. This increase represents the
degree to which increases in ongoing revenues have exceeded similar increases in ongoing expenses, as
well as an increase in sewer utility fees needed for funding of the ongoing Lake Oswego Interceptor
Sewer project.

"



Statement of Activities for the fiscal year ended June 30, 2010 Governmental Activities

As with the statement of net assets, the City reports activities on a consolidated basis. Asummary of the
statement of activities is in Table 2 below.

91 ,., 9.1 ,..
18.4 18.2 18.4 18.2
10.2 10.3 10.2 10.3

'.6 ..,
'.6 ,.,

,.. ,., ,., ..,
1.6 '.1 1.6 '.1

Table 2
Changes In Net Assets

(in millions)

Other'evelUJf 1"

HOlel & mOlel lII"
~

In'~e<t~.rrmpI"

PropertY tun. dell'
leMcel'

~f;ii:

Qpef.t!llIG'."'.

'"

~
<~~~Ja~:

/~
J/

Revenues by Source· Governmental Activities

ProPtrW ..• ... I .....,.1
,~

"'I~i~~~~I~~~jl~~~~~~~~~~~~~~~~~
,,, 0"- o._..._~
,..
'"
'"'"""""'"

Expenses lind Program Revenues (In mllllonsl- Governmental Actlvltles

Governmental activities increased the City's net assets by $4.6 million, amounting to 57 percent of the
total growth in the net assets of the City. Key elements of this increase are illustrated in Table 2 above.
Total revenues remained stable and expenses were reduced in part due to a reduction in interest rates
paid on the line-of-credit lor the West End property purchased in fiscal year 2007. The reduction in fee
revenue received due to less building activity was offset by increases in property tax revenue. Blended
into the governmental activities is the City's component unit, Lake Oswego Redevelopment Agency (the
Agency), the urban renewal agency of the City. This Agency's tax collections account for $3.2 million, or
10 percent, of the property taxes collected by the City. Property tax collections are restricted to
repayment of urban renewal debt which finances various prOjects wltl1in the urban renewal district.

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,
capital contributions, and interest earnings. Property taxes continue to be the major source of revenue
for the City's governmental activities.

Total

24.2 $ 23.S
6.S 7.0

~~

32.0 30.7
3.3 3.2__,_., ,_,_

----!LL~

5.9 5.5
5.6 6.1
2.0 1.9
0.8 0.9

--'-'- ---'_.'-
~~__,_,_ ---'_.'-

Business-type
Activities

17.2 $ 14.9
O.B 1.8

~~

5.9 S.5
5.6 6,1
2.0 1.9
0.8 0.9

---'-'- ---'_.'­
~~

---'_.'- ---'-'-_______'_.1_ _ _
....L...ll......L.....11.. ..l-..!ol. __'_.'_

---'_.'- ---'_.'-
----.!!d... -!L.L

7.0 $ 8.6
5.7 S.2

Governmental
Activities

FV09-10 ~

----ii:L~___'_.6 '_5_
---"- --I.Q..dl.
~~

32.0 30.7
3.3 3.2

---'_.'- ---'_.'-
~--.1ll.

Revenues
Charges fer servi,es
Grantand ,ontributions

General revenues
Prepertytaxes
Fran,hise and hotel/motel taxes
Other

Total revenues

Expenses
Governmental activities

General government

Publlc safety
Culture and re"eation
Community development
Highways and streets
Interest on long·term debt

Business-type a,tivities
Water
Wastewater
Surface water
Goll course
Tennis fa,i1ity

Total expenses
Excess beloretransfers

Transfers
Increase In net assets

Gene,.l
IOI/emmenl

Publlc ..lely Cultu,~.1'Id

.0000UI~

Community
d.....lopm..nt

Hi&!lWav> .1'Id 'nlff"" on lonl-
m ....1S 1..,rnd..b1

18 19



Business-type Activities

The Water Fund revenues represent approximately 36 percent of all utility revenues for the City. 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 2007-08 to help finance capital
improvements_ The lake Oswego-Tigard Water Partnership was formed in 2009 to manage the
expansion and upgrade of the City's water supply system. The City of lake Oswego increased the water
utility fees to help pay their portion of the cost of this expansion.

The Wastewater Fund revenues represent approximately 52 percent of all utility revenues for the City.
Most of lake Oswego is serviced by a wastewater system that feeds into a main pipeline located under
the surface of Oswego lake transporting sewage to the Tryon Creek wastewater treatment facility. In
June 2009, $60 million in full-faith and credit obligations were sold for the first phases of the lake
Oswego interceptor Sewer project, which is to upgrade and replace the main sewer line.

The Surface Water Fund revenues represent approximately 12 percent of all utility revenues for the City.
These revenues go for the operations of the City's surface water management system. In April 2005,
$3 million in surface water revenue bonds were sold to make infrastructure improvements.

Activities of the municipal golf course and tennis facility, approximately 6 percent of the total business­
type revenues, are also included with business-type activities in the government-wide financial
statements. These two activities represent a small fraction of the City's business-type activities.

General Fund Budgetary Hlghlight5

During the fiscal year, there was a $700,000 increase in the General Fund's budgeted appropriations
between the original and final bUdget. This increase reflected a grant received for energy savings
projects, completion of the restoration of the historic iron furnace, and a $150,000 restitution pass­
through payment.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

As of the end of fiscal year 2009-10, the City had a net depreciated cost of $277.4 million invested in a
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 $39.8 million or 17
percent over the previous fiscal year (Table 4).

Table 3
Capital Assets as of Fiscal Year-end

(net of depreciation, in miliions)

Revenues by Source - Business-type Activities Governmental
Activities

Business-type
ActivIties Total

C~"le' 10' ServO:e.,,.

In!e,e>! .a,niniS !Ii
otherl"

Capi'al conl1;~lio",..

land
Buildings and improvements
Mach'lnery and equipment
Infrastructure
Construction in progress

Net capital asselS

~
53.9
32.4

"48.3

__'_.9_
~

~
53.2
32.0

30
48.3

--'-'-
~

...£Y.Q2.:1..Q.

"70,8

3.3

~

~

~
3.8

72.4

3.5

~

~

..llQ2:!Q....
$ 58.1

103.2
5.9

48.3

~

~

~
S 57.0

104.4

'.5
48.3

21.4

~

Expenses and PrOCram Revenues lin millions) - BUSIness-type Activities

510 .1.,..,.....,"1'"..,,-........

" I I

The following table reconciles the change in capital assets, for the fiscal year. Expenditures for
construction projects in progress at fiscal year-end are included in additions.. Reductions are for capital
asset dispositions and transfers of construction projects in progress that were completed during the
fiscal year. Additions include ca pital contributions from outside developers with the revenue from these
contributions reflected in capital grants and contributions on the statement of activities.

"I "'" I ;;;;:;I
"
"
"

.-:-G:::r- _llllZ:::l -=.....

Water Wastewaler Surface water

20

Golf COurse Termi. facility

"



Table 4
Change in CilpitaJ Assets

(in millions) Table 5

Outstanding Bonded Debt at Fiscal Year-end
(in millions)

Assets utilized in governmental activities remained at $139.1 million. Annual depreciation did not
exceed new additions. Non depreciable land and land improvements increased by one percent or $.70
million. Additions include completion of Millennium Plaza Park Improvements Phase 4 and the Historic
Furnace restoration along with improvements and smaller projects throughout the community. The Lake
oswego(Tigard Water Expansion and Lake Oswego Interceptor Sewer Projects accounted for 94 percent
of the increase in Business-type activities. The increilses related to Construction in progress. More
detailed information i1bout the City's capitill assets is presented in Note 3.e. in the notes to the basic
financial statements.

Governmental Business_type
AttlYitles AttlYities Total

.£!Q2:!£..~ ~ FY08-09 ~~
139.1 $ 140.2 $ 98.5 $ 86.8 $ 237.6 $ 227.0
10.5 " 44.6 15.2 55.1 19.4
IU} (0.2) (1.4) (O.l) (6.7) (0.3)

----!ill ---lill ---!.!& ----illl ~~
~~ ~~ ~~

June 30,

Requests for InformatIon

I
I
I

I

9.7
6<).0,.,
~

~

$ 23.4

~

~

$ 21.0

~
~

2010 2009--- ----

9.1

60.0

"--n:s
~

Governmental:
General obligation bonds
Urban renewal bonds

Sub·total

Business-type:
Water revenue bOrlds
Sanitary Sewer Full-Faith/Credit obligations
Surface water revenue bonds

Sub·total
Total

Economic Factors

The State of Oregon does not have a sales tax, making property taxes the major resource for most
governmental agencies in Oregon. Property taxes are Important to the City as they represent 65 percent
of the resources which can be used for governmental activities. The next largest resource, at 14 percent,
comes from fees and charges for services, and includes such items as permits, licenses, recreation
charges and system development charges. Property taxes for general operations increased slightly over
the last year.

The business-type activities are funded with utility fees and charges. Effective July 1, 2009, the City
increased water rateS by 15.5 percent, surface water rates by 3 percent, and increased wastewater rates
by 30 percent. These rate increases equate to an additional $8.97 per month per household.

Uncertainties about future economic changes and financial impacts are common in all cities. To deal
with the swings in the economy and to plan for future capital expansion, the Citv routinely Sets aside
portions of its fund balances for contingencies and emergency situations.

This City's financial statements are designed to provide our citizens, taxpayers, customers, investors,
and creditors with a general overview of the City's finances and to demonstrate the City's accountability
of the resources it receives and expends. If yOU have questions about this report, or need additional
financial information, contact the Finance Department, City of Lake Oswego P.O. Box 369 Lake Oswego,
Oregon 97034 or e-mail ueuler@cI.oswego.or.us.

Umltatlons on Debt

Bond Ratlnp

In AprU 2009. Moody'. upgr.ded the atv'. Wa.tew.ter
Fund debt r.tina; from Aa2 to Aaa.

The St,ne limiU the amOlInt of general oblig;1tion debt
that cities can ;,sue to 3percent of the real marlo;et value
of all taxable property within city limiU. The aty's
outstanding general obligation debt of $21 million i,
,lgnHicantiV below thi, 3 percent limit of $27S million.

During the fiscal year ended June 30, 2009, the
City Issued $60 million of wastewater lull faith
and credit bonds to provide new resources for
wastewater system improvements and to pay
off the $12 million of bond anticipation notes
issued in 2007. The bond anticipation notes
were paid in full in July 2009.

Debt Outstanding

As of the end of the fiscal year, the City had
$106.8 million in bonds outstanding-a decrease
of 4 percent from last year-as shown in Table 5.
More detailed information about the City's long­
term debt is presented in Note 3.E. In the notes
to the basic financial statements.

Beginning balance
Additions
Reductions
Depreciation

Ending balance

" 23
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Cm OF LAKE OSWEGO, OREGON

Balance Skeet
Governmental Funds
as afJune 30, 2010

CITY OF LAKE OSWEGO, OREGON

Statement of Revenues, Expenditures and Ckanges in Fund Balances
Governmental Funds
lor the fiscal year ended June 30, 2010

Olher Total
General Governmental Governmental

Fund Funds ~
Anets

Cash ~nd investments $ 9,074,051 , 1,351,261 $ 10,425,312
Propeny t..... r«eiv.ble 1,714,415 570,162 2,284,577
Accounts receiv.ble 552,849 539,593 1,092,442
Due from othe, funds 5,798,511 5,798,511
A"e"ment;;en, receivable 164,846 164,846
Notes receiv.ble 1,576,267 1,576,267
Inventorie, 24,195 24,195
Remicted cash and inve'tment. 2,455,684 16,270,050 18,725,734
Restricted beneficl.1 interest In trust 3,622,106 3,622,106

Total.ssets $ 24,793,883 , 18,920,107 5 43,713,990

li;lbIHtl•• and Fund 8.lanca.
lIabilitie,

Accounts payable , 632,879 $ 538,705 , 1,171,584
5.I.rie. and benefit' pay.ble 238,330 7,639 245,969
Refund.ble deposits 112,208 83,916 196,124
Deferred revenue 1,373,953 6S4,493 2,028,446
Due to other fund, 5,798,511 5,798,511

Total liabilities 2,357,370 7,083,264 9,440,634
Fund balances'

Rese"",d for:
Inventories 24,195 24,195
Libr.ry and Adult Community Center 3,622,106 3,622,106
Capital projects 5,856,093 5,856,093
Debt ,ervice 1,879,140 1.879,140
8uilding program, 2,455,684 2,455,684
Systems development charges 2,582,485 2,582,485

Unre,erved, reponed in
General Fund 16,35B,723 16,358,723
Speci.1 revenue funds 1,422,692 1,422,692
Capital projects funds 72,238 72,238

Total fund balances 22,436,513 11,836,843 34,273,356

Totalliabililies and fund balances $ 24,793,883 $ 18,920,107

The notes to the ba,k linandal statements are an integral part of this statement.

"

Other Total
General Governmental Governmental

~ Funds ~s

25,484,337 $ 6,479,482 $ 31,963,819

2.l26,633 500,000 2,626,633
4,087,668 1,583,590 5,671,258
2,042.439 2,622,310 4,664,749

1.129,228 1.129,228
3,280,961 3,280,961
4,014,897 2,713,335 6,728,232

49,560 49,560

~ 377,230 1,605,791

43,394,724 14,325,507 57,720,231

1,897,896 14,430,744
17,782,141

265,111 9,283,405

2,589,235 2,589,235

2,207,705 2,207,705

3,375,000 3,375,000

1.273,498 1.273.498
38,499

~ 4,804,485

15~ 55,784.712

(892,516) 1,935,519

1,767,572 1,802,572
(1,418,572) (1,850,572)

2,500

349,000 (45,5001

(543,516) 1,890,019

~ 32,383,337

11,836,843 $ 34,273,356

35,000
(432,000)

2,500

2,828,035

38,499

1,194,907

22,436,513

(394,500)

2,433,535

20,002,978

12,532,848
17,782,141

9,018,294

40,566,689

Revenues:
Property taxes

Franchise taxes

Intergovernmental
licenses and fees

Fines and forfeitures

Sales and services
Charges for services

Spedalassessment - principal

Miscellaneous

Total revenues

hlH!ndllure.:

Currenl:
General government
Public ",fety
Culture and 'ecreation

Community development
Highways and streets

Debt service:

Principal
Inlere,t

Intergovernmental expense

Capital outlay

Total expenditures

hcess (deficiency) of revenues
over (under) expenditures

Olher finaneing sourees (usesl:
Transfersin

Transle" out
Proceeds from sale of capital a"el,

Tolal other finandng sources (uses)

Net change in fund balances

Fund balances beginning

Fund balances - ending
2,186,375

152,946
559,505

(2,696,399)
(198,0741

11,736,7171

139,078,654

15~,S21,9Bl

~

Net.sset, reponed fo,governmentalactivitie, in the ,totement of net assets are different becau,e

Capital a,sets used In 80"ernmental actlvilie. a,e not financl.1 resource. and therefore are not
reponed in the lunds, net olaccumulatl!'d depreciation of 557,744,395.

Other long-term assets are not .vailable to pay for current-period expenditure.
arid toerelore are deferred in the funds,

Propenv ta•• s, earned but unavailable
A"•••ment lien" e.rned but un.vallable
Bond i,suance costs, net of amorti,ation

Accrued liabilities toatare not due .nd payable in the current period and
therefo,e are not reported in the fundS

Acc,ued cOm pen ,a ted absence,
Accrued interest pav.ble
Accrued other post employment pen.ion oblig.tlon

long-term liabilitie, are nol due and pavable In the current period and
therefore are not reponed in the funds

Nela""t, of governmental ~ctIvWe1

The nOles to the basic financial statements are an inte8ral part of this ,t.lemenl.

"
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CITY OF LAKE OSWEGO. OREGON

Notes to the Basic Financial Statements

June 30,2010

1. The reponing entity and summary of significant atcounting policies

The financial statements of the City of Lake Oswego, Oregon (the City) have been prepared in accordance
with accounting principles generally accepted in the United States of America (GAAP). GAAP statements
require the application of all relevant Governmental Accounting Standards Board (GASB) pronouncements.
The financial statements have incorporated all applicable GASB pronouncements as well as, for the
proprietary funds, the Financial Accounting Standards Board (FASB) statements and interpretations,
Accounting Principles Board Opinions and Accounting Research Bulletins of the Committee on Accounting
Procedure issued on or before November 30, 1989, unless those pronouncements conflict with or
contradict GASB pronouncements. No FASB guidance issued after November 30, 1989 has been applied.

A. Reponing entity

The City is a municipal corporation governed by the City Council which is composed of the elected mayor
and six council members, who collectively comprise the legislative branch of the City government. The City
operates under a Home Rule Charter originally granted by the State of Oregon in 1909. A City Manager,
appointed by the City Council, administers City operations.

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

The accompanying financial statements present the City (primary government) and its component unit
(the City's urban renewal agency), an entity for which the City is considered to be financially responsible.

Blended component unit. In accordance with GASB Statement No. 14, The Financial Reporting Entity, the
activities of the lake Oswego Redevelopment Agency (the Agency) are included in the City's financial
statements as a blended component unit. The Agency is a legally separate entity, which is governed by a
board comprised of the City Council, as stipulated in the bylaws. The Council has the ability to impose its
will on the Agency as determined on the basis of budget adoption, taxjng authority, and funding. The
purpose of the Agency is to undertake urban renewal projects and activities pursuant to the City's east end
redevelopment plan. The financial results of the Agency are reported herein as a debt service fund and a
capital projects fund. The Agency also prepares a separate component unit financial report which may be
obtained from the Agency's administrative offices at 380 ~A~ Avenue, Lake Oswego, Oregon 97034.

B. Government-wide and fund f1nandal statements

Basic financial statements are presented at both the government-wide and fund financial level. Both levels
of statements categorize primary activities as either governmental or business·type. Governmental
activities, which are normally supported by taxes and intergovernmental revenues, are reported separately
from business-type activities, which rely to a significant extent on fees and charges for support.

"
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CITY OF LAKE OSWEGO, OREGON

Notes to the Basic Financial Statements

June 30, 2010

1. The reporting entity and summary of significant accounting policies, continued

C. Measurement focus, basis of accounting and financial statement presentation, continued

The City reports the following governmental funds:

Major Governmental Funds:

General Fund
This is the City's primary operating fund. It acwunts for the financial operations of the City, which
are not accounted for in any other fund. Principal sources of revenue are property taxes, charges for
services from other funds, intergovernmental revenues, licenses and fees, and other miscellaneous
revenues. Primary expenditures are for general administration.

Nonmajor Governmental Funds:

Special RevenlJe Funds

These funds account for revenues derived from specific taxes or other earmarked 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 functions or activities.

Debt Service FlJnds

These funds are used to account for payment of principal and interest on general obligation and tax
increment bonded debt. Resources are from property taxes and interest.

Capitol Project Funds
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
renewal bonds, assessment cOllections and investment interest on fund balances.

The City reports three of its five proprietary funds as major funds. All five of these proprietary funds are
classified as enterprise funds that are used to account for the acquisition, operation, and maintenance of
activities that are similar to private businesses. These funds are entirely or predominantly self-supported
through user charges to customers, and are categorized as follows:

Major Proprietary Funds:

Water Fund
Accounts for the activities of the City's water distribution system. Revenue is derived primarily from
water service charges. The Water Fund consists of the following two budgetary funds: Water Fund
and Lake Oswego-Tigard Water Partnership Fund.

Wastewater Fund
Accounts for the activities of the City's wastewater collection and treatment system. Revenue is
derived primarily from sewer service charges.

CITY OF LAKE OSWEGO, OREGON

Notes to the Basic Financial Statements

June 30, 2010

1. The reporting entitY and summary of significant accounting policies, continued

C. Measurement focus, basis of accounting and financial statement presentation, continued

Surface Water Fund
Accounts for the activities of the City's surface water management system which was developed to
address water quality and flooding problems. Revenue is derived primarily from surface water
management charges.

Nonmajor Proprietary Funds:

Golf CalJrs£! Fund

Accounts for the operation of the City's golf course. Revenue is derived primarily from user fees.

Tennis Focility Fund

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

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
connection with a proprietary fund's principal ongoing operations. Included within the principal operal"lng
revenues of the City's water, sanitary sewer, and surface water funds are also fees that recover the cost of
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
revenues and expenses not meeting this definition are reported as nonoperating revenues and expenses.

D. Assets, liabilities, and net assets or equity

1. Deposits and Investments

Cash and cash equivalents include cash on hand, short-term investments, and cash deposits that are held
in an investment pool that has the general characteristic of a demand deposit account. The City maintains
cash and investment balances in a common pooled account. Investment income is allocated monthly
based on each fund's average cash balance.

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 balance sheet and recognize the corresponding
change in the fair value of investments in the year in which the change occurred. The City uses quoted
market prices to determine fair value of investments. Realized gains and losses as well as the change in fair
value of investments are recorded as components of investment income.

« 4S
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CITY OF LAKE OSWEGO, OREGON

Notes to the Basic Financial Statements

June 30, 2010

1. The reporting entity ilnd summary of significant accounting policies, continued

D. Assets, liabilities, and net assets or equity, continued

CITY OF LAKE OSWEGO, OREGON

Notes to the Basic Financial Statements

June 30, 2010

1. The reporting entity and summary of significant accounting policies, continued

D. Assets,lIabilities, and net assets or equity, continued

l,
!

Exhaustible assets of the City, as well as the lake Oswego Redevelopment Agency, are depreciated using
the straighlline method over the following estimated useful lives:

7. Copifal assets, continued

Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest
incurred during the construction phase of capital assets of business-type activities is included as part of the
capitalized value of the assets constructed.

As.ets

Buildings and improvements

Infrastructure
Vehicles
Machinery and equipment
Water systems
Sewer systems

~
2Cl-SO

30
5-15

5-10
SO

40

10. tong-term obligations, continued

financing uses. Issuance costs, whether or not withheld from the actual debt proceeds received. are
reported as debt service expenditures.

11. Fund equity

In the fund financial statements, governmental funds report reserved fund balances for amounts that are
not available for appropriation because they are legally segregated for a specific purpose. These legal
segregations include bond covenants reserving debt service payments and use limitations, as well as
building and systems development charges fund balances legally restricted by applicable state statutes.

In the government-wide statement of net-assets, fund equity is referred to as net assets and is segregated
into the following three components: 1) amount invested in capital assets, net of related debt, 2) legally
restricted by outside parties for a specific purpose, and 3) unrestricted.

12. Use af estimates

Capital assets include contribution of capital assets fram outside developers. Revenue from these capital
contributions is reflected in capital grants and contributions on the statement of activities.

8. Compensated absences

It is the City's policy to permit employees to accumulate earned but unused vacation and sick pay benefits.
There is no liability for unpaid accumulated sick leave, since the City does not have a policy to pay any
amounts when employees separate from service with the City. All vacation pay is accrued when Incuffed
in the government-wide and proprietary fund financial statements. The City has chosen to report them
as a CUffent liability because they can be liquidated at any time.

9. Other Postemployment Benefits Obl/gatlans

The City's net OPEB obligation is recognized as a long.term liability in the government-wide financial
statements and in the proprietary fund statements, the amount of which is actuarially determined.

10, tong-term obligations

In the government·wide financial statements, and in the proprietary fund financial statements, long-term
obligations are reported as liabilities in the applicable governmental activities, business-type activities, or
proprietary fund type statement of net assets. When significant, bond premiums, discounts, amounts
deferred on refundings, and issuance costs are deferred and amortized over the applicable bond term.

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
premium is reported as other financing sources, while discounts on debt issuances are reported as other

"

The preparation of the financial statements, In conformity with accountlng principles generally accepted in
the United Stales of America, requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of
the financial statements, and the reported amounts of revenues and expenses during the reporting period.
Actual amounts could differ from those estimates.

2. Stewardship, compliance, and accountabliity

Municipal budgets are adopted on a basis consistent with Oregon Revised Statutes (DRS 294 - local
Budget law). The process under which the budget is adopted is described in the following paragraphs.

The City Manager is responsible for submitting a proposed budget to the Budget Committee, which is
comprised of the City Council and an equal number of citizens of the City. In lake Oswego, the bUdget is
presented in the spring to the Budget Committee for the subsequent budget period. The City is required to
prepare a balanced budget for all funds, subjeClto the bUdget requirements of state law, in accordance
with Oregon Revised Statutes. Each fund is budgeted on the modified accrual basis of accounting.

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
current-year estimates is also included in the budget document.

The Budget Committee conducts public hearings for the purpose of obtaining citizens' comments, and then
approves a budget and submits it to the City COuncil for final adoption. The approved expenditures for
each fund may not be increased by more than 10 percent by Council without returning 10 the Budget

"



ClTY OF LAKE OSWEGO, OREGON

Notes to the Basic Financial Statements

June 30,2010

2, Stewardship, compliance, and i1tCountabillty, continued

Committee for a second approval. After the Council adopts the budget and certifies the total of ad
valorem taxes to be levied, no additJonal tax levy may be made for that budget period.

CITY OF LAKE OSWEGO, OREGON

Notes to the Basic Financial Statements

June 30, 2010

3. Detailed notes on aU accounts, continued

A. Deposits and investments, continued

As of June 30, 2010, the City had the following investments:

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 exceed
appropriations. In the general fund, community development fund, and public safety fund, the levels of
budgetary control established by resolution are set at the department level. For all other funds, the levels
of budgetary control established by resolution are personal services, materials and services, debt service,
capital outlay, transfers and operating contingency. Appropriations lapse as of the end of the fiscal year for
goods or services not yet received.

Investment type
Bayerisclle Landesbank

Government National Mortgage AsSOciatIon
State of Oregon Local Government Investment Pool
Certificates of Deposit (CD)

Fair value

26.4S0,302
26,918,492

l.2oo.oo0
54,568.794

Weigllted average
maturity (months)

0.50

11.00

The City Council may change the budget throughout the year by transferring appropriations between
levels of control and by adopting supplemental budgets. Unexpected additional resources may be added to
the budget through the use of a supplemental budget. Some supplemental budgets require hearings
before the public, publications in newspapers and approval by the City Council. Original and supplemental
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 2009·10 fiscal year, the City Council approved
three supplemental budget resolutions, recognizing additional resources carried over from the prior period
and appropriating additional unanticipated monies received after the bUdget was adopted.

3. Detailed notes on all accounts

A. Deposits and investments

Deposits. Deposits with financial institutions are comprised of two general demand·deposit accounts and
a payroll zero·balance account. The combined bank balance in these accounts at June 30, 2010 is
$5,647,858. Of these deposits, $250,000 is covered by federal depository insurance. As required by
Oregon Revised Statutes, deposits in excess of federal depository insurance were held at a qualified
depository for public funds. AU qualified depositories for public funds are included in the multiple financial
Institution collateral pool that is maintained by and In the name of the Office of the State Treasurer.

Investments. 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 (LGIP). The City's lGIP
investments are reported at fair value, which is 99 percent of pool shares. at June 3D, 2010.

so

Interest rate risk. In accordance with its investment polley, the City manages its exposure to declines in fair
value by limiting the individual maturities in its investment portfolio to eighteen months or less.

CredIt risk. State law limits investments in commercial paper and corporate bonds to tile top two ratings
issued by nationally recognized statistical rating organizations (NRSROs). It is the City's policy to limit its
investments in these investment types to the top two rating issued by NRSROs. The State of Oregon Local
Government Investment Pool (LGIP) is not rated by NRSROs. As of June 30, 2010, the City's investment in
US Government Agency Securities Government National Mortgage Association was backed by the full faith
and credit of the Federal Government.

Concentration of credit risk. The City's investment polky, as it relates to investing outside of the LGIP,
does not allow for an investment in any single corporate entity and its affiliates or subsidiaries that is in
excess of five percent of tile City's total investments (DRS 294.035).

Custodial credit risk - investments. For an investment, this is tile risk that, in the event of the failure of
the counterparty, the City will not be able to recover the value of its investments or collateral securities
that are in the possession of an outside party.

The City participates In the State of Oregon Local Government investment Pool (LGIP), an open·ended, no·
load diversified portfolio created under ORS 294.805 to 294.895 that is not registered with the U.S.
Securities and Exchange Commission as an investment company. The State Treasurer administers the LGIP
with the oversight of the Oregon Investment Council and with the advice of the Oregon Short Term Fund
Board. These funds must be invested and managed, as a prudent investor would, exercising reasonable
care, skill and caution. Investments in the fund are further governed by portfolio guidelines issued by the
Oregon Short·Term Fund Board, which establish diversification percentages and specify the types and
maturities of investments. The Oregon Audits Division of the Secretary of State's Office audits the lGIP
annually.
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CITY OF LAKE OSWEGO, OREGON

Notes to the Bask Financial Statements

June 30, 2010

3. Detailed notes on all accounts, continued

E. Long-term debt

The City issues a variety of debt types for the purpose of carrying out its capital financing activities. The
various types of debt are discussed below. Outstanding debt amounts are as of June 30, 2010.

General obUgation bonds. General obligation bonds are direct obligations and pledge the fUll faith and
credit of the City. The City issues general obligation bonds to finance the purchase of major capital items
and the acquisition Of construction of major capital facilities. The original amount of the outstanding
general obligation bonds issued in prior years totals $33,305,000.

AnrlUal debt service requirements to maturity for general obligation bonds, which have stated interest
rates that range from 2-5.25%, are as follows:

Fiscal year Governmental activities
ending Jlme 30, prIncipal Interest ToUI

2011 , 2,440,000 , 898,190 , 3.338,190
2012 2,555,000 804,922 3,359,922
2013 2,665,000 702,369 3,367,369
2014 2,115,000 583,050 2,698,050
2015 1,885,000 495,965 2,380,965

2016·20 7,995,000 1,315,046 9,310,046
2021·22 1.365,000 98,719 1,463,719

21,020,000 S 4,898,261 S 25,918,261

Line of Credit. On July 6,2006, a bank line-at-credit in the total amount of $25 million was secured. This
funding source continues to finance the West End Building property. The originalline·of·credit balance
was due and payable July 6, 2009, but was refinanced in fiscal year 2010 and was reduced to $21 million,
The variable interest rate at June 30, 2010 was 1.75%. The rate is recalculated quarterly and adjusted to
UBOR plus 1.35 %. This will be due and payable on July 6, 2011. •

Revenue bonds, The City also issues revenue bonds and pledges income derived from Ihe acquired or
constructed assets to pay debt service. Ouring fiscal year 2004-05, the City issued surlace water revenue
bonds for improvements to the City's surlace water management system in the amount of $3,000,000
having a final maturity in May 2024, During fiscal year 1999-00, the City issued water revenue bonds
relating to various infrastructure improvements to the City's water system in the amount of $7,185,000,
$4,505,000 of which were refunded in fiscal year 2007-08 with proceeds from a 2007 revenue bond issue.
The 2007 revenue bonds are being repaid by enterprise fund revenues. For the fiscal year ended June 30,
2010, the City was in compliance with the covenants associated with these bonds.

56

CITY OF LAKE OSWEGO, OREGON

Notes to the Basic Financial5tatements

June 30, 2010

3. Detailed notes on all accounts, continued

E. Long·term debt, continued

Annual debt service requirements to maturity for the revenue bonds, which have stated interest rates that
range from 3% - 5%, are as follows:

Fiscal yea, Busln"os-type attlvlti".
"ndlng Jun.. 10, Principal Inle''''1 Total

2011 , 725,000 , 467,761 , 1,192,761
2012 750,000 438,924 1,1&8,924
2013 785.000 408,561 1.193,561
2014 815,000 376,561 1,191,561
2015 850,000 343,261 1,193,261

2016-20 4.260.000 1.150.230 5,410,230
2021-25 2,320.000 462.905 2,782.905
2026·28 ~ 69,235 1.104.235

11,540,000 , 3,717,438 $ 15,257,438

Full Faith and Credit obligations. In June 2009 the City issued $60 million in Full Faith and credit
obligations for the lake fult phase of the Lake Oswego Interceptor Sewer project.

Annual debt service requirements to maturity for the Full Faith and Credit obligations, which have stated
interest rates that range from 3-5%, are as follows:

fisc.ooly".. He actlvitl...

""ding Jurw 10, Pri"",ifJ:Il IrIt"r"st ~
2011 , , 2,4&8,469 , 2,488,469
2012 2,4&8,469 2,488,469
2013 1,690,000 2,463,119 4,153,119
2014 1,740,000 2.411,669 4,151.669
2015 1,795,000 2,358.644 4,153,644

201&-20 9.825,000 10,899.819 20.724,819
2021·25 ll,8s.D,1XlO 8,783.119 20,6H,119
202&-30 14,775,000 5,804,272 20,579,272
2031·35 ~ 2.143.250 20,468,250

60,000,000 , 39.840.830 , 99.840,830

"



CITY OF LAKE OSWEGO, OREGON

Notes to the Basic Financial Statements

June 30, 2010

3. Detailed notes on all accounts, continued

E. long-term debt, continued

Urban renewal bonds, The Lake Oswego Redevelopment Agency (LORA) - a blended component unit of
the City - issues urban renewal and redevelopment bonds to finance capital projects to stimulate job
creation and llrowth in the east end redevelopment area. LORA has urban renewal and redevelopment
bonds outstanding that are secured by the tax Increment revenues generated from the respective urban
renewal area. The original amount of the outstanding urban renewal and redevelopment bonds issued in
prior years total $9,665,000 tax·eKempt and $8,270,000 taxable. The variable interest rate for both bonds
at June 30, 2010 was 0.4%. The rate is adjusted weekly and set by the remark-eting agency.

Annual debt service requirements to maturity for the urban renewal bonds are as follows:

Fiscal year Govemmental activities
ending June 30, Principal Interest Total

2011 S 1,070,000 S 677,707 S 1,747,707
2012 1,230,000 620,537 l,8S0,537
2013 1,28S,000 56l.l10 1,84~,110

2014 1,345,000 501,939 1,846,939
2015 1,405,000 439,020 1,844,020

2016·20 8,010,000 1,148,414 9,158,414

14,34S,000 S 3,948,727 S 18,293,727

Sewer Bond Anticipation Notes. On September 4, 2007, the City Council authorized the issuance of $12
million in Bond Anticipation Notes representing the first funding phase of the City's lake interceptor
project. These notes were refunded by the second funding phase, issuance of the Full Faith and Credit
obligations, which occurred in June 2009, The Bond Anticipation notes were paid in full July 3, 2009.

sa

CITY OF LAKE OSWEGO, OREGON

Notes to the Basic Financia I Statements

June 30,2010

3, Detailed notes on all accounts, continued

E. Long·term debt. continued

Changes in long·term liabilities. Long-term debt information is presented separately with respect to
governmental and business-type activities. The following table shows the fiscal year changes in long-term
debt outstanding, along with the current portion for each bond issue. Also, for the governmental activities,
compensated absences are liquidated by each governmental fund that has payroll eKpendilures, which
includes the General Fund. Contingent claims are liquidated by the General Fund.

8q1M1"l Endl", Due within

~ AddItlons Reductions bollana ~
GO'H'I'TIIMnul K\lvltln,

G""er.1 obllptlon bond.

serie. 2001 O~en S~.ce & Field. S 4,1'>0.000 , S (295.0001 S 3.855.000 S 305,000

5erle, 2003 P.'k•• ~Ield' & P'lhw.y, 10,510,000 IH5.oool 9,595.000 945,000

Se,i... 2003·A G.O. Rofunding 2,450,000 ISIlO.lXlO) 1.870.000 600,000

s."jn 2006·/l G.O. Rofundln, 6,270.000 IS70.000) S.700.OOO S~,OOO

U'bon 'onew.1 boncIs
se,l.. 2QOS.A 9,665.000 9.665.000

Se,iO'< 2005·8 S.69S.OOO 11.01S.OOO) 4.680.000 1,070,000

Tot.1 bond. ~y.blo ).8.740.000 (3,175.0001 3S.36S.OOO 3,510.000

Uno of uodit 20.156,913 20,156,9B

Compen"locl .bsonce. 2.548,188 1,008.322 (1,860.111! 2.696.399 2,696,399

TOUI80~,nmOnlOl",IMlIes , 61,445,101 S 2,008.322 S (5,235.111) , 58.218.312 5 6,206,399

Bu.in.....type .ttlvltl"",
Revenue bond,1 BAN 1fLJ11 F.ith & C,edit

serio, 1999 W.ter S 330,000 S S 1330.000!

serlo, 200~ Su,f.ce W.l .. 2.54,,000 112S,000! 2,420,000 130,000

se'io, 2001 W.IO, 9.145,000 122S.0001 9,120,000 595,000

seri.. 2007 s..~r BAN 12,000,000 (12.000.000)

5e,1.. 2009 W..tow.le, FFC 60.000.000 60.000.000

Tot.1 'ovenuO bonds/llA.N 114,220,000 112.&80.000) 11,540,000 125.000

U....monl.O'd bond p'0mium 2.423.615 U21.1901 2.302.485 121.1114

Bond';BANfffC.nd premiums 86,64l.6~ (12.801.190) 13,842,485 846.184

Compen,.tocl .bsonce. 252,318 172,~7 1149.2501 21S.91S 215,975

Tot.1 bu,lne,,·type .ctiviti.., S 86.89,,993 S 112,907 S 112.950.440) , 14,118.460 , 1.122.159

"
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CITY OF LAKE OSWEGO, OREGON

Notes to the Basic Financial Statements

June 30, 2010

4. Other information

A. Risk management

The City is exposed to various risks of loss related to torts; theft of, damage to and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. Significant real and personal property
exposures are covered for loss from all perils up to a $5,000,000 limit through a municipal insurance pool,
subject 10 a $75,000 aggregate deductible. For its general insurance coverage, the City pays an annual
premium to City/County Insurance Services (CIS), a public entity risk pool currently operating a common
risk management and insurance program.

Liabilities are reported when it is probable that a loss has occurred and the amount of the 1055 can be
reasonably estimated. The agreement with CIS provides that CIS will be self-sustaining 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'
compensation and employee health and accident insurance. Settled claims have not exceeded commercial
coverage in any of the three prior fiscal years.

B. Contingent Ilabilitle$

The City is contingently liable with respect to lawsuits and other claims incidental to the ordinary course of
its operations. These claims are generally covered by insurance and are of the types which are normal in
view of the City's operations. City management believes the total amount of liabil)ty, if any, which may
arise from such claims and lawsuits beyond that which is covered by insurance would not have a material
effect on the City's financial condition or its activities as now conducted.

C. Commitments

As of June 30, 2010, the City had commitments of approximately $34.9 million, which includes $33.6
million for the various construction projects, as described in Note 3.C. on page 55.

In 1983 the City entered into an agreement with the City of Portland to process the City's sewage for fifty
years. The applicable treatment plant is owned and operated by the City of Portland and the City is
obligated to make payments to the City of Portland for usage of the plant, based upon normal user fees
estimated at $2 million annually. At the end of the fifty years, the term changes to uin perpetuity" until
either party provides a five-year advance written notice to the other. If the City terminates this
agreement, the City is required to pay its share of any remaining un-depreciated portion of the facility, as
determined in the use agreement at the time of termination.

D. Joint Operation

The lake Oswego-Tigard Water Partnership is a joint operation established August 6, 2008 between the
City of lake Oswego and the City of Tigard to design, construct, operate, and maintain joint water supply
facilities. The lake Oswego-Tigard Water Partnership was established to retrofit and expand the City of
Lake Oswego's water supply facilities and allow Tigard to acquire an ownership interest.

50
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Notes to the Basic Financial Statements

June 30, 2010

4. Other information, continued

D. Joint Operation, continued

Lake Oswego is the managing agency to manage the operation, maintenance, repair and replacement of
the existing supply facilities and to mClnage the planning, design, and construction of the initial expansion
of the Project. Each City is obligated to fund the project in the proportions stated in the intergovernmental
agreement. The City of lake Oswego has financed its portion through the transfer of previously issued
water revenue bonds.

Upon dissolution of the Lake Oswego-Tigard Water Partnership prior to the construction of the initial
expansion, the City of lake Oswego shall refund to the City of Tigard the amount of Tigard's payments plus
interest at the lGIP rate and Tigard will have no more equitable interest in the lake Oswego Supply
Facilities. The payments from Tigard as of June 30, 2010 were $4,848,759 as shown as a long-term liability
in the Water Fund.

E. Employee retirement pension plan

Plan description. The City contributes to two pension plans administered by the Oregon Public Employees
Retirement System (PERS). The Oregon Public Employees Retirement Fund (OPERF) applies to the City's
contribution for qualifying employees who were hired before August 29, 2003. and is a cost-sharing
multiple·employer defined benefit pension plan. The Oregon Public Service Retirement Plan (OPSRP) is a
hybrid successor plan to the OPERF Clnd consists of two programs: The Pension Program, the defined
benefit portion of the plan, applies to qualifying City employees hired after August 29, 2003. Benefits are
calculated by a formula for members who attain normal retirement age. The formula takes into account
final average salary Clnd years of service. As of January 1, 2004, all PERS member contributions go into the
Individual Account Program (lAP), the defined contribution portion of the plan. PERS members retain their
existing PERS accounts, but any future member contributions are deposited into the member's lAP, not the
member's PERS Clccount.

50th PERS plans provide retirement and disability benefits, post employment healthcare benefits, annual
cost·ot·llving 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
statements and required supplementary information. This report may be obtained by writing to PERS, PO
Box 23700, Tigard, OR 97281-3700 or by calling 503·598-7377.

Funding policy. Members of PERS are required to contribute 6% of their sCllary covered under the plan,
which is invested in the OPSRP Individual Account Program. The employer is allowed to pay any or all of
the employees' contribution in addition to the required employer's contribution. For the fiscal year ended
June 30, 2010, the City contributed all of the 6% contribution on behalf of the employees. The City is
required by DRS 23g.22S to contribute Clt an actuarial!y determined rate for the qualifying employees
under the OPSRP plan, and a general service rate for the qualifying employees under the OPSRP plan. The
PERS and the OPSRP rates in effect for the fiscal year ended June 30, 2010 were 11.86% and 9.70%
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CITY OF LAKE OSWEGO, OREGON CITY OF LAKE OSWEGO, OREGON

Notes to the Basic Financial Statements Notes to the Basic Financial Statements

June 30, 2010 June 30,2010

4. Other information, continued 4. Other information, continued

Funded 5tiiltuS ii1nd Funding Progress. The funded status of the plan as of August 1, 2008 (the date of the
most recent actuarial valuation), was as follows:

G. Postemployment Heiillthcare Plan (Implicit subsidyl, continued

The City's annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the net
OPEB obligation were as follows:

Actuarial Methods and Assumptions. Projections of benefits for financial reporting purposes are based on
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
between the City and plan members to that point. The actuarial methods and assumptions used include
techniques that are designed to reduce short-term volatility in actuarial accrued liabilities and the actuarial
value of assetS, consistent with the long-term perspective of the calculations.

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 the funded status of the plan and the annual required contributions of the City are subject to
continual revision as actual results are compared with past expectations and new estimates are made.
about the future.

Funding Polley. 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
amended only by the Oregon Legislature. ORS require that an amount equal to $60 or the total monthly
cost of Medicare companion health insurance premiums coverage, whichever is less, shall be paid from the
Retirement Health Insurante Account established by the employer. and any monthly cost in excess of $60
shall be paid by the eligible retired member in the manner provided in ORS 238.410. To be eligible to
receive this monthly payment toward the premium cost the member must: (1) have eight years or more of
qualifying service in PERS at the time of retirement or receive a disability allowance as if the member had
eight years or more of creditable service in PERS, (2) receive both Medicare Parts A and B coverage, and (3)
enrol! in a PERS-sponsored health plan. A surviving spouse or dependent of a deceased PERS retiree who
was eligible to receive the subsidy is eligible to receive the subsidy if he or she (1) is receiving a retirement
benefit or allowance from PERS or (2) was insured at the time the member died and the member retired
before May 1, 1991.

Plan Oescription. As a member of Oregon Public Employees Retirement System (OPERS) the City
contributes to the Retirement Health Insurance Account (RHIA) for each of its eligible employees. RHIA is a
cost-sharing multiple-employer defined benefits other postemployment benefit plan administered by
OPERS. RHIA pays a monthly contribution toward the cost of Medicare companion health insurance
premiums of eligible retirees. Oregon Revised Statute (DRS) 238.420 established this trust fund. Authority
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
writing to Oregon Public Employees Retirement System, PO Box 23700, Tigard, OR 97281-3700.

Participating cities are contractually required to contribute to RHIA at a rate assessed each year by OPERS,
currently 0.29% of annual covered payroll. The OPERS Board of Trustees sets the employer contribution
rate based on the annual required contribution of the employers (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 unfunded actuarial
liabilities (or funding excess) of the plan over a period not to exceed thirty years. The City's contributions
to RHIA for the year ended June 30, 2010 and June 30, 2009, were $62,031 and $135,701, respectively,
which equaled the required contributions for those years.

H. Retirement Health Insuriilnte Account (RHIAl

$1.961,367
1,470.943

732,488

Net OPES Obligation

~

0.00%

522,918.922

20.19%

$ 4,627,417

".
13.".

Percent of Annual OPES
Cost Contribution

5 665,303
957,832

912.128

Annual OPES Cost

Actuarial accrued liability (AAL)

Unfunded actuarial accrued liability (UAAL)

Funded ratio (actuarial value of plan assets/AAL)

Covered payroll (active pian members)

UAAL as a percentage of covered payroll

06/30/2010
06/30/2009

06/30/2008

Fiscal Year Ended

In the August 1, 2008 actuarial valuation, the entry age normal actuarial cost method was used. The
actuarial assumptions included a 4.S percent investment rate of return (net of administrative expenses)
and an annual healthcare cost trend rate of 8 percent, reduced by decrements to an ultimate rate of S
percent. The UAAL is being amortized using the level percentage of payroll over an open period of fifteen

{lS)years.
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CITY OF LAKE OSWEGO, OREGON

Notes to the Basic Financial Statements

June 30, 2010

4, Other Information, continued

Property tall limitation

The citizens of the State of Oregon approved the first property tax limitation in 1990 - Measure 5. This
limitation divides property taxes into an education category and a non-education category. The tax rate in
the education category was limited to $5 per thousand of real market value for fiscal year 1995-96 and
thereafter. The non-education category was limited to $10 per thousand of real market value. Although all
non-education taxes to the City currently do not exceed the $10 per $1,000 of property real market value
limitation; this limitation may affect the availability of future tax revenues for the City.

A second property 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
of bonded debt at $5.0353 per $1,000 assessed value. Assessed values can only grow by a maximum of 3
percent, excrusive of new construction and annexations.

J. Subsequent Event

In September 2010, the City issued $35 million of Full Faith i1nd Credit obligations to finish the lilke
Oswego Intercepter Sewer project. The future debt payments wlll be made from the Wastewater Utility
Fund.

K. New Pronouncements

The Governmental Accounting Standards Board (GASB) has issued GASB Statement No. 54 NFund Balance
Reporting and Governmental Fund Type Definitions." This pronouncement issued February 2009 will be
effective for the City beginning with its fiscal year ending June 30, 2011. The Statement establishes new
classifications for fund equity and new definitions for governmental fund types and may have a slight
impact on future financial presentations.
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City of Lake Oswego, Oregon
General Fund
SChedule of Resources and Requirements· Budget to Actual
lor the fiscal year ended June 30, 2010

2009·10 Budget
Actual Variance with

Original final Amounts final Budget

Resources:
Beginnins fund balance S 19,587,222 S 20,002.978 $ 20,002.978

Property ta,es 25,4)0,000 25,430,000 25,484,337 54,337

Franchise fees 2.195,000 2.195,000 2,126,633 (68,367)

Intera;overnmental 3,965,000 4,122,000 4,087,66B {34,3321

Ucenses and fees 2,090,000 2,090,000 2,C42,439 (47,S-61)

Fines and forfeitures 972,000 1,122,000 1,129,228 7,228

sales and servlces 3,311,000 3,311.000 3,280,%1 (30,039)

Miscellimeous 1,070,000 1,070,000 1,228,561 158,561

Transfers 4,193,000 4,193,000 4,049,897 (143.103l

Other financing sources 372,000 372,000 2.500 1369.5001

TClal resources ~222 S 63.907,978 S 63-,435,2Q2 S (-472.1761

Requ;rement~;

City council S 91.000 S 91,000 S 85,146 S 5,854

City .ttorney's office 580,000 580,000 561.160 18.840

City m.naser's office 1,788.000 1,955,000 1,781.175 173,225

Economic I Ylpltal deV<!lopment 2,058.000 2.498.000 487,945 2,010.055

Redevelopment 264.000 288,000 275,494 12,506

Fadlitie. management 1,IBO.000 1,251.000 863,055 387.945

Finance 1,284,000 l.394,OOO 1,310,783 83,217

RI'k management 690,000 690.000 593.654 96.346

Fire service' 8,501,000 8,703,000 8,537,911 165,089

Human re.aurce, 531,000 571,000 525,108 45.892

Information technololY ),367,000 1,383,000 1,378,368 4,632

Ubr·rv 3,302,000 3,374,000 U09,623 264,317

Munlcip.11 court 765,000 915,000 887.720 27,280

Parh and Re<:reation 5,774,000 6,009,000 5,386.675 622,325

Adult community center 1,167,000 1,180,000 1,021,340 158.660

PlannlnS and Ilulldlng .ervlceJ 3,476,000 3,607,000 3,36O.ot5 246,985

Police 10,136,000 10,388,000 9.380,710 1.007.290

Nondepa.rtmental 852,000 1,753.000 1.452.207 300,793

Continsency 6,497,000 4,395,756 4.395,756

Unappropriated endlnS

fund billance 12,882,222 12,882,222 22,436,513 {9.5S4,2911

Total requirement'! S 63,185,222 5 63,907,978 5 63.435,202 S 472.176

n
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CITY OF LAKE OSWEGO, OREGON

Notes to Required Supplementary Information

June 30, 2010

1. Stewardship, compliance, and accountablllty

Municipal budgets are adopted on a basis consistent with Oregon Revised Statutes (DRS 294 - Local
Budget Law).

Budgetary Basis - The basis 01 budgeting for all major funds is the modified accrual basis of
accounting. The City Cou:ncil legallY adopts the budget by resolution before July 1. The resolution
establishes appropriations for each fund and sets the level by which e~penditures cannot legally
e~ceed appropriations. In the general fund the levels of budgetary control established by resolution
are set at the department level. For aU other funds, the levels of budgetary control established by
resolution are eKpenditure categories of personal services, materials and services, debt service,
capital outlay, transfers and operating contingency.
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City of Lake Oswego, Oregon
Combining Balance Sheet
Nonmajor Governmental Funds
as atJune 30, 2010

Spedal Revenue Funds Debt service Funds Capital Pro!ecU Funds

Sy1tems MaIntenance Redevelopment Redevelopment Total
Development Serv"es and Blcyde Bonded A,,",, Alency Assessment NonmaJor

Charles Motor Pool Enllneerlna Po'" Debt service Debt service Capital ProJe"s Project Governmental
Fund Fund Fund Fund Fund Fund Fund Fund ~

Auetl
cash and invenments $ $ 41.851 $ 95,757 $ 87,665 $ $ $ $ 96,974 $ 1.351.261
Property ta~es receivable 352,584 217,578 570,162
Accounts receivable 19,433 19,200 539,593
Assessment liens recelvible 9,813 155,033 164,846
Inventories 24,195 24,195
Restricted c.ash in<! investments 2,582,485 686,794 5,142,070 7,858,701 16,270,050

Total assets S 2,592,298 $ 85,479 $ 114,957 $ 87,665 $ 1,039,378 $ 5,359.648 ~858,701 $ 252.007 $ 18,920.107

lIibllltles ind fund Bil..""s
lIabllilie"

Accounts payable $ $ 12,514 $ 4,318 $ $ $ $ 234,336 $ 24.736 $ 538.705
salaries and benefits piyible U06 4,433 7,639

Refundable deposits 78,616 83,916
Oeferred revenue 9,813 3lU63 1n,6ll4 155,033 654,493

Due to other funds 4,030,239 1,768,272 5,798,511

Total liabilities 9,813 15,720 87,367 311,963 4,207,923 2,002,608 179,769 7,083,264

Fund balances:
Reserved fOf:

Inventories 24,195 24,195
Capital projects 5,856,093 5,856,093
Debt service 727,415 1,151.725 1.879,140

Svstems development charles 2,582,485 2,582,485
Un.reserved, reponed In;

Spedal revenue funds 45,564 27,590 87,665 1,422,692

Cilpital projects funds 72,238 72,238

Total fund bilances 2,582,485 69,759 27,590 87,665 727,415 1.151.725 5,856,093 72,238 11,836.843

Total liabilities ind lund balances S 2,592,298 $ 85,479 $ 114,957 $ 87,665 $ 1,039,378 $ 5,359.648 $ 7,858,701 $ 252,007 $ 18,920,107

I
I
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City of lake Oswego, Oregon
Combining Statement of Revenues, Expenditures and Changes in Fund Balances
Nonmajor Governmental Funds
lor the fiscal year ended June 30, 2010

Special Revenue Funds Special Revenue Funds Debt Service Funds

Systems Maintenance Redevelopment

Pen;ent Development 5ervkes and Bicycle Bonded A,ency
Tourism Streetca, lor Art Street CharSes Motor Pool EnSlneerlng Path Debt Service Oebt5ervlce

Fund Fund Fund Fund Fund Fund Fund Fund Fund Fund

Re",n..."
ProP"'rtv t.l .."

, , , , , , , , , 1.318,437 , ],16U)4~

f,an<hi:le fee, "'.000
Inle'lo"ernment31 "'.000 l,50ll,354 1~,236

lIcen,e, and lee, 258,669 1,254,307 571,~20 1,578 S09,6~5

Cha'ge, fo, ,e'vke, ".000 ~96.n~ 2,097,000
stletial ..,,,,,menl ·llIinc,pal
M''I(elioneou. " 4.282 '" 26,223 20.796 182.665 2~,434 '" 24.363 16,863

Total,evenue' 2~8,724 84,282 '" ~884 592,316 780,578 2,632,089 1,,88\1 3,342,800 3,177.\108

hpendllu'e<'
CUlTent:

Gene,allove,nment

I
1,\170 1.186,266

Cultu," and ,e<rution 172,111 93,000

Community Development 2,589,235

HilnwaV' and meets 2,201,70,

Debl service:
Principal 2.360,000 1,015,000
Inte,en 985,165 288.333

Capital outla~ 118,808 11,500 6,2669 75681 15,264

Totalupenditu,es 118,808 172.111 104,,00 2,860,374 2,970 1.261,\1~3 2,604,499 3,345.165 1.303.333

E""" ldeflciency) of ,_n\le,
0"'"' (unde') e.pendltu'e, 139,916 l87,829) (104,2591 428.~10 ~89,146 l48U75) ~90 1~.889 (2.365) 1,874,,75

Olhe, f1nancinl ,ouree, (u,es):
Tran,le"in 100.000 249,000

T'an,le"out

I
!l,418,572)

Totolothe' flnancinl ,ource, (u,es) 100,000 249,000 11,418,572)

Net change in lund balan,e, 139,916 187,829) 14,2591 677,510

I
589,346 148I,37~1 27,590 15,889 1l,365) 456,003

fund balance, belinninl 474,775 14,028 477n 1,993.l39 551,134 71,776 729.7BO 695,122

Fund balances rnd"'1 , 139,916 S 386.9046 S 9,269 S 725,242 S 2,581.485 S 69,7<;9 -'- n.,90 S 87.665 S 727,415 S 1.15I,n~

'"

Continued On ne'l page

"
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City of Lake Oswego, Oregon
CombinIng Statement of Revenues, Expenditures and Changes in Fund Balances
Nonmajor Governmental Funds
lor the /lswl yeor ended June 30,lOlO

Clplhl ProJ«tli Funds

City of Lake Oswego} Oregon
Tourism Fund
Schedule of Resources and Requirements· Budget to Actual
lor the fiscal yeor ended June 30, 2010

R...." ....S;
Prapertytil<n
Frilnchlse lees
Interga~mmentar

Ucense, and fees
Charges far service.

Sl>ediII i1Sse ...ment· orlncipal
MilCe~aneous

TotalJevenues

Expendlt<lres:
Current:

Generallavernment
Culture and ,ecreatlan
Community ~elopment
Hillhwavs a"d meets

Oebt.ervice:
PrinCipal
Intere.t

Clpltaloutlav

Totil e.pendifure.
hce.s ldeHtlencyl 01 revenues

OYer (underl e.pendlture'

Other flnancl",,,,urc•• (use.):
Triln,lersin
Tr.nslers out

Total other finandnl sources (use.1

Net chlnge In fund balances

Fund balanus· be&lnnlnl

fund billa",e.- endinl

Continued Irom previous pale

Redevelopment
Acency

caplhl ProJetts
Fund

81,787

81,787

7as,660

2.636,572

3.345,232

13.263,445)

1.418,572

1,411,572

(1,844,873)

7.700,966

5.856m3

"

Anenment
Project
Fund

26.581

49.560
(6,132)

70.009

99,078

99,078

(29,069)

(29,069)

10t.307

72,238

Tohl
NonmilJor

Governmentill
Funds

6,479,482
500,000

1,583,590
2.622,310
2,713,335

.9,560
377,230

14,325,507

1,897,896
265,111

2.589.235
2,207,705

3.375,000
1,273,498
3,609,578

15.218,023

(892,516)

1,767,572
11,418.572)

349,000

(543.516)

12,380,359

11,836,843

2009·10 Budget

Actual Vilrlance with

Orl,inal Final -- Final Budget

Resources:

Ucenses and fee. S 320,000 S 320,000 S 258,669 S (61,331)

MiscelianeolJl 12,000 12,000 " (11,945)

Total resource. S 332,000 S 332,000 S 258,124 S (73.276)

Requirements:

Material. and .ervices S 175,000 S 175,000 S S 175,000

Capitar outlay 125,000 125,000 118,808 6,192

Unappropriated ending

fund balance 32,000 32,000 139.916 (107,916)

Total requirements S 332,000 S 332,000 $ 258.724 S 73,276

"



City of lake Oswego, Oregon
Streetcar Fund
Schedule of Resources and Requirements· Budget to Actual
for the fiscal year ended June 30, 2010

2009·10 Bud,et
Actual Variance with

Original Final Amounts Final Bud,et

Resources'

8eSlllllillS fUlld balallce $ 380,674 $ 3B<l,674 $ 474,775 $ 94,101

lotersovemmelltal 6<>.000 60,000 60,000

Mile"lIall<'OUS 11,000 11,000 4,282 /6,7181

Traolf,,~ 20,000 20,000 20.000

Total relO<Jreel $ 471.674 $ 471,674 $ 559.057 $ 87,383

Requlremeots,

Materiall and "'Mees $ 126,000 $ 191,000 $ 172.111 $ 18,889

ContlOS"llCV 345,674 280,674 280,674

Ullapproprlated endio8

lund balaoce 386.946 (386,9461

Total requirements $ 471.674 $ 471,674 $ 559,057 $ 187,3831

..

City of lake Oswego} Oregon
Percent for Art Fund
Schedule of Resources and Requirements· Budget to Actual
for the fiscal year ended June 30, 2010

2009·10 Bud,et
Actual Varlante with

Orl,lnal Final Amounu Final Budget

Relources:

BegiooioS fUlld balallce $ 16,867 $ 16.867 $ 14,028 $ (2,8391

Miscellaoeoul '" '"Trallsle" 100.000 100,000 100.000

Total "'"O<Jree. $ 116.867 $ 116,867 $ 114,269 $ (2,598)

Requirements

Materials and services $ 93,000 $ 93.000 $ 93,000

Capital outlay 12.000 12.000 11.500 ;00
Ullappropriated "odio8

fUlld balaoce 11,867 11.867 9,769 2.098

Total requirements $ 116.867 $ 116,867 $ 114,269 $ 2,598

"'



City of lake Oswego, Oregon
Street Fund
Schedule of Resources and Requirements· Budget to Actual
for the fiscal year ended June 30, 2010

2009-10 Bud,et
Actual Varlan,e with

Original Final Amounts Final Bud,el

Resources:
Beginning fund batance $ 127,031 $ 177,031 $ 47,732 $ (129,299)

FranchIse fees 500,000 500,000 >00.000

IntergovenvnenLaI 2.480,000 2,480,000 1.S08,3S4 (911,6461

Ucenses and fees 1,214,000 1,214,000 1,254,307 40,301

Miscellaneous 15,000 15,000 26,223 11,223

Transfers 249,000 249,000

Total resources $ 4,386,031 $ 4,635,031 $ 3,585,616 $ (1,049,415)

Requirementl:
Personil services $ 446,000 $ 484,000 $ 463,545 $ 20,455

Miterlals and service. 1,203,000 1,203,000 1,006,640 196,360

Transfen 689,000 911,000 737,520 173,480

Capitalouliav 1,193,000 1.193,000 652,669 1,140,331

Conti"lency 255,031 244,031 244,031

Unapproprlited endil'li
fund bitance 725,242 (725,2421

Total requirements $ 4,386,031 $ 4,635,031 $ 3.585.616 $ 1,049,415

"

City of lake Oswego, Oregon
Systems Development Charges Fund
Schedule of Resources and Requirements - Budget to Actual
for the fiscal year ended June 30, 2010

2009-10 Budget
Act~1 Variance with

Orl,lnal FInal Amounts Final Budget
Resources:

Beginning fund balance $ 1.135,041 $ 1.135,041 $ 1,993,139 $ 858,098

Ucenses and fees 580,000 580,000 521,520 (8,480)

Miscellaneous 68,000 ".000 20,196 141,2(4)

ToLaI resources $ 1,783,041 $ 1,783,041 5 2,585,455 $ 802,414

RequlremenlS:
Materials and servl,es $ 30,000 $ 30,000 $ 2,970 $ 27,030

Conlitliency 1,753,041 1,753,041 1,753,041

UNppropriated ending
fund balance 2,5&2,485 (2,582,4&5)

Total requirements $ 1,783,041 $ 1,783,041 $ 2,585,455 $ (802,414)

"



,--------------------------,----------------------- l

City of lake Oswego, Oregon
Maintenance Services and Motor Pool Fund
Schedule of Resources and Requirements· Budget to Actual
for the liscol yeor ended June 3D, 2010

2009-10 Budget
Actual Variance with

Original Final Amounts Final Budget

Resources:

Beglnnln, fund balance , 496,514 , 551,134 , 551,134

Licenses and fees 1.578 1.578

Miscellaneous 225,000 225,000 182.665 (42,335)

Transfers 613.000 716.000 596.335 (119.665)

Total resources S l.334,514 5 1,492.134 $ 1.331,712 , (160,422)

Requirements:

Personal services , 792,000 , 846,000 , 8]2.683 , 13.317

Materials and services 330,000 480.000 352,207 127 ,793

nansf"" ',000 ',000 1.376 '""capltalouUav 73,000 155.000 7$,687 79.3B

Contlnlllmcv 137,514 9,134 9.134

unappropriated ending

fund balance 69.759 (69.759)

Total requirements S 1,334,514 S 1,492,134 S 1,331,712 , 160,422

"

City of Lake Oswego, Oregon
Engineering Fund
Schedule of Resources and Requirements· Budget to Actual

lor the fiscal yeor ended June 3D, 2010

2009·10 Budget

Actual Variance with
Original Final Amounts Final Budget

Re,ourCe5
license, and fee, , t.338,Ooo , 565,000 , 509,655 , (55,345)

M"cellaneous 50,000 50,000 25,434 (24,566)

Transr"" 1.824,000 2,597,000 2,097.000 (500,0001

TOlal resources , 3.212.000 5 3,212.000 $ 2,632,Cl89 , (579,911)

R","u;r"m"nts:
Personal services , 2,352,000 $ 2,401,000 S 2,229,399 , 171,601

Mal",ial, and service, 355.000 355,000 138.507 216,493

Transfers 226.000 n6,OOO 221.329 4,671

Capital outlay 20,000 20,000 15,264 4,736

Contingency 259,000 210,000 210,000

Unappropriated endIng
fund balance 27,590 (27,590)

Total requlremenn , 3.212,000 5 3,212,000 S 2,632,089 , 579,911

"



City of Lake Oswego, Oregon
Bicycle Path Fund
Schedule of Resources and Requirements· Budget to Actual
for the fiscal 'lear ended June 30, 2010

2009-10 Budget

Attu..1 V.. ri..nce with
Oripnal Final Amounts FInal Budget

Resources:

Beginning fund balance S 71,867 S 71,867 S 7l.776 S (91)

Intergovernmental 15,000 15,000 15,236 236

Miscellaneous 1,000 1000 m (347)

Toul resources S 87,867 S 87,867 S 87,665 S (202)

Requirements:

Capltaloutlav S 87,867 S 87,857 S S 87,867

Unappropriated ending

fund balance 87,665 (87,665)

TOlal rllqui'ement~ S 87,867 S 87.867 S 87.665 S 202

"

City of Lake Oswego, Oregon
Bonded Debt Service Fund
Scnedule of Resources and Requirements· Budget to Actual
for the fiscal 'lear ended June 30, 2010

2009-10 Budget

Actual Varlance with
Orllln<11 Final Amounts Final Budlet

ResOlJrtes:

Beginninl fund balance S 690,810 S 690,810 S 729,780 S 38,970

Property tnes 3,310,000 3,310,000 3.318,437 8,437

MIscellaneous 45,000 45,000 24,363 (20,637)

Total resources 5 4,045,810 5 4,045,810 5 4,012,580 S 26,770

Requirements:

o..bt 5ervlce

Principal 5 2,360,000 5 2,360,000 $ 2,360,000

IntereSI 986,000 986,000 985,165 '"Unappropr~tedending

lund balance 699,810 699,810 727,415 (27,605)

Total requirements $ 4,045,810 $ 4,045,810 $ 4,012,580 S (26,770)

"



City of Lake Oswego, Oregon
Redevelopment Agency Debt Service Fund
Schedule of Resources and Requirements· Budget to Actual
for the fiscal year ended June 30, 2010

2009-10 Budget

Actual Variance with

Original Final Amounts Final Budget

Re,ouroes:

Beginning fund balance $ 388,129 $ 388,129 $ 695,722 $ 307,593

Property tll~es 2,748,443 2,748,443 3,161,045 412,602

Misceilllneous 30,000 30,000 16,863 (13,137)

Totlll resources S 3,166,572 S 3,166.$72 S 3,873,630 ~O58

Requirements'

Debt Service

Principal S 1,015,000 5 1,015,000 S 1,015.000

Intere" 133.000 733,000 288,333 444,667

Transfers 1,418.$72 1,418,572 1,418,572

unappropriated ending

fund balanoe 1,151.725 U.151,725)

TOlal requirements S 3.l66,Sn 5 3.l66.572 _5 3.873.630 '- (707,058)

92

City of Lake Oswego, Oregon
Redevelopment Agency capital Projects Fund
Sckedule of Resources and Requirements· Budget to Actual
for the fiscal year ended June 30, 2010

2009-10 Budget

Actual Variance with
Original Final Amounu Final Budget

Re,oulces,

Beginning fund balat\Ce S 7,132,438 S 7,132,438 S 7,700,966 $ 568,528

Miscellaneous 144,000 144,000 81,787 (62,213l

Transfers 1,418.572 1,418,572 1,418,572

TOllll rcsourUlS 5 8,695,010 S 8.695,010 S 9.201.325 $ 506.315

Requirements:

Malerials and services $ 888,000 $ 888,000 $ 708,660 $ 179,340

Cap'taloullay 7,800,000 7,800.000 2,636,572 5,163,428

Unappropriated end'ing

fund balance 7.010 7.010 5.856,093 [5.849,083)

Total requirements S 8,695.010 5 8,695,010 S 9.201.325 $ (506.315)

"



City of Lake Oswego, Oregon
Assessment Project Fund
Schedule of Resources and Requirements - Budget to Actual
for the fiscal year ended June 30, 20JO

2009-10 Budget
Actual Variance with

Orillnal Final I!!!!2l!!ll1 Final Budget
Resource5:

Belllnnlnil fund balance S 82,751 S 82,751 S 101,307 S 18,556

Ucen5e1 and fees 26,581 26,581

Special assessment 18,000 18,000 49,560 31.560

Miscellaneou5 19,000 19.000 (Un! (25,132)

Total resource. S 119,751 S 119,751 S 171,316 S 51,565

Requirements:
ClIpital OVII~ S 100,000 S 100,000 S 99,078 S '"Contingency 19,751 19,751 19,751

Unappropoated endi"ll
fund balance 72,238 m,238)

Total requirement5 S 119.751 S 119,751 S 171,316 S (51,565)

"

COMBINING AND INDIVIDUAL FUND FINANCIAL

STATEMENTS AND SCHEDULES
for Major and Nonmajor Proprietary Funds

Proprietary Funds

These funds account for operation of the City's enterprise activities.

Major enterprise funds:

Water Fund - accounts for the activities of the City's water distribution system, Revenue is
derived primarily from water service charges,

Water Fund (budgetary basis financial schedules only)
Lake Oswego-Tigard Water Partnership Fund (budgetary basis financial schedules only)

Wastewater Fund - accounts for the activities of the City's wastewater collection and
treatment system, Revenue is derived primarily from sewer service charges.

Surface Water Fund· accounts for the activities of the City's surface water management
system which was developed to address water quality and flooding problems. Revenue is
derived primarily from surface water management charges.

Nonmajor enterprise funds:

Golf Course Fund - accounts for the operation of the City's golf course. Revenue is primarily
from user fees.

Tennis Facility Fund - accounts for the operation of the City's indoor tennis facility. Revenue
is primarily from user fees.

"



City of Lake Oswego, Oregon
Combining Statement of Net Assets
Nonmajor Proprietary Funds
as aJJune 30, 1010

Business-type ActivitIes· Enterprise Funds

This page intentionally left blank

96

Total
Golf TennIs NonmaJor

Course FacUlty Proprietary
Fund Fund Funds

"nets
Currenl assets:

Cash and investment. S 6,823 S 477,125 S 483,948
Inventories 73,228 73,228

Total current assets 80,051 477,125 557,176

Noncurrent assets:
Capital assets:,,,. 227,,}2,} 227,'}2'}

Buildings and improvemenll 1,447,456 649,65'} 2,0'37,115
Machinery and equipment 241,109 10,300 251,409

1,916,494 659,959 2,576,453
less accumulated depredation (1,096,951) (454,848) (l,551,799)

Total capital assell (net of
accumulated depredation) 819,543 205,111 1,024,654

TOlal assets 899,594 682,236 1,581,830

liabilities
Current liabilities:

Accounts payable 12,367 '.'" 16,331
Salaries and benefits payable 1,022 '" 1,356
Compensated absences payable 17,938 4,771 22,709

Total current liabilities 31.327 9,069 40,396

Noncurrent liabilities:
A<;c.n.oed other POslemploymem benefit obligation 43,600 18,700 62,300

TOlal noncurrent liabilities 43,600 18,700 62,300

Total liabilities 74,927 27,769 102,696

Net Assets
invested in capital assets, net of related debt 819,543 205,111 1,024,654
Unrestricted 5,124 449,356 454,4&0

Total net assets S 824,667 S 654,467 S 1.479,134

"



City of Lake Oswego, Oregon
Combining Statement of Revenues, Expenses, and Changes in Fund Net Assets
Nonmajor Proprietary Funds
jar the fiscol year ended June 30, 2010

CITY OF LAKE OSWEGO, OREGON

Combining Statement of cash Flows
Nonmajor Proprietary Funds
jar the fiscal yeor ended June 30, 2010

Business-type ActIvities - Enterprise Funds

Reconciliation of operallnglncome (10..110 net cash provided by operating activities'

Business-type Actlvltles - Enterprise Funds

Total
Golf Tennis Nonmajor

Course facility Proprietary
Fund Fund ~

Ope,.tinl revenues:

Ucenses & Fees S S '.3" S '.3"
Chlrses for ",Ies ~nd services 651.685 378,372 1,036,057
Miscell~neous 21,715 1,965 23,680

Total oper~tins revenues 679,400 382,684 1,062,084

Oper~tlng eopenses:

s..1~ries ~nd benefits 511,425 141,085 652,510

Oper~tl"ll supplies ~nd services 238,405 137,692 316,091
D<lp",clation 46,345 20,240 66,585
5ervlces performed by other funds 31.996 70,582 102,578

Total operallns expenses 828.l71 369,599 1.197.770

Operatinl in<:orne (loss) 1148.771) 13.085 (135,686)

NonoperalinS re""nue, (eopenses):

Interest on In""stments '" 4.795 4,976
toss on sale of uplUlI ~ssets (6.682) (6.682)

Total nonoperating re\ll!nues (e-penses) '" (1,887) (1,706)

Net income (loss} before
contribullons and transfers (148.590) 11,198 (137,392)

capital contributions 89,202 89,202

Transfers In 83.000 83,000
Tr~nsfers aU! (35,000) (35.000)

Change In fund net assets 23,612 (23.802) (190)

ToUlI net assets beginning 801,055 678,269 1.479.324

Total nel assets endlnl S 824,667 S 654,467 S 1,479,134

"

cash flows from opera tina: a<dvitiel:

Receipts from customers

Payments 10 suppliers

Payments 10 employees

Inlern~1 activity-payments 10 olher fund,

Olher receipts

Net cash provided by operating iCllvilles

cash flows from noncapitil flNnenl ~ctMtles:

Trinsfers tolfrom other funds

Cash flow, from n';,"o;.;Ipit~1 fin"nong oed"ltles:
PUrchiseS, icqulsilions, ind construction of capilal assets

cash flows from inverunsactlvities:
Investment Income

Netlncrea,e (decruse) In c:ash and cash equivalents

cash and cash equivalents, June 3D, 2009

cash and cash equivalents• .lime 30, 2010

Operating income (ioul

Adjustments 10 reconcile operating income (loss)

to net c~sh provided by operatinl ictM!les:

D<lprecia!lon upense
Change, in usets and liabilitle,:

Receivable.

Inventories
Acco<Jnts payable

Salaries and benefits p~v~ble

Acorued other poslemployment benefit, oblisatlon

Compensated ablences payable

Net ush provided byoper;ltlng activities

Noncash capital and related flnancinS activities:
capital assets contributed from de\ll!lopers and other funds

"

Golf

Course
Fund

651.685
1247,933)

1497,891)

(31,996)

21.715

(98.420)

83,000

181

(15,239)

22,062

6,823

(l48.111}

46,345

(5,303)
(4,225}

US

5.400
7,499

(98,420)

89,202

Tennis

Filclllty

~ Total

387,313 S 1,044,998
(14O,718} (388,651}
(136,281} (634,172}

(70.582) {l02,578)

~ 23,680

~ (56.723)

~ 48,000

1I6.643) (16,643l

~ 4,976

(5,151) (20,390)

~ 504,338

4~ S 483.948

13,085 S (135.686)

20,240 66.585

6,594 6,594
(5,303)

(3.026) (7,251)

'" '"1.000 '."
~ 10,969

41.697 S ~

89,202



City of lake Oswego, Oregon
Water Fund
Schedule of Resources and Requirements - Budget to Actual
for the fiscal yearendedJune 30, 1010

2009-10 Budget

Actual Variance with
Original final Am9.Y!!11 flnal Budgel

Resources:

Beglnlling fUIld balallCe S 7,81S,300 S 7,81$,300 S 8,4114,209 S 668,909
Licellses and fees 13,73S 13,73S
Sales alld service. $,537,000 5,537,000 5,453,017 183,9831
Miscellaneous 105,000 105,000 99,789 (5,211)

Total resources $ 13,457,300 S 13,4$7,300 S 14,050,750 S 593,450

City of lake Oswego, Oregon
Lake Oswego - TIgard Water PartnershIp Fund
Schedule of Resources and Requirements· Budget to Actual
for the fiscal yeor ended June 30, 1010

2009-10 Budget

Actual Variance wilh
Original Final Amounts Final Bud,et

Resources:

Intergo\tt'rnmelllal S 3,676,000 S 5,741,000 S 4,&48,759 S (892,241)
Ucenses and fees 474,561 474,561
Sales and ...rvices 10,000 10,000 9.540 (460)
Miscellaneous 86,000 86,000 t.381 184,619)

Total resources S 3,772,000 S 5,837,000 S 5,334,241 S 1502,7591

Requirements

Personal services S 1,315,000 S 1,394,000 S 1,385,428

Material. and services 2,174,000 2.174,000 1,518,594

Debt Service 814,000 944,000 749,507

Tran.fers 926,000 1.116,000 9711,916
Cipitaloutlay 1,648,000 1.663,000 417,610

Contingency 6,580,300 6.166,300
Unappropriated endlnli

fund balallCe 9,000,695

Total requirements $ 13,457,300 S 13,457,300 S 14,050,750

Note: for purposes of reporting thi, fund is combined with the lake O.wego· Tigard

Water Partnership Fund for presentation In the proprietary fund statements,

'00

8,572

655,406

194,493

137,084

1,245,390

6,166,300

(9,OOO,695)

[593,450)

Requirement"
Personal services S 356,000 S 300,000 S 247,692
Materials and ... rvices 1,052,000 175,000 65,172
Trallsfen "',000 80,000 76,152
Capital outlay 5,082,000 3,655,849
COlltingency 2,284,000 200,000
Unappropriated eodin,

fund balance U89,376
Total requirement. S 3,772,000 S 5,837,000 S 5,334,241

Note: for purposes of reporting this fund is combined with the Water Fund
fo< presentation in the proprietary h,lnd statement.,

'"

52,308

109,828

3,848

1,426,151

200,000

(1,289.376)

502,759



City of Lake Oswego, Oregon City of Lake Oswego, Oregon
Wastewater Fund Surface Water Fund
Schedule of Resources and Requirements - Budget to Actual Schedule of Resources and Requirements· Budget to Actual
for the fiscal yeor ended June 30, 1010 lor the fiscal year ended June 30, 1010

2009-10 Budget 2009·10 Budget
Actual Variance with Actual Variance with

Original Final 6m2lm!1 Final Budget Original Final -- Final Budget

Resources' Resour<es,

Beginning fund ~Iance $ 45,U2,685 $ 57,966,185 $ 62,0S4,877 , 4,088,692 8eginnl"l fund billilnce , 61,277 $ 1,350,328 $ 1,350,328

Ucens.es and feel 669,992 669,992 5i1les and services 1,758,000 1,15s.o00 1,822,121 64.127

5ales ilnd services 7,816,000 7,816,000 7,723,051 (92,949) Miscellilneous 25,000 25,000 14,514 (10,486)

MisceUaneous 201,000 201,000 43,131 {151,869) loul resources $ 1,844,277 $ 3.133,328 5 3,186,969 , 53,641

Other flnilnci"ll sources 121,189 121.189

Total resourceS $ 53,879,685 5 65,983,185 $ 70,612,240 , 4,629,055

Requirements:

Personal services , 248,000 , 210.000 , 262,080 , 7,920

Requirements: Materials and .ervices 274,000 386,000 279,845 106,155

Personill .ervices 5 1.108,000 5 1,134,000 , 976,455 , 157,545 Debt5ervlce 235,000 235,000 234,526 '"Materlills and s.eMces 3.499,000 3,49'9,000 2,453.584 1.045,416 Tran,fe" 601,000 832,000 685,844 146,156

O"bt 5"rvice 2,454,000 14,579,500 12,000,000 2,579,500 Capiuloutlay 342,000 342,000 161,124 180,876

Trans/en Ul03,0Cl0 l.205,000 1,044,829 160,111 Contin&encv 144,277 1,068,328 1,068,328

Capital outlay 40,574,000 40,574,000 38,391,274 2,182,726 Unappropriated ending

ConlingenCV 5,241,685 4,991,685 4,991,685 fund balance 1,563.$50 (1,563,550)

Unappropriated ending Total requirement> 5 1,844,277 5 3.133.328 5 3.l86,969 _'__(53,6411

fund babnce 15,746,098 (15,746,098)

Tetal requirement> 5 53,879,685 $ 65,983,185 5 70,612,240 $ l4,629,055)

'" '"

.~ _.- -----------------------'



City of lake Oswego, Oregon City of lake Oswego, Oregon
Golf Course Fund Tennis Facility Fund
Schedule of Resources and Requirements· Budget to Actual Schedule of Resources and Requirements· Budget to Actual
lor the fiscal year ended June 30, 2010 /ar the fiscal year ended June 30, 2010

2009-10 Budget 2009-10 Budget
Actual Variance with Actual Variance with

Original FII\iII -- Final Bud,et Original Final Amounls Final Budget

Re.ou"". Resources,

Beginning fund !>ilance S 12,998 S 12.998 S 24,366 S 11,368 Beginnilli fund balance S 368.013 S 368.013 S 462,879 S 94,866

Sale. and .ervice. 819,000 778,000 657,685 (120,315) licen>es .nd fee, 3,000 3,000 2,347 (653)

Mi.cellaneous 11,000 11,000 21,896 10,896 SOlie. and service. 327,000 327,000 378,372 51,372

Tran.fers 56,000 83,000 27.000 Mi.cellimeotll 11,000 11,000 6,760 (4,2401

Total re,ource. S 84:1,998 S 8S7~ S 786,947 S (7l.OS1) TOlal re.ource. S 709,013 S 709,013 ~3S8 S 141,345

Requirements: Requirements:

Personal >elVices S 541,000 S 554,000 S 511-425 S 42,575 Per<onal.ervicel S 130,000 S 144,000 S 141,085 S 2,915

Materiall and .ervice. :133,000 248,000 238,405 9,595 Material. and service. 151,000 176,000 137,692 38,308

Transfers 32,000 32,000 31,996 • Transfers 108,000 108,000 105.582 2,418

Contingency 36,998 23.998 23,998 Capital outlay 60,000 26,000 16,64:1 9,358

Unappropriated ending Contingency 110,013 105,013 105,013

fund balance 5,121 (5,121) Unappropriated end',ng

Total requirements S 842,998 S 857,998 S 786.947 S 71,051 fund balance 150,000 150,000 449,357 1299,357)

Total requirement, S 709.013 S 709.013 S 8'>0,358 S (141,345)

'''' '"
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CITY OF LAKE OSWEGO, OREGON

Ratios of General Bonded Debt Outstanding
for the lost ten /l5col yeors

Percent..!e 01
R",development Less: Amounts utim..ted

General agency available In actual taxable
Fiscal obligation urban renewal debt service value of PO'

~ bonds bonds fund Total property' ~

'00' S 29,41~,CXlO S 6,840,CXlO S i.773,924 S 34,481.D76 0.96% S on

'00' 27,925,CXlO 14,635,CXlO 2,718,926 39,841,074 ,.~ 1,120

'00' 36,635,CXlO 14,220,CXlO 2,470,305 48,384,695 1.20 1,353
,,~ 34,675,CXlO 13,5115,CXlO 2,400,640 45,859,360 UO 1,2112
200S 32,300,000 17,935,CXlO 2,294,089 47,940,911 110 U37
2006 30,005,000 17,460,000 845,702 46,619,298 1.03 J.292

'00' 27,87S,000 16,960,000 509586 44,325.4l4 ,~ 1,219

'00' 25,665,000 16,23S,OOO 773,392 41,126,608 0.112 1,132

"'" 23,380,000 15,360,CXlO 1,425,502 37,314,498 0.71 1,017

2010 2L02D,CXlO 14,345,000 1.879,141 33,485,859 061 '"

Note: Detail, regardin8 lhe City', oU15tanding debt can I>e found in the not.. to the Iw.nci.I51Olemen!5

, PrOPerty .... lued.t.. un boo found on the "'''''''~ .....Iue and ""tim.ted re.I m..rket Villue olux..bloo p'oper1Y on p.ge 123
, POIlu,.. t;on dau con I>e found in the demogr..phic <t..tistic on p..se 134

CITY OF LAKE OSWEGO, OREGON

Direct and Overlapping Governmental Activities Debt
05 ofJune 30, 1010

Amount

Estimated applicable

0." percentalle to CIty of

Governmental unit ollhtanding --=.E.f.llcable lake Oswego

Debt rep'i<! with property I.xes:
Lake Olwelo SO #7J S 74,563,643 86,47% S 64,476,747

Metro 15,8.533,356 4.39 6,964,687

Portl.nd Community caneSe 224,025,000 5,46 12,227,060
Multnomah County SO #lJ 26,316,000 0.57 151.106
T,i-Mel 27,960,000 4.42 1,234,462
Other dislrlm

Clack.ma, County 79,370,000 15,91 12,628,640
Clac~.mn Community Collelle 34,840,000 0,26 91,908
Multnom..h County 104,685JXI0 0,57 601,101
WnhinlllOfl County 2.715.000 0-02 '"Subloul, overlapping debl 733,012,999 98,376.256

Oirecl debt out.tanding
City 01 Lake O.wego, Oregon ___'_5,365,000 10000% 35,365,000

Total dif." .nd oveflapping d.b, out.nnding S 7611.377,999 _S_1l3,74I,2~

Source: Oregon State Trea,ury Oep.rtment, Oebl M.nagement Oi...i,ion

Note: OverlappIng go...ernment< are tho"" that coincide, .tlea.l in p.rt, wllh the geographic bound.rie. of lhe city.
Th',,5Chedule e<timate.the portion 01 the out>tand"'ldebl of those overlappin,SDVefnment> th,tl.botne

by the r""ident> and bu.ine.."" of the City. Thi, process rKoSnize'IMI, whe~ con.idering the City's ..bility
to I..ue and repaylonl-term debt, the enbre debt burden borne by the fe,ident> ..nd busine.."" should boo
taken into aCCOUnl. Iloweve,. this does not imply lhat e.ery ta.p.yer i.' re,ident, .nd there/ofe re.~nSlble

10f rep.ying lhe debl, of each o...erl.pping government,

ill 1~
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CITY OF LAKE OSWEGO, OREGON

Demographic and Economic Statistics
for the lost ten fiscal years

Penonal Peraplta
Fiscal Income personal School Unemplovment

~ Population (In mlfflons) Income' enrollment rilte

2001 35,434 $ 63,892 $ 32,326 2,,",, 2.'
2002 35,580 64,755 32,255 7,163 "2009 35,750 65,959 32,328 7,045 ,.,
2"" 35,759 70,144 34,018 6,995 '.0
2005 35,860 73,087 34,921 6,916 ..,
200' 36,075 78,618 36,845 6,896 5.'
200' 36,350 83,765 34,511 6,746 •••
200. 36,345 87,053 39,436 6,777 5.'
200' 36,698 38,728 6,743 11.5

2010 36,755 6,702 10,3

• Information unavailable at this time

Sour~e" Center for Populuion /lesearch and Census, Portland State UniversIty
Bure;lU of Economk Analysis

18eginn.lng In 2009, the data reOeets a ~hange to the statMlcal area used for the metropolitan

statistical area to Portland-Van~ouver-Hllbboro,OR-WA (Vancouver now repla~es Beaverton
as a principal city based on population.)

5tate of Oregon Employment Division (Portland PMSA)

Lake Oswego 5~hool District

Population and School Enrollment Trends
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CITY OF LAKE OSWEGO, OREGON

Principal Employers
current year and ten years ago

2010 2000

Percenlace Percentace
of lolal Clly of lolal City

Employer Employees ~ employmenl Employees ~ employment

take Osweco SChool District no , 2,19% ." , 3,02%
Cityo/ take Oswego '" 2 '.00 235 • '.00
Waggener Edstrom, Ino, m , 0,88 35' , 0,89
Stanford's Restaurant 281 • 0.79
Azteca ~.ican Resta",rant 250 5 0.70
Micro Systems Engineering. Inc. '"

, 0,69 '"
, 1.04

Mary's Woods at Marylhurst 200 , 0.56
Jacobs Engineerln8 Group, IIIC 200 • 0.56 220 , 0,77

Dtak, Inc. '"
, 0.56

New seasons Market, Inc, '" " 0.49
s.af~co Insuranc~ ,~ , 1.26
Gal" lndustrln, In~. m S 0."
Blackwell North America '00 • 0,70

Paclfica,~ 0/ Dr~llon "0 , ,~

safeway Stotes ---- ---'-'-' " 0."

Total ~
8.42% ~

10,79%

Sour~e, Chambe' of Commeru and Clackamas County

_,o..~,;." _1<_1("~'m.n'

'" us



CITY OF LAKE OSWEGO, OREGON CITY OF LAKE OSWEGO, OREGON

Full-time Equivalent City Government Employees by Function Operating Indicators bV FunctIon
/or the last ten fiscal years for the lost eight fi.~ol ~f'a,. J

FI..~IVeo'

Fuoctlon/P"'Clilm '00' ,- '00' '00' '00' '00' ,~ 1010
Function/Program """ "" '003 '''0' '00' '00' "'" '00' '00' 2010 Go..,n.,on,.I'<I"""'"

Gono,.llI:ovo'nmf'nl 73.S 73.0 55.9 53,6 ~, 51.3 "" "'. 52.2 78,2
Pyl>ll<>om.-

Public s.toty 123,0 122.0 120,0 1l2.5 1225 124,5 126.0 126.0 125.0 125,0 ""........tH><. !.loa 1.316 1.161 1.0)(1 ,.m ,.m 1,'19 1,111
Culturo .nd 'o"o'lion 89,2 88.5 85,4 87.5 87,5 88.0 89.7 89,9 ~, 94,S l'affo<Y~""o",' 6,131 ',580 7,JI3 1,141 4,J)] 1.611 1,'S6 6,319

E""i.nevl"o ond modoc,l ""'on••• 3,133 UH 3,l17 3,301 3,Sll J,611 J,B35 J,511Commumty dov~lo~m.nt 45,6 45.6 «0 44,5 45,0 49.7 49.7 48.7 46.0 250 c.,erlonev ",II> (Po~«l 2,346 2,066 2..1'16 2,685 1,690 1,79, 1,71S 1,361fiign""Y' ,nc'UNt> "
,.,

" " " " " "W,lo, '.0 '0 14.2 14,2 14.2 14,2 15,2 15.2 14.7 14.7 C.~.,••n.,••""",,,,,,
Se",o' " " " ., .., lU 11,4 11.4 LI~..ry.oko""', hOY,", 9,0<17 3.1S' 9,911 1D,lSH 10.110 11,116 13,$06 14,003

"b,.",- ..",... it<m''''''''l.dSufl.ce w.te, '0 " .0 " '.0 • 0 " ,.• ",,,"'''''. " " " " " " " "Tot.1 338.3 336.1 333,0 3358 336,8 34U 345.• 350.1 352.4 . 3574 Co",,,,ynitv d...."'pmont
Re,iden,,.llKJlIclinli>Ormn,l,,ued ~ .., '" '" '" m m '"B.,ine..·~"""",...

W.,o,
SOU".: Ci'y oll,ko O''''ogo', Fin.nce dop.rtmem S.",i<.mooe<,.,n, 11,61& lJ,37l ll,J1l U,llJ 14,4S/; 14,911 15,'14 16.746

A....S' ~..lv<on,"mp'ln"
lin ,ho.>ond. 01 pllc>n,) 4,g91 ."'" .- 7,11' U9B S,7S! 5,7'>0 ,.-

~n... ry,.,...
Se",;," <oooo<"nn' 1l.786 ll,94S 1l.9'& 1l,068 12.14l ll,ll9 11,131 11,141
A"",OI" d.,,,, .OWOl' "."mon'

(in,,,,,,,..fICI.<>fs.llc>n.) 5.100 5,100 5.200 5,100 ,~ ,~ ,~ ..~

, '" 0' 1001, ,..If~ "'>l.,."" nn "'n,e, ;ndud... tr.Hie ....,""'p

"'"'u'C.: C;,-,o' L.4'.o._so'. , ....onc. d• .,..,.,en,

'" '"



CITY OF LAKE OSWEGO, OREGON

Capital Assets Statistics by Function
101 the/ost ten /1s,o/ yeors

Functlon/PrOliram 2001 2002 "03 2'" 200S 2006 2001 200. 200' 2010

GOIIe,nmentalat1i11itJes,

Cultu,e and ,«,eltion
Par. and open spau acreage ". m ". ''" ". '" 50' '" 50' ""

I
Community d~elopment

CITY OF LAKE OSWEGO, OREGON
Value of new build in, conmuaion

COMPREHENSIVE ANNUAL FINANCIAL REPORT!inthousandsl 24,018 27,065 42,690 31,326 47,039 70,495 56,895 50,772 23,713 18,1)67

Hi&h....ays and slreets
Miles of streen m m '" m '" m m '" '" H9

SECTION IV

COMPLIANCE

Sou,ce: City of Lake Oswego's finance department

B' us
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INDEPENDENT AUDITOR'S REPORT
REQUIRED BY OREGON STATE REGULATIONS

November 29,2010

The City Council
City of Lake Oswego, Oregon
lake Oswego, Oregon

We have audited the 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, 2010, which collectively comprise the City's basic financial
statements and have issued our report :hereon dated November 29, 2010 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.

COMPLIANCE

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

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

• Deposit of public funds with financial institutions (DRS Chapter 295),

• Indebtedness limitations, restrictions and repayment.

• Budgets legally required (DRS Chapter 294).

• Insurance and fidelity bonds in force or required by law,

• Programs funded from outside sources.

• Highway revenues used for public highways, roads, and streets.

• Authorized investment of surplus funds (ORS Chapter 294).

• Public contracts and purchasing (DRS Chapters 279A, 279B, 279C).

,<1
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INDEPENDENT AUDITOR'S REPORT
REQUIRED BY OREGON STATE REGULATIONS (Continued)

COMPLIANCE (Continued)

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

OAR 162-10-230 INTERNAL CONTROL

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

Our report on internal control over financial reporting and on compliance and other matters
based on an audit of financial statements in accordance with Government AUditing Standards
follows this report.

~

001
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

November 29, 2010

To the City Council
City of Lake Oswego, Oregon
Lake Oswego, Oregon

We have audited the 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, 2010, which collectively comprise the City's basic financial
statements, and have issued our report thereon dated November 29, 2010, We
conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financiai audits contained
in Government Auditing Standards, issued by the Comptroller General of the United
States,

This report is intended solely for the information and use of the Council members, Oregon
Secretary of Stale Audits Division, and management and is not intended to be and should not
be used by anyone other than these speCified parties,

~~.(~, U);..,..:" l....,. ,
Certified Public Accountants

c .....
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INTERNAL CONTROL OVER FINANCIAL REPORTING

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

A deficiency in internal control exists when the design or operation of a control does
not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct misstatements on a timely
basis. A material weakness is a deficiency, or combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the
entity's financial statements will not be prevented, or detected and corrected on a
timely basis.

Our consideration of internal control over financial reporting was for the limited
purpose described in the first paragraph of this section and was not designed to
identify all deficiencies in internal control over financial reporting that might be
deficiencies, significant deficiencies or material weaknesses, We did not identify any
deficiencies in internal control over financial reporting that we consider to be material
weaknesses, as defined above.

COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether the City's financial
statements are free of materia! misstatement, we performed tests of its compliance
with certain provisions of laws, regulations, contracts and grant agreements,
noncompliance with which could have a direct and material effect on the

143
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS <Continued)

COMPLIANCE AND OTHER MATTERS' (Continued)

determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit and, accordingly, we do not express such
an opinion. The results of our tests disclosed no instances of noncompliance or other matters
that are required to be reported under Government Auditing Standards

This report is intended solely for the information and use of management and the City Council
and is not intended to be and should not be used by anyone other than those specified parties.

~I';,01- /4.,0!..- 4 {).1v.,,;~/t-. I (...P.. ,
Certified Public Accountants
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K&LIGATES K&l Gates lLF

222 SW Columbia Street
Suite 1400
Portland. OR 97201-6632

City of Lake Oswego
380 "A" Avenue
Lake Oswego. Oregon 97034

1503.228.3200

September 20. 20 tt

Raymond James & Associates, Inc.
1715 Aaron Brenner Drive, Suite 400
Memphis, Tennessee 38120

•...~8ates.com

Subject: $3,540,000 City of Lake Oswego, Oregon, General Obligation Reftmding Bonds, Series 201lA

Ladies and Gentlemen:

We have acted as bond counsel in connection with the issuance by the City of Lake Oswego,
Oregon (the "City") of its General Obligation Refunding Bonds, Series 201lA (the "Bonds"), which are dated
September 20, 20 II and are in the aggregate principal amount of $3,540,000. The Bonds are authorized by Oregon
Revised Statutes Section 287A.360, City Resolution No. II-51 adopted by the City Council on September 6, 2011,
and a Bond Declaration dated the date of delivery of the Bonds (collectively, the "Resolution").

We have examined the law and such certified proceedings and other documents as we deem
necessary to render this opinion.

We have not been engaged or undertaken to review the accuracy, completeness or sufficiency of
the official statement or other offering materials relating to the Bonds, and we express no opinion relating thereto,
excepting only the matters set forth as our opinion in the official statement.

Regarding questions of fact material to our opinion, we have relied on representations of the City
in the Resolution and in the certified proceedings and on other certifications of public officials and others furnished
to us without undertaking to verify the same by independent investigation.

Based on the foregoing, we are of the opinion that, under existing law:

I. The Bonds have been legally authorized, sold and issued under and pursuant to the
Constitution and Statutes of the State of Oregon, the City Charter, and the Resolution. The Bonds constitute valid
and legally binding general obligations of the City that are enforceable in accordance with their tenns.

2. The City has pledged its full faith and credit to the payment of the Bonds. The Bonds are
payable from ad valorem taxes which may be levied without limitation as to rate or amount on all taxable property
within the boundaries of the City.

3. Interest on the Bonds is excludable from gross income for federal income tax purposes
and is not an item of tax preference for purposes of the federal alternative minimum tax imposed on individuals and
corporations; however, such interest is taken into account in determining adjusted current earnings for the purpose of
computing the federal alternative minimum tax imposed on certain corporations. The portion of this opinion set
forth in this paragraph is subject to the condition that the City comply with all requirements of the Internal Revenue
Code of 1986, as amended (the "Code"), that must be satisfied subsequent to the issuance of the Bonds in order that
the interest thereon be, and continue to be, excludable from gross income for federal income tax purposes. The City
has covenanted to comply with all such requirements. Failure to comply with certain of such requirements may
cause interest on the Bonds to be included in gross income for federal income tax purposes retroactively to the date
of issuance of the Bonds.

4. Interest on the Bonds is exempt from Oregon personal income tax.

We note that the Bonds are deemed to be designated as "qualified tax-exempt obligations" within
the meaning of Section 265(b)(3)(B) of the Code.



K&LIGATES

Legal Opinion
September 20, 20 II
Page 2

Except as expressly stated above, we express no opinion regarding any other federal or state
income tax consequences of acquiring, carrying, owning or disposing of the Bonds. Owners of the Bonds should
consult their tax advisors regarding the applicability of any collateral tax consequences of owning the Bonds, which
may include original issue discount, original issue premium, purchase at a market discount or at a premium, taxation
upon sale, redemption or other disposition, and various withholding requirements.

The portion of this opinion that is set forth in paragraph 1, above, is qualified only to the extent
that enforceability of the Bonds may be limited by or rendered ineffective by (i) bankruptcy, insolvency, fraudulent
conveyance, reorganization, moratorium and other similar laws affecting creditors' rights generally; (ii) the
application of equitable principles and the exercise ofjudicial discretion in appropriate cases; (iii) common law and
statutes affecting the enforceability of contractual obligations generally; (iv) principles of public policy concerning,
affecting or limiting the enforcement of rights or remedies against governmental entities such as the City.

This opinion is given as of the date hereof and is based on existing law, and we assume no
obligation to update, revise, or supplement this opinion to reflect any facts or circumstances that may hereafter come
to our attention or any changes in law that may hereafter occur or become effective.

This opinion is limited to matters of Oregon law and applicable federal law, and we assume no
responsibility as to the applicability of laws of other jurisdictions.

This opinion is provided to you as a legal opinion only, and not as a guaranty or warranty of the
matters discussed herein. No opinions may be inferred or implied beyond the matters expressly stated herein. No
qualification, limitation or exception contained herein shall be construed in any way to limit the scope of the other
qualifications, limitations and exceptions. For purposes of this opinion, the tenns "law" and "laws" do not include
unpublished judicial decisions, and we disclaim the effect of any such decision on this opinion.

This opinion is given solely for your benefit in connection with the Bonds and may not be relied
on in any manner or for any purpose by any person or entity other than the addressees listed above and the owners of
the Bonds, nor may copies be furnished to any other person or entity, without the prior written consent ofK&L
Gates LLP.

We have served only as bond counsel to the City in connection with the Bonds and have not
represented any other party in connection with the Bonds. Therefore, no attorney-client relationship shall arise by
virtue of our addressing this opinion to persons other than the City.

Respectfully submitted,

K&L GATES LLP

Lawyers
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CONTINUING DISCLOSURE CERTIFICATE

$3,540,000
City of Lake Oswego, Oregon

General Obligation Refunding Bonds
Series 20 II A

This Continuing Disclosure Certificate (the "Certificate") is executed and delivered by the
City of Lake Oswego, Oregon (the "Issuer") in connection with the issuance of the Issuer's General
Obligation Refunding Bonds, Series 201lA (the "Securities").

Section I. Purpose of Certificate. This Certificate constitutes the Issuer's written
undertaking for the benefit of the holders of the Securities and to assist the underwriters of the
Securities in complying with paragraph (b)(5) of the United States Securities and Exchange
Commission Rule 15c2-12 (17 C.F.R. § 240.15c2-12) as amended (the "Rule").

Section 2. Definitions. Unless the context otherwise requires, the terms defined in this
Section shall, for 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 Securities, including persons
holding Securities through nominees or depositories.

"Commission" means the United States Securities and Exchange Commission.

"MSRB" means the United States Municipal Securities Rulemaking Board or any
successor to its functions.

"Official Statement" means the final official statement for the Securities dated.
September 8, 20 I 1.

"Rule" means the Commission's Rule 15c2-12 under the Securities Exchange Act
of 1934, as it has been and may be amended.

Section 3. Financial Information. The Issuer agrees to provide or cause to be provided to
the MSRB, the Issuer's latest publiCly available annual financial statements prepared in
accordance with the Oregon Local Budget Law (or any successor statute) and in accordance with
generally accepted accounting principles so prescribed by the Governmental Accounting
Standards Board (or its successors) and generally of the type included in the Official Statement
under the heading "Appendix B: Comprehensive Annual Financial Report for the Fiscal Year
Ended June 30, 2010."

To the extent not included in its annual financial statements, the Issuer shall also provide
information, of the type set forth in the Official Statement, containing: (I) the total real market
value and total assessed value of property within the Issuer (as indicated in the records of the
county assessors); (2) the amount or rate of property taxes levied by the Issuer for the fiscal year,
and the amount of property taxes the Issuer received during the fiscal year; (3) the aggregate tax

Page I - Continuing Disclosure Certificate



rate for all ad valorem property taxes levied within the boundaries of the Issuer; and, (4) the total
principal amount of general obligation bonds and other tax-supported obligations of the Issuer
which are outstanding at the end of the fiscal year.

Section 4. Timing. The information described in the preceding paragraph shall be
provided on or before nine months after the end of the Issuer's fiscal year, commencing with
information for fiscal ycar 20 I0-20 II. The information described in the preceding paragraph
will be providcd in the form of audited financial statements if they are then available, and
otherwise will be provided in the form of unaudited financial statements. The Issuer's current
fiscal year ends June 30. The Issuer may adjust this fiscal year by providing written notice of the
change of fiscal year to the MSRB. In lieu of providing this annual financial information
separately, the Issuer may cross-reference to other documents provided to the MSRB.

The Issuer agrees to provide or cause to be provided, in a timely manner, to the MSRB
notice of its failure to provide the annual financial information described in Section 3 on or prior
to the date set forth in the preceding paragraph.

Ifnot provided as part of the annual financial information discussed above, the Issuer
shall provide the Issuer's audited annual financial statement prepared in accordance with the
Oregon Local Budget Law (or any successor statute) and in accordance with generally accepted
accounting principles so prescribed by the Governmental Accounting Standards Board (or its
successors) when and if available to the MSRB.

Section 5. Material Events. The Issuer agrees to provide or cause to be provided to the
MSRB, in a timely manner not in excess often business days after the occurrence of the event,
notice of any of the following events with respect to the Securities:

1. Principal and interest payment delinquencies;

2. Non-payment related defaults, if material;

3. Unscheduled draws on debt service reserves reflecting financial
difficulties;

4. Unscheduled draws on credit enhancements reflecting financial
difficulties;

5. Substitution of credit or liquidity providers or their failure to
perform;

6. Adverse tax opinions, the issuance by the Internal Revenue Service
of proposed or final determinations of taxability, Notices of Proposed Issue (IRS Form
5701-TEB) or other material notices or determinations with respect to the tax status of
the security, or other material events affecting the tax status of the Security;

7. Modifications to the rights of Security holders, if material;

8. Bond calls, if material, and tender offers;

9. Defeasances;

Page 2 - Continuing Disclosure Certificate



10. Release, substitution or sale of property securing repayment of the
Securities, if material;

1J. Rating changes;

J2. Bankruptcy, insolvency, receivership or similar event of the
obligated person; (Note: For the purposes of the event identified in this paragraph 12, the
event is considercd 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
United States 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 governing 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.);

J3. 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, if material;

J4. Appointment of a successor or additional trustee or the change of
name of a trustee, if material.

Section 6. Termination/Modification. The Issuer's obligations to provide notices of
material events shall terminate upon the legal defeasance, prior redemption or payment in full of
all of the Securities. This Certificate, or any provision hereof, shall be null and void if the Issuer
(a) 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 Securities; and (b) notifies the MSRB of such
opinion and the cancellation of this Certificate.

Section 7. Amendment. Notwithstanding any other provision of this Certificate, the
Issuer may amend this Certificate, and any provision of this Certificate may be waived, provided
that the following conditions are satisfied:

A. If the amendment or waiver relates to the provisions of Sections 3 or 5
hereof, it 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
Issuer with respect to the Securities, or the type of business conducted;

B. The undertaking, as amended or taking into account such waiver, would,
in the opinion of nationally recognized bond counsel, have complied with the requirements of
the Rule at the time of the original issuance of the Securities, after taking into account any
amendments or interpretations of the Rule, as well as any change in circumstances; and
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C. The amendment or waiver either (i) is approved by the owners of the
Securities or (ii) docs not, in the opinion of nationally recognized bond counsel, materially
impair the interests of the owners or Beneficial Owners of the Securities.

In the event of any amendment or waiver of a provision of this Certificate, the Issuer
shall describe such amendment in the next annual report, and shall include, as applicable, a
narrative explanation of the reason for the amendment or waiver and its impact on the type (or in
the case of a change of accounting principles, on the presentation) of financial information or
operating data being presented by the Issuer. In addition, if the amendment rclates to the
accounting principles to be followed in preparing financial statements, (i) notice of such change
shall be given in the same manner as for a material event under Section 5 hereof, and (ii) the
annual report for the year in which the change is made should present a comparison (in narrative
form and also, if feasible, in quantitative form) between the financial statements as prepared on
the basis of the new accounting principles and those prepared on the basis of the former
accounting principles.

Section 8. Securities Owner's Remedies Under This Certificate. The right of any holder
of Securities or Beneficial Owner of Securities to enforce the provisions of this Certificate shall
be limited to a right to obtain specific enforcement of the Issuer's obligations hereunder, and any
failure by the Issuer to comply with the provisions of this undertaking shall not be an event of
default with respect to the obligations hereunder.

Section 9. Form ofInformation. All information required to be provided under this
certificate will be provided in an electronic format as prescribed by the MSRB and with the
identifYing information prescribed by the MSRB.

Section 10. Submitting Information Through EMMA. So long as the MSRB continues to
approve the use of the Electronic Municipal Market Access ("EMMA") continuing disclosure
service, any information required to be provided to the MSRB under this Certificate may be
provided through EMMA. As of the date of this Certificate, the web portal for EMMA is
emma.msrb.org.

Section II. Choice ofLaw. 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 offederal securities laws, including the Rule, this Certificate shall be construed in
accordance with such federal securities laws and official interpretations thereof.

Dated as of the 20th day of September, 2011.

City of Lake Oswego, Oregon

City Official
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APPENDIXE

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

I. 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 ofCede & 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 alJDunt 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 de pository, 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
clectronic computerized book-entry transfers and pledges between Direct Participants' accounts.
This eliminates the need for physical movement ofsecurities 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 Thc 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 a Standard & Poor's
rating of AA+. 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.

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

'OTCC.
The Depository Trust &
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of each actual purchaser of each Security ("Beneficial Owner") is in tum to bc 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 Partieipant 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 ofBencficial 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 registercd in the name ofDTC's partnership nominee, Cede & Co., or such other name as
may be requested by an authorized representative ofDTC. The dcposit 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 mayor 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 ofSecurities may
wish to take certain steps to augment the transmission to them ofnotices ofsignificant 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. Ifless 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

'DTCC.
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corresponding detail information from Issuer or Agent, on payable date in accordance with their
respeetive holdings shown on DTC's records. Payrrcnts by Partieipants to Benefieial Owners will
be governed by standing instruetions and customary praetiees, as is the ease with seeurities held for
the aeeounts of eustomers in bearer form or registered in "street name," and will be the responsibility
of such Partieipant and not of DTC, Agent, or Issuer, subjeet 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 Partieipants will be the responsibility ofDTC, and disbursement ofsueh payments to the
Beneficial Owners will be the responsibility of Direet and Indirect Partieipants.

9. A Benefieial Owner shall give notiee to elect to have its Seeurities purehased or
tendered, through its Partieipant, to [Tender/Remarketing] Agent, and shall effect delivery of sueh
Seeurities by causing the Direct Participant to transferthe Participant's interest in the Seeurities, on
DTC's records, to [Tender/Remarketing] Agent. The requirement for physieal delivery ofSecurities
in eonnection with an optional tender or a mandatory purehase will be deemed satisfied when the
ownership rights in the Seeurities are transf erred by Direet Partieipants on DTC's reeords and
followed by a book-entry credit of tendered Seeurities to [Tender/Remarketing] Agent's DTC
aeeount.

10. DTC may diseontinue providing its serviees as depository with respeet to the Seeurities
at any time by giving reasonable notiee to Issuer or Agent. Under sueh eircumstanees, in the event
that a sueeessor depository is not obtained, Seeurity eertifieates are required to be printed and
delivered.

II. Issuer may decide to discontinue use ofthe system ofbook-entry-only transfers through
DTC (or a sueeessor seeurities depository). In that event, Security eertifieates will be printed and
delivered to DTC.

12. The information in this section eoncerning DTC and DTC's book-entry system has
been obtained from sourees that Issuer believes tobe reliable, but Issuer takes no responsibility for
the aeeuraey thereof.
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Blanket Issuer Letter of Representations
[To be Completed by Issuer]

City of Lake Oswego, Oregon
[Name of issuer]

September I, 1996
[Dat~:

Attention: Underwrtting Department - Eligibility
The Depository Trust Company
55 Water Street; 50th Floor
New York, NY 10041-0099

Ladies and Gentlemen:

This letter sets forth our understanding with respect to all issues (the "Securities") that Issuer

shall request be made eligible for deposit.by The Depository Trust Company ("DTC").

To induce DTC to accept the Securities as eligible for deposit at DTC, and to act in accordance

with DTC's Rules with respect to the Securities, Issuer represents to DTC that Issuer will comply

with the requirements stated in DTC's Operational Arrangements, as they may be amended from

time to time.

Note:
Schedule A contains statements that DTC believes
accurately describe DTC. the method of effecting: book­
entry transfers of securities distributed through DTC, and
certain related matters. . .

Received and Accepted:

Very truly your.;,

City of Lake Oswego, Oregon

Robert Kincaid, Asst. City Manager
(Typewrite Name &: Title)

380 A Avenue
(Street Add:ess)

Lake Oswego, Oregon 97034
(City) (StateJ (Zip)

503-635-0220
(Phone Number)




