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 2011A

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 Statcment:

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 201 1A Bonds is excludable from gross
income for federal income tax purposes and is not an itemn of tax preference for purposes of the federal
alternative mimmum tax imposed on individual and corporations; however, interest on the 201 1A 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 2011A Bonds, including
investment restrictions, periodic payments of arbitrage profits to the United States, requirements regarding
the usc of proceeds of the 2011A Bonds and the facilities financed or refinanced with proceeds of the
2011A Bonds and certain other matters. The City has covenanted to comply with all applicable
requirerments.

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 2011A Bonds could be included in gross
income for federal income tax purposes retroactively to the date of issnance of the 2011 A 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 2011A Bonds.
Owners of the 2011 A Bonds should consult their tax advisors regarding the applicability of any collateral
tax consequences of owning the 2011A 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 2011 A Bonds should be aware that ownership of the 2011A 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 2011A Bonds. Bond Counsel expresses no opinion regarding any collateral tax consequences.
Prospective purchasers of the 201{A Bonds should consult their tax advisors regarding coflateral federal
income tax consequences,



Bond Counsel’s opinion only_addresses laws in effect on the date of delivery of the 2011A Bonds.
Subsequent changes in federal law may reduce or eliminate favorable tax treatment of the 201 1A Bonds.

Payments of interest on tax-exempt obligations such as the 2011A Bonds, are in many cases required to be
reported to the Internal Revenue Service (the “IRS”). Additionally, backup withhelding 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 2011A Bonds. Owners of the 201 1A 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 2011 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 201 1A Bonds until the audit is concluded, regardless of the ultimate outcome.

ORIGINAL ISSUE PREMIUM

The inittal public offering price of certain 2011 A Bonds is greater than the amount payable on those 201 1A
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 2011A Bonds as “qualified tax-exempt obligations” within the meaning of
Section 265{b)(3)(B) of the Cede.

OREGON STATE TAX EXEMPTION

In the opinion of Bond Counsel, interest on the 2011 A Bonds is exempt from Oregon personal income tax
under existing law.

RECENT LEGISLATIVE PROPOSAL

On September 12, 2011, President Obama submiticd the "American Jobs Act of 2011" {the *2011 Jobs

Act™) to Congress. [f the 2011 Jobs Act is enacted in its current form,_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 vears beginning on or after January 1, 2013, and would apply to

existing tax-exempt bonds, including the 2011 A Bonds, as well as tax-exempt bonds issued in the future
Neither the City nor Bond Counsel can predict whether the 2011 Jobs Act, modifications of it, or similar

legislation will be approved by Congress. Purchasers of the 201 1A Bonds should consult their own tax

advisors regarding the impact of any potential change_in federal law on the treatment of interest on the
201 LA Bonds.

References to the Official Statement

All references to the “Official Statement” are deemed to be references to the Official
Statement dated September 8, 2011, as supplemented by this supplement which is dated
September 15, 2011.

-end of supplement to Official Statement dated September 8, 2011-



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

NEW ISSUE -- COMPETITIVE RATINGS: Moody's Aaa
Book-Entry-Only S&P AAA
Bank Qualified See “RATINGS” herein.

in the opinion of K&L Gates LLP, Bond Counsel to the City (“Bond Counsel”), assuming compliance with certain covenants of the City, interest on the 20114
Bonds is excluduble from gross income for federal income 1ax purposes under existing law and interest on the 20114 Bonds is not an item of tax preference for
purposes of the federal alternative minimum tax imposed on Individwal and corporations; however, inierest on the 20114 Bonds is included in adjusted curvent
earnings for the purpose of computing the federal alternative minimum tax imposed on certain corporations. See “Tax Matters™ herein for a discussion of the
opinion of Bond Counsel, In the opinion of Bond Counsel, interest on the 20114 Bonds is exempt from Oregon personal income tax under existing law, The City
has designated the 20114 Bonds as "qualified tax-exempt obligations” within the meaning of Section 265(b)(3)(B) of the 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 2011 A (the “201 1A Bonds™), will be issued by the City of Lake Oswego, Oregon (the “City™),
in bock-entry-only form in denominations of $5,000 or integral multiples thereof. The 2011A 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 2011A Bonds remain in the book-entry-only system, principal and intcrest 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 DTC, who in tum will be required to distribute such payments to DTC Participants for ultimate distribution to Beneficial
Owners. Interest is payable semiannually on December 1 and June 1 of each year, commencing June 1, 2012.

The proceeds of the sale of the 201 1A Bonds will be used to refund certain cutstanding general obligation bonds of the 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 2011A 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 sufficient amount to pay the 2011A Bonds promptly
as they mature. The City covenanis to levy this tax each year untit all the 2011 A Bonds are paid. This tax will be in addition to all other taxes
of the City, and Ihis tax shall not be limited in rate, amount or otherwise, by Sections 1 or 11b of Article XI of the Oregon Constitution.

The 2011A Bonds are not subject to optional or mandatory redemption

Maturity Schedule Appears Inside Cover

This cover page contains certain information for guick reference only. Tt 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 201 1A Bonds via compelitive sale on September 8, 2011. The 201 1 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. 1t is expected that the
201 1A Bonds will be available for delivery to the Registrar for Fast Automated Securities Transfer on behalf of DTC, on or about September
20, 2011 (“Date of Delivery™).

WESTERN Western Financial Group, LLC
PN 333 State Street

Lake Oswego, Oregon 97034



Maturity Schedule

Due Principal Interest CuUsIP #
June 1 Amount Rate Yield 5103901
2012 £375,000 2.00% 0.25% uUT2
2013 365,000 2.00 0.30 uu9
2014 375,000 2.00 0.40 uvi?
2015 385,000 2.00 0.55 Uws
2016 390,000 2.00 0.85 Ux3
2017 400,000 2.00 1.15 Uyt
2018 405,000 2.00 1.40 UZsg
2019 420,000 2.00 1.65 VA2
2020 425,000 2.00 1.90 VBO

F 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 2011 A Bonds. Ne assurance can be given that the CUSIP numbers for the 2011A Bonds will remain the same after
the date of issuance and delivery of the 201 1A Bonds.

No dealer, broker, salesperson or any other person has been authorized by the City to give any information or t¢ make any representations
other than those contained in this Official Statement in conneclion with the offering contained herein, and, if given or made, such information
or representations must not be telied upon. This Official Statement does not constitute an offer or solicitation of an offer to buy nor shall
there be any sale of the 201 1A Bonds by any person-in any jurisdiction in which it is unlawful for such offer, solicitation or sale.

The information set forth herein has been obtained from the City, DTC, and other sources that are believed to be reltable. The information
and expressions of opinion herein are subject to change without notice, and neither the delivery or this Official Statement nor any sale made
thereafter shall under any circumstances create any implication that there has been no change in the affairs of the City or in any other
information contained herein since the date hereof.

This Official Statement contains “forward-looking statements” within the meaning of the federal securities laws. These forward-looking
statements include, among others, statements concerning expectations, beliefs, opinions, future plans and strategies, anticipated events or
trends and similar expressions concerning matters that are not historical facts. The forward-looking statements in this Official Statemnent 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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OFFICIAL STATEMENT FOR THE
CITY OF LAKE OSWEGOQO, OREGON
$3,540,000 General Obligation Refunding Bonds, Series 2011A

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”) fumishes 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 information concerning the City and the 2011 A Bonds.

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

DESCRIPTION OF THE 2011A BONDS

PRINCIPAL AMOUNT, DATE, INTEREST RATE AND MATURITIES

The 2011A 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 2011A Bonds will mature on the dates and in the principal amounts, and will bear interest payable
semi-annually on December 1 and June |, commencing June 1, 2012 at the rates as set forth on the inside cover of this
Official Statement. The 2011A 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 201 1A 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 (“DTC”), who in turn will be required to distribute such payments to its participants (the “DTC
Participants™) for ultimate distribution to Beneficial Owners (as defined herein).

AUTHORIZATION AND PURPOSE OF ISSUANCE

The 2011A Bonds are being issued pursuant to an approving vote of the electors of the City on November 3, 1998, ORS
287A.360 that permits the City to issue refunding bonds, and a Bond Declaration that is dated the date of delivery of the
2011 A Bonds (the “Bond Declaration™), a form of which is included in APPENDIX A, The 20} 1A Bonds are to be issued
subject to the City Council’s adoption of a Bond Resolution on September 6, 2011, If the Council does not approve the Bond
Resoiution, the 2011A Bonds will not be sold.

The proceeds of the sale of the 2011A Bonds will be used to refund all of the City’s outstanding General Obligation Bonds,
Series 2001 to achieve debt service savings and to pay the costs of issuing the 2011A Bonds. The Generat 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 2011A 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 determine that
the 201 1A Bonds will not be offered and sold.

REDEMPTION OF THE 2011A BONDS
The 2011A Bonds are not subject to optional or mandatory redemption.
PAYING AGENT, REGISTRATION

The 2011A 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 201 1A Bonds are in book-entry only fonn, Beneficial Owners may transfer the 2011 A Bonds only through DTC.
If the 201 1A Bonds cease to be in book-entry only form, the 201 1A Bonds may be transferred upon the books of the Paying
Agent as provided in the Bond Declaration,



SECURITY FOR THE 2011A BONDS

The 2011A Bonds are general cbligations of the City. The City pledges its full faith and credit to pay the 2011A 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 2011 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 11
or 11b of Article X1 of the Oregon Constitution,

The 2011A 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 201 1A Bonds are estimated to be applied as shown in Table 1.

Table 1 — Sources and Uses of Funds

Sources of Funds:
Par Amount

Original Issue Premium
Total Sources of Funds

Uses of Funds:
Deposit to Escrow
Cost of Issuance
Underwriters” Discount
Total Uses of Funds

Source: City of Lake Oswego.,

$3,540,000.00
120.280.50
£3,660,280.50

$3,611,683.19
35,419.66
13,177.65
33,660,280.50




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’

Fiscal Year Total G.O. Debt
Ending Outstanding Less: Refunded 2011A Bonds (this issue) Service
June 30 G.0. Bonds Bonds’ Principal Interest Requirements

2011 $3,359,922 -3 490,815 $2,869,107
2012 3,367,369 -196,415 £ 375,000 $ 49,363 3,295,317
2013 2,698,050 -495,775 365,000 63,300 2,630,575
2014 2,380,965 -499,090 375,000 56,000 2,312,875
2015 2,381,734 -496,278 385,000 48,500 2,318,956
2016 2,087,901 -497,558 390,000 40,800 2.021,143
2017 1,787,359 -497.570 400,000 33,000 1,722,789
2018 1,795,001 -501,500 405,000 25,000 1,723,501
2019 1,258,051 -498,750 420,000 16,900 1,196,201
2020 699,044 -490,815 425,000 8,500 641,729
2021 764,675 764,675
Total §22,580,071 -54,964.566 §3,540,000 $341,363 521,496,868

1. 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,

Date Maturitics Redemption Redemption Principal
Issued to be Prepaid Date Price Amount Redeemed
05/01/2001 2012-2020 10/11/2011 100% $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 2011 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 11, 2011,



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 form of
government. The Mayor and six councilors are elected at large on a non-partisan basis for overlapping four-year terms. The
City provides a broad range of urban services to its residents, including police and fire, land use planning and zoning, streets,
water, wastewater and surface water collection and treatment, recreation and library services.

CITY COUNCIL

Current members of the Council are shown in the foliowing table.

Table 3 — City Council

Board Member Occupation Term Expires
Jack D. Hoffman, Mayor Attorney, Dunn Camey Allen Higgins & Tongue 12/31/12
Jeff Gudman Businessman, investor 12/31/14
Donna Jordan Background in public relations and advertising management 12/31/14
Mary Olson Background in accounting and financial management 12/31/12
Sally Moncrieff Community activist and volunteer 12/31/12
Bill Tierney Manager, Portland General Electric 12/31/12

Mike Kehoe Business owner 12/31/14

Source: City of Lake Oswego.

KEY CITY ADMINISTRATION AND MANAGEMENT

Alex D. Mclntyre, City Manager, was hired as the City’s manager in May 2008, Mr. Mclntyre’s previous experience
includes positions as Town Manager of Tiburon, California and Assistant County Manager and Budget Director for Marin »
County, California. Mr. Mclntyre 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 Director, joined the City in November 2009. Ms. Euler comes from an auditing and private
accounting background, and previously werked 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, 2011, the City had 303 full-time employees, 25 part-time employees and 222 temporary/seasonal employees.
The majonity 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

Number of Termination Date of
BARGAINING UNIT Employees Current Contract
Lake Oswego Police Officers Association 49 6/30/12
International Association of Firefighters 43 6/30/12
Lake Oswego Municipal Employees Association 155 6/30/12

Source: City of Lake Oswego




CITY FINANCIAL INFORMATION

FISCAL YEAR
The fiscal year for the City commences on July 1 and ends on June 30 of the following year.
SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the City have been prepared in conformity with generally accepted accounting principles {(GAAP)
as applied to government units. The Governmental Accounting Standards Board (GASB) is the accepted standard-setting
body for establishing governmental accounting and financial reporting principles.

BASIS OF ACCOUNTING

The government-wide financial statements are presented on a full accrual basis of accounting with an economic resource
measurement focus, as are the proprietary funds financial statements. An economic resource focus concentrates on an entity
or fund’s net assets. All transactions and events that affect the total economic resources (net assets) during the period are
reported. An economic resources measurements focus is inextricably connected with full accrual accounting. Under the full
accrual basis of accounting, revenues are recorded when eamed and expenses are recorded at the time liabilities are incurred,
regardless of the timing of related cash inflows and outflows. The City's accounting practices conform to GAAP.

The City has received the Certificate of Achievement for Excellence in Financial Reporting from the Government Finance
Officers Association of the United States and Canada (*GFOA™) for the Comprehensive Annual Financial Report every year
since its fiscal year ending 1992 audit report.

INDEPENDENT AUDIT REQUIREMENT

In accordance with the Oregon Municipal Audit Law (ORS 297.405 to 297.555) and ORS 297.990 an audit is conducted at
the end of each fiscal year by independent certified public accountants. This requirement has been complied with and the
financial statements have received an “unqualified opinion™ from the auditors. Such an opinion indicates there was no
limitation on the scope of the auditor's examination and the financial statements were prepared in accordance with GAAP.

The City's audits for the Fiscal Years ended June 30, 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 alt 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.



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 FY2010-2011. The FY2010-11 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 Budpet
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 4,150,000 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 352,000 850,000 443,600
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' - - 20,489,000
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® 19,756,000 10,703,000 12,213,000
Debt Service ! 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 23618013 16,067,013
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-term loan of same amount.
2. In 2011-2012 Adopted Budget, includes a one-time payment of $2.0 million in support of the Lake Qswego School District,

The remainder of page intentionally left blank.



Table 6 — General Fund Balance Sheets

As of June 30 2006 2007 2008 2009’ 2010
Assets and other debits
Cash & investments $5,472,431 $3,487,971 $3,568,655 $14,177,790 $9,074,051
Receivables
Property taxes 135,431 205,904 206,678 1,785,581 1,714,415
Accounts 222,043 219,790 337,676 725,427
Notes - - - - 1,576,267
Interest 12,930 8,527 -- - R
Due from other funds - - 226,023 -
Restricted cash and investments - - - 2,666,967 2,455,684
Restricted beneficial interest in trust - - - 3,295,233 3,622,106
Total assets & other debits $5,842,835 53,922,192 54,113,009 $22,877.021 $24,793,883
Liabilities & Fund Balances
Liabilities
Accounts payable $ 267,807 $ 272,107 $ 132,954 $756,321 $632,879
Salaries and benefits payable 535,950 200,668 190,587 260,043 238,330
Refundable deposits - - - 204,083 112,208
Deferred revenue 121,004 192,659 185,522 1,653,596 1,373,953 ’
Total liabtilities 924,761 665,434 509,063 2,874,043 2,357,370
Fund balances
Reserved for library & community center - - - 3,295,233 3,622,106
Reserved for building fees and permits - - - 2,653,658 2,455,684
Unreserved — undesignated 4.918,074 3,256,758 3,603,946 14,054,087 16,358,723
Total fund balances 4,918,074 3,256,758 3,603,946 20,002,978 22,436,513
Total liabilities & fund balances $5,842.835 $3,922,192 $4,113,009 $22,877,021 $24,793,883

1. Beginning with FY 2008-09, Parks and Recreation, Community Development, Public Safety, Community Services (including Library

Services) were combined into one General Fund consolidating all assets, liabilities and fund balances.

Source; Denved from annual audited financial statements of the City.

The remainder of page intentionally left blank.



The following table reflects the General Fund Statement of Revenues, Expenditures and Changes in Fund Balance for the last
five years.

Tuable 7 — General Fund Statement of Revenues, Expenditures and Changes in Fund Balance

As of June 30 2006 2007 2008 2009 2010
Property taxes ' S 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 242379 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 * - 1,052,901 . - -
Intergovernmental expense - - - - 38,499
Capital outlay * 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) 1,523,184 178,899 2,828,035
Other financing sources (uses)
Operating transfers in 4 290,000 206,000 318,504 17,052,724 35,000
Transfers out * - - (1,494,500) (1,032,591) (432,000)
Proceeds from sale of capital assets - - - - 2,500
Proceeds from Line of Credit * - 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 of year® 54,918,074 $3,256,758 $3,603,946 $20,002,978 $22,436,513

1. 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-term debt.

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.




INVESTMENT POLICY

Oregon Revised Statues and the City’s investment policy authorize the City to invest primarily in general obligations of the
U.S. Govemment 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, 2011, the City had approximately $40,366,000 in the State of Oregon Local Government Investment Pool and
$10,200,000 invested in short-term Certificates of Deposit.

PENSION PLAN

General.  The City participates in a retirement pension benefit program under the State of QOregon Public Employees
Retirement System ("PERS" or the "System™). After six full months of employment, all City employees are required to
participate in PERS.

T1/T2 Pension Programs. Employees hired before August 29, 2003 participate in the "Tier 1" and "Tier 2" pension programs
(the "T1/T2 Pension Programs"). The benefits provided through the T1/T2 Pension Programs are based primarily on a
defined benefit pension model and provide retirement and disability benefits, annual cost-of-living adjustments, and death
benefits to members and their beneficiaries. Different benefit structures apply te participants depending on their date of hire.
Effective January 1, 2004, T1/T2 Pension Program participant contributions fund individual retirement accounts under the
separate defined contribution program described below.

OPSRP. Employees hired on or after August 29, 2003 participate in the Oregon Public Service Retirement Plan ("OPSRP™)
unless membership was previously established in the T1/T2 Pension Programs. OPSRP is a hybrid defined contribution
defined benefit pension plan with two components. Employer contributions fund the defined benefit program and employee
contributions fund individual retirement accounts under the separate defined contribution program. Effective January 1,
2004, T1/T2 Pension Program participant contributions also fund individual retirement accounts under the 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 valvations 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 T1/T2 Pension Programs,
OPSRP and the PERS-sponsored Retirement Health Insurance Account program ("RHIA"™) described herein. Actuanal
valuations are performed 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 performed for the entire System {the “*System
Valuation™), and for each participating employer, including the City (the “City Valuation™). Valuations are released
approxhmately one year after the valuation date. PER’S current actuary is Mercer (US), Inc. (“Mercer™).

Valuation Release Date Rates Effective -
December 31, 2007 September 2008 July I, 2009-June 30, 2011
December 31, 2008 October 2009 Advisory only
December 31, 2009 September 2010 July 1, 2011-June 30, 2013

Employer Assets, Liabilities and Unfunded Actuarial Liabilities. An employer’s unfunded actuarial liability (“UAL”) is the
excess of the actuarially determined present value of the employer’s benefit obligations to employees over the existing
actuarially determined assets available to pay those benefits. For the T1/T2 Pension Programs, the City is pooled with the
State of Oregon and other local government and community college 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 proporiionate share of the
SLGRP’s pooled payroll (“City Allocated T1/T2 UAL™).

OPSRP’s assets and liabilities are pooled on a program-wide basis. These assets and liabilities are not tracked or calculated
on an employer basis. The City’s allocated share of OPSRP’s assets and liabilities is based on the City’s proportionate share
of OPSRP’s pooled payroll (the “City Allocated OPSRP UAL”).

Changes in the City’s relative growth in payroll will cause and other pool participants’ failure to pay their full employer
contributions may cause the City Allocated T1/T2 UAL and City Allocated OPSRP UAL to shift.



The City’s net unfunded pension UAL is the total of the City’s Allocated T1/T2 UAL, transitional surplus and Allocated
OPSRP UAL. The City’s net unfunded pension UAL 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 (2005 Valuation - .07
Allocated SLGRP T1/T2 UAL $37,023,488 £29,852,953
Transition iiabi]ityl(surp]us)I (2,886,683) (2,873,989)
Allocated OPSRP UAL 177,357 233,862
Net unfunded pension actuarial accrued
liability/(surplus) 534314,162 $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 rate poo! 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 (f) UAL amortization method of a
level percentage of payroll over 21 years {fixed) for the T1/T2 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 L and Tier I 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 I 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 miilion for T1/T2 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 of 3 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 performance of OPERF 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 determine 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 determined and reported.

The City received its actuarial report performed 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 on the implicit subsidy, as of August 1, 2010, the City’s UAL for its non-PERS OPEB was $4,22 millien,
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 15 $751,18). 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 T1/T2 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 360 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 RHIA benefits are 0.59% for the T1/T2 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 penls 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 of CCIS 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 $500,000 each claim and $5,000,000 agpgregate,
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 acling 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 ail 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 1, 2010, incrementally to $1,333,300, for causes of action arising on or after July 1, 2014, and before
July 1, 2015.

For causes of action arising on or after July 1, 2015, the liability limits for both a single claimant and all claimants will be
adjusted based on a determination by a State Court Administrator of the percentage increase or decrease in the cost of living



for the previous calendar year as provided in the formula in Oregon law. The adjustment may not exceed 3 percent for any
year.

Property Damage or Destruction Claim. The liability of a public body and its officers, employees and agents acting within
the scope of their employment or duties, for covered claims for damage and destruction of property that arise from causes of
action arising on or after July 1, 2009, are as follows: (a) $100,000, adjusted as described below, to any single claimant, and
(b) $500,000, adjusted as described below, to all claimants.

Beginning in 2010, these liability limits shall be adjusted based on a determination by a State Court Administrator of the
percentage increase or decrease in the cost of living for the previous calendar year as provided in the formula in Oregon law.
The adjustment may not exceed 3 percent for any year.
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CITY DEBT INFORMATION

Table 8 — Debt Ratios

Percent of
Values Per Capita RMV
2010 Estimated Population 36,845 - -
2010-11 Real Market Value (RMV) $ 8,094,242,425 5219,684 --
Total Direct Nei Debt! $ 18,570,000 § 504 0.2%
Overlapping Debt (as of 8/2/11) 130,077,581 3,530 1.6
Total Direct Net Debt and Overlapping Debt $148,647,581 $4,034 1.8%

1. 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 2011A Bonds and the City’s Full Faith and Credit Obligations, Series 2011 A (the
“2011A Obligations™) which are being issued concurrently with the 2011 A Bonds.

Note:  Outstanding debt information is calculated as of September 20, 2011 except for the overlapping debt calculation. The overlapping
debt calculation was performed by Debt Management Division, Oregon State Treasury as of August 2, 2011.

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

DEBT LIMITATION

General Obligation Bonds. ORS Chapter 287A limits the amount of certain general obligation bonds that an Oregon city
may have outstanding at any time to three percent of the real market value of the taxable property within the city. The
slatutory limitation does not apply to general obligation bonds issued for water, sanitary or storm sewers, sewage disposal
plants, hospitals, infirmaries, gas power, or lighting purposes, or the acquisition, establishment, or reconstruction of any 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 seif-supporting. The 2011A Bonds are general obligation
bonds and are subject to the debt limitation.

2010-11 RMV $8,094,242 425
Debt limitation (3% of RMV) 5242827273
Less applicable bonded debt $18.570.000
Remaining legal debt capacity $224.257,273
Percent of limit issued 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 X1, Section 11and 11B.

DEBT MANAGEMENT
The City has never defaulted on a debt obligation.
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OUTSTANDING OBLIGATIONS

Table 9 — Outstanding Obligations

Dated Maturity Amount
Date Date Amount Issued Qutstanding'
GENERAL OBLIGATION BONDS
General Obligation Bonds, Series 2001 (Open Space/Ficld Renovation) ! 5/1/01 6/1/20 $ 6,000,000 $ 3,550,000
Refunded Bonds' -3,550,000
General Obligation Bonds, Series 2003 2/1/03 6/1/22 14,735,000 8,650,000
(Open Space/Park Renovation/Refunding )
General Obligation Refunding Bonds, Series 2003A 5/1/03 6/1/13 6,030,000 1,270,000
General Obligation Refunding Bonds, Series 2006 10/1/06  6/1/1% 6,540,000 5,110,000
General Obligation Refunding Bonds, Series 2011A (this issue)' 9/20/11 61720 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 Fzith and Credit Obligations, Series 2010A° 9/29/10 6/1/35 35,000,000 35,000,000
Full Faith and Credit Obligations, Series 201 1AM 9/20/11  6/1/31 11,500,000 11,500,000
Total Debt Secured by the General Fund' $106,500,000 $106,500,000
REVENUE BONDS
Surface Water Revenue Bonds, Senies 2005 4/6/05 121123 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 $12,560,000 $10,815,000

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

with the 2011 A 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 limit of $20,156,913. The balance owed on the 2011 Credit Facility is $20,156,913 as of
September 20, 2011. This borrowing funded the purchase cost, development costs and other expenses related to the
Safeco/West End Property, a 14-acre site on Kruse Way that is being considered for some public purpose still to be
determined 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 $10 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-term bonds to refinance the line of credit on or prior to its
maturity on October 1, 2014.
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Table 10— Overlapping Debt (as of 8/2/2011)

Real Market Percent Gross Property-Tax Net Property-Tax
Overlapping District Valuation Overlapping Backed Debt ! Backed Debt ?
Governmental unit
Clackamas Communtty College $ 35,6064,395,610 0.27% 3 223,321 3 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 SD #3J (West Linn/Wilsonvilte) 7,591,047,720 0.00 223 223
Clackamas County SD #7J (Lake Oswego) 8,841,054,10 86.62 98,831,724 98,831,724
Metro 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 SD J (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 223,151,821,692 362 2,549,150 )}
Portland Community College 164,112,266,666 4.86 18,739,959 9,698,928
Tri-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

1. Gross Property-Tax Backed Debt includes all general obligation {(G.0.) bonds and full faith and credit borrowings.

2. Net Property-Tax Backed Debt is Gross Property-Tax Backed Debt less self-supporting untimited-tax G.Q. 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: (1) 35 to $10 million to take out the 2011 Credit Facility upen
the sale or development of the West End property; (2) approximately $3 to 6 million to replace a fire station; (3)
approximately 518 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 $22 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 360 million. The second bond issue in the
amount of $30 million is expected to occur in the Fall of 2014,
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Table 11 — City Levy Election History

Percent
Amount Votes Passed
Date Purpose Requested Yes No Margin (Failed)
5/20/08 West End Building/Recreational Facility $20,000,000 5,579 7486 (-1,907) (-57.30)
11/5/02  Parks, Open Space, Pathways 9,750,000 9,248 6,805 2,443 57.61%
11/3/98  Sports Field Renovation Open space acquisition 13,000,000 8,706 5,678 3,028 60.52
11/5/96 City/School Partnership (3-year Serial Levy) 1,157,222 9,968 6,612 3,356 60.12
5/21/96 G.O. Road Improvement Bonds 6,970,000 5,323 2919 2404  64.58
11/8/94 Tax Base 2,183,751 8414 5936 2478 58.63
9/20/94 G.O. Street Bonds 5,971,500 4,556 5,171 (-615) (-53.16)
9/20/94 Real Estate Transfer Tax NA 2,777 6,795  (-4,018) (-70.99)

Source: City of Lake Oswego.

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 permanent authority to levy property taxes for operations (“Permanent Rates”) up to a maximum rate (the “Operating
Tax Rate Limit™). Local governments that have never levied property taxes may request that voters approve a new Operating
Tax Rate Limit,

Local governments with operating tax rates may not increase the Operating Tax Rate Limits; rather they may request only
that voters approve limited term levies for operations or capital expenditures (“Local Option Levies™) or levies to repay
general obligation bonded indebtedness (“General Obligation Bond Levies”). The City’s Operating Tax Rate Limi{ is
$5.0353 per 51,000 of assessed property value. The City is currently levying $4.9703 which is below the maximum
permanent rate.

Local Option Levies that fund operating expenses are limited to five years, and Local Option Levies that are dedicated to
capital expenditures are limited to ten years.

Local governments impose property taxes by certifying their levies to the county assessor of the county in which the local
government is located. Property taxes ordinarily can only be levied once each Fiscal Year, which is July 1 through June 30.
The local government ordinarily must notify the county assessor of its levies by July 15.

Valuation of Property — Assessment. Property subject to taxation includes all privately owned real property (land, buildings
and improvements) and personal property (machinery, office furniture and equipment) for non-residential taxpayers. There is
no property tax on household furnishings (exempt since 1913), personal belongings, automobiles (exempt since 1920}, crops,
orchards, business inventories or intangible property such as stocks, bonds or bank accounts, except for centrally assessed
utilities, for which intangible personal property is subject to taxation. Forestland is subject to special assessment that
provides a reduction in property tax that would be paid if based on the real market value. Property used for charitable,
religious, fratermal and governmental purposes is exempt and reductions in assessments may be granted (upon application)
for veterans’ homesteads, farm and forest land, open space and historic buildings. The assessment roll, a listing of all taxable
property, is prepared as of January 1 of each year.

Property taxes are imposed on the assessed value of property. The assessed value of each parcel cannot exceed its fair market
value, and ordinarily is less than its fair market value. The assessed value of property was initially established as a result of
the enactment of a constitutional amendment. That amendment (now Article XI, Section 11 of the Oregon Constitution and
ofien 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 X1, Section 11b of the State Constitution separates property taxes into two
categories: one to fund the public school system (kindergarten through grade twelve school districts, education service
districts and community college districts) and one to fund government operations other than the public school system. Public
school system taxes are limited to $5 per $1,000 of the Real Market Value of property. Other government operations taxes
are limited to $10 per $1,000 of the Real Market Value of property. “Real Market Value™ is the minimum amount in cash
which could reasonably be expected by an informed seller acting without compulsion, from an inforined buyer acting without
compulsion, in an “arms-length” 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: (1) bonded
indebtedness authorized by a specific provision of the State Constitution; and (2} general obligation bonded indebtedness
incurred for capital construction or improvements approved by the electors of the issuer (such as the 2011A 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 resuit, the tax collection
record of each taxing unit is a pro-rata share of the total tax collection record of all taxing umts 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 of a tax lien on real property until three years have passed since

the first delinquency.

A Senior Citizen Property Tax Deferral Program (1963) allows certain homeowners to defer taxes until death or sale of the
home. A similar program is oftered for Disability Tax Deferral (2001), which does not have an age limitation,

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

Table 12 — Assessed Value and Estimated Real Market Value'

AV Total Direct Estimated AVasa % of
Fiscal Year Total * Tax Rate RMV? RMV
2000-01 $3,575,388,574 5.4535 $£4,691,116,668 76.2%
2001-02 3,827,983,317 54641 5,095,554,355 75.1
2002-03 4,015,551,440 5.8293 5,303,758,907 75.7
2003-04 4,163,400,360 6.0573 5,652,069,391 73.7
2004-05 4,342,601,515 6.2115 6,038,917,753 71.%
2005-06 4,513,623,589 6.1658 6,847,588,629 65.9
2006-07 4,738,215,630 6.0739 7.909,898,318 59.9
2007-08 4,995,251,340 6.0581 9,444,930,784 52.9
2008-09 5,071,782,358 6.0565 9,910,531,110 51.2
2009-10 5,286,444,776 6.0453 9,159,770,829 517
2010-11 5,462,945,518 5.9945 8,094,242,425 67.5

—

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, Multhomah and Washington County Assessor’s Offices.
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Table 13 — Property Tax Levies and Collections

Amount Collected Collections in Total
Taxes levied for the wiin fiscal year subsequent Total Collections
Fiscal Year fiscal year of levy Percent of Levy years Collections  Percent of Levy
1999-00 $20,052,420 $18,806,309 94% 5 704,602 $19,510,911 97%
2000-01 20,330,222 19,033,203 94 742,206 19,775,409 97
2001-02 21,895,955 20,480,001 54 741,174 21,221,175 97
2002-03 - 23,337,918 21,916,180 94 929,088 22,845,268 98
2003-04 25,095,597 23,680,518 94 860,394 24,540,912 98
2004-05 26,794,938 25,368,373 95 665,984 26,034,357 97
2005-06 27,658,109 26,338,108 95 659,393 26,997,501 98
2006-07 28,610,074 27,182,459 95 627,898 27,810,357 97
2007-08 30,078,019 28,329,781 94 743,762 29,073,543 97
20:08-09 31,529,026 29,507,399 94 719,498 30,226,897 96
2009-10 32,864,149 30,946,450 94 1,010,812 31,957,262 97
2010-11" 33,442,696 31,497,000 94 1,117,000 32,614,000 98
1. Estimated, unaudited,
Source: City of Lake Oswego.
Table 14 — Top 10 Property Taxpayers
Name Assessed 2010-11 Percent of
Taxes Assessed Value Total Value
Shorenstein Properties LLC $3,905,630 $234,640,864 4.30%
Oswego Lender LLC 608,193 37,641,970 0.69%
Property Reserve Inc. 555,942 31,981,953 0.59%
Gramor Development 441,590 27,642,800 0.51
Comecast Corporation 440,495 25,570,691 0.47%
Phoenix Commercial Investments LLC 410,872 25,302,799 0.46%
St. Paul Properties Inc. 342,498 20,215,000 0.37%
Portland General Electric Co. 325,282 19,703,021 0.36%
Kruse Way Centerpointe LLC 313,763 18,496,157 1.34%
Alliance Tax Advisors 297,975 18,304,363 0.34%
Total §7,642,240 $459,499,618 BA1%
Note; The City is located primarily in Clackamas County and the table presents major taxpayers in Clackamas County. The City’s
2000-1F AV 15 85463,015,518.
Source: Clackamas County Assessor's Office.
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Table 15— Property Tax Rates — Direct and Overlapping Governments — Rate per 31,000 of Assessed Value

Education Portland Lake Total Direct

Fiscal Basic - GO Debt Urban Total |Clackamas Service Comm.  Oswego and

Year Rate' Service Renewal’ | direct County District College _Sch. Dist. Metro Other’ [Overlappin
1999-00 5.0353  0.7912 - 5.8265 2.54 0.37 0.36 5.51 0.33 0.26 15.20
2000-01 47034 0.7501 - 5.4535 2.57 037 037 6.08 0.34 0.26 15.44
2001-02 4.7034  0.7607 - 5.4641 2.57 037 0.55 7.02 033 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 6.71 027 022 16.60
2004-05 48116  0.8689 0.5310 6.2115 248 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 17.07
2006-07 4.8066 0.7274 0.5399 6.0734 244 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 270 035 0.49 6.91 0.38 0.22 17.11
2009-10 4.7915  0.6247 0.6281 6.0453 317 0.35 0.61 6.91 0.41 0.22 17.72
2010-11 47924 (.5883 06138 59945 [ 316 0.35 1.04 6.65 0.39 0.22 17.80

1. 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.
Beginning with 2003, the urban renewal rates are separately stated.

g

3. Includes Port of Portland, Tri-Met, Lake Grove Park, and Vector Control taxing districts.

Source: City of Lake Oswego.
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ECONOMIC AND DEMOGRAPHIC INFORMATION

The City of Lake Oswego is located south of the Portland metropolitan area, in northwestern Oregon. [t 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 i1s 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. [t 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 ail 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 — Population Estimates and Economic Statistics

Clackamas County Clackamas County

Lake Oswego Personal income Per capita Personal  Clackamas County
Fiscal Year Populatign {in 000’s) Income Unemployment rate
2000 35,278 £12,635,175 $37,212 4.1%
2001 35,434 12,494,637 36,233 53
2002 35,580 12,672,189 36,037 6.9
2003 35,750 13,132,736 36,918 7.5
2004 35,759 13,876,687 38.471 6.7
2005 35,860 14,601,351 39,959 5.5
2006 36,350 15,872,775 42,796 4.8
2007 36,345 16,678,152 44,403 4.6
2008 36,590 17,203,458 45,126 5.7
2009 36,755 16,853,655 43,646 10.3
2010 36,845 Na' Na' 10.t

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

1980 1990 2000 2010
City of Lake Oswego 22,630 30,576 35,278 NA
Clackamas County 243,000 278,850 338,391 375,992
State of Oregon 2,639,915 2,842,321 3,421,399 3,831,704

1. Not available at this time. 2010 data is expected to be released August 6, 20t 1.

Source: Under State law, the State Board of Higher Education must estimate annually the population of Oregon cities and counties so
that shared revenues may be properly apportioned. The Center for Population Research and Census at Portland State
University performs this statutory duty. The population estimates are calculated as of July 1 of each year but are not certified
until the following January. Federal Census figures are published by the U.S. Bureau of Census. 2000 Census figures are
based on the 2000 Census Redistricting Data.
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Table 17 — Major Employers in the City 2011

2011 Estimated

Employer Product or Service Employment
Lake Oswego School District Education 568
City of Lake Oswego Government 354
Waggener Edstrom, Inc, Telecommunications & public relations 312
Stanford’s Restaurant Food service - restaurant 281
Micro Systems Engineering, Inc. Microelectronics manf—medical equipment 246
Mary’s Woods at Marylhurst Retirement and senior living 200
Jacobs Engineering Group Inc. Engincering 200
New Seasons Market, Inc. Grocery 173
PacifiCare of Oregon Insurance coverage & wellness plans 165
Autodesk, Inc. Software development 150
Otak, Inc. Architecture and engineering 145
Sabrix, Inc. Software development 135
The Olive Garden Italian Restaurant 131
Biotronik Inc. Medical equipment manufacturing 127
AAA Oregon/ldaho Travel services 125
The Pearl at Kruse Way Assisted living/retirement living 110
Hyperion Capital Group, LLC Mortgage lender 100
Source: City of Lake Oswego and NW Resources.
Table 18 — Major Employers in the Portland-Vancouver MSA (Oregon Portion) 2010

2010 Estimated
Employer Product or Service Employment'
U.8. Government Government 15,259
State of Oregon Government 15,325
Intel Corporation Semiconductor integrated circuits 15,228
Providence Health System Health care & health insurance 13,831
Oregon Health & Science University Health care & education 13,283
Fred Meyer Stores Grocery & retail variety chain 9,630
Kaiser Foundation Health Plan of the NW Healthcare 9,204
Legacy Health System Nonprofit health care 8,250
City of Portland Government 6,310
NIKE Inc. Sports shoes and apparel 6,000
Portland Public School District Education 5,101
Multnomah County Government 5,000
Beaverton School District Education 5,000
Wells Fargo Bank 4,861
Safeway Inc. Grocery chain 4,200
Portland Community College Education 4,000
Portland State University Education 3,868
U.S. Bank Bank 3,856

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

Source: State of Cregon Employment Department and Top Regional Employers — Portland Business Journal as of March 2011.
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TRANSPORTATION

Interstate Highway 3, 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
Porttand. 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 mstitutions of
higher education servicing the City’s citizens include Pacific University in Forest Grove, and Portland State University, Reed
College, Lewis and Clark College, the University of Portland, and the Oregon Heath and Science University in Portland, as
well as other public and private colleges located throughout the metropolitan area.

HEALTH CARE

Legacy Meridian Park Hospital, located southwest of the City, serves the health care needs of the vicinity and southwest of
the City and Kaiser Permanente operates a medical office complex. Other major health care facilities available to residents of
the City include St. Vincent Medical Center near Beaverton and Tuality Community Flospital 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 information on those areas as well as the City itself.

The remainder of page intentionally lefi blank.
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THE INITIATIVE PROCESS

The Oregon Constitution, Article IV, Section 1, reserves to the people of the State the initiative power to amend the State
constitution or to enact State legislation by placing measures on the statewide general election ballot for consideration by the
voters, Oregon law therefore permits any registered Oregon voter to file a proposed initiative with the Qregon Secretary of State’s
office without payment of fees or other burdensome requirements. Consequently, a large number of initiative measures are
submitted to the Oregon Secretary of State’s office, and a much smaller number of petitions obtain sufficient signatures to be
placed on the ballot.

Because many proposed initiative measures are submitted which do not qualify for the ballot, the City does not formally or
systematically monitor the impact of those measures or estimate their financial effect prior to the time the measures qualify for the
ballot. Consequently, the City does not ordinarily disclose information about proposed initiative measures that have not qualified
for the ballot.

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 povernor 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 intiative
petition for any measure on which the elector is entitled to vote.

The initiative petition must be submitted to the Secretary of State not less than four months prior to the general election at which
the proposed measure is to be voted upon. As a practical matter, proponents of an initiative have approximately two years in
which to gather the necessary number of signatures. State law permits persons circulating initiative petitions to pay money to
persons obtaining signatures for the petition.

Once an initiative measure has gathered a sufficient number of signatures and qualified for placement on the ballot, the State is
required to prepare a formal estimate of the measure’s financial impact. Typically, this estimate is limited to an evaluation of the
direct dollar impact only.

Historically, a larger number of initiative measures have qualified to be placed on the ballot than have been approved by the
electors. According to the Elections Division of the Oregon Secretary of State, the total number of initiative petitions that
qualified for the ballot and the numbers that passed in recent general elections are as follows.

INITIATIVE HISTORY

Table 19 - Initiative Petitions that Qualified and Passed (1998-2010)

Number of Number of
Year of Initiatives that Initiatives that
General Election Qualified Passed
1998 16 6
2000 18 4
2002 7 3
2004 6 2
2006 10 3
2008 8 0
2010 4 2

NOTE: The Secretary of State posts a listing of initiatives on its web site: www.so0s.state.or.us.

Source: Elections Division, Oregon Secretary of State.
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LITIGATION

There is no pending litigation questioning the validity of the Financing Agreement, the Escrow Agreement or the 201 1A 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 2011A Bonds. There is no litigation pending that would matenally affect the
finances of the City or affect the City’s ability to meet debt service requirements on the 2011 A Bonds.

LEGALITY

The validity of the 2011A Bonds and certain other legal matters 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 form of Bond Counsel
Opinion is included as APPENDIX C of this Official Statement. Bond Counsel undertakes no responsibility for the accuracy,
completeness, or fairness of this Official Statement.

TAX MATTERS

In the opinion of Bond Counsel, under existing law interest on the 2011 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 201 1A Bonds is included in adjusted current eamings 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 2011 A Bonds, including investment restrictions,
periodic payments of arbitrage profits to the United States, requirements regarding the use of proceeds of the 2011A Bonds and
the facilities financed or refinanced with proceeds of the 201 1A 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 mcomplete, interest on the 201 1A Bonds could be included
in gross income for federal income tax purposes retroactively to the date of issuance of the 201 1A 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 2011A Bonds. Owners of the 2011A Bonds
should consuit their tax advisors regarding the applicability of any collateral tax consequences of owning the 201 1A 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 2011 A Bonds should be aware that ownership of the 2011A 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 2011A Bonds. Bond Counsel expresses no opinion regarding any collateral tax consequences. Prospective
purchasers of the 201 1A 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 201 1A Bonds. Subsequent changes in
federal law may reduce or eliminate favorable tax treatment of the 201 1A Bonds.

Payments of interest on tax-exempt obligations such as the 2011 A 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 s 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 ongeing 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 201 1A Bonds. Owners of the 2011A Bonds are advised that, if
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the IRS does audit the 201 1A Bonds, under current IRS procedures, at least during the early stages of an audit, the [RS will
treat the City as the taxpayer, and the owners of the 201l 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 2011A Bonds is greater than the amount payable on those 201 1A Bonds at maturity.
Bond Counset expresses no opinion with respect to the treatment of this additional amount,

QUALIFIED TAX-EXEMPT OBLIGATION

The City has designated the 201 1A Bonds as “qualified tax-exempt obligations” within the meaning of Section 265(b)(3)(B) of
the Code.

OREGON STATE TAX EXEMPTION
In the opinton of Bond Counsel, interest on the 2011 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 form, 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 2011A Bonds, as well as tax-exempt bonds
issued in the future. Neither the City nor Bond Counsel can predict whether the 2011 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 2011A Bonds.

RATINGS

Moody's Investors Service and Standard & Poor's Ratings Group, a Division of the McGraw-Hill Companies have assigned
ratings of Aaa and AAA, respectively, to the 2011 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 apencies 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 2011A 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 2011 A Bonds.

UNDERWRITING

Raymond James & Associates, Inc., acting as underwriter successfully bid for the 2011A Bonds in a competitive sale on
September 8, 2011. The bid provides that the underwriter will purchase all of the 201 1A Bonds, if any 201 1A Bonds are
purchased, at a price of 103.026% of the par value of the 2011A Bonds. The 201 1A Bonds will be re-offered at an average
price of 103.398% of the par value of the 2011 A 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 201 1A Bonds, the City will deliver a certificate of the Authorized
Representative, addressed to the 201 1A 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 201 1A 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
tight 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 2011A Bonds there has been no material adverse change in the affairs (financiai or other),
financial condition or results of operations of the City except as set forth in the Official Statement or an amendment thereto.

CONTINUING DISCLOSURE

Pursuant to SEC Rule 15¢2-12, as amended (17 CFR Part 240, § 240.15¢2-12) (the “Rule”), the City, as the “obligated person™
within the meaning of the Rule, has agreed to execute and deliver a Continuing Disclosure Certificate substantially in the form
attached hereto as APPENDIX D for the benefit of the holders of the 2011A 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 information for the fiscal year 2008 after it could
not verify the filing of that year’s Comprehensive Annual Financial Report. Otherwise, to the best knowledge of the City,
during the last five years, it has complied with all prior Continuing Disclosure Certificates.

MISCELLANEOUS

All quotations from and summaries and explanations of provisions of law herein do not purport to be complete and reference is
made to said laws for full and complete statements of their provisions.

This Official Statement is not to be construed as a contract or agreement between the City and the purchasers or holders of any
of the 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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BOND DECLARATION

City of Lake Oswego, Oregon
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General Obligation Refunding Bonds

Series 2011A

Executed on behalf of the City of Lake Oswego, Oregon

as of the 20" day of September, 2011
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BOND DECLARATION

THIS BOND DECLARATION is executed as of September 20, 2011, on behalf of the
City of Lake Oswego, Oregon by its City Official pursuant to and as defined in Resolution
No. 11-51 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 terms of
the City’s General Obligation Refunding Bonds, Serics 2011A the covenants of the City relating
to those bonds.

Section 1. Definitions.

Unless the context clearly requires otherwise, the following terms shall have the following
meanings:

“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 securitics.

“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, Scries 2011A, that are
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 are authorized or required by law or
cxecutive 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(1) of this Bond Declaration,

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

“Outstanding” refers to all Bonds authorized and delivered pursuant to this Bond Declaration
cxcept 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 15" day of the month preceding a payment date.

“Resolution” means Resolution No. 11-51 adopted by the City Council on September 6, 2011,
which authorize the issuance and sale of the Bonds, the execution of this Bond Declaration, and
delegates the City Officials authorized to act on behalf of the City in connection with the Bonds.

Section 2. Bonds Authorized.

(1)

(2)

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, 2011, shall bear interest which is payable on June 1 and
December | 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) 63]
2012 375,000 2.00 UT2
2013 365,000 2.00 uu9
2014 375,000 2.00 uv7y
2015 385,000 2.00 Uws
2016 390,000 2.00 UX3
2017 400,000 2.00 UYl
2018 405,000 2.00 UZs§
2019 420,000 2.00 VA2
2020 425,000 2.00 VB0

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.

(1)

(2)

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 11 and 11b of
Article XTI 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
delinquenctes 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.

This Bond Declaration shall constitute a contract with the Owners.
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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 if taken or omitted would causc the interest on the
Bonds to be includable in gross income for federal income tax purposes.

Section 5. Book Entry System,

(H

2

3

(4)

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 of any other action
premised on such notice.

The City may discontinue maintaining the Bonds in BEO form at any time. The City
shall discontinuc 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.

If the City discontinues maintaining the Bonds in book-cntry 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.

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 of DTC, the nominee or any participant or

correspondent with respect to any beneficial owner's interest in the Bonds;

(B)  the delivery 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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(5)

(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.

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 of DTC 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.

(1)

2)

3

(4)

&)

(6)

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.

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 register as the Owner of the Bond for all purposes.

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.

If the Bonds cease to be in book-entry only form, the Paying Agent shall mail cach
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.

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.

The Paying Agent shall not be required to exchange or transfer any Bonds submitted to
it during any peniod beginning with a Record Date and ending on the next following
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payment date; howcver, such Bonds shall be exchanged or transferred promptly
following that payment date.

(7)  The 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 listed on the Bond
register.

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

{9 The City may alter these provisions regarding registration and transfer by mailing
notification of the altered provisions to all Owners. The altered provisions shall take
effect on the date stated in the 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 agreements to be observed by the City which are not contrary to or
inconsistent with this Bond Declaration as theretofore in effect;

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

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

) 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 percent of Owners required to approve amendments to this Bond
Declaration.
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Section 9. Default and Remedies.

(D 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 been properly called for
redemption),

(B) Failure by the City to observe and perform any covenant, condition or agreement
on its part to be observed or performed for the benefit of Owners of Bonds, for a
period of 60 days after written notice to the City by the Owners of ten 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 Section; 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 petition in
bankruptcy, or consents to the appointment of a receiver for the installment
payments,

(2)  The Owners of ten percent or more of the principal amount of Bonds then Outstanding
may waive any Event of Default and its consequences, except an Event of Default
described in Section 9{1)(A).

3) Upon the occurrence and continuance of any Event of Default hereunder the Owners of
ten percent or more of the principal amount of Bonds then Qutstanding 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 equitable right vested in the
Owners of Bonds by this Bond Declaration or by law. However, the Bonds shall not
be subject to acceleration.

(4)  Noremedy 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 default shall be construed to be a waiver thereof, but any such right
and power may be exercised from time to time and as often as may be deemed
expedient. To entitle the Owners of Bonds to exercise any remedy reserved to them, it
shall not be necessary to give any notice other than such notice as may be required by
this Bond Declaration or by law.

Page 6 — Bond Declaration



Section 10.  Defeasance.

The City shall be obligated to pay Bonds which are 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:

(1) 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 trustec 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.

L] .
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 cxecuted
on behalf of the City with the facsimile or manual signature of the City Oftficial.

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-«BondNumber» $«Principal AmtNumber»
United States of America
State of Oregon
Counties of Clackamas, Multnomah and Washington
City of Lake Oswego
General Obligation Refunding Bond
Series 2011A

Dated Date: September 20, 2011

Interest Rate Per Annum: «CouponRate»%

Maturity Date: June I, «MaturityYear»

CUSIP Number: 510390«CUSIPNumbr»

Registered Owner: - Cede & Co.-----

Principal Amount; ---—- «Principal AmtSpelled» Dollars-----

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 1, 2012, Payment of each mstallment 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 15"
day of the month immediately preceding the applicable interest payment date. For so long as this Bond is subject to
a book-entry-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 2011A (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. 11-51 adepted 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 binding 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 11 and 11b 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 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.

Exhibit A: Form of Bond - City of Lake Oswego, Oregon, General Obligation Refunding Bond, Series 201 1A



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 form 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, 2011,

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 of DTC (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 conditicns, 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, form, 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 WHEREOQF, the Counci! 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" day of
September, 2011.

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 2011A issued pursuant to the Declaration described herein.

Date of authentication: September 20, 2011.

Weils Fargo Bank, National Asseciation, as Paying Agent and Registrar

Authorized Officer

Exhibit A: Form of Bond - City of Lake Oswego, Oregon, General Obligation Refunding Bond, Series 2011A



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

as attorney to transfer 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
upen 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 bank 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 custodiarn 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 2011A
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CITY OF LAKL OSWEGO

FINANCE DEPARTMENT

380 A Avenue
PO Box 369
Lake Oswego, OR 97034

503-635-0260
www.cl.oswego.or s

November 29, 2010

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

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 Oswega 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 coemprehensive framework of internal controls that it has established for this
purpose. Because the cost of internal controé should not exceed anticipated benefits, the objective is to
provide reascnable, rather than absolute, assurance that the financial statements are free of any material
misstatements.

Talbot, Korvola & Warwick LLP, Certified Public Accountants, have issued an ungualified {“clean”) opinion
on the City’s financial statements for the fiscal year endecg june 30, 2010. The independent suditor’s report
is located st the front of the financial section of this report.

Management's Discussion and Analysis {MD&A) immediately follows the independent auditor’s repeort 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 lacated in northwest Oregon, along the
Willamette River surrounding Oswego Lake. The City currently occupies about 11 square miles and serves a
papulation of 36,755. 1t is the largest city in Clackamas County and about eight miles south of downtown
Pertland. Access to downtown Portiand is from Highway 43, which parallels the Willamette River. Interstate
5 is the quickest route for commuters or 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 Hoffrnan, Mayor & Reger Hennagin, Counciler » Donna jordan, Ceuncilor
Sally Moncrieff, Councilor ® Mary Olson, Ceuncilor » Bill Tierney, Councilor » Dan Vizzini, Councilor




To the Mayar, 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 regutation, parks and recreational activities,
and community library service. The City has one component unit governmental entity, the Lake
Oswego Redevelopment Agency (the Agency), the urban renewal agency of the City of Lake Oswege.
The financlal staterments of this agency are included in this report a3 a blended cornponent uhit.

The Councit is required to adopt a final budget by re 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 ong of the highest of any city in the state of Oregon.

Lake Oswega is primarily a residential community with a low ratic 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 redevelepment 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
{argest 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 A office buildings, the Centerpointe Corporate Office Park, and four hatels,

Long-term financiat planning

Included in the review of the City’s strategic financial plan, reserve amounts of each fund fall within
the poticy 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 appraoved.

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 lune 30, 2010. Additionally 520 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 28, 2010

City’s Credit Ratings

In 2006, Moody’s Investers Service and Standard & Poor’s Rating Service raised their ratings on the
City to triple A, commenting on the City's favorable socioeconomic indicators and well managed
financial operations, in October 2007, Moody’s Investor Service raised its rating on the City's Water
Fund debt from A23 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 Oswege
Interceptor Sewer project.

Major initiatives

The City has continued to establish and work toward clearly defined goals and objectives. During the
tudget review process, goals and objectives are developed and priositized 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 lanuary of each year. The list of goals during the 2009-10 fiscal year included
these major policy areas: continuing an economic development strategy including redevelapment
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 impraving 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 far Excellence in Financial Reparting to the City of Lake Cswego for its
Comprehensive Annwal Financial Report (CAFR] for the fiscal year ended lune 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
zccounting principles generally accepted in the United States of America and applicable legal
requirements.




Ta the Mayor, City Council and Citizens of the City of Lake Oswego
November 29, 2010
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INDEPENDENT AUDITOR'S REPORT

November 29, 2010

The City Councit
City of Lake Qswego, Oregon
Lake Oswego, Cregon

We have audited the accompanying financial statements of the governmental
activities, the business-type activities, each major fund, and the aggregate remaining
fund information of the City of Lake Oswego, Oregon (the City}, as of and for the year
ended June 30, 2010, which celiectively compnise the City's basic financial statements
as listed In the Table of Contents. These financial statements are the responsibility of
the City's management. Qur responsibility is to express opinions on these financial
statements based on our audit.

We cenducted our audil 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 perferm the audit to obtain
reasonable assurance about whether the financial statements are free of materiai
misstatement. An audit includes consideration of internal control over financial
reporling 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 aver financial reporing. Accordingly, we expréss no such
opinicn. An audit includes examining, on a lest 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, theresf for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued cur report
dated Nevember 28, 2010, on our consideration of the City's internal contro! over
financial reperting and our tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, and cther matters. The purpose of that
report is tc describe the scope of our lesting of internal contral ever financial reporting
and compliance and the results of that testing, and not to provide an opinien on the
internal control over financial reporting or on compliance. That report is an integra!
part of an audit performed in accordance with Government Auditing Standards and
should be considered in assessing the results of our audit.
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INDEPENDENT AUDITOR'S REPORT {Continued)

The Cily Council
City of Lake Oswego
November 29, 2010

Management's Discussion and Analysis, as listed in the Tablae of Contents, is not a required part
of the basic financial statements but is supplementary Information required by accounting
principles generally acceptad in the United States of America, We have applied certain limited
procedures, which censisted 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 Infarmation (budgetary comparisen information for the Generat
Fund and Motes to Required Supplementary Informaticn), as listed ia the Table of Contents, is
not a required part of the basic financial statements but is supplementary information required
by accounting principtes generally accepted in the United States of Amarica. This budgetary
comparisen information for the Gereral 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, is faify stated in all material respects in relation to the basic
financial statements taken as a whals,

Qur audit was conducted for the purpose of forming cpinions on the financial statements that
coliectively comprise tha City's basic financial statements. The Combining and Individual Fung
Financial Statements and Other Financial Schedules, listed in the Table of Contents as
Supplementary Informatien, 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 opinicn, is
fairly stated, in all material respects, in relation to the basic financial statements taken as a
whole.

The accompanying introductory and slatistical secticns, as iisted in the Table of Contents, are
presented for purposes of additional apalysis and are not a required part of the basic financial
statements. This information has not been subjected to the auditing procedures applied in the
audit of the basic financial statement and, accerdingly, we express no opinion on them,

TALBOT, KORVOLA & WARWICK, LLP
Cerified Public Accountants

B

Y
Robert G. Moody, dre Parher

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 on 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 exceeded its liabikties 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 ingreased $8.1 milllon over the coyrse of this year's operations. Net assets of
our business-type activities /ncreosed 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 expenses from governmental activities totating $31.8
million. These net expenses were $4.5 million less than the $36.2 million generated in tax and other
revenues for governmental pragrams.

o 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
protessional 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 bosic
financial statements, required supplernentory information, and the combining statements and schedules
of the nonmajor funds. The hasic 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 informaticn 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.
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Chart 1
Required Elements of the
Comprehensive Annual Financial Report

rMANAGEMENT‘S DISCUSSION AND ANALYSIS |

] FINANCIAL STATEMENTS ]
Government-wide [full accrual) Fund
Governmental Activities Goveramental [(modified acerual)
Business-type Activities Proprietary (full accrual)

l Notes to the Basic Financial Statements

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-secter companies. The statement of net assets includes olf 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 financiel health
of position.

e Over time, increases or decreases in the City’s net assets are one indicator of whether its finenciol
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 categaries:

« Governmental activities—Most of the City's basic services are ineluded 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 tosts of certain
services it provides. The City's water, sanitary sewer, and surface water management systems are
included here.
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Statemnent 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 close of the maost recent fiscal year.

By far the largest portion of the City’s net assets {B1 percent) reflects its investment in capital assets
(e.g., land, buildings, machinery, and equipment), less any related debt used t¢ 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 relsted 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.

Table1
Net Assets as of Fiscal Year-end
firr millions)

Governmental Business-type
Actlvities Activities Total
FY09-10 FY08-09 Frd3-10 FY0g8-03 FY09-10 FYD8-09
Current and ather assets $ 188 §$§ 372 % 347 $ BO8 735 11749
Capital assets 131%.1 139.1 138.3 48.5 277.4 2376
Total assets 1779 176.2 173.0 179.3 15¢.9 355.5
Current liabilities 8.0 8.0 5.2 13.0 13.2 27.0
Long-term liabilities 53.8 56.8 78.1 74.0 131.9 120.8
Total liabilities 618 64.8 83.1 93.0 145.1 157.8
Net assets

invested in capital assets,
net of related debt 87.7 84.4 79.6 77.2 167.3 161.6
Restricted 16.4 135 - - i6.a 135
Unrestricted 120 13.5 10.1 9.1 22.1 22.6
Tatal $1i6.1 5 1114 $ B9.7 5 863 $ 2058 5 1977

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
ossets {$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 whaole, 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 1o 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 Qswego Interceptor
Sewer project,
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Statement of Activities for the fiscal year ended June 30, 2010

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

Table 2
Changes in Net Assets
{in millions}

Gaver Vpe
Activities Adtivities Total
FY35-10 FY0B-09 FY0S-10 FY08-09 FY09:10 FY08-09
Revenues
Gharges for serviges s 70 & 8.6 4 172 5 149 S 242 § 1235
Grant and contributions 5.7 5.2 08 18 6.5 7.0
General revenues
Property taxes 320 30.7 - - 320 30.7
Franchise and hotel/motel taxes 33 3.2 - - 33 3.2
Other 0.9 [1X:] 0.2 0.4 1.1 1.2
Total revenues 48.9 48.5 18.2 17.1 67.1 556
Expenses
Governmental activities
General government 9.1 7.4 - - 9.1 74
Public safety 184 18.2 - - 184 18.2
Culture and recreation 10.2 10.3 - - 10.2 103
Community deveicpment 0.6 4.3 - - 0.6 43
Highways and streets a4 4.7 - - 4.4 a7
Interest an long-term debt 1.6 2.1 . - 16 2.1
Business-type activities
Water - . - 59 5.5 59 55
Wastewater - - 56 6.1 5.6 6.1
Surface water - - 20 1.9 2.0 19
Golf course - - os 09 08 09
Tennis facility - - 0.4 Q.3 0.4 0.3
Total expenses 44.3 47.0 147 14.7 5940 51.7
Excess befoce transfers 4.6 1.5 35 1.6 81 39
Transfers - (0.1) - 0.1 - -
tnarease in net assets 3 46 % 1.4 5 35 S 2.5 $ Bl 3.9
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Governmental Activities

Governmental activities increased the City's net assets by 54.6 miliion, amounting to 57 percent of the
wtial 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 for 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 within 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 1o be the major source of revenue
for the City’s governmental activities.

Revenues by Source - Gavernmental Activities

Propanty Laxes, geoersl
5B%

Hotel & motel taxes

%
Interest eamings 1%

Other revenue 1%

Lharges for services
Caprial Graniy & 14%

:nnnr:lbm Operating Grants

1%

Expenses and Program Revenues (In mllifons) - Governmental Activities

WEspemses B PrDgram Revenues

$18

General Public tatety Cutture and Community Highways and  Interest on long-
govemment recreation develgpment. streets term debt
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Business-type Activities

The Water Fund revenues represent approximately 36 percent of all utifity 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 hetp 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 maén pipeline located under
the surface of Oswego Lake transporting sewage 10 the Tryon Creek wastewater treatment facility. la
lune 2009, 560 million in full-faith and credit obligations were sold for the first phases of the Lake
Oswege Interceptor Sewer project, which is to upgrade and replace the main sewer line,

The Surface Water Fund revenues represent approximately 12 percent of al! 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 wera 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.

Revenues by Source - Business-type Activities

Charges for Services
95%

Interest parnings &
other 1%

Capital contributions
4%

Expenses and Program Revenues (in milllons) — Business-type Activities
510

WExpenses % Program Aevenues

1]

Water Wastewater Surface water Golf course Tennis facility
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General Fund Budgetary Highlights

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 engrgy savings
projects, completich 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 polite 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 aver the previous fiscal year {Table 4).

Table 3
Capital Assets as of Fiscal Year-end
(net of depreciation, in mitlions)

Governmental Business-type
Activities Activities Total

FY09-10 FY08-09 FY05-10 FY08-09 FY05-10 Fy08-09

Land $ 538 5 532 3 42 5 38 $ SB.1 $ 570
Buildings and improvements 324 320 708 72.4 103.2 104.4
Machinery and equipment 26 3.0 33 35 59 6.5
infrastructure 433 48.3 - - 48.3 483
Construction in progress 1.9 2.6 60.0 18.8 619 21.4
Net capital assets $ 1391 § 1391 $ 1383 5 985S S5 2774 s 376

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 cap:ital
asset dispositions and transfers of construction projects in progress that were completed during the
fiscal year. Additions include capital contributions from cuiside developers with the revenue from these
contributions reflected in capital grants and contributions on the statement of activities.

21




L

Table 4
Change in Capital Assets
(i millions)

Governmental Business-type
Actlvities Activities Total
FY(Q9-10 FYDB-09 FY09-10 FY08-09 FY0S-10 FYOB-09
Beginning balance $ 1391 $ 1402 § 985 $ BG6E8 $ 2376 $ 2270
Additions 10,5 4.2 446 15.2 55.1 19.4
Reductions (5.3} (0.2} (1.4} {0.1) (6.7) (0.3)
Depreciation {5.2} {5.1) {3.4) {3.4) (8.5) (8.5)
Ending balance $ 139.1 $ 139.1 5 138.3 5 985 5 2774 5 2316
[ EE——

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
millien. Additions indude completion of Millennium Plaza Park Improvements Phase 4 and the Historic
Furnace restoration along with improvements and smatler 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 increases refated to Construction in progress. More
detailed information about the City's capital assets is presented in Note 3.C. in the notes to the basic
financial statements.

Debt Qutstanding

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

$106.8 million in bonds outstanding—a decrease
i Bond Ratings

of 4 percent from last year—as shown in Table 5.
More detailed information about the City's long- In Agril 2009, Moody's upgraded the City's Wastewater
term debt is presented in dote 3.E, In the notes Fund debt rating from Aa2 to A33,
to the basic financial statements,
During the fiscal year ended fune 30, 2009, the Limitatlons on Debt
City issued 560 mitlion of wastewater futl faith The State limits th y \ obleation dek

. . e State limits the amount of general obligation debt
and credit bonds to mede new resources for that cities can issue to 3 percent cf the real market value
wastewater system improvements and tg pay of all taxable property within city Emits. The City’s
off the $12 million of bond anticipation notes outstanding general cbligation debt of 521 million is
issued in 2007. The bond anticipation notes slgnificantly below this 3 percent limit of $275 million.
were paid in full in July 2009,
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Table s
Cutstanding Bonded Debt at Fiscal Year-end
fin millions)
June 30,
2010 2009
Governmental:
General ebligation bonds $ 210 $ 234
Urban renewal bonds 143 15.4
Sub-totai 353 383
Business-type:
Water revenue bonds 9.1 9.7
Sanitary Sewer Full-Faith/Credit obligations 60.0 £0.0
Surface water revenue bonds 2.4 2.5
Sub-total 715 72.2
Total 2 1068 § 111.0

Economic Factors

The State of Oregon does not have a sales tax, making property taxes the major resource for most
governmental agencies in Oregan, Property taxes are important to the City as they represent 65 percent
of the reseurces 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 siightly 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 manth per househeld,

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 City routinely sets aside
portions of its fund balances for contingencies and emergency situations.

Requests for Information

This City’s financial statements are designed to provide our citizens, taxpayers, customers, investors,
and creditors with a general averview 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
financiat information, contact the Finance Department, City of Lake Oswego P.0, Box 369 Lake Oswego,
Oregon 97034 or e-mail uevler@cl.oswegn.or.us.
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BAsIC FINANCIAL STATEMENTS

Statement of Net Assets
Statement of Activities
Fund Financial Statements

Notes to the Basic Financial Statements
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Crry oF Lake OsweGO, OREGON

Statement of Net Assets
as of June 30, 2010
Governmental Business-type
Activities Activities Total
AssQts
Current assets:
Cash and investments $ 10425312 § 15,403,260 $ 25,828,572
Receivables (net of allowance} 1,852,740 31,974,404 7,827,144
inventories 24,195 166,253 190,448
Unamartized bond issuance costs and prepaids 51,788 * 32034 83,822
Restricted cash and investments 18.725.734 14,550,310 33,276,044
Total current assets 33.072.769 34,126,261 67,206,030
Noncurrent assets:
Capital assets:
Land and constructicn in progress 55,815,671 64,194,990 120,010,661
Other capital assers {net of accumulated depreciation] 82,262,981 74,125,293 157,388,374
Total capitat assets (ret of accumulated cepreciation) 139,078,654 138,320,283 277,398,937
Restzicted beneficial interest in trust - 3.622.106 - 3,621,106
Notes Receivable 1,576,267 - 1,576,267
Unamartized bond issuance costs 507,717 576,612 1,084,329
Total noncurrent assets 144,784,744 138,896,895 283,681,639
Total assets 177,864,513 173,023,156 350,887,663
Liabilithes
Current Kabifities:
Accounts payable 1,171,584 3,838,712 5,010,296
Salaries and benefits payable 245,969 6,852 252,821
Deposits. 156,124 - 196,124
Interest payable 198,074 246,352 444 426
Bonds payable 3,510,000 346,3B4 4,356,184
Compensated absences payable 2,696,392 275,975 2,972,374
Total current labilitles 8,018,150 5,214,075 13,232,225
Noncurrent liabilities:
Bonds payable 31,855,000 71,996,301 104,851,301
Deposits - 4,848,759 4,848,759
Line of credit payabla, due alter one year 20,156,913 - 20,156,913
Accrued other p pl 1t benefits obligati 1,736,717 224,650 1,961,367
Total ngncurrent liabilities 53,748,630 78,069,710 131,818,340
Total abilties &1,766,780 83,283,785 145,050,565
Net Assets
Invested in capital assels, net of related dabt 87,117,042 79,028,108 166,145,150
Restricted far:
Inventories 24,195 166,253 190,448
Library and Adult Communnty Center programs 3,622,106 - 1,622,106
Capita prajects 2,295,792 . 2,195,792
Debt service 1,879,140 - 1,879,140
Building program 2,455,684 - 2,455,684
System devetopment charges 2,582,485 - 2,582,485
Unrestricted 16,121,289 10,545,010 26,666,199
Total nes assets 5 116037733 $ 89,739,371 $ 205,837,104

“Jhe notes to the basic financial statements are 2n integral part of this statement.
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CITY OF LAKE OSWEGO, QREGON
Statement of Activities
for the fiscal year ended tune 30, 2010
Program Revenues Net (Expense) Revenue and
Charges Operating Capital Changes in Net Assets
for Grants and Grants and Governmental Business-type
Functions/Programs Expenses Services Contributions Contributions Activities Activities Total
Governmental activities:
General government ) 9,128,383 s 1,426,492 H 878,743 $ - 5 (6,823,148) 5 - $ (6,823,148)
Public safety 18,358,774 2,503,422 402,462 - {15,452,890} - (15,452,890)
Cuhure and recreation 10,187,448 1,045,546 2,374,872 108,374 {6,658,656) - [6,658,656)
Community development 556,623 536,236 - 49,560 29,173 - 29,173
Highways and streets 4,412,712 1,444,671 1,508,354 396,653 {1,063,034) - {1,063,034)
Interest on long-term debt 1,640,462 - - - {1,640,462) - {1,640,462}
Total goverrvmental activities 44,284,402 6,956,367 5,164,431 554,587 {31,605,017} - (31,609,017}
Business-type activities:
‘Water 5,900,327 5,950,853 - 122,765 - 173,291 173,291
Wastewater 5,605,555 8,393,043 - 400,703 - 3,188,181 3,188,131
Surfate water 1,996,007 1,822.127 - 165,947 - 17,933} {7.933)
Goif course 828,171 657,685 - 89,202 - (81,284) (81,284}
Tennis facility 376,281 380,719 - - - 4,433 4,438
Total business-type activities 14,706,341 17,204,427 - 778,617 - 3,276,703 3,276,703
Total government 5 58,990,743 b 24,160,784 5 5,164,431 5 1,333,204 131,609,017} 3,276,703 (28,332,314)
General revenues:
Tazes
Property taxes, fevied for general purposes 28,564,882 . 28,564,882
Property taxes, levied for debt service 3,485,289 - 3,485,289
Franchise taxes 2,626,633 - 2,626,633
Hotel end motel taxes 716,097 - 716,097
Interest and investment earnings 455,217 124,229 579,546
Other revenues 448,938 63,142 512,080
Transfers {11,805) 11,805 -
Total general revenues and transfers 36,285.251 199,276 36,484,527
Change in net assets 4,676,234 3,475,979 8,152,213
Net assets - beginning 111,421,499 86,263,392 197,684,291
Net assets - ending $ 116,097,733 $_ 83,733.371 5 205,837,104
Continued on next page Lontinued from previous page
The notes to the basic financial statements are an integral part of this statement
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Oy oF LAKE OswEeGO, OREGON CITY OF LAKE OSWEGO, OREGON
Balance Sheet " .
Governmental Funds Statement of Revenues, Expenditures and Changes in Fund Balances
as of June 30, 2020 Governmental Funds
for the fiscal year ended June 30, 2010
Other Totad
General Gover I | Other Total
Fund Funds Funds R General Governmental Governmental
Assets Fund Funds Funds
Cash and investments $  9,074051 5 1,351,260 $ 10,425,312 Revenues:
Praperty tazes receivable 1714415 570,162 2,184,577 Property taxes $ 25,484,337 s 6479482 s 21963819
Accaunts receivable 552,829 539,593 1,092,452 Franchise taxes 2,126,631 S00,000 1,626,633
Due fram other funds 5,798311 - 5,798,511 Intergovernmental 4,087,668 1,583,590 5,671,258
Assessment liens receivable : 164,846 Leada Licenses and fees 2,042,839 2,622,310 4,664,748
Notes raceivable 176267 . 1876.267 Fines and forfeitures 1.129,228 - 1129,228
Inventories - 24,195 24,185 N
Restricted cazh and investments 2,455,684 16,270,050 18,725,734 Sales and services 3,280,961 - 3,260,961
Restricted beneficlal interast In trust 3,622,106 - 3,622,106 Char.ges for services ] 4,014,897 2,713,335 6,728,232
Total assets S 24,793883 S 13920,107 S 43,713,890 Special assexsment - principal ) 48,560 48,560
i Miscellaneous 1,228,561 377,230 1,605,791
Liabilities and Fund Balances
Wabilities: Total revenues 43,384 724 14,325,507 57,720,231
Accounts payable $ 632,879 $ 538,705 $ 117,584 i
Safarias and benefits payable 238,330 7,639 245,969 EKP;::’[:::_“'
gz::'r";”:f:::'“ 1;;;:?2 5:23;2 Z;Zgz: General gavernment ] 12,532,848 1,897,896 14,430,744
Due to other funds - 5,798,511 5,798,511 Public safety ) 17,782,141 - 17,782,141
Total liabilities 2,357,370 2,083,264 9,440,634 Culture ard recreation 9,018,294 265,111 9,283,405
Fund balances: D Community development - 2,589,235 2,589,235
Reserved for: Highways and streets - 2,207,705 2207705
Inventories - 24,195 24,195 Debt service:
Library and Adult Community Centar 3,622,106 B 3,622,106 Principal - 3,375,000 3,375,000
Capital projects - 5,856,003 5,856,093 Interest - 1,273,498 1,273,498
Debt service - 1,879,140 1,879,140 intergovernmentai expense 38,499 - 38,499
Building programs 1,455,684 - 2,455,684 Capital outlay 1,194 507 3,609,578 4,804 485
Systems deue"’pme."“ha'aes ) 15824485 2582485 Total expenditures 40,566,689 15,218,023 55,784,712
Unreserved, reported in:
General Fund 16,358,723 - 16,358,723 Excess (deficiency) of revenues
Special revenue funds . 1,422,692 1,422,692 over {under) expenditures 2,828,035 (892.516) 1,935,519
Capital projects funds - 72,238 72,238
Total fund balances 22,435,513 11,836,843 34,273,356 Other finaneing sources {uses):
Total liabiilties and fund balances $ 24,793,383 4 18920107 Transfersin 35,000 1,767,572 1,802,572
Transfers out (432,000) {1,418,572) {1,850,572)
Net asseis reported for governmental activities in the statement of net assets are different because: Proceeds from sale of capital assets 2,500 - 2,500
Capital assets used in governmental activities are not fnancial resources and therefore are not Total other financing sources {uses) (34,500 349,000 145,500]
reported in the funds, net of accumulated depreciation of §57,744,335. 139,078,654 Net change in fund balances 2,433,535 {543,518) 1,890,019
Other long-term assets are not available to pay for current-period expendituras
and therefore are deferred in the funds: Fund balances - beginning 20,002,978 12,380,359 32,383,337
Property taxes, earmed but unavailable 2,186,375 Fund balances - ending $ 22,436,513 ¢ 11,836,843 S 34273,356
Assessment liens, earned but unavaitable 152,346 B
Bond issuance costs, net of amortization 559,505
Accrued liabilities that are not due and payable in the current pericd and
therefore are not reperted in the funds:
Accrued compensated absences {2.696,399)
Accrued interest payable 1198.074)
Acerued other post employment pension obligation (1,736,727} The naotes to the basic financial statements are an integral part of this statement.
Long-term liabilities are not due and payable in the current period and
therefore are not reported in the funds 55,521,913}
Net assets of governmental activities 5 116.097,733
The notes to the basic financial statemants are an integral part of this statement.
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City oF LAKE OSWEGD, OREGON

Reconciliation of the S5tatement of Revenues, Expenditures and Changes in

Fund Balances of Governmental Funds to the Statement of Activities
Jor the fiscal year ended june 30, 2010

Amounts reported for governmental activities in the statement of activities [pages 28 & 25) are
different because;

Net change in fund balances-total governmental funds (page 31)

Governmental funds report capltal outlays as expenditures. However,

in the statement of activities tha cost of those assets is allocated aver theit
estimated useful llves and reported as depreciation expense. This is the
amount by which depreciation exceeded capital acquisition:

Expenditures for capital assets $ 4804485
Less current year depreciation 5,202,509

The net effect of various miscellzneous transactions involving capital assets
{i.e, tales, trade-ins, transfers, and donatons) s to decrease net assets,

Denatiens of capital assets increase net assets in the statement of
activities, but do not appear in the governmental funds because they are
not Hinancial resources.

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

Broperty taxes 152,779
Assessments and intarest (88.406)

ltsuance of debt proceeds are reported as financing sources and
payments Lo escrow agent 10/ refunded bonds are reported as financing
uses in governmental funds and Lthus contribnzte to the change in fund
balances. Repayment of principal is an expenditure in the
governmental funds, but the repayment reduces long-term liabilities in
the statement of net assets.

Some expenses reported in the statement of activities go not require the
use of current financial resources and, therefore, are not reported as
expenditures in gavernmental funds.

Interest expense and amortization of issuance costs

Net other post employment pensian ohligation

Compensated absences

Change in net assets of governmental activities (page 29)

The notes to the bask financial statements ate an integral past of this statement,
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{47,51a)

399,553

54373

3,375,000

{21,038}
(437.924)

{148.211)
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CITY OF LAKE QSWEGO, OREGON

Statement of Net Assets
Proprietary Funds
as of fune 30, 2010

Business-type Actlvitles - Enterprise Funds

Other
Enterprise
Funds Total

Surface
Water Wastewater Water
Fund Fund Fund
Assets
Current assets:
Cash and investments 5 5546,33 $ 1,030,481 § 1,342,037
Recelvables {net of allowance) 2,250,412 1,416,567 307.42%
Inventories 93,025 . -
Unamartized bond issuance costs and prepaids - 32,034 -
Restricted cash and Investments 2,913,059 11,637,251 -
Total current 3ssets 11,802,830 20,116,333 1,649,922
Noncurrent assets:
Capital assets;
Land 1,575,735 2,090,301 278,304
Buildings and improvements 59,042,360 40,872,192 24,123,389
Machinery and equipment 5,006,496 3,653,137 748,322
Construction [n progress 3,890.744 55,040,814 91,163
69,515,335 102,656,444 25,241,178
Less accumulated depreciation {30.059,752) {19,292,659) (10,764,677}
Total capital assets {net of accumulated depreciation} 39,455,583 83,363,545 14,476,501
Unamortized bond issuance costs - 576,612 -
Total nonguzrent asyets 39,455,583 B3.940.157 14,476,501
Total atsets 51,253,413 104,056,430 16,126,423
Labliitles
Current liabilities:
Accounts payable 1,187,398 2,482,375 52,108
Safaries and benefits payable 3,779 1,717 -
Matured and accrued bond interest payable 30,212 207,372 8,768
Bonds payable 595,000 121,184 130,000
Compensated absences payable 137,932 98,670 156,664
Total current liabilities 2,054,821 2,911,318 207,540
Noncurrent liabilities:
Bends payable 8,525,000 62,181,201 2,290,000
Deposits 4,348,759 - -
Accrued ather pastemployment benefits abligation 83,150 61,600 17.600
Total noncurrent liabilities 13,456,909 62,742,901 2,307,600
Total liabillties 15,511,730 65,154,219 2,515,140
Met Assets
Invested in capital assets, net of related debt 33,248,647 32,698,311 12,056,501
Unresuicted 2,498,041 £,203,560 1.554.782
Total net assets $ 35,746,683 5 38,902,271 3 13,611,283

Continued oo next page

s 483,948 $  15403,260
- 3,974,404

73,228 166,253

- 32,034

- 14,550,310

557.176 34,126,261
227,529 4,172,269
2,007,115 126,135,055
251,409 5,659,364

- 60,022,721
2,576,453 199,989,410
{1,551,789) (61,669,127}
1,024,654 138,320,283
. 576,612
104,654 138,856,895
1,561,830 173,023,156
16,331 3,838,712
1,356 6,852

. 246,352

- 246,534

22,709 275,975
40,396 5,214,075

- 72,996,301

- 4,848,759

62,300 224,650
62,300 78,069,710
102,696 83,283,785
1,024,654 79,028,108
454,480 10,711,263
$ 1,479,134 5 B9.739.371

The notes to the basic financial staternents are an integral part of this statemant,

Continued from previous page
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CiTy OF LAKE OSWEGO, QREGON

Statement of Revenues, Expenses, and Changes in Fund Net Assets

Proprietary Funds
for the fiscal year ended june 30, 2010

Operating revenues:
Licenses & Fees
Charges for salet and services
Miscellameous

Total cperating revenues

Operating expenses:
Salaries and benefits
Operating supplies and services
Depreciation
Services performed by other funds
Total cperating expenses
Operating Income {lass)
Nonoperaling revenues {expenses):
Interest on investments
Interest expense
Bond premium
Loss on sale of capitai assets

Total nonoperating revenues {expenses)
Net income befare contributions
Capital contributions

Transfersin
Transfers out

Change in net assets
Total net assets - beginning

Total net assets - ending

Continued gn RExt page

Business-type Activities - Enterprise Funds

Surface
Water Wastewater Water
Fund Fund Fund
488,296 669,392 -
5,462,557 7,723,051 1,822,127
20.530 14,942 3.930
5,971,443 8,407,985 1,826,057
1,632,120 976,455 262,080
1,583,766 2,453,582 279,345
1,442,136 1,251,878 659,240
1.055.068 1,044,829 585,844
5,714,080 5,726,744 1,887,005
257,353 1,681,241 (60.952)
80,580 28,189 10,584
{186.237) - (108,998)
- 121,189 -
(105,657} 149,378 {98,414)
151,696 2,830,619 {159,366}
122,765 400,703 165,947
- {36.195)
74,461 323,322 (29.614)
35,472,222 35,670,949 13,640,897
5 38902,271 5 13,611,283

$ 35,746,683
e ———

The notes ta the basic financial staternents are an integral part of this statement.
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Other
Enterprise
Funds Total

2,347 1,160,635
1,036,057 16,043,792
23,680 63,142
1,062,084 17,267,569
652,510 31524.165
376,097 4,693,290
65,585 3,419,839
102.578 2.828,319
1,197,770 14,525,613
{135,686) 2,741,956
4,976 124,329

- {295,235}
- 121,189

(6,682) (6,642}
(1,706} (56,399)
(137,392) 2,685,557
89,202 778,617
83,000 B3,000
{35,000} (71,195)
{190) 3,475,979
1,479,324 86,263,392
5 1,479,134 $  89.739.371

— e

Continued from previous page
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CITY OF LAKE OSWEGO, OREGON
Statement of Cash Flows
Proprietary Funds

for the fiscal year ended June 30, 2010

type Activities - Enterprise Funds

Surface
Water Wastawater Water
Fund Fund Fund
Cash flows from operating actlvities:
Receipts from customers 5 4,595,033 E} 8,123,373 5 1,854,385
Payments 1o suppliers {495,425} (2,495,431) {236,189
Payments to employees (1,603,329) (945,429) {260,550)
Internal activity-payments to other funds {1,055,068) (1,044,829) {685,844)
Other receipts 20,590 14,942 3530
Net cash flows from cperating actlvities 1,461,801 3,652,626 675,732
Cash flows fram nancapital financing activities: )
Transfers toffrom other tunds - {36,195}
Cash flows from capital and refated finanding activities:
Purchases, acquisitions, and construction of capital assets (4,063,530) {38,290,079) (124,929)
Proceeds from Intergevernmental deposit 2,008,001 - -
Amortization of bond issuance costs - 32.033 -
Principal paid on caphtal debt [555,000) {12,000,000) {125,000}
Interest paid on capital debt (204.436) {191,196} {109,576}
Net cash flows from capltal and related financing activities {2,814,875) {50,359,242) {359,455}
Cash flows from investing activities:
Investment income 80,580 28,189 10,584
Net increase [decrease] in cash and cash equivalents (1,272.434) (46,678,427) 280,666
Cash and cash equivalents, June 30, 2009 10,731,887 65,346,159 1,051,831
Cash and tash equivalents, lune 3D, 2010 H 9,459,193 4 18,667,732 $ 1,342,457
Reconcil:ation of operating income (loss) to net cash provided by operating acti 3
Operating income (loss) $ 257,353 5 2,681,241 s (60,952}
Adjustments to reconcile operating income [loss)
to net cash provided by operating acthvities:
Depreciation expense 1,442,136 1,251,878 659,240
Changes in assets and liabilities:
Recaivablas (1.355.820) {269,670) 32,358
Inventorles 9,869 - -
Prepaid expenses . 17,314 .
Accounts payable 1,078,472 455,163) 43,656
Salaries and benefits payable 1,542 1,717 -
Accrued other h benefits obligati 19,100 22,600 4,400
Compensated abiences payable 8849 5,708 (2,870)
Net cash provided by operating activities S 1,461,801 ] 3,652,626 5 675,732
Noncash rapital 3nd related financing actwvities:
Capital assets contrnibuted ta/from developers and other funds 122,765 s 400,703 - 129,752

Continued on next page
The notes to the basic financlal statements are an integral part of this statement.
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Other
Enterprie
Funds Tatal

3 1,044,998 ) 15,617,789
{388,651) 43,615,696}
(634,172) {3,443 480)
{102,578) {2,888,319)

13,680 63,142

{56,723) 5 733,436

48,000 11,805
{16,643) {42,495,181)

- 2,008,091

- 32,033
- {12,680,000)

- (415,158
{16,643) {53,550.215}

4,976 124,329

{20,390) (47,680,645}

504,338 77,634,215

5 483,948 $ 20953570
5 {135,686) ) 2,741,956
66,585 3,419,839

6,594 (1,586,638)

{5,303) 4,566

- 17.314

{7.251) 1,055,714

95% 4,528

6,400 52,500

10.969 23,657

3 ‘55.723 S 5,733,436

$

£9,202 s 742,422

Continued from previous page
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CiTy OF LAKE OSWEGO, OREGON
Notes to the Basic Financial Statements

lune 3G, 2010

1, The reporting entity and surmmary of significant accounting policies

The financial statements of the City of Lake Oswega, 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) proncuncements.
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 Qpinions and Accounting Research Bulletins of the Cammittee on Accounting
Procedure issued on or before Novermber 30, 1985, unless those pronouncements conflict with or
contradict GASB pronouncements. No FASE guidance issved after November 30, 1989 has been applied.

A. Reporting entity

The City is a municipal corporation governad 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 Qregon in 1909. A City Manager,

This page intentionally left blank appointed by the City Council, administers City operations.

The City provides a full range of municipat services to the community, which include police and fire
protection, emergency medical services, traffic control and improvernent, sireet maintenance and
improvement, water, sanitary sewer, and surface water management services, planning and zoning
regulation, building inspection and regulation, parks and recreaticnal 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 respansible,

Blended component unit. In accordance with GASB Statement Na. 14, The Financial Regorting Entity, the
activitres of the iake Oswego Redevelopment Agency (the Agency) are included in the City's financial
staternents as a blended component unit. The Agency is a iegally 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, taxing authority, and funding. The
purpase 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 Dswego, Oregon 97034,

B. Government-wide and fund financial 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
fram business-type activities, which rely 1o 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
B. Government-wide and fund financial statements, continued

Government-wide financial stutements display information about the reporting government as a whole.
These staternents focus on the sustainability of the City a3 an entity and the change in aggregate financial
position resulting from the activities of the fiscal period. These aggregated statements consist of the
Statement of Net Assets and the Statement of Activities.

The Statement of Net Assets presents information on all of the City’s assets and habilities, with the
difference between the two reported as net assets.

The Statement of Activities demonstrates the degree to which the direct expenses of a given functicn or
segment is offset by program revenues. Direct expenses are those that are clearly identifiable with a
specific function or segment. Expenses reported for functional activities include allocated indirect
expenses, such as administrative overhead. Program revenues include 1) charges to customers or
applicants who purchase, use, or directly benefit from goods, services or privileges provided by a given
function or segment, and 2) grants and contributions that are restricted to meeting the operaticnal or
capital requirements of a particular function or segment. Taxes and other items not properly included
among program revenues are reported instead as generol revenues.

Fund financig! staterments display information at the individua! fund level. Each fund is considered to be a
separate accounting entity. Funds are classified and summarized as governmental, proprietary, or
fiduciary. Currently, the City has only governmental and proprietary type funds. Major individual
governmental funds and major individual enterprise funds are reported in separate columns in the fund
financial statements. Nonmajor funds are consolidated into a single column within each fund type in the
financial section of the basic financizl statements and are detailed in the combining and individual fund
statements and schedules,

As 3 general rule, the effect of interfund activity has been eliminated fram the government-wide financial
statements. This interfund activity results from the Citys allocation of charges as reimbursement for
services provided by one fund, to another. These reimbursements are for the support of interfund activity
and are based on levels of service provided. Not eliminating these charges would artificially inflate the
direct costs and program revenues reported for the various functions concerned.

C. Measurement focus, basis of accounting and financial staternent presentation

Measurement focus is a term used to describe which transactions are recorded within the various financial
statements. Basis of accounting refers to when transactions are recorded. The government-wide financial
statements are presented on a full accruat basis of accounting with an economic resource measurement
focus, as are the proprietary funds financial statemenis. An economic resource focus concentrates an 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 econemic rescurces measurements focus is inextricably connected with
full accrual accounting. Under the full accrual basis of accounting, revenues are recorded when earned and
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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
€. Measurement focus, basis of accounting and financlal statement presentation, cantinued

expenses are recorded at the time [tabilities are incurred, regardless of the timing of related cash inflows
and outflows. Governmental fund financial statements are presented on a modified accrual basis of
accaunting with a current financial resource measurement focus. The measurement focus concentrates on
the fund’s resources available for spending currently or in the near future, Only transactions and events
affecting the fund's current financial resources during the period are reported. Similar to the connection
between an economit resource measurement focus and full accrual basis of accounting, a current financial
resource measurement focus is inseparable from a modified accrual basis of accounting. Under the
maodified accrual basis of accounting, revenues are recognized when susceptible to accrual (i.e., when they
became measurable and available), Meosurable means the amount of the transaction can be determined
and revenues are considered available when they are collected within the current period or expected to be
collected soon encugh thereafter to be used to pay fiakilities of the current peried. For this purpose, the
Ciiy considers revenues 1o be available if they are collected within 60 days of the end of the current fiscal
period. Revenues considered susceptible to accrual are property taxes, state, county and local shared
revenues, franchise fees, intergovernmental grants, and investment income.

A deferred revenue liability arises on the balance sheet of the governmental funds when potential revenue
does not meet both the measurable and available criteria for recognition in the current period. This
unavailable deferred revenue consists primarily of uncollected property taxes and assessments not
deemed available to finance operation of the current period. In the government-wide statement of
activities, with a full accrual basis of accounting, revenue must be recognized as soon as it is earned
regardless of its availability. Thus, the liability created on the balance sheet of the governmental funds for
unavailable deferred revenue, is eliminated.

Similar 1o the way its revenues are recorded, governmental funds only record those expendityres that
affect current financial resources. However, debt service expenditures, as well as expenditures related to
compensated absences and claims 2nd judgments, are recorded only when payment is due. In the
government-wide financial statements, however, with a full accrual basis of accounting, all expenses
affecting the economic resource status of the government are recognized.

Since the governmental fund staternents are presented on a different measurement focus and basis of
aceounting than the government-wide statements’ governmental column, a reconciliation is necessary to
explain the adjustments needed to transform the fund based financial statements into the governmental
column of the government-wide presentation. This recenciliation is part of the financial statements.

GASB Statement No. 34 sets forth minimum criteria for the determination of major funds. Nenmajor funds
are cornbined in a column in the fund financial statements and detailed in the combining section.
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CITY OF Lake OsweGo, OREGON
Nates 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 Gavernmental Funds:

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

Nonmajor Governmental Funds:

*  Speciol Revenue 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 Funds
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.

*  Capital Project Funds
These funds account for the construction of major capital facilities and projects {other than those
financed by proprietary funds), Resources are prirmarily from general obligation bonds, urban
renewal bonds, assessment collections and investrment 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 wates 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 collecticn and treatment system. Revenue is
derived primarily from sewer service charges.
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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 presentatlon, continued

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

s Tennis Facility 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 noncperating items. Operating
revenues and expenses generally result from providing services, and praducing and defivering goods in
connectian with a proprietary fund's principal ongoing operations. Included within the principal operating
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 noncperating 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 accaunt. The City maintains
cash and investment balances in 2 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 oceurred. 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 incame.
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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
D. Assets, liabilities, and net assets or equity, continued
2. Receivables and payobles

The City's investment policy, adopted by the City Council, essentially mirrors the requirements of the
Oregon Revised Statutes, Currently, the City's investment portfolic includes investments in the State of
Oregon Local Government Investment Pool and U.S. Government Agency Securities.

Property taxes are levied on and become a lien against the property on July 1 in the year In which they are
due. Collection dates are November 15, February 15, and May 15 following the lien date. Discounts are
allowed if the amount due is received by November 15 or February 15. Taxes unpaid and outstanding on
May 16 are considered delinquent.

In the fund financial statements, property taxes receivables that are collected within 60 days after the end
of fiscal vear are considered measurable and available, and therefore, are recognized as revenue. The
property taxes receivable portion beyond 60 days is recorded as deferred revenue. Assessments are
recognited as receivables at the time property owners are assessed on property improvements. These
receivables are entirely offset by deferred revenue, as assessment revenue is recognized upon collection.

In the government-wide financial statements, property taxes and assessment receivables are recognized as
revenue when earned and are shown net of an aliopwance for uncollectibles.

In the proprietary funds, receivables include services provided but not billed, The enterprise funds’
receivables include billings for residential and commercial customers utilizing the City’s water, sanitary
sewer, and surface water services and are reported net of an allowance for uncollectibles, which is
determined based upon an estimated percentage of the receivable balance,

3. Inventories and prepaid iterms

In the government-wide and the proprietary funds financial statements, inventories of materials and
supplies in the proprietary funds are stated at the lower of average cost or market, using the first-in first-
out method and are charged against operations as used. Also, advance payments made to vendors for
services that will benefit periods beyond June 30 are recorded as prepaid. The inventories in the
governmental funds are not significant at the end of the fiscal year.

4. Restricted assets

Assets whose use is restricted by legal requirements external to the City, are segregated on the
government-wide statement of net assets and the proprietary fund statement of net assets. These legal
restrictions include bond covenants that establish debt reserves and use limitations, as well as building
fees and systems development charges that are legally restricted by applicable state statutes.

When either restricted or unrestricted resources are available for use, it is the City's policy to use
restricted resources first, and then unrestricted resources, as they are needed.
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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
D. Assets, liabilities, and net assets or equity, continued
5. Beneficial interest in Trust

The Qregon Community Foundation (the Foundatien) is an Oregon non-profit corporatien. Feundation
endowments are owned, managed, and invested by the Foundstion in accordance with the charitable
goals of the underlying endowment, The Foundation maintains variance power and legal ownership of
their endowments and reports the funds as assets in their financial statements. Also, in accordance with
FASB ASC Topit Not-for-Profit Entities, the Foundation establishes a liability for the fair market value of the
endowment, which is generally equivalent to the present value of future payments expecied to be made
back to the charitable organizatien.

Upon a majority vote of the Lake Oswego City Council, working with the Adult Community Center {ACC)
and tibrary advisory boards, the City may receive these funds back from the Foundation and use themin a
manner that is consistent with the original endowment purpose. Based upon the City’s indirect access to
these funds, their respective fair values are included in the General Fund as a nen-current asset [these
items were included in the ACC Fund and the Library Fund’s balance sheet prlor to consolidation into the
General fund at year end).

Value as of Value as of Value a5 of
The Foundatlon's Lake Oswego Endowment Funds: June 30, 2008 June 30, 2009 June 30, 2010
Adu't Community Center Endowment Fund $ 1,688,738 $ 1,340,423 $ 1,481,590
Public Library Endowment Fund 1,848,084 1,467,187 1,628,934
Public Library - Bischoff Endowment Fund 650,757 487,623 511,582

S 4,187,579 § 3,795,233 23,622,106

6. Unamortized Bond Issuance Costs

on government-wide financial statements, bond issuance costs are deferred and amortized over the term
of the bonds using the straight-line method, which approximates the effective interest method. The
unamartized portion is recorded as unamartized bond issuance costs on the statement of net assets.

7. Capitaf assets

Capital assets, which include land, buildings, tmprovements, equipment, and infrastructure (e.g., streets,
bridges, sidewalks, and similar items), are reported in the applicable governmental or business-type
activities columns in the government-wide financial staterments. Capital assets are defined as assets with
an initial, individual cost of $10,000 or more and an estimated useful life in excess of one year. Such assets
are recorded at historical cost if purchased or constructed. Donated capital assets are recorded at
estimated fair market value at the date of donation,

The costs of normal maintenance and repairs that de not add to the value of the asset or materially extend
asset lives are not capitalized.
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CITY OF LAKE OswWEeGO, 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
7. Capital 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 construgted.

Exhaustible assets of the City, as well as the Lake Dswego Redevelopment Agency, are depreciated using
the straight line method over the following estimated useful lives:

Assets Years
Buildings and imprevements 20-50
Infrastructure 30
Vehicles S-15
Machinery and equipment 5-10
Water systems 50
Sewer systems 40

Capital assets include contribution of capital assets from 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 palicy to pay any
araounts when employees separate from service with the City. All vacation pay is accrued when incurred
in the government-wide and proprietary fund financial statements, The City has chosen to report them
as o current liability because they can be liguidated at any time.

9. Other Postemployment Benefits Obligations

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, long-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 band 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 debi issued and any related
premium is reported as other financing sources, while discounts on debt issuances are reported as other
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1. The reporting entity and summary of significant accounting policies, cantinued
D. Assets, liabilities, and net assets or equity, continued
10. Long-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 tc 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 of estimates

The preparation of the financial staterments, in conformity with accounting principles genarally accepted in
the United States of America, requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities, the disclasure of contingent assets and liabilities at the date of
the financial statements, and the reported 3mounts of revenues and expenses during the reporting pericd,
Actual amounts could differ from those estimates.

2. Stewardship, compliance, and accountabillity

Municipal budgets are adopted on a basis consistent with Oregan Revised $tatutes [ORS 294 — Local
Budget Law). The process under whith 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, subject to the budget requirements of state law, in accordance
with Oregon Revised Statutes. Each fund is budgeted on the medified accrual basis of accounting.

The budget document is required o tontain 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 Budge Committee conducts public hearings for the purpose of obtaining citizens’ comments, and then
approves 3 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 te the Budget
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2. Stewardship, compliance, and accountability, continued 3. Detalled notes on all accounts, continued

Committee for a second approval. After the Council adopis the budget and certifies the total of ad
velorem taxes 1o be levied, no additional tax levy may be made far that budget period.

The City Council legaMy adopts the budget by resolution before luly 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 cantrofl established by resolution are set at the department level. For all other funds, the levels
of budgetary control established by resclution are personal services, materials and services, debt service,
capital outtay, transfers and operating contingency. Appropriations lapse as of the end of the fiscal year for
goods or services not yet received.

The City Council may change the budget throughout the year by transferring appropriations between
tevels of cantrol 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 pubtic, 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, recogniting additional resources carried over from the prior period
and appropriating additional unanticipated monies received after the budget was adopted.

3. Detalled notes on all accounts

A. Deposits and investments

Deposits. Deposits with financial institutions are comprised of two general demand-depasit accounts and
a payroll zero-balance account. The ¢ombined bank balance in these accounts at June 30, 2010 is
55,647,858, Of these deposits, $250,000 is covered by federal depository insurance. As required by
Oregon Revised Statutes, deposits in excess of federal depositery insurance were held at a qualified
depository far public funds. All qualified depesitories for public funds are intluded in the multiple financial
Institution collateral pool that is maintained by and in the name of the Office of the State Treasurer.

Investrments. Oregon Revised Statues and the City’'s investment policy autharize the City to invest
primarily in general obligations of the U.5. Gavernment and its agencies, certain bonded obligations of
Oregon municipalities, bank repurchase agreements, bankers’ acceptances, high-grade corporate
indebtedness, and the 5tate of Cregon Local Government Investment Pool (LGIP). The City's LGIP
Iinvestments are reported at fair value, which is 99 percent of pool shares, at June 30, 2010.
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A. Deposits and investments, continued

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

Weighted average
Investment type Fair value maturity (months}
Bayerische Landesbank
Government National Mortgage Association S 26,450,302 0.50
State of Oregon Local Government Investment Poal 26,918,492 -
Lertificates of Deposit (CD} 1,200,000 1100
$ 54,568,794

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

Credlt risk, State law limits investments in commercial paper and corporate bonds to the 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 Goverament National Mortgage Association was backed by the full faith
and credit of the Federal Government.

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

Custodial credit risk — investments. For an investment, this is the 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 /nvestment Pool (LGIP), an open-ended, no-
load diversified portfolio created under ORS 294.805 to 294,895 that is not registered with the .5,
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, Thase funds must be invested and managed, a3 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-Terr 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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Detailed notes on all accounts, continued

B, Receivables

Receivables as of the fiscal year ended lune 30, 2010 for the City’s governmental activities, net of the
allowance for uncollectible amounts, are as follows:

Other
General {nonmajer} Total

Receivables:

Property taxes S 1,714,415 $ 570,162 § 2,284,577

Accounts 552.84% 539,593 1,092,432

Interest 222,372 93,103 315,875

Assessments - 164,846 164,846
Gross receivables 2,490,036 1,367,704 3,857,740
Less: allowance

tor uncollectibles - {5,000) {5,000}
Nat receivables $ 2,430,036 S 1,362,704 S 3,852,740

Receivables of the City’s business-type activities are reported net of allowance for uncollectible amounts.
Total estimated uncollectible amounts related to receivables as of the end of the fiscal year are as fallows:

Uncollectibles, business-type activities:

CITY OF LAKE OSWEGO, OREGON
Notes to the Basic Financial Statements

tune 30, 2010

3, Detailed notes on all accounts, continued

B. Receivables, continued

Note Receivable. The City of Lake Oswego loaned $1,500,000 to Tri-County Metropolitan Transportation
District for the Portland take Dywego Transit Corridor Project to assist with the Draft Environmental
Impact Statement. The intergovernmental agreement was dated December 1, 2008. The amount of
51,800,000 is to be repaid by September 30, 2012. The difference between the amount loaned and the
amount to be repaid is being recognized by the City as investment income using the straight- line method.
The note is current and has a balance at June 30, 2010 of 51,576,267,

C. Capital assets

Capital asset activity for the fiscal year ended June 30, 2010 was as follows:

Water Fund $ 12,000

Sanitary Sewer Fund 18,400

Surface Water Fund 6,200

Total allowance S 36,600
—

Governmental funds report deferred revenue in the fund financial statements in connection with
receivabtes for revenues that are not considered to be available to liquidate liabilities of the current
period. The deferred revenue reperted in the governmental funds was as follows:

Property taxes:

General Fund $ 1,373,953
Nonmajor Funds 489,647
1,863,600

Liens and assessments:
Systerns Development Charges Fund 9,813
Nonmajor Funds 155,033
164,845
Total deferred revenue for governmental funds $ 2,028,446
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Primary government
Beginning Reclasses B Ending
Governmental activitles; balances Addltions Reductions adjustments balances
Capital assets, net being deprecioted:
Land ard land improvements $ 53,230,671 5 711,383 s - $ - $ 53,942,054
Construction in progress 2,604,821 4,550,332 5,281,534) - 1,873,619
Total capital assets,
not being depreciated 55,835,392 5,261,715 |5,281,534) - 55,815,672
Capital gssets, being depreciated:
Buiidings 28,451,547 1,601,216 (37,752} - 30,015,011
Impeovements other than buildings 19,092,878 67,611 (10.164) - 19,750,325
Machinery and equipment 9.932.62 259,100 (182,372} 49,981 10,059,330
Infrastructure 78,519,788 2,642,924 - - 81,182,710
Total capital assets,
being depreciated 136,016,832 5,170,851 {230,288) 49,981 141,007,376
Less occumulated depreciotion for:
Buildings (6.806,276) {849,945) 52,755 - {2,703,466)
Impravements ather than buildings (8,679,313} (1,028,997) 5,175 {9,712,535)
Machinery and equipment 5,914,792) {700,840) 127,270 (7,488,362)
Infrastructure __(30.227,305) (2,612,727) - (32,840,032)
Total accumulated depreciation (52,727,686) (5,202,50%) 185.800 (57,744,355}
Total capital assets
being depreciated, net 53,289,148 {31,658) (54.438) 49581 83,262,981
Governmental activities
capital assets, net 5139,124,638 § 5,230,057 5 sS.BZG,DZZI ] 49,981 $139,078,654
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Detailed notes on all accounts, continued

€. Capital assets, continued

Depreciation expense was charged ta functions/programs as fallows:

General government $ 1,043,757
Public safety 553,470
Culture and recreation 1,378,588
Lommunity development 29,088
Highways and streets 2,197,606
Depreciation expense (governmental) $ 5,202,509
Beglnning Reclasses & £nding
balantes Additl R adju:
Business-type activities:
Capital assets, not belng depreciated:
Land and land improvements % 3,819,152 $ 353,117 3 - ) $ 4,172,269
Construction in progress 18,822,323 42,475,110 {1,274,712) 60,022,721
Tatal capital assets,
nct belng depreclated 22,641,475 42,828,227 {1,274,712) 654,194,990
Lopita! ossets, belng deprecicted:
Bulldings 27,247,407 256,620 {13,362} 27,490,665
Improvements other than buildings 97,306,091 1,338,300 - - 98,644,391
Machinery and squipment 9,505,902 135,287 {31,844) {49.981} 9,659,364
Total capitat assets,
being depraclated 134,159,400 1,738,207 {45,206) {49,981} 135,794,420
Less accumulated depreciotion for:
Bulldings (11,970,370} (555.782) 6,681 {12,519.471)
imperovements other than buildings (40,259,015) (2,507,252) - (42,766,267)
Machinery and equipment [6.108.409) {356,805) 81,825 6,383.389)
Tetal accumylated depreciation {58,337.794) (3.419.839) 88,506 {61.669.127)
Total capital assets
betng depreciated, net 75821606 ML 43,300 (49,981) 74,135,293
Business-type activities
capital assets, net 5 08,463,081 541,138,595 5 (1,231,412} S 49,981 RHEHARANAR

Depreciation expense was charged to functions/programs as fallows:

Water
Wastewater
Surface water
Golf course
Tennis facility
Depreciation expense (business-type}
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$ 1,442,136
1,251,878
£59,240
46,345
20,240

§ 3;4 19;839
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Detailed notes on all accounts, continued
C. Capital assets, continued

Construction commitments

The City has active construction projects as of June 30, 2010, including the Lake Oswego Interceptor Sewer
(LOIS) project; Oswego Lakefront Park project; and the Lake Oswego/Tigard Water Expansion. As of the
fiscal year-end, the City's commitmants are as follows;

Expended Remaining
Project through 6/30/10 commitment
Street rehabilitation 3 140,547 S 10,69%
Lake interceptor and other sewer projects 58,209,936 31,320,388
Lake Oswego/Tigard Water Expansion 3,638,192 1,599,377

Water and surface water projects 143,715 103,524
Varigus other miscellanecus projects 1,733,071 355,903

$ 64,065,461 $ 33,599,891

D. Interfund transfers

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

During the fiscal year, the City made a transfer of $1,418,572 from the Urban Renewal Agency’s debt
service fund to the Urban Renewal Agency’s capital projects fund. This transfer of tax increment revenues
that are in excess of the annual debt service requirements, is to cover urban renewal expenditures
accounted for in the capital projects fund.

Interfund transfers for the fiscal year ended June 30, 2010 are as follows:

Transfer from Transfer to
other funds other funds. Net
Governmental funds;
General s 15,000 S (432,000} $ {397,000
Nonmajor gavernmental 1,803,767 (1,418,572} 385,195
Total governmental funds 1,838,767 (1,850,572} {11,805)
Proprietary funds:
Surface Water fund - {36,195} (386,195)
Nonmajor proprietary 23,000 {35,000} 48,000
Total proprietary funds £3,000 {71,195} 11,805

Total interfund transfers

g 1,921,767 $ (1,921 7572 -] -
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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
varigus types of debt are discussed below. Qutstanding debt amounts are as of June 30, 2010.

General obligation bonds. General obligaticn bonds are direct obligations and pledge the full faith and
credit of the City. The City issues general obligaticn 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.

Annual 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 actlvities
ending June 30, Princlpal Interest Total
2011 S 2,440,000 $  B98.190 S 3,338,190
2012 2,555,000 804,922 3,359,922
2013 2,665,000 702,369 3,367,369
2014 2,115,000 582,050 2,698,050
2015 1,885,000 495,965 2,380,965
2016-20 7,995,000 1,315,046 2,210,046
2021-22 1,365,000 98,719 1,463,719

$ 21,020,000 S 4,898,261 $ 25,918,251

Line of Credit. On July 6, 2006, a bank line-of-credit in the total amount of 525 million was secured. This
funding source continues to finance the West End Building property. The original line-cf-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
LIBOR plus 1.35 %. This will be due and payable on july &, 2011. ’

Revenue bonds. The City also issues revenue bonds and pledges income derived from the acquired or
constructed assets to pay debt service. During fiscal year 2004-05, the City issued surface water revenue
honds for improvements to the City’s surface water management system in the amount of $3,000,000
having a final maturity in May 2024, During fiscal year 1999-00, the City issued water revenue bonds
relating to various infrastructure improvements te the City's water system in the amount of $7,185,000,
54,505,000 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 bands.
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3, Detalled 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 year Business-type activities
ending June 30, Principal Interest Total

2011 3 725,000 5 457,761 $ 1192761
2012 750,000 438,924 1,188,924
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 1,035,000 69,235 1,104,235
5 11,540,000 S 3,717.438 5 15,257,438

Full Faith and Credit obligations. ™n lune 2009 the City issued $60 million in Full fFaith and Credit
obligations for the lake full phase of the Lake Oswego Intarceptor 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:

Fiscal year FFC activities
ending Jyne 30, Principal Interast Total
2011 s - $ 2,483,469 5 2,488,469
2012 - 2,488,469 2,488,469
2013 1,690,000 2,463,118 4,153,119
2014 1,740,000 2,411,669 4,151,669
2015 1.795,000 2,358,644 4,153,644
2016-20 9,825,000 10,892,319 20,724,819
2021-25 11,850,000 8,783,119 20,633,119
2026-30 14,775,000 5,804,272 20,579,272
2031-35 18.325.000 2,143,250 20,468,250
S 60,000,000 5 39,840,830 5 99,840,830
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3. Detailed notes on all accounts, continued

£, 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 growth in the east end redevelopment area. LORA has urban renewal and redevelopment
bonds cutstanding 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-exempt and 58,270,000 taxable. The variable interest rate for both bonds
at tune 30, 2010 was 0.4%. The rate is adjusted weekly and set by the remarketing agency.

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

Fiscal year Governmental activities
ending June 30, Principal Interest Total

W01 $ 1,070,000 S &77,707 $ 1,747,707
2012 1,230,000 620,537 1,850,537
2013 1,285,000 561,110 1,845,110
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
5 14,345,000 $ 3,948.727 5 18,293,727

Sewer Bond Anticipation Notes. On September 4, 2007, the City Council authorized the issuance of 512
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 luly 3, 2009.
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Detailed notes on all accounts, continued

E. Lang-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 kong-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 expenditures, which
includes the General Fund. Cantingent claims are liquidated by the General Fund.

Beglnning Ending Due within
balance Addltions Reductlons balance one year
Govemnmaental sctivities:
General pbligation ponds
Series 2001 Open Space & Fields $ 4,150,000 § - H [255,000] $  3.855.000 5 305,000
Saries 2003 Parks, Flelds & Pathways 10,510,000 - 1915,000) £,595,000 945,000
Saries 2003-A G.0. Aefunding 2,450,000 - [580,000) 1,870,000 600,000
Serins 2006-A GO, Refunding 4,270,000 - {570,000) 5,700,000 530,000
Urban renews] bonds
Serles 7005-A 9,665,000 - - 9,665,000 -
Series 2005-8 5.695,000 - [1.015.000) 4.630.000 1.070.000
Total bonds payabie 38,740,000 - (3.375,000) 35,165,000 1.51e.000
Line of credit 20,156,913 - - 20,156,913 -
Compensated absences 3,548,188 2,008,322 (1,850,111} 1,696,399 1,694,199
Total gevernmentai activities $ 61,445,101 S 2,008,322 H (5,235,111) § 58218312 $ 6,206,399
Business-type activities:
Revenue bonds / BAN fFUll Faith & Credit
Series 1999 Water $ o000 § -5 (3300000  § - H -
Serles 27005 Surface Water 1,545,000 - {125,000 2,420,000 130,000
Series 2007 Water 9,345,000 - (2250000 9,120,000 595,000
Series 2007 Sewer BAN 12,000,000 - (12,000,000} - -
Serles 2009 Wastewater FFC 60,000,000 - - 60,000,000 -
Total revenue bonds / BAN 84,220,000 - (11,680,000} 71,540,000 725,000
Unamortized bond premium 2,423,615 - {121,190} 2.302.485 121,184
Bonds/BAN/FFC and premiums 86,643,675 - (12,801,150} 71,847,485 B46,184
Compensated absences 252,318 172,907 {149,250} 175,975 275,975
Total business-type activities 4  BE,895993 $ 172,907 S (11,950,440} 5 74118460 S5 1,122,155
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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 amissions; 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 3 municipal insurance pool,
subject to g 575,000 aggregate deductible. For its general insurance coverage, the City pays an annual
premium to City/County Insurance Services {CI5), a public entity risk pool currently operating a common
risk management and insurance program.

LiabHities are reported when it is probable that a loss has occurred and the ameount of the loss 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 tarries 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 liabilities

The City is contingently liable with respect to lawsuits and ather claims incidental to the ordinary course of
its operations. These ¢laims 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 liability, if any, which may
arise from such claims and tawsuits 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.

€. 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
vears. The applicable treatment plant is owned and operated by the City of Portland and the City is
obligated 1o make payments to the City of Portland for usage of the plant, based upen normal user fees
estimated at $2 million annually. At the end of the fifty years, the term chznges to “in 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
determired in the use agreement at the time of termination.

D. Joint Operation

The Lake Oswego-Tigard Water Partnership is 3 joint operation established August 6, 2008 between the
Clty 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 Dswego's water supply facilities and allow Tigard to acquire an ewnership interest.
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4, Other information, continued

D. loint Operation, continued

Lake Oswego is the managing agency to manage the operation, maintenance, repair and replacement of
the existing supply facilities and to manage the pianning, 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 bands.

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 & 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
Retiremant System {PERS). The Cregon Public Employees Retirement Fund (OPERF} applies to the City's
contribution for qualifying employees whe 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 and consists of two programs: The Pension Program, the defined
benefit portion of the pian, applies t& 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 and years of service. As of January 1, 2004, all PERS member contributions go into the
Individual Account Pregram {IAP), the defined contribution pertion of the plan, PERS members retain their
existing PERS accounts, but any future member contributions are deposited into the member's IAP, not the
member’s PERS account.

Both PERS plans provide retirement and disability benefits, post employment healthcare benefits, annual
cost-of-living 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 bady of PERS. PERS issues a publicly available financial report that includes financial
statements and required supplementary information, This report may be obtaired by writing to PERS, PO
Box 23700, Tigard, QR 97281-3700 or by calling 503-598-7377.

Funding pelicy. Members of PERS are required 1o contribute 6% of their salary 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’ cantribution in addition to the required employer’s contribution. For the fiscal year ended
June 30, 2010, the City contributed all of the 6% cantribution an behalt of the employees. The City is
required by ORS 238.225 to contribute at an actuarialty determined rate for the qualifying employees
under the OPSAP plan, and a general service rate for the gualifying 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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4. Other Information, continued
E. Employee retirement pension plan, continued

respectively, The OPSRP rate applicable to pofice and fire personnal and related payroll, in effect for the
fiscal year ended June 30, 2010, was 12.41%. The contribution requirements for plan members are
established by ORS Chapter 238 and may be amended by an act of the Oregon Legislature,

Annual pension cost. The City's contributions to PERS for the years ending June 30, 2008, 2009, and 2010
were $4,299,847, $4,611,636 and $3,937,889 respectively, which equaled the required contribution far
each of these years.

F. Deferred compensation plan

The City offers its employees a deferred compensation plan (the Plan) created in accordance with Internal
Revenue Code Section 457, The Plan, available to all regular, sataried City employees, permits them 1o
defer a portion of their salary until futuze years. Participation in the Plan is optional. Payment from the
Plan is not avaitable to employees until termination, retirement, death or unforeseeable emergency.

The City works with two separate investrment groviders who also provide third-party administration for all
deferred compensation program funds. Participating employees have several investment options with
varying degrees of market risk. The City has no liability for losses under the Plan but does have the duty to
administer the plan in a prudent manner.

In accordance with GASB No. 32, Accounting and Financial Reporting for Internal Revenue Cade Section 457
Deferred Compensation Plans, the City created a Trust (the City of Lake Oswego Deferred Compensation
Trust) and transferred all Plan assets to that Trust on December 31, 1998. AR property and rights
purchased with thase amounts, and all income attributable to those amounts, property, or rights are sclaly
the property and rights of the employee Trust, held for the exclusive benefit of participants and their
beneficiaries, 2nd are not subject to the claims of the City’s general creditors.

G. Postemployment Healthcare Plan {(implicit subsidy)

Plan Description. As required by Cregon Revised Statutes 243.303, the City provides a single-employer
plan to provide retirees with access to group health and dental insurance from the date of retirement to
age &5 at the same rate provided to current employees. GASB 45 is applicable to the City due only to the
implicit rate subsidy. This "plan” is not a stand-alone plan and therefore does not issue its own financial
statements.

Funding Policy. The City collects insurance premiums from all retirees each month and deposits them into
a restricted insurance premium account. The ity then pays health insurance premiums for all retirees at
tiered rates to the insurance company. The required contributions to the plan include the employer's pay-
as-you-go amount, an amount paid by retirees, and an additional amount calculated to prefund future
benefits as determined by the actuary, For fiscal year ended June 30, 2010, the City retirees paid 100
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G. Postemployment Healthcare Plan (implicit subsidy), continued

percent of their insurance premium costs. The City has elected to not prefund the actuarially determined
future cost amount of $1,961,367.

The required monthly contributions of the plan members were as follows for the fiscal year ended June 30,
2010.

Health/Vision Dental
PacSce/Vs Kaiser _ODs _Kaiser
Employee $ 449 $ 430 $ 61 $ 65
Emp + child(s) B850 773 97 117
Employee + 1 1,012 859 122 130
Full Family 1,342 1,785 17¢ 195

Annual OPEB Cost and Net OPEB Obligation. The City's annual other post employment benefit cost is
cakulated based on the annuval required contribution of the employer (ARC), an amount actuarially
determined in accordance with the parameters of GA5B Statement 45, The ARC represents a level of
funding that, if paid on an ongoing basis, Is projected to cover normal cast each year and amortize any
unfunded actuarial liabilities over 3 period of 15 years

The following table shows the cornpenents of the City's annhual OPEB cost for the year, the ameunt actually
contributed to the plan, and changes in the City's OPEB abligation to the plan.

Empleyer's normal cost at year end s 350,104
Amortization of UAAL with interest 352,836
Annual Required Contribution {ARC) 702,940
interast on prior year Net OPEB Obligation 66,192
Adjustment ta ARC {103,829)
1ess contribution {a mounts paid during year for QPEB) -
Impticit benefit payments {174 879
Increase in Net OPEB Obligation 490,424
QPEB gbligation at beginning of year 1,470,543
OPEB obligation at end of year (june 30, 2010) S 1,961,367
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4. Other information, continued

G. Postemployment Healthcare Plan {implicit subsidy), continued

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

Fiscal Year Ended Annual OPEB Cost Cost Contribugion Net OPEB Cbligation
06/30/2010 $ 665,303 26% $1,961,367
06/30/2009 957,832 23% 1,470,943
06/30/2008 912,128 20% 732,488

Funded Status and Funding Progress. The funded status of the plan as of August 1, 2008 {the date of the
most recent actuarial valuation}, was as follows:

Actuarial accrued liability (AAL) S 4,627,417
Unfunded actuarial accrued liahility (UAAL) $.4627.417
Funded ratio (actuarial value of plan assets/AAL) 0.00%
Covered payroll {active plan members) 522,918,922
UAAL 35 a percentage of covered payroll 20.19%

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions abcut the probability of occurrence of events far inte 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.

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 attuarial methods and assumplions 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,

In the August 1, 2008 actuarial valuation, the entry age normal actuarial cost method was used. The
actuarial assumptions included a 4.5 percent investment rate of return [net of administrative expenses)
and an annusl healthcare cost trend rate of 8 percent, reduced by decrements to an ultimate rate of 5
percent. The UAAL is being amortized using the level percentage of payroll cver an open pericd of fifteen
{15} years.
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H. Retirement Health Insurance Account (RHIA)

Plan Description. As a member of Oregon Public Employees Retirement System {OPERS) the City
contributes to the Retirement Health Insurance Account {RHIA) for each aof its eligible employees. RHIA s 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 eligibla retirees. Oregon Revised Statute {QRS) 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.

Funding Policy. Because RHIA was ¢reated 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 Legisiature. ORS require that an amount equal to $60 cr the total monthly
cost of Medicare companicon hezlth insurance premiums coverage, whichever is less, shall be paid from the
Retirament Health Insurance Account established by the employer, and any monthly cost in excess of 560
shall be pzid 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 elght years or more of
qualifying service in PERS at the time of retirement or receive a disahility 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,

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 annuzl 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 562,031 and $135,701, respectively,
which equzled the required contributions for those years.
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Other information, continued
). Property tax 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 510 per thousand of real market value. Although alt
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 1957 —
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, exclusive of new construction and annexations.

). Subsequent Event

In September 2010, the City issued 535 million of Full Faith and Credit obligations to finish the Lake

Oswego Intercepter Sewer project. The future debt payments will be made from the Wastewater Utility
Fund.

K. New Pronouncements

The Governmental Accounting Standards Board {GASB) has issued GASB Statement No. 54 “Fund 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 estahlishes naw
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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BUDGET TO ACTUAL
Major Governmental Fund
{required supplementary information)
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City of Lake Oswego, Oregon

General Fund

Schedule of Resources and Requirements - Budget to Actual
for the flscal year ended June 30, 2010

Resources:
Beginning fund balance
Property taxes
Franchise fees
Intergovernmental
Licenses and fees
Fines and forfeitures
sales and services
Miscellaneous
Transfers
Other financing sources

Tota! resources

Requirements;
Clty council
City attorney's office
City manager's office

Economic / capltal development

Redevelopment
Facilities management
Finance

Risk management

Fire services

Human rasources
Information technalogy
Library

Municipal court

Parks and Recreation
Adult community center

Planning and Building services

Palice
Nondepartmental
Contingency
Unappropriated ending
fund balance
Total requirements

2009-10 Budget
Actual Variance with
Origlnal Final Amounts Final Budget
5 19,587,227 $ 20,002,978 § 20,002,978 H .
25,430,000 25,430,000 25,484,337 54,317
2,195,000 2,195,000 2,126,633 (68,367)
3,965,000 4,122,000 4,087,668 {34,332}
2,090,000 2,090,000 2,042,439 (47,561}
972,000 1,122,000 1,129,228 7,218
3,311,000 3,311,000 3,280,961 {30,039}
1,070,000 1,070,000 1,228,561 158,561
4,193,000 4,193,000 4,049,897 (143,103}
372,000 371,000 2,500 {369,500}
5 63,185,222 $ 53.907,978 5 63.435.202 S [472,776)
$ 9100 & 91,000 5 85,146 S 5,854
580,000 580,000 561,160 18,840
1,785,000 1,955,000 1,781,775 173,225
2,058,000 2,498,000 487,945 2,010,055
264,000 288,000 275,494 12,506
1,180,000 1,251,000 863,055 387.945
1,284,000 1,354,000 1,310,783 83,217
690,000 690,000 593,654 96,346
8,501,000 8,703,000 8,537,911 165,089
531,000 571,000 525,108 45,852
1,367,000 1,383,000 1,378,368 4,632
3,302,000 3,374,000 3,109,623 264,377
765,000 915,000 287,720 27,280
5,774,000 6,009,000 5,386,675 622,325
1,167,000 1,180,000 1,023,340 158,660
3,475,000 3,607,006 3,360,015 246,985
10,136,000 10,388,000 9.380,710 1,007,290
£52,000 1,753,000 1.452,207 300,793
6,497,000 4,395,756 - 4,395,756
12,882,222 12,882,222 22,436.513 9,554,291}
5 63,185,222 S 63.907,978 5 63,435,202 S 472376




CITY OF LAKE OSWEGOD, OREGON
Notes to Required Supplementary Information
June 30, 2010

1. Stewardship, compliance, and accountability

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

Budgetary Basis — The basis of budgeting for all major funds is the modified accrual basis of
accounting. The City Countcil legally adopts the budget by resolution before July 1. The resofution
establishes appropriations for each fund and sets the level by which expenditures cannot legally
exceed appropriations, In the general fund the levels of budgetary control established by resclution
are set at the department level, For all other funds, the levels of budgetary control established by
resolution are expenditure categories of personal services, materizls and services, debt service,
capital outlay, transfers and operating contingency.
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COMBINING AND INDIVIDUAL FUND FINANCIAL
STATEMENTS AND SCHEDULES
for Other Major and Nonmajor Governmental Funds

$Special Revenue Funds

These nonmajor funds are used to account for specific revenues that are legally restricted to
expenditure for particular purposes.

Jourism Fund — tracks and accounts for the revenue generated by the 2% increase in the
City’s partion of the local ladging tax {also known as the hotel/motel tax), Per state law, for any
increases in the loc¢al transient ledging tax after July 1, 20G3, at least 70% of net revenue
from the increase must be used for funding tourism promotion or tourism related facilities

Streetcar Fund = accounts for the activities of the City's trolley operations, Revenues are derived
primarily frem intergovernmental revenues.

Percent for Art Fund — accounts for the purchase and maintenance of the City's art collection.
Revenue ¢onsists of transfers fram the parks and recreation fund equal to a percent and
This page intentianally left blank + one-half of the cost of qualified projects.

Street Fund - accounts for the activities of building, rebuilding and maintaining City streets,
right-of-way improvements, and street lights. Revenue is derived primarily from motor vehicle
fees from the State of Oregon, and a street maintenance fee,

Systems Development Charges Fund - accounts for the collection and expenditure of City
systems development charges for water, sanitary sewer, transportation, parks, and surface
water. Revenues are derived primarily from the various systems development charges.

Maintenance Services and Motar Pool Fund — accounts for the maintenance of equipment,
property, and for the activities of the autemobile fleet of the City. Revenues are derived from
reimbursements from other funds for associated costs as well as a reimbursement from the
Lake Oswego School District for fuel usage.

Engineering Fund — manages the planning, design and construction of the City's infrastructure,
including surface water, water, wastewater coilection, and transpostation. In addition, the
Engineering Division provides technical support for privately financed public improvements
(constructed with development projects), and provides G15 mapping services.

Bigygle Path Fund — accounts for procurement of pathways for public use. Revenues are
derived fram a portion of State provided motor vehicle fees,
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Debt Service Funds

These nanmajor funds are used to account for payment of general obligation and urban renewal
bonds. :

Bended Debt Service Fund — accounts for the payment of principal and interest on certain
general abligation bonded debt, The primary source of revenue is property taxes.

Redevelopment Agency Debt Service fund — aceounts for the payment of principal and interest
or urban renewal bonds. The primary source of revenue is property tax increment revenues.

Capital Project Funds
These funds account for the construction of specific capital projects.

Redevelopment Agency Capital Proje¢ts Fund — accounts for the City's redevelopment
activities in the City’'s east end urban renewal district. Resources are derived primarily fram

debt finantcing, which is repayable by property tax increment revenues and interest on
investments.

Assessment Prgject Fund - accounts for expenditures related to local improvement districts.
The primary revenues source is from assessment coliections.
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Combining Balance Sheet
Nonmajor Governmental Funds
os of June 30, 2012

Assets
Cash and investments
Property taxes receivable
Accounts receivable
Assessment liens receivable
Irventeries
Restricted cash and investments

Total assets

Liabilities and Fund Balances
Liabilittes:
Accounts payable
Salaries and benefits payable
Refundable deposits
Deferred revenue
Due 1o other funds

Total lizbilities

Fund balances:
Reserved for:
Inventories
Capital projects
Debt service
Systems development charges
Unreserved, reparted in:
Special revenue funds
Capltal projects funds
Total fund balances

Total liabilities and fund balances

Special Revenue Funds

Percent

Tourlsm Streetcar for Art Street

Fund Fund Fund Fund
s 138,958 % 306888 $ 9,769 S 573,399
25,715 100,000 - 375,225
S 164683 $ 406,388 § 9,769 3 948,624
5 28977 5 19,942 H - 5 218,082
- - $.300
24,777 19,942 - 223,382
139,916 386,546 9,769 725,242
135,916 386,946 9,76% 725,242
$ 164,693 % 406,888 5 9.76% 5 948,624
Continued on next page
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City of Lake Oswego, Oregon

Cembining Balance Sheet
Nonmajor Governmental Funds
as of June 30, 2010

Atsets
€ash and investments
Property taxes receivable
Accounts receivable
Assessment liens racetvable
Inventories
Restricted cash and investments

Total assets

Ulabilities and Fund Balances
Llabllities:
Accounts payable
Salaries and benefits payable
Refundable deposits
beferred revenue
Due to other funds

Taotal liabilities

Fund balances:
Reserved for:
Inventories
Capital projects.
Debt senvice
Systems development charges
Urnreserved, reported in:
Special revenue funds
Capital projects funds
Tatal fund balancas

Tatal liabilities and fund balances

Continved from previous page

Speclal Revenue Funds

Oebt Service Funds Capital Prejects Funds
levelop Redevelop t Total
Banded Agency Agency Assessment Nonmalor
Debi Service Debt Service Capltal Prajects Project Governmental
Fund Fund Fund Fund Funds
s - 5 - B . s 96,974 $ 1351261
352,584 217578 - - 570,162
. . - 539,593
- 155,033 164,845
- . - - 24,185
686,794 5,142,070 7.858.701 - 16,270,050
$ 1,039,378 $  5,359.548 5 7,858,701 5 252,007 $  18.920.107
ke
H - s 5 234,336 5 24,736 s 538,705
- . . - 7,639
- . - 83,916
311,963 177,684 - 155.033 654,493
- 4,030,239 1.768.272 - 5.798.511
311,963 4,207,923 2,002,608 179,769 7.083.264
- - - 24,1958
- - 5,856,093 - 5,856,093
127.415 1151725 - - 1,879,140
- - - . 2,582,485
- - 1.422,692
- 72.238 72,238
727415 1,151,725 5,856,093 72,238 11,836,843
$ 1,039,378 3 5,359,648 5 7,858,701 S_m w_

Systems Malntenance
Davelopment Services and Bleycle
Charges Mator Pool Engineering Path
Fund Fund Fund Fund
$ - H 41,851 $ 95,757 5 87,655
- 19,433 19,200
9,813 - .
- 24,195 -
2,582,485 - -
$ 2,592,298 5 85479 5 114,957 $  B2.665
5 . H 12,519 S 4,318 H
- 3,206 4,433
- - 78,616
9,813 - -
9,813 15,720 87,367
24,195 -
2,582,485 - -
- 45,564 27,590 87,665
2,582,485 69,759 27,590 87,665
$ 2,592,298 $ 85,479 5 114,957 5 87,665
Continued on next page
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City of Lake Oswego, Oregon

Combining Statement of Revenues, Expenditures and Changes in Fund Balances

Nonmajor Governmental Funds
Sor the fiscal yeor ended june 30, 2010

Revenues:
Property taxes
Franchise fees
Intergavernmental
Licenses and fees
Charges for services
Spedal assessment - peincipal
Miscellaneous

Total revenues

Expenditures:

Current:
General government
Culture and recreation
Community Development
Highways and streets

Dbt service:
Principal
Interest

Capltal cutlay

Total expenditures
Excess {deficiency) of revenyes
over (under) expenditures

Other financing sources (uses):
Transfers in
Transfers out

Total other financing saurces juses)
Net change in fund balances
Fund balances - beginning

Fund balances - ending

$pecial Revenue Funds

Percent
Tourism Streetcar for Art Street
Fund Fund Fund Fund

. - 5 . 5 .
- 60.000 - 1,508,354
258,669 - - 1,254,307
- 20,000 - .
55 4,282 241 16,223
258,724 84,282 241 - 1,283,884

- 172,111 93,000
- - - 2,207,705
118,808 11,500 652,669
118,808 177,113 104,500 2,860,372
133916 {87,829) {104,259} 428,510
100,000 249,000
100,000 249,000
139,316 182,825} {4.253) 677,510
474,775 14,078 47,732
119,916 186,946 $ 9,769 $ 725.242

wa—

Cantinyed on next page

Special Revenue Funds

Debt Service Funds

Systems Maintenance Aedevelopment
Development Services and Bicycte Bonded Agency
Charges Mator Poal Engineering Path Debt Service Debt Service
Fund Fund Fund Fund Fund Fund
5 s - H - - 5 1,318,437 H 3,161,045
- - - 15,236 .
571,520 1.578 508,655 -
- 596,335 2,097,000 - -
10,796 182,665 25,434 653 14,363 16,863
532,316 780,578 2,632,089 15,889 3,342,800 3,177,508
2,970 1,186,266 - - R
. - 2,589,235 - R
- - 2,360,000 L.015,000
- - - 985,165 28R.333
75,687 15,264 - - .
2,970 1,261,953 2,604,499 - 3,345,165 1,303,333
589,346 (481,375) 17,550 15.889 {2.365} 1,874,575
- - - 11418572
- - - [1418,572)
589,346 [a81,375) 27,590 15,889 {2,365) 456,003
1,993,139 551,134 - 71776 729.780 695,722
5 2,532.48% 5 £9,759 5 27,590 £7.665 5 727,415 $ 1,151,725
i — —
Continued on next page
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City of Lake Oswego, Oregon City of Lake Oswego, Oregon

Combining Statement of Revenues, Expenditures and Changes in Fund Balances Tourism Fund

Not:,major'Goverr;n;ental;;u;:tso Schedule of Resources and Requirements - Budget to Actual

r n
far the fiscal year ended June 30, for the fiscal year ended lune 30, 2010
Capital Projects Funds
2009-10 Budget
R'dt:::vm’"' Assessment No:‘::allor Actual Variance with
Capltal Projects Project Governmental Original Final Amounts Final Budget
Fund Fund Funds Resources:

Revunins: Ucenses and fees $ 10000 5 320000 5 258668 S (61.331}
Property taxes 5 . 5 - % 6,479,482 Miscellaneous 12,000 12,000 55 {11,945}
Franchise fees - - 500,000 Total resources S 332,000 5 332,000 s 258724 5 {73,276}
Intergovernmental - - 1,583,590
Licenses and fees - 26,581 2,622,310
Charges for services - - 2,113,335 Requirements:

Special assessment - principal - 43,560 49,560 L .
Misceflanaous 81,787 (6,132) 77,220 Materials and services $ 175,000 5 175,000 s - 5 175,00¢
Capital outlay 125,000 125,000 118,808 6,192
Total revenues 81,787 70,009 14,325,507 Unappropriated ending

Expendlitures: fund balance 32.000 32.000 139.916 {107.916)

Current: Total requirements S 332000 $ 332,000 S 258724 S 73,276
General government 708,660 - 1,897,896 s — —
Culture and recreaticn - - 265,111
Community Development - - 2,589,235
Highways and streets - - 2,207,705

Oebt service:

Principal - - 3,375,000

Interest - - 1,273,498

Capital outtay 2,636,572 93,078 3,605,578

Total expendizures 3,345,231 99.078 15.218.023
Excess {defkiency) of revenyes

over (under] expendituret {3,263,445) {29.069] 892,516]

Qthar financing sources (uses):

Transfers in 1.418,572 - 1,761,572

Transters out - - [1418,572)

Tota! ather financing sources {uses] 1,418,577 - 349,000

Net change in fund balances (1,844,873) (29,069} {543,518)

Fund batances - beginning 7.700.966 101,307 12,380,359

Fund batances - ending 5 5,856,093 5 72,238 5 11,835,843

————— m— ————
Cantinued rom previous page
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City of Lake Oswego, Oregon

Streetcar Fund
Schedule of Resources and Requirements - Budget to Actual
for the fiscol year ended June 30, 2010

2009-10 Budget

Actual Varlance with
Original Final Amaounts Final Budget
Resources:
Beginning fund balance 3 380574 § 380674 5 474,775 S 94,101
Intergovernmental 60,000 60,000 £0,000 -
Miscellaneous 11,000 11,000 4,282 {6,718}
Transfers 20,000 20,000 20.000 -
Total resaurces 5 471674 § 471,674 $ 559457 5 47,383
Requirements:
Materials and services $ 125000 % 133,000 $ 172111 % 18,889
Contingency 345,674 280,674 - 280,674
Unapprepriated ending
fund batance - - 386,946 [386,945)
Total requirements 5 471674 S 471,674 $ 559,057 s [87,383)

City of Lake Oswego, Oregon

Percent for Art Fund

Schedule of Resources and Reguirements - Budget to Actual
Sor the fiscal year ended June 30, 2010

2009-10 Budget
Actual Varlance with
Original Final Amgounis Final Budget
Aesources:
Beginning fund balance 5 16,867 s 15,867 $ 14,028 s (2.839)
Miscellaneous - . 241 241
Transfers 100,000 100,000 100.000 -
Total resources s 116,867 S 116867 $ 114,269 5 {2.598)
= i
Requirements:
Materials and services s 93,000 H 93,000 5 93,000 -
Capital cutlay 12,000 12,000 11,500 500
Unappropriated ending
fund balance 11,867 11,867 9,769 2,008
Total requirements H 116,867 3 116,867 5 114,269 5 2,598
85
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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 Budget
Actual Varlance with
Qriginal Final Amounts Final Budget
Resources:
Beginning fund balance § 17703 5 177031 5 47,732 ) (129,299}
Franchise fees 500,000 500,600 500,000 -
Intergovernmental 2,480,000 2,480,000 1,508,354 (971,646}
Licenses and fees 1,214,000 1,214,000 1,254,307 40,307
Miscellaneous 15,000 15,000 26,223 11,223
Transfers - 245,000 249,000 -
Toral resources 3 4,386,031 5 4,635,031 3 3.585.616 $ !1.049.415
Requirements:
Persanai services $ 445000  § 484000 5 463545 S 20,455
Materlals and services 1,203,000 1,203,000 1,006,640 196,360
Transfers 689,000 911,000 737,520 173,480
Capital outlay 1,793,000 1,793,000 652,669 1,140,331
Contingency 255,031 244,031 - 244,631
Unappropriated ending
fund balance - - 725,241 (725,242}
Total requirements 5 4,386,031 5 4.635.031 5 3.585,616 $ 1.049,41&
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City of Lake Oswego, Oregon
Systems Development Charges fund
Schedule of Resources and Requirements - Budget to Actual
Jor the fiscal year ended June 30, 2010
2009-10 Budget
Actual Varlance with
Original Final Amounts Final Budget
Resources:
Beginning fund balance 3 1135041 $ 1135041 $ 1,993,139 5 858,098
Licenses and fees 520,000 580,000 571,520 (8,430)
Miscellaneous 68,000 68.000 20,796 {47,204)
Total resources 5 1,783,041 $ 1,783,041 § 2,585,455 5 502,414
Raquirements:
Materials and services $ 30,000 H 30,000 $ 2,910 5 27.030
Cantingency 1,753,041 1,753,041 - 1753041
Unappropriated ending
fund batance - - 2,582,485 [2,582,485)
Total requirements $ 1,783,041 S 1,783,041 S 2,585,455 5 (802.414)
:14




City of Lake Oswego, Oregon
Maintenance Services and Motor Pool 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
Resources:
Beginning fund balance $ 496514 § 551,134 $ 551,134 s -
Licenses and fees - - 1,578 1578
Miscellanegus 225,000 225,000 182,665 (42,335)
Transfers 613,000 716,000 596,335 {119,665}
Total resources $ 1334514 § 1,492,134 5 1,331,717 S (160422}
==y
Requirements:
Personal services $ 792,000 $ 845,000 5 812683 $ 13317
Materials and services 330,000 480,000 352,207 127,793
Transfers 2,000 2,000 1.376 624
‘Capital outlay 73,000 155.000 75,687 79.313
Contingency 137,514 9,134 2134
Unappropriated ending
fund balance - - 69.759 [69.759}
Total requirements 5 1,334,514 5 1.492,134 $ 1,331,712 5 160,422
B8

City of Lake Oswego, Oregon

Engineering Fund

Schedule of Resources and Requirements - Budget to Actoal
for the fiscal year ended fune 30, 2010

Resources:
Licenses and fees
Miscellaneous
Transfers
Total resources

Requirements:
Personal services
Materials and services
Transfers
Capital outlay
Contingency
Urapprogriated ending
fund balance
Total requirements

200910 Budgset

Actual Varlance with

Original Final Amounts Final Budget
1,332000  §  $65.000 5 509655 S {55,345}
50,000 50,000 25,434 {24.566)
1,824,000 2,597,000 2,007,000 ____ (500,000)
3,212,000 $ 3,212,000 $ 2,632,089 5 (579.911)
2,352,000 & 2401000 ° $§ 2,229,359 ) 171,601
355,000 355,000 138,507 216,493
226,000 226,000 221,329 4,671
20,000 20,000 15,264 4,736
259,000 210,000 - 210,000

- - 27,590 (27.590)
3,212,000 $ 3,212,600 5 2,632,089 F) 579,911

ag




City of Lake Oswego, Oregon

Bicycle Path Fund
Schedule of Resources and Requirements - Budget to Actual
jor the fiscal year ended june 30, 2010

2009-10 Budget
Actual Variance with
Original Final Amounts Final Budget
Resources:
Beginning fund balance s 71,867 H 71,867 5 71,776 s 91)
Intergovernmental 15,000 15,000 15,236 236
Miscellaneous 1,000 1,000 653 {347)
Total resources 5 87,867 5 7,867 5 87,665 5 {202}
Requirements:
Capital cutlay & 87,867 s B7,867 5 - 5 87,867
Unzppropriated ending
fund balance - - 87,665 (87,665}
Total requirements 5 §7BET 5 BIB6? 5 87665 $ 202
ov— —=

90

City of Lake Oswego, Oregon
Bonded Debt Service Fund

Schedule of Resources and Requirements - Budget to Actual
for the fiscal year ended June 30, 2010

2009-10 Budget

Actual Varlance with
Orlginal Final Amounts Final Budget
Rescurces:
Beginning fund balance $ 690,310 5 690,810 5 729,780 5 38,970
Property takes 3,310,000 3,310,000 3,318,437 8,437
Miscellanecus 45,000 45,000 24,353 20,637)
Total resources $§ 4,045,810 5 4,045,810 § 4,072.580 H 26,770
—
Reguirements:
Debt Service
Pringipal § 2,360,000 $  7.360,000 $ 2,360,000 H -
Interest 986,000 586,000 485,165 835
Unappropriated ending
fund balance 699,810 699,810 727,415 127,605)
Total requirements § 4,045,810 $ 4,045,810 $ 4,072,580 5 {26,770)
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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, 2012

2009-10 Budget

Actual Varlance with
Original Final Amounts Final Budget
Resources:
Beginning fund balance $ 388129 5§ 383129 5 B9572 S 307593
Property taxes 2,748,443 2,748,443 3,161,045 412,602
Misceilaneous 30,000 30,000 16,863 {13,137}
Total resources $ 3,166,572 $ 3166572 S 3.873630 ] 707,058
Requirements:
Debt Service
Principal § 1015000 $ 1015000 % 1015000 S -
Interest 733,000 733,000 288,333 444 667
Transfers 1,418,572 1,418,572 1,418,572 -
Urappropriated ending
fund balance - - 1,151,725 {1.151,725)
Total reguirements 3 3166572 5 3.166.572 § 3,873& $_ {307.058)

92

City of Lake Oswego, Oregon
Redevelopment Agency Capital Projects Fund

Schedule of Resources and Requirements - Budget to Actual

for the fiscal year ended June 30, 2010

Resources:
Beginning fund balance
Miscellaneous
Transfers
Total resources

Requirements:
Materials and services
Capital outlay
Unappropnated ending
fund balance
Total requirements

2009-10 Budget

Actual Varlance with

Original Final Amountg Finaj Budget

S 7,132,438 § 7132438 $ 2,700,956 H 568,528

144,000 144,000 81,787 {62,213}

1,418,572 1,418,572 1,418,572 -

5 §,695,010 5 B.655,010 $ 9,201,325 5 506,315

$ 883,000 S 583,000 § 708660 5 179,340

7,800,000 7,800,000 2,626,572 5,163,438

7.010 7.010 5,856,043 [5.849,083)

$ 8,695,010 5 8,695,010 $ 9.201325 5 {506,315}
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City of Lake Oswego, Oregon

Assessment Project Fund
Schedule of Resources and Requirements - Budget to Actual
Sor the fiscal year ended June 30, 2010

2009-10 Budget

Actual Variance with
Qriginal Final Amounts Final Budget
Resources:
Beginning fund balance s 82,751 3 B2,751 $ 101,307 5 18,556
Licenses and fees - - 26,581 26,581
Special assessment 18,000 18,000 49,560 31,550
Miscellaneous 19,000 19,000 16,132} (25,132}
Total resources § 119,751 $ 119751 $ 171,316 H 51,565
Requirements:
Capital ovtlay $ 100,000 $ 100,000 $ 99,078 H 922
Contlngency 19,751 19,751 - 19,751
Unappropriated ending
fund batance - 72,238 (72,238}

Total requirements 5 119,751 3 ' 119,751 5 171,316 5 (51,565}
e i—
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COMBINING AND INDIVIDUAL FUND FINANCIAL
STATEMENTS AND SCHEDULES
for Major and Nenmajor Proprietary Funds

Proprietary Funds
These funds account far 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 Func (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
systemn which was developed to address water quatity 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.

95




This page intentionally left blank

96

City of Lake Oswego, Oregon

Combining Statement of Net Assets
Nonmajor Proprietary Funds
as of june 30, 2010

Business-type Activities - Enterprise Funds

Total
Golf Tenniy Normajar
Course Facility Praprietary
Fund Fund Funds
Assets
Current assets:
Cash and investments 5 6,823 477,125 s 433,948
Inventories 73,228 - 73,228
Total current assets 80051 477,115 557,176
Nancurrent assets:
Capital assets:
Land 227,929 - 227,529
Buildings and improvements 1,447,456 649,659 2,097,115
Machinery and equipment 141,109 10.300 251,409
1,916,494 659,959 1.576,453
Less accumulated depreciation {1,096,951) (454,848} {1,551,799)
Total capitai assets (net of
accumulated depreciation} 819,543 205,111 1,024,654
Total assets 299,594 682,236 1,581,830
Liabilities
Current fizhilities;
Accounts payable 12,367 3,964 16.331
Salaries and benefits payable 1,022 334 1,356
Compensated absences payable 17,938 4,773 22,9709
Tatal current liabilities 31,327 9,069 40,396
Naoncurrent liabilities:
Accrued ather post, oy benefit obij, v 43,600 18,700 62,300
Total nancurrent liakilities 43,600 18.700 61,300
Total liabiiities 74,927 27,769 102,696
Net Assets
Invested in capital assets, net of related debt 819,543 205,111 1,024,654
WUnrestricted 3,124 449,356 454,480
Total nat assets S 824,667 654,467 S 1,479,134
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City of Lake Oswego, Oregon

Combining S5tatement of Revenues, Expenses, and Changes in Fund Net Assets

Nonmajor Proprietary Funds
for the fiscal year ended june 30, 2010

Operating revenues:
Licenses & Fees
Charges for sales and services
Miscellaneous

Tatal operaling revenues

Operating expenses:
Salaries and benefits
Operating supplies and services
Depreciation
Services performed by other funds
Total operating expenses
QOperating income {loss]

Nenoperating revenues (expenses):
Interest on investments
Loss on sale of capital assets

Tatal nonoperating revenues | 3)
Net income {loss} before

contributions and transfers

Capital gontributions
Transfers in
Transfers out

Change in fund net assets
Total net assets - beginning

Total net assets - ending

Business-type Activitles - Enterprise Funds

Total
Golt Tennis Nenmajor
Course Facllity Praprietary
Fund Fund Funds
- 2347 2347
657,685 378,372 1,036,057
21,715 1,965 23,680
679,400 382,684 1,062,084
511,425 141,085 652,510
238,405 137,692 376,097
48,345 20,240 66,585
31,996 70,5482 102,578
828,171 369,599 1,187,770
{148,771) 13,085 (135,686)
181 4,795 4,976
- [6.682) {6.682)
181 (1,887) {1,706}
{148,590) 11,198 (137,392)
89,202 - 29,202
B3.000 - 23,000
- {35,000} {35.000)
23,612 (23,802) (190)
801,055 675,269 1,479,324
824,667 554,467 1.479,134
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CITY OF LAKE OSWEGO, OREGON
Combining Statement of Cash Flows
Nonmajor Proprietary Funds

for the fiscal year ended June 30, 2010

Cash fllows from operating actlvities:
Receipts from custamers
Payments to suppliers
Payments to employees
Internal activity-payments 1o other funds
Other receipts

Met cash provided by operating activities

Cash flows from noncapital financing acthities:
Transfers to/from other funds

Cash flows fram nancapita! financing activities:
Purchases, acquisitions, and constructian of capital assets

Cash flows from investing activities:
Investment income

Net increase (decrease) in cash and cash equivalents

Cagh and cash egquivalents, June 30, 2009
Cash and cash egulvalents, lune 30, 2010

Buslness-type Actlvities - Enterprise Funds

Golf Tennis
Course Facllity
Fund Fund Tatal
5 657,685 5 387,313 $ 1,044,998
{247.933) (120,718} (388,851}
{497,891) (136,281} (634,172}
(31,996) (70,582} {102,578)
21,7158 1,965 23,680
(98.420) 41,697 {56,723)
83,000 (35,000} 4R, 000
. {15,643) (15,643)
181 4,795 4,976
(15,239} {5,151) (20,3500
22,062 482,276 504,338
5 6,821 5 477,125 $ 453,943

Reconciliztion of operating income {loss) ta net cash provided by operating activities:

Operating income (loss}
Adjustments io reconcile operating inceme (loss)
10 net cash pravﬁ'.led by operating acthvities:
Depreciation expense
Changes in assets and lizbilitles:

Receivables

Inventories

Accounts payable

Salaries and benefits payable

Accrued ather 1ent benefits

Compensated absences payable

Net cash provided by operating activizies

Noncash capital and related flnancing activities:
LCapltal assets contributed from developers and other funds

5 (148,771y  $ 13,085 $ {135.686)
46,345 20,240 66,585

. £599 6,594
{5,303} - {5,303}
{4,225) (3.626) 7,254

£35 334 969

5,400 1,000 £,400

7,493 3,470 10,969
s 964200 5 41,697 5 {56,723}
$ 89,202 $ - 5 29,202




City of Lake Oswego, Oregon

Water Fund

Schedule of Resources and Requirements - Budget to Actual

for the fiscal year ended June 30, 2010

Resources:
Beginning fund balance
Licenses and fees
Sales and services
Miscellaneous
Total resources

Reguirements:
Personal services
Materials and sendces
Debt Service
Transfers
Capital outlay
Contingency
Unappropriated ending

fund balarce
Total requirements

2009-10 Budget

Actual Variance with

Orlginal Final aun Final Budget

$ 7,815,300 $ 7.815,300 $ B482,209 $ 668,909
- - 13,735 13,735
5,537,000 5,537,000 5,453,017 {83,983}
105,000 105,000 92.789 {5,2¢1)

§ 13,457,300 % 13,4529.2: $ 14,050,750 S 593,450
$ 1,315,000 % 1,334,000 S 1,385,428 H 8,572
2,174,000 2.174,000 1,518,594 655,406
814,000 944,000 749,507 194,493
926,000 1,116,000 978,916 137,084
1,648,000 1,663,000 417,610 1,245,390
6,580,300 6.166,300 - 6,166,100
- - 9.000,695 {9,000,695}
$ 13,457,300 $ 13,457,300 5 14,050,750 S (593.450)
e

Note: For purposes of reporting this fund is combined with the Lake Oswego - Tigard

Water Partnership Fund for presentation in the proprietary fund statements.
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City of Lake Oswego, Oregon

Lake Oswego - Tigard Water Partnership 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
Resources:
Intergovernmental 5 3.476,000 § 5,741,000 5 4,848,759 5 (892,241)
Licenses and fees - 474,561 474,561
sales and services 10,000 10.000 9,540 {460)
Miscellaneous 86.000 86.000 1,381 {84,619)
Total resources $ 3,772,000 $ 5,837,000 5 5,334,241 5 {502,759}
==
Reguirements:
Personal services s 356,000 $ 300,000 S 247,692 ) 52,308
Materials and services 1,052,000 175,000 65,172 109,828
Transfers 80,000 80,000 76,152 3,848
Capital outlay - 5,082,000 3,655,849 1,426,151
Contingency 2,284,000 200,000 - 200,000
Unappropriated ending
fund balance - - 1,289.376 {1,289,376)
Totalrequirements 3772000 § 5837000 S 5334281 5 500,758

Note: For purpases of reporting this fund is combined with the Water Fund
for presentation in the proprietary fund statements.
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City of Lake Oswego, Oregon

Wastewater Fund

Schedule of Resources and Requirements - Budget to Actual
for the fiscal year ended June 30, 2010

Resources:
Beginning fund balance
Licenses and fees
Sales and services
Miscellaneous
Other financing sources
Total resources

Reguirements;
Personal services
Materiats and services
Debt Service:
Transfess
Capital cutlay
Contingency
Unappropriated ending

fund balance
Total requirements

2009-10 Budget

Actual Variance with
Orlginal Final Amounts Final Budget
$ 45,862,685 $ 57,966,185 $ 62,054,877 $ 4,088,692
- - 669,992 669,992
7,816,000 7,816,000 7,723,051 {92,949)
201,000 201,000 43,131 {157,869)
- - 124,189 121,189
$ 53,879,685 $ 65,983,185 § 70,612,240 $ 4,629,055
3 1.103,000 % 1,134,000 H 976,455 $ 157,545
3,499,000 3,499,000 2,453,584 1,045,416
2,454,000 14,573,500 12,000,000 2,578,500
1,003,000 1,205,000 1,644,829 160171
40,574,000 40,574,000 38,391,274 2,182,776
5,241,685 4,991,685 - 4,991,685
- - 15,746,098 (15.746,098)
$ 53,879,685 $ 65,983,185 5 70,612,240 S 14,625,055}

e
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City of Lake Oswego, Oregon
Surface Water Fund

Schedule of Resources and Requirements - Budget to Actual

for the fiscal year ended June 30, 2010

2009-10 Budget

Actual Varlance with
Orlginal Final Amounts Final Budget
Resources.
Beginning fund balance s 61,277 5 1,350,222 $ 1,350,328 5 -
Sales and services 1,758,000 1,758,000 1,822,127 64,127
Miscellaneous 25,000 25,000 14,514 (10,486)
Total resaurces 5 1,844,277 $ 3133328 $ 3.186.963 5 53.641
Aequirements:
Perscnal services S 248000 $ 270,000 $ 262,080 5 7,920
Materials and services 274,000 386,000 279,845 106,155
Debt Service 235,000 235,000 234526 474
Transfers 601,000 832,000 585,844 146,156
Lapital outlay 342,000 342,000 161,124 180,876
Contingency 144,277 1,068,128 - 1,068,328
Unappropriasted ending
fund balance - 1,563,550 (1,563,550}
Totai requirements 5 1.844.277 5 3,133,328 $ 3,186.969 $ (53,641}
e — S———— —
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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
for the fiscal year ended fune 30, 2010 for the fiscal yeor ended tune 30, 2010
2003-10 Budget 2009-10 Budget
Actual Varlance with Actual Variance with
Original Final Amoupts Final Budget Original Final Amounts Final Budget
Resources! Resources:
Beginning fund balance  § 12,998 S 12,998 $ 22,366 5 11,368 Beginning fund balance 5 368,013 $ 368,013 ) 462,879 M 94,866
Sales and services 819,000 778,000 657,685 (120,315} Licenses and fees 3,000 3,000 2,247 1653}
Miscellaneous 11,000 11,000 21,896 10,856 Sales and services 327.000 327,000 378,372 51,372
Transfers - 56,000 83,000 27.000 Miscellaneous 11.000 11,000 6,760 4,240}
Total rescurces 5 B42,998 5 857,998 S 786,947 s {71,051} Total resources S 705,013 5 709,013 5 850,358 $ 141,345
Reguirements: Requirements:
Personal services 5 541,000 % 554,000 $ 511,425 s 42,575 Personal services s 130,000 $ 144,000 ¢ 141085 s 2,915
Materials ang services 233,000 243,000 238,405 9,595 Materials and services 151,000 176,000 137,692 38,308
Transfers 32,000 32,00C¢ 31,996 4 Transfers 108,000 108,000 105,582 2,418
Contingency 36,998 23,998 - 23,998 Capital outlay 60,000 26,000 16,642 4,358
Unappropriated ending Contingency 110,013 105,013 - 105,013
fund balance - - 5.121 {5.121) Unappropriated ending
Totalrequirements 5 842,998 5 857,998 $  TBE,947 S 71.051 fund balance 150,000 150,000 449,157 (299,357}
Total requirements  $ 709,013 S 709,013 § 850,358 S (141,345)
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OTHER FINANCIAL SCHEDULES

Schedule of Future Bond Requirements
Schedule of Property Tax Transactions and Outstanding Balances

Schedule of Accountability of Independently Elected Officials
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€ty pf Lake Dswego
Schedule of Future Bond Requlrements

a3 of june 30, 2010
URE BOND PRINCIPAL
o Genersl ObligationBonds Full Faith Krdevalopmant Agency
Refunded  Refunded  Open Space B Surface CD & Credin Urban Kenawsl Bongds
Secies Saeint and Fleld Flaids water Ravenua & Sacies Series
Flncal 0034 1006 Improverants & Pathwave Rrverwe  Rafunding  Wastewater 10054 1005-8

yaa sf1fo1 101808 sfafo1 2/1/03 af1fos 10/18/07 6/3/09 B/25{05 6/23/05 Total
w11 $600,000 $590,000 $305,000 i et $10000 4595000 - - 51,070,000 54.735,000
1 625,000 £13,000 310,000 95,000 125,000 £13.000 . 904,000 325,000 #.535,600
v 45,000 643,000 340,000 1,035,000 140,000 543,000 1,690,000 4,000 340,000 6AT5000
2014 - 665,000 355,000 1,095,000 145,000 £10.000 1.740,000 985,000 366,000 6.015.000
2018 . 695,000 375,000 215,000 150,000 700,000 1,795,000 1025000 180,000 5,535,000
2016 - 730,000 390,000 845,000 155,000 730,000 185000 1070.000 395,000 6,160,000
017 . 760,000 110,000 585,000 165,000 770,000 1300000 1110000 420,000 6,120,000
8 - 430,000 430.000 £10,000 176,000 400,000 1960000 1160000 480,000 6,560,000
2009 . 510,000 55,000 540.000 180,000 340,000 2020000 1,M5000 455,000 6315000
070 . - 375,000 565,000 150,000 760,000 2100000 1.260.000 85,000 5,435,000
01 - - - 633,000 200,000 170,000 2,185.000 - . 1.250.000
wn - - - 730,000 119,000 80,000 2270000 - - 1.430.000
1y - . . - 120,000 190,006 1,360,000 - - 2,870,000
2004 . . . . 230.000 305,000 2,453,000 . . 299,000
2078 - . - . - 315,000 2,530,000 . - 2,855,000
2028 . . - . - 130,000 2,705,000 . - 1,035,000
2027 . - . . - 345,000 2,845,000 . . 3.190.000
2078 . . - . - 360,000 2,955,000 . - 1.215,000
2029 - - - . - . 3,075,000 . - 3075000
2030 - - - . - - 395,000 - - 3,105,000
081 - - . . . . 3,330,000 - . 1,330,000
w1 - - . - - - 3,495,000 - . 3,495,000
: H ; - . - - - - 670, - - 3,610,000
This page intentionatly left blank o - : : ; 3 ; fptbgnel . i Yet0000
2038 - . - . N . 4,000,000 - - 4,003,000

$1.670,006 35700000 _ $2.835.000 _ $5.595.000 $1420.000 59.110.000 _$60.00D.000 _$9.663.000 _ §4.680.000 5106.505.000

FUTUIRE BOMO INTEREST

Gereral QUAEEION Birdt Full £aith Redevmicpmant Agency

Rafunded  Aefunded  Open Space Sorface et & tradi Urban Renewal Bonds
Serie Seriaz and Flald Waiar Revarue & Serin Series
Flscal 20038 2006 Imprrvimants. & Fathwayt Revenue Refunding Wastewater 20054 20058
you 5{1/83 101006 s/ufa1 21408 A/1/05 16/10707 &/3/09 /21705 §/23/05 Tonal
2011 $67,682 $214,000 5186,06% $B41} §108,220 $362,541 $2,488, 059 5425, 790 5251817 54532127
2012 (L2 204,400 170815 382,613 100,581 338,341 2.488,459 42539 195,230 4152452
w015 23,542 1356415 32612 500 kil 2,462,119 334065 177.045 4135,159
014 - 140,775 284 375 8,720 6841 2411562 303,030 158,909 1873219
s . 124,090 244475 13,820 syadl 235860 299,600 13941 3,635,490
bty . 106278 210,456 TN 230841 2304042 754,786 119.007 1,403,132
2017 87,557 14 70,495 100841 2.247,368 206,848 97,250
018 67,570 149,709 62,120 167,441 2,189,989 133,238 74564
b} 46,500 121001 5,370 132,641 2,120,169 102,085 50.827
2020 . . 23750 84301 44,120 10,841 1037,769 s4.001 25,680
021 . . - 54,044 34,370 10004) 1,952,069 . -
it - . - 14673 24,657 25,041 1.BE1,969 - .
023 - . - . 15,130 17,460 1770369 . .
0 . . - - 5.117 65014 1.661,734 *
2078 - . - . - 51973 1,525,919 - .
076 - . - . . 18,063 1401794 . . LaaL857
013 - . . - - 2,197 1.279,369 B - 1.302,566
2020 . . . . . 1875 1,163,260 . - 1171104
209 . . . - . . 1047,669 . . 1,047,665
2030 . . - - - . 915,277 . - 915272
0 . . - . - . 766,175 . . 766,125
2082 . . . - - 595,500 . - 595,500
2035 . . . . - - 427,844 . . 42780
2034 . . - - - . 63,781 . - 263,70
038 . - - . - - £0.000 - . 90,000
SIS S1iMeodt SLIORELS  $2.525.418 SE61507  SIASIAME  SIOR4oATE $IEAATRY  £1703958 552,405,354
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CITy ofF LAKE OSWEGO, OREGON

Schedule of Property Tax Transactions and Outstanding Balances

os of June 30, 2010
Add [deduct} Deduct
Tax levy Balance Levy adjustments cash Balance

fiscal year lune 30, 2009 assessed and discounts collections June 30, 2010
2009-10 $ - § 32,854,149 5 {549,524) §  {30,946,450) 5 1,368,175
2008-09 1,508,438 {185,990) (760,270} 562,178
2007-08 417,067 (10,491) {190,836} 215,680
2006-07 150,945 16,366 {86,959) 80,352
2005-06 & prior 115,217 (84,338) 27,313 58,192
5 2,191,667 5 32,864,149 S {813,977 5 !31.957.262! $ 2,284,577

110

CITy OF LAKE OSWEGO, OREGON

Schedule of Accountability of Independently Elected Officials
for the fiscal yeor ended June 30, 2010

Oregon Revised Statutes [ORS) section 297 requires a statement of accountability for each independently
elected official collecting or receiving meney in the municipal corporation. In compliance with QRS 297, there
are no independently elected officials that collect or receive money on behalf of the City of Lake Oswego.

11
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CITY OF LAKE OSWEGO, OREGON
COMPREHENSIVE ANNUAL FINANCIAL REPORT

SECTION I

STATISTICAL SECTION
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STATISTICAL SECTION

This section provides further details as a context for a better understanding of the financial statements.

Contents Page

Financial Trends 117
These schedules contain trend information to help the reader understand how
financial performance has changed over time.

Revenue Capacity 123
These sehedules contain information to help the reader assess the City's most
significant focal revenue source, property taxes,

Debt Capacity 127
These schedules present information to help the reader assess the affordability of the

This page intentionally teft blank City’s current levels of outstanding debt and the City’s ability to issue additional debt

in the future.

Demographic and Economic Information 134
These schedules offer demographic and economic indicators to help the reader
understand the environment within which the City's financial activities take place,

Operating Information - 136
These schedules contain service and infrastructure data to help the reader understand
how the information in the City’s financial report relates to the services the City
provides and the activities it performs.

Sources: The information in these schedules is derived from the comprehensive annual
financial reports for the relevant year, unless atherwise noted. The City implemented
GASB Statement 34 in fiscal year 2003 and GASB Statement 44 in fiscal year 2004,

114 115
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€Ty oF Lake Osweso, OREGON

Net Assets by Compuonent
for the last eight fiscal years *
{accrual basis of accounting)
fin thousands)

Flscal year
2003 2004 2005 2006 2007 2008 2009 2010
Governmental acTivities
Ivested m cagtal assets, net of related debi S 60,174 § Baaap $ 62,007 5 77320 5 75435 5 81266 5 84,360 & 87112
Restricted 10,846 2,969 12,823 17055 14,385 13,245 13,549 12,859
Unrestricted 15626 17.377 17,033 10,177 15,800 14,487 13514 16,121
Total goviramental attivies net assels 86,646 90,792 97,863 104,551 108,620 104.998 111,423 116,098
Business-Type Jtivilies
Itwested in capital assets, nel of related debt 6,404 66,486 63,429 62,102 70.782 71929 77,153 79,028
Restnicted - - - 2,086 . - . 166
Unrestrted 5.040 10,850 15.585 12,046 12696 11478 3110 10,54%
Total business.type actrvities net assers 15,d4a 77,436 29014 81,234 83478 A3 807 86,263 89,739
Primary governmeni
Invested in capilal ssets, net of relased dent 126,578 130,932 125,436 182,472 150.217 154,195 161511 166,145
Restricted 10,846 8,565 18,823 19,141 14,185 13,286 13548 13.026
Unresiricted 24,666 28,327 12,618 22,223 28496 26,365 22,622 26,666
Total primary government net assets 5 162080 S 168228  § 176877 $ _IRS7RE 5 163098 5 193806 § IG76RS  § 205,837
———— — T —— ——— —— W E—— w—

* Fiscal yaar 2007-03 was the fwst year that 1he new reporling requirements of GASS 34 were imphemented ot the ity of Lake Dswego.
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Crry oF LAKE OswEGD, OREGON

Changes In Net Assets
for the fost eight Pscol yeors *
{accruat basls of accounting)

{in thousands)
Flscal year
2003 2004 2005 2006 2007 2008 2003 2019
Exporas.
GaveInmARtE MLVRMS:
Genwrl povernment § 6aM % 5206 % %913 0§ 5360 0§ 7629 0§ 738§ 7391 5 91
Public cafety 13,739 14,345 15435 17052 - 17395 18,385 18,242 18,359
Cuhyre and recreation 1380 EE] LAY 8839 9,457 10,006 16.211 10,187
Cammuniy development pE31] 3,106 3445 4362 4476 5343 4183 557
Highways and strests 334 3,495 3,65) 4112 4160 4,313 8673 413
Interest on long-term debt 1.983 2,01 P! ] 3,08 311 1878 2,061 1,640
Total gervbedmental stthatics expenies 36,129 35,638 8,549 41,153 46.268 48309 45.960 44784
Butinens-1ype activithes:
Water 4300 6,805 5205 5,220 5,461 5,500
Sewer 4,569 am 1326 (513 6.100 5,606
Surtace warer 1.8 1,508 1,746 1637 1523 1.9%
Golf courte s 8% 2 913 B76 e
Tennh faciliry 289 1] 293 s u7 375
Total business-type sctivitles expenses 11,253 13,518 12302 15272 14,707, 18,706
Total primany gavernmant expenses $ 50,141 $ 85671 § 58590 3 51583 3 61667 5 5a4H
Progrem Azvenues
Governmantal activities:
Chacges for services:
General government $ 33y 0§ M) 5 nI1M $5 el $ 3157 8 RISl § 20 3 1426
Public safety 1830 1509 2,113 2,000 2301 2365 2444 150
Culture and racreation 616 644 724 926 12 990 1047 L04E
Cammunity develepment 2,885 .33 1,670 3138 2575 41 1,518 536
Highways and sreets n L] 1,562 1,954 1751 1,504 1313 Lads
Oparating grants and contributiony 3,850 3 428 3930 6,622 4,020 3,091 5,184
Capltal grants and contslbutions 542 9 1,638 198 155 141 2,091 551
Total govemmental activities program revenues 13,099 11,706 15,289 15677 12,150 13,594 13,763 12,678
Business-type sctivities:
Chargas for services:
Water 4561 4637 4,403 5,166 4583 4,534 4,765 5951
Sewer 4,395 4923 5,000 4937 52132 5485 223 £33
Surface water 1,346 1432 1,449 1,720 1679 1,799 1812 1
Goll course 764 723 631 642 213 5 70 [31]
Tennis faciity 48 165 7 267 315 EL EEL] 38
Capetal grants and contributions bil - - - - - 1837 m
Total BUMNESE-Ype IVILies DIOFMM ravenues 11.389 11,980 11,754 13,740 12,907 13,295 16,703 17,989
Total primary gavernment program revenues $ 24488 § 23686 $ 27,043 § 2B4l7 § 0657 § I6RET & 30465 & 30650
! Fiscal yaar 2002-03 was the Frst year that the new reparing F GASE 34 ware i arthe Ciry of Lake Cswego.
Continued g0 next page
18

Fiscal year
003 004 2008 2006 2007 2008 2009 1010
Nat (Expense) Revenua
Gavernmentsl dithities $ (23030 & (i3s8?) § (236600 % (26476) S (1538 $ (34.715)  § (33,1981 § (31,609)
Busineas-type acthvitics 13 1613 461 {778} 505 {19771} 1996 3277
Tatai primary gavernment gxpenses 322045 5 Ga3es) s 3399} 8 \27384) 5 {37033 {36692) § (1201 S (28332)
Ganeral Reveuns and Other Changes In Mt Asiits
Gavernmental activities:
Taxes
Praperty taxes, fevied for generalpurposes.  $ 19870 $ 20,587 5 22385 4 23330 4§ 24502 % 23442 4 27087 5 28565
Praperty taxes, bevied for debt 1ervice 2910 143 3543 3,458 1.342 6,086 3683 3435
Franchlse taxes 1933 1,845 0% 2,165 2.364 2550 2529 627
Hote) and motel Laxes EL ae 59 532 614 R 673 Ti6
Interest and wvestment eamings 560 561 940 1.735 1Lx0 1.32% 54 435
Capita] contnbutions 1,015 517 ™ 1,538 57 5E1 . .
Other revenues B 362 [204] 173 292 158 766 449
Transders 144 - - 5 35 130 1115) 13
Total goweramental activicies 26,900 18,120 30,731 11,164 12,606 35,00 621 36,755
Business-type acthities:
Interest and investment sarnings 145 L] m as7 761 a27 m 14
Capital contributions 2810 195 L2} A an 1,652 - -
Otter cevenues “ a7 32 73 E-S 60 71 61
Loss on gale of capitsl sssets m - - - - - -
Tranter (1a). . . 1281 35) 123) 18 12
Tatal business-type activiies 2855 ) 116 .99 1638 2,309 a5y 179
Tatal pamary government $_33755 5 _IBs0L § 3187 536161 5 35244 5 3740 3 %5080 S 35485
Changs In Nat1 Assets
Governmental activites 3 3870 § ane 3 0T 4 6688 5 5088 % ary 3 LA 5 46X
Busitess-type BIThties 3740 1993 1577 23711 2,243 332 2,436 3476
Tatal peimary govecnment $ 7610 & 6139 2§ Bhal 5 8909 § 1311 711, 5 38 5 B1S2
—— imiree

319
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CITY OF Lake OsweGO, OREGON

Governmental Activities Tax Revenues by Source
for the last eight fiscal years *
{modified accrual basis of accounting)

Maotor

Fiscal Property Franchise fual

ear tax tax tax’
2003 § 22,863,038 $ 1932405 $ 1447352
2004 24,467,913 1,845,056 1,616,831
2005 26,058,275 1,958,160 1,742,332
2006 26,981,047 2,164,721 1,743 384
2007 27,847,561 2,383,736 1,670,244
2008 29,106,517 2,557,856 1,574,305
2009 30,314,960 2,528,804 1,404,495
2010 31,963,819 2,626,633 1,404,495

Alcahalic
beverage
tax’ Total

309,928 26,552,723
335,012 28,265,832
348,583 30,107,851
375,831 31,264,993
379,498 32,261,033
430,649 33,669,347
432,498 34,680,757
432,498 16,427,445

* Fiscal year 200203 was the first year that the new reporting requirements of GASE 34 ware implemented at the

City of Lake Oswego

* Motor fuel and atcobolic beverage taxes are not directly assessed by the City of Lake Oswego, but rather by the

State of Qregon, and then z portion is allocated to the City based upon population
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CIry of Lake OSWEGO, OREGON

Fund Balances of Governmental Funds
for the lost eight fiscal years *

{modifled acerual basis of accounting)

{in thausands)

Fiscal year
2003 04 2005 0 2006 2007 2000 908 __20t0
General fund
Reserved 5 - L] . H . 13 - $ - - 5 5.9 % 6.078
Unreserved 4781 4,259 4983 4918 1257 3,604 14,064 16,399
Total general fungt 3781 5 a6 4043 5 2918 & 2357 ag0a & 10003 & 22ed7
All ather governmental funds
Reserved $IL282 % 173K 5 19240 § 11085 5 0594 18727 S 11120 5 10,342
Unreserved, cepanted in: .
Special revenue funds 10,035 11,944 15,993 12,043 13.298 1IN 1,159 1423
Capital projects funds £58 262 156 150 0 305 101 n
Total all other governmentalfunds S 31955 S 29716 $ 35588 § 29294 5 3414 26,022 § 13380 5 11837

* Fiscal vear 200203 was the st year that the new reporting

of GASE 3 were i

m

at the City of Lake Oswegn




CiTy oF Laxe OsweGo, OREGON

Changes in Fund Balances of Governmental Funds

for the fast elght fiscal years !
[modlfied accrual basis of accounting)

! Fiscal year 2002-03 was the first year that the new reporting requirements of GASE 34 were implemented at the City of Lake Oswego

122

{in thousands)
Fiscal year
2003 2004 2005 2006 2007 2008 2009 2010
Reverues:
Property taxes § 22,863 $ 24,468 $ 26,058 § 26981 4 27847 $ 29,106 s 30315 $ 31964
Franchlse fees 1932 1,845 2,036 2,165 2,364 2,558 2,529 2,627
Intyrgovernmental 4,793 4,234 6033 4,302 4,337 4,359 4,460 5,671
Ucenses and Ites 5,165 4,355 5,769 578 7.098 5577 4,511 4,665
Fings and forfeitures 6§74 893 1029 1,069 963 %7 813 1129
Sales and seoviees 2,363 2,455 2,735 2,875 3,000 3,015 3,141 3,281
Charges for srrices 5,154 5,117 5270 5318 5,945 m 8,570 6718
Special assesiment - prineipal 113 &7 a5 BS H 38 1 50
Miscellanenus 1,023 1.031 1,553 2,357 5.340 1346 88 1,608
Tatal revenues 44,106 4,465 50.581 52.632 56,921 HEM 52.598 57,730
Expanditures:
Current: .
General government 7704 8,105 8,476 8,629 9,967 412 16,424 14431
Public satety 13493 13,866 14,905 16,458 16,862 12,557 17,51 17,782
Culture and recreation 5,425 5524 7,238 1,747 B,340 #6585 8,617 9,281
Community development 4,307 4,302 4,675 5396 5,750 8,595 6,053 2589
Highwirys and streets 1,191 1866 1330 1% 2,168 1.24) pA-T2S 1,108
Caphal sutlay 11,382 8,614 807 13,883 25,211 9,451 2,590 4,804
Dabt servica:
Principal 1,995 2,595 3,145 1o 2,740 2,935 3,181 337
Interect 1054 2,214 23711 1,950 3285 2.840 2,004 1,273
Intetgevernmental expense - - - - . 900 - EL
Total expenditures 49,151 48,136 50,724 59,019 74,331 60,594 52.892 55,784
Deficiency of revenues
under expenditures {5.045) {3,671] (143} {6,397) {17,409} (5,910 {194) 1,516
Other financing saurces {uses):
Trangters in Lo 1018 546 o 1420 2,73 19,005 1,802
Transfers out 1,073 (1.e18) 546} [2.578) i1.385) (2,698) 713,195} (1,851)
Proceeds from sale of capltal assets 1,256 213 1617 2 9 1,104 142 3
Proceeds line-oicredit hssued - - - - 0,157 - B .
Proceeds from nefunding bonds issusd 20,943 - - 6,670 .
Payments to refunded bond escrow agent 10,991} - - 6,579} - - -
Total other financing saurces luses) 11,355 913 6,737 7 20,592 1,133 48} 48]
Met change in fund batances $ 6310 $ (2,758) 5 6594 5 (6.360) 5 3.183 $ {4771 S5 (M42) & 1890
——tatb ——
Dabt service ax a percentage of noncagital
axpenditures 0T 12.2% 13.9% 10.5% 12.3% nm 10.3% 1%

CITr OF LAKE OSwEGD, OREGON

Assessed Value and Estimated Real Market Value of Taxable Property
for the last ten fiscal years
{in thousands of dolfars}

Assessed value

Total Estimated

Flscal Real Personal Publlc direct real market

year preperty property utitity Total tax rate valus {RMV)

2001 5 3431,357,950 § B4,653,415 5 59.372.209 § 1,575383,574 § 5.4535 § 4,691,116,668
002 3,674,400,559 89,277,844 64,304,914 3,827,983,317 54641 5,095,554,355
2003 3,859,058,979 89,336,610 67,155,851 4,015,551,440 58293 5,303,758,907
2004 4,011,395,332 §2,195,706 63,809,322 4,163,400,360 £0573 5,652,069,391
2005 4,181,274.462 85,442,034 75,885,019 4,342.601,515 62115 6,038,917.753
2008 4,360,051,208 87,775,231 65,797,150 4,513,623,589 6.1654 6,847,588,619
007 4.581,779,113 91,629,937 54,796,580 4,738,215,630 60739 7,40%,898,318
2008 4,836,748,746 91,410,514 67,132,080 4,995,291,340 60581 9,444,930, 784
2009 5,070,330,576 99,718,138 $5,890,530 5,135,940,044 60565 9,910,531,110
0 5.283.069.8617 97.809.846 91,695,150 5472635813 60453 9,159,770.829

Sources: Clackamas, Multnomah, and Washington County Assessors’ Offices

Note: Progerty in Oregon is assessed annually within the 3 percent fimits of Measure 50. Counties assess new
property ot approximataly 67 percent of estimated real market valoe for al! types of real and personal property.
Tax rates are per $1,000 of assessed value.

Real Market Value by Type
far the fiscal year ended 2010

Property

o § T
/ N

Assessed
valueasa
paercentage

of AMV

76.2%
Tl
75.7
737
79
659
59.9
529
52.8
5%.7




CITY OF LAKE OSWEGO, OREGON CiTy OF LAKE OSWEGO, OREGON

Property Tax Rates - Direct and Overlapping Governments
for the lost ten fiscol years
{rate per 51,000 of assessed vaiue)

Principal Property Taxpayers
current year and nine years ago

City dirnct rates Overlapping rates
General Lain Total . 2010 2001
oblgation Education Portland  Oswego direcy Percent Percent
Fiseal lll.lc‘ debt Urban s Total Cackamas  service  community  school . and Aszessed of total Assessad of total
yex_rer | seice  renewa) | diret ety  disict  college  dhiict  Metro | Gther  overtapping Name value Rank value value Rank value
2001 5 47034 § 075G1 S - $ 54535 $ 257 $ D37 § 037 $ 608 5 034 5 0§ 1544
2002 4.7034 0.7607 - 5.4641 287 0.37 055 7.02 033 0186 16.56 Sharenstein Proparties LLC $ 233,086,260 1 4.26% - .
2003 46636 0.7337 04260 58293 2489 035 048 6.72 011 0.4 1638 . )
2004 47280 0.8668 04425 EOST3 248 035 0.50 671 o 03 16.60 Prime Property Capital Inc 36.545.602 2 0.67
2005 4B116  O.BGES 05110 6.2115 248 0.35 0.49 683 az? 01 16.90 Praperty Reserve inc. 31,050,439 3 0.57 $ 12740097 b 0.36%
2006 48076 0.8084 0.5498 6.1658 248 o3s 0.48 708 027 02 1707 Comeast Corporation 26,619,900 3 0.49 - -
2007 AR066 07274 0.5398 60739 44 a3s 047 6.79 016 on 16,6 2 .
2008 AB0IS 06964 05582 60581 270 03s .48 6.62 a1 021 1681 Gramor Development 24,825,913 i
2009 4 BOSS 0.6908 056072 6.056% .70 .35 0.49 6.91 0.38 0.2 1711 Phoenix Commerclal Investments 24,565,824 & 0.45 - -
2010 47915 0.6247 16291 60453 317 2.35 0.61 6.91 041 0.2z 172 Alliance Tax Advisars 21,726,329 7 0.40 . .
St. Paut Properties Inc. 19,129,147 ] Q.35 - -
Source Clackamas County Assessor's Ofice Portland General Elec Co. 18,332,000 9 0.33 14,629,100 H 0.81
Kruse Way Centemointe LLC 17,771,226 10 0.32 - -
' The Ic:rvl::a:'n':!::?‘ahm ipp;::? T‘:{"Z'.:z}bs::?!:'.lf.ffff.;”m" renewal rates are separately stated, 5o the City's basic rate is discounted back Spieker Praperties . R 52,217,004 1 170
a i
¢ senanately The Kruse Development Ca_ . . 0,286,123 2 113
¥ Beginning with fiscal year 2003, the urban renewal rates are stated separytely. take Cswege Apartment Assoc. - - 28,009,161 3 055
T inlaties Sort of Portiand, TrMes, Lake G Park and Vector Contros & gitict: U.S. West Communications - - 19,802,000 4 053
- i X
relues Pore ol Partang, frat. Late Grave Park ng Vectar Controf taning districts First American Trust - - 18,827,658 s 0.7
Salinas Investments USA Inc. . - 16,797,889 6 038
Riverbend on the Willamette - - 14,446,395 L] 0.40
Light Street Partners LLP - - 13.620,164 ] aag
Total § 453,652,640 8.29% 3 241375631 £.75%
————— —

Source:  Clackamas County Assessor's Office

Lake Gl

Digtriee
% Matro 2%
T T ety

- N City of Lake
T s Dsweg
. %

Clagkamas County.
18%

1 125




City OF LAKE OSWEGO, OREGON

Property Tax Levies and Collections
for the last ten fiscal years

Sources.

Collected within the

Total collections to date

Amount

21,221,17%
21,845,268
24,540,512
26,024,357
26,997.501
27,810,357
19,073,543
30,226,897
11,957,262

Taxes levied fiscal year of the levy Collections

for the Percentage in subsequent
fiscal year Amount of levy years

$ 20,130,227 $ 19,033,203 94% $ 742,206 $ 15775405
21,895,955 20,480,001 94 741,174
13,337,918 21,916,180 34 929,088
25,095,597 23,680,518 94 860,394
26,734,938 25,368,373 95 665,984
27,658,109 26,174,963 95 821,538
28,610,074 27,182,459 95 627,898
30,078,013 18,329,781 94 743,762
31,529,026 29,507,239 94 715,498
32,864,149 30,946,450 94 1,010,812

Arnual inancial and intesnal g reports of the City of Lake Oswego

$35,000,000

City Property Taxes Levied

$30,000,000

§25,000,000

$20,000,000
$15,060,000

$10,000,000
$5,000,000

4

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
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Percentage
of levy
9%
97
L]
98
97
93
97
97
9%
97

CITY OF LAKE OSWEGO, OREGON

Ratios of Outstanding Debt by Type
for the lost ten fiscal years

Govienmantal activities Business-type activities

Radevelopment Sewer Surface Wastewatar

Ganeral agency Water bond water Full Faith
Fiscal obligation  urbanrenewal  revenue anthcipation revenue & Credit
yuar bonds bands bonds notes! bonds’ bonds.
1001 § 19415000 § 6340000 5 6.970.000 s - % 565,000
00 7,925,000 14,635,000 6,745,000 - 535,000
00 36,635,000 14, 220.000 6.510.000 - 505,000
004 34,675,000 11,535,000 5,265,000 - -
005 32,300,000 17,935,000 6,005,000 - 3,000,000
2006 30,005,000 17,468,000 5,735,000 - 2,909,000
097 27,075,000 16,960,000 5,450,000 - 2,790,000
008 215,665,000 16,235,000 18,205,000 12,000,000 2,670,000 -
e 13,380,000 15,368,000 9,675,000 12,000.000 2,845,000 60,600,000
wie 140,000 14,245,000 9,120,000 - 2,420,000 60,000,000

Note: Details regacding the Ciry's cutstanding debt can be faund in the notes to the basic financlal statements.

* Sewser bond antcipation notes were Isssued in anticipatan of redemption with sewer revenue bonds in fiscal year 2009
Wailewater bonds were issued in June 2009 and the BANs were redeemed in July 2009,

¥ Series 1994 Surface Water revenue bonds were paid off (n flacal vear 2008, The Series 2005 Surface Water reverus
bands wene ksued in fiscal year 2005,

* Personal income and papulation dats can be found in the demographic statistic on page 134.

17

Totat
primary
government

$ 43,790,000
43,940,000
57,870.000
54525,000
59,240,000
56,105,000
53,075.000
£6.775.000
122,960,000
166,905,000

income’ mapita

Percentage

of personal Per B

58.54% $ 1,238
7697 1401
7. 1819
7.7 1,525
aLgos 1,652
7136 1,555
6138 1,460
7671 1,837

NA 3,35

Na 259




CI7y oF Lake OsweGo, OREGON

Ratios of General Bonded Debt Outstanding

Jor the lost ten fiscol yeors

Percentage of

CITY OF LAKE OswEGO, OREGON

Direct and Overlapping Governmental Activities Debt
as of lune 30, 2010

Redevelopment  Less: Amounts astimated
General agency available in actual taxable

Fiscal obligation urban renewal debt service value of Per

year bonds bonds fund Total Erog:m;’ capita :

2001 % 29,415,000 $ 6,840,000 $ 1773524 $ 34481076 0.96% $ 973
2002 27.925.000 14,635,000 ,718326 39,841,074 104 1,120
2003 35,635,000 14,220,000 2,470,305 48,384,695 1.20 1,353
2004 34,675,000 13,585,000 2,400,640 45,859,360 110 1,282
2005 32,300,000 17,935,000 2,294,083 47,940,911 112 1,337
2006 30,005,000 17,460,000 845,702 46,619,298 103 1,292
007 27.875,000 16,960,000 509,586 44325414 0.94 1219
2008 25,665,000 16,235,000 ) 773,392 41,126,608 0.82 1,132
2009 23,380,000 15,360,000 1,425,502 37,314,498 0.71 1,017
2010 21,020,000 14,345,000 1,879,141 33,485,359 0.61 911

Note: Details regarding the City's outstanding debt can be found in the notes to the financial statements.

? Property value data can be found on the assessed value and estimated real market value of taxable property on page 123
? Population data can be tound n the demographic statistic on page 134,

128

Amopunt
Estimated applicable
Debt percentage 1o City af
Governmental unit Sut: ding pplicabl Lake Dswego
Debt repaid with property taxes:
Lake Cswego 50 #7) s 74,568,643 86.47% s 64,476,747
Metro 158,533,356 a.39 6,964,687
Portlang Community College 224,075,000 5.46 12,227,060
Multnomah County SD #L) 26,316,000 0.57 151,106
Tri-Met 27,960.000 4.0 1,234,962
Other districts:
Clackamas County 79,370,000 15.91 12,628,640
Clackamas Community College 34,840,000 0.26 91,908
Multnomah County 104,685,000 a.57 601,100
Washingion County 2,715.000 0.02
Subtotal, overlapping debt 733,012,992
Direct debt outstanding:
Clty of Lake Cswego, Oregon 35,365,000 100.00% 35,365,000
Total direct and cwerlapping debt outstanding 5 768,377,999 $ 133,741,356

Source: Oregon State Treasury Cepartment, Debt Management Division

Note:  Cverlapping governments are those that coincide, at Jeast ip part, with the geographic boundaries of the city.
Thisschedule estimates the portion of the outstanding debt of those overlapping governments thatisborne
by the residents and businesses of the City. This protess recognizes that, when considering the City's ability
10 tssue and repay kong-term debt, the entire debt burden borne by the residents and businesses should be
taken iNto account. However, this does not imply that every taxpayer is 4 resident, and therefore responsible

for repaying the debr, of each overlapping government,




CiTY Oof LAKE OSWEGO, OREGON

Legal Debt Margin Information
for the lost ten fiscal years

bebs limit
Total net debt applicable ta limit
Legal deb1 margin

Total net debt applicable to the limit
a4 a percentage of debt limit

2005

2006 2007 2008

2009

2010

$ 181,167,533
32,300,000

§ 205427655 $ 237,296,950 5 283,347,924
30,005,000 27,875,000 25,665,000

5 297,315,933
23,380,000

$ 274,793,128
21,020,000

5 148,867,533

$ 175,422,65¢ 5 209,421,550 $ 257,682,924

$ 273,935,933

5 253,773,125

2001 2002 2003 2004
$ 140,733,500 $ 152,866,631 $ 159,112,767 $ 169,562,082
27,641,076 25,206,074 34,164 695 32,274,360
S 113,052,424 § 127,660,557 5 124,948,072 5 137,787,712
19.64% 16.49% 21.47% 19.03%
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17.83%

14.51% 11.75% 9.06%

Lagal debt margin caiculation for fiscal year anded 2009-10
Total property real market value 1

Debt limit (3% of total property real market value)

Amount of debt applicable ta debt limit:

Total bonded debt

Less debt excluded from debt limit:
Revenue bonds and refunding, Water
Wastewater Full Faith & Credit bonds
Revenue bonds, Series 2005 Surface Water
Urban renewal bonds, Serles 2005-A
Yrhan renewal bonds, Series 2005-B

Net amount of debt applicable to limit
Legal debt margin - amount available for future indebtedness
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7.86%

7.65%

$95,159,770,829
3%

274,793,125

106,905,000

(9,120,000)
(60,000,000}
(2,520,000)
[9,665,000)
14.680,000)
21.020,000
§  253,773.125




CITY oF LAKE OSWEGO, OREGON

Pledged-Revenue Coverage

for the last ten fiscal years

‘Watsr Revenpe Bonds

Utility Less: Net

Fiscal service operating available Debt service requirerents

year charges expenses’ revenue Principal Interest Coverage
001 $ 4,930,610 2,284,475 2,646,115 215,000 345,229 472
2002 4,947,145 2,413,102 2,534,043 225.000 335,329 452
2003 4,180,916 2,335,440 1,845,476 235,000 324,979 3.30
004 4,715,585 2,292,645 1,922,940 245,000 314,179 3.48
2005 4,026,059 2,288,354 1,737,705 260,000 302,816 09
2006 €,879,077 4,459,742 2,419,328 270,000 290,891 a3l
2007 5,271.223 1,936,424 2,344,799 285,000 278,404 416
008 4,894,161 3,764,285 1,129.876 300,000 394,083 1.63
2009 4,887,543 3,208,067 1,679,476 530,000 410,819 179
2010 5,566,541 1,024,106 2,542,435 535,000 386,779 2.70

Source:  Annual financial statements of the Clty of Lake Oswego

! includes operating revence plus interest income on operating earnin g

includes operating expenses except for depreciation and, starting with fiscal year 2000, transfers to the general and
community development funds are excluded a5 welk through fiscal year 2009, pussuant to bond covenants coverage
regquirements. Stacting in fiscal year 2010 the transfers from the engineering fund have been excluded instead of the
community development fund.

Continued on next page
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Surface Water Revenue Bonds

Utility Less: Net

Fiscal service operating available

year charges’ exgenses’ revenue

1001 1,221,352 3 622,153 s 599,159
2002 1,287,083 657.880 629,203
2003 1,356,402 406,623 949,779
2004 1,442,624 343,582 1,099,042
2005 1,482,876 472,779 1.010,097
2006 1115201 563,365 551,836
007 1,333,000 646,842 686,358
2008 1,384,460 528,878 855,582
2009 1,844,390 820,643 1,023,347
2010 1,836,641 607,675 1,228,366

Source:  Annual financial statements of the City of Lake Oswege

"inciudes operaling revenue plus interest income on 9pefatin g ea ming:

*Includes operating expenses except for deprecianion and transfers tu the general and

Debt service requirements

Principal Interest Loverage
30,000 35,795 RS
30,00¢ 34,190 9.30
30,000 32,555 1518
35,000 30,890 1668

- —_ nfa
95,000 143,272 132
115,000 120,845 231
120,000 117,420 380
125,000 113,588 429
125,000 109,526 524

community development funds are excluded as well through fiscal year 2009, putsuant Lo bond covenants coverage
requirements. Starting in fiscal year 2010 the translers from the engineering fund have been excluded instead of the
community development fund.

*In 2005, surface water reveniis bonds for $3,000,000 were issued and the previous bond issue was paid off.
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Continued from previous page




CITY OF LAKE QSWEGO, OREGON €Iy OF Lake OsWEGO, OREGON

Demographic and Economic Statistics Principal Employers
for the last ten fiscal years current year and ten years ago
2010 2000
Personal Per capita Percentage . Percentage
Fiscal income personal Schal Unemployment Employer Employees Rank :;‘T;a Ir::.:t Emgployees Rank :r:l;?:ﬂrrit:t
year Population {In milLigns) Income * enrotlment rate B oyel ploy p oy ZMpoyees  _2enx _Empoyment
Lake Gswega School District k] 1 219% 41 1 3.02%
1001 35,434 5 63,892 s 32,326 7,080 76 Gity of Lake Oswego 56 N Loo a5 4 o0
1002 35,580 64,755 32,255 7.163 17 Waggener Edstrom, Inc. 312 3 0.88 253 3 0.89
003 35,750 65,959 32,328 T.045 9.1 Stanford's Restavrant 81 4 079 - - .
1004 35,759 70,144 34,018 6.935 10 Azteca Maxican Restaurant 250 5 a.70 - - -
2005 35,860 73,087 34,921 6915 5.2 Micro Systems Engineering. Inc. 246 6 069 296 3 104
2006 36,075 78,618 36,845 6,896 53 Mary's Woods at Marylhurst 200 7 a.56 - - -
2007 36,350 83,765 8511 6,746 48 tacobs Engineering Group, Inc. 200 B 0.56 20 7 Q.77
008 36,345 87,053 35,436 6,777 5.3 Ctak, Inc. 199 ] 0.56 - -
2009 36,698 . 38,728 6,743 1.5 New Seasons Market, Inc, 173 10 Q.49 - - -
010 16,755 " - 6,702 103 Safeco Insurance . . - 380 2 126
' Gage Industries, Inc. . . B 275 5 036
Blackwell North America B . - 200 8 070
Pacificare of Oregon - - - 170 9 980
‘ i - . - 155 10 0.54
* Infermation unavailable at this time Safeway Stores —_— — _—
Total 2,996 B.47% 3,075 10.79%

Sources: Center for Population Research and Census, Portland State University
Bureau of Economic Analysis
! Beginning In 2009, the data reflects a change to the statistical area wsed for the metrppolitan
statistical 2rea to Portland-Vancouver-Hilisboro, OR-WA [Vancouver now repiaces Beavertan
as a principal city based on population.}
State of Cregon Employment Division (Portand PMSA)
Lake Oswego School Distrlet

Source;  Chamber of Commerce and Clackamas County

Population and School Enrollment Trends
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CITY OF LAke OswEGO, OREGON

Full-time Equivalent City Government Employees by Function

for the iost ten fiscal years

Function/Program 2001 2002 2003 2004 2005 2006 2007 2008 2009 ZD10
General gavernment 7is 730 55.9 53.6 541 51.3 5.3 508 522 782
Pubbc satety 1230 1220 1200 1225 1225 12a5 1360 1260 1350 1250
Culwre and recreation 892 B8.5 B54 87,5 87.5 88.0 837 89.9 3.5 245
Community development 456 45.6 M40 445 45.0 19.7 a3.7 8.7 46.0 250
Highways and streets - - 53 53 5.3 53 53 3 53 53
Warter 7.0 70 14.2 142 14.2 14,2 15.2 15.2 147 147
Sewar - - 5.2 52 5.2 62 6.2 112 114 114
Surface water - - 3.0 30 30 30 3g EX) 33 33
Total 338.3 3361 3330 3358 3368 3427 3454 3501 3524 " 3574
— —
Source: City of Lake Oswego's Finance department
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CITY OF LAKE OSWEGO, OREGON

Operating Indicators by Functlon
Jor the Iast eight fiscol years !

Function/Program

GOvErnmentat actyities:

Publk safety
Physical arresty
Teatfuc violations *
Emergency fire snd medical respanses
Emergency calls (Police}

Culure and recrestion
Libeary valusteer hours
Libeary - average items cireulated
per caprs

Community development
Residential bulding permas issued

Business-type acthatees:

Water
Service connecnans
Average datly consumptien

[in thausands of gabions)

Santary sawer
Service cannections
Average dally sewage treatment
(in thoutands of gaians)

Flscal year
2003 2004 2005 2005 2007 2008 2009 010

1,348 1326 1261 1030 188 1,364 1419 122
6,287 1,580 7058 2,141 4231 5617 L) 6329
3283 3143 31 3,302 EX X1 1,615 3835 1517
2,346 2,466 2,556 2,685 7,694 2,793 2,715 2361
9,047 4,153 8977 10,156 10,710 12,236 13,506 14,008
27 kbl EH n 13 n 3 13
a4 ags 558 597 140 FH m 5
12616 1131 13972 14,133 14,456 14812 15,724 16.746
4,991 5087 6,084 2214 7.698 5,753 5750 5,450
1,786 11,948 11,876 12,068 12,148 12,239 12,232 12,223
5.100 5,200 5.200 5,100 5200 5,200 5.200 5200

* As of 2007, tratfic wiolations no Wnger inchudes traffc warnmgs.

Source: City of Lake Dtwega's Fipace department
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Ciry oF Lake OSwEGO, OREGON

Capital Assets Statistics by Function
far the last ten fiscal years

Funttion/Program 2001 2002 2003 2004 2005 2006 2007 2008 2009

2010

Governmental activities:

Cutwire and recreation

Park and apen space acreage 564 573 598 598 598 603 503 603 503
Community development
Value of new building construction
{in thousands] 24,018 27,065 42,690 31,226 47,039 70495 56495 50,772 23,713

Highways and streets
Miles of streets 178 178 179 179 179 17% 179 179 179

Source: City of Lake Cswego's Finance department

138

603
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CITY OF LAKE OSWEGO, OREGON
COMPREHENSIVE ANNUAL FINANCIAL REPORT

SECTION IV

COMPLIANCE
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INDEPENDENT AUDITOR'S REPORT
REQUIRED BY OREGON STATE REGLULATIONS

November 29, 2010

The City Council
City of Lake Oswego, Oregon
{.ake 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 ¢t Lake Oswego, Oregen {the City), as of and for the year
ended June 30, 2010, which collectively comprise the City's basic financial
statements and have issued ¢ur report therecn dated November 29, 2010, We
conducted our audit in accordance with auditing standards generally accepted in the
Uniteg 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 oblaining reasonable assurance about whether the City's financial
staternents are free of material misstatement, we performed tests of its compliance
with certain provisions of laws, regulations, contracts, and grants, including the
provisions of Oregon Revised Statules as specified in Cregon Administrative Rules
162-10-000 through 162-10-320 of the Minimum Standards for Audits of Oregon
Municipal Cerporations, 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
accerdingly, we do not express such an opinion.

We performed the procedures to the exlent we considered necessary to address the
required comments and disclosures, which included, but were not limited 1o the
following:

» Deposit of public funds with financial institutions (ORS Chapter 295),
» Indebtedness limitations, restrictions and repayment.

= Budgets legzlly required (ORS 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.

» Aythorized invesiment of surplus funds (ORS Chapter 284).

+ Public contracts and purchasing (ORS Chapters 279A, 279B, 278C).
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INDEPENDENT AUDITOR'S REPORT
REQUIRED BY OREGON STATE REGULATIONS (Continued)

COMPLIANCE {Continuad}

In connectien with our testing, nothing came to our attention that caused us to believe the City
was not in substantial compliance with certain provisions of laws, regulations, contracts, and
grants, inciuding the provisions of Oregon Revised Statutes as specified in Qregon
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 considerad the City's internal control over financial
reparting as a basis for designing cur 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 intemal contret over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the City's internal contral over financial reporting.

QOur repert on internal control cver financial reporting and on compliance and other matters
based on an audit of financial statements in accordance with Government Auditing Standards
follows this report.

This report is intended salely for the infermation and use of the Council members, Cregon
Secretary of State Audits Division, and management and is not iniended to be and should not
be used by anyone other than these specified parties.

ﬂ%&o(u(%guh' P

Cenified Public Accountants
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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, Qregon
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, Cregon (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 repent thereon dated November 28, 2010, We
conducted our audit in accordance with auditing standards ganerally accepled in the
United States of America and the standards applicable tc financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United
States,

INTERNAL CONTROL OVER FINANCIAL REPORTING

In planning and pedorming our audit, we considered the Gity's internal control over
financial reporting as a basis for designing our auditing pracedures for the purpose of
expressing our opinions on the financial statements, but not for the purpose of
expressing an gpinion on the affectiveness 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 mamagement or employees, in the normal course of performing their
assigned functicns, 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 misstaternent of the
entity's financial statements will not be prevented, or detected and corrected on a
timely basis.

Our consideration of internal conirol over financial reporting was for the limited
purpose described in the first paragraph of this section and was not designed te
identity all deficiencies in internal control over financial reporting that might be
deficiencies, significant deficiencies or material weaknesses. We did not identify any
deficiencies in intemal control over financial reporting that we consider to be material
weaknesses, as definad above.

COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether the City's financial
statements are free of material misstatement, we performed tests of its compliance
with certain provisions of laws, regulations, contracts and grant agreements,
nencompliance with which couild have a direct and material effect on the
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INDEPENDENT AUDITQR'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 resulis of cur tests disclosed no instances of noncompliance or other mattars
that are required 1o be reported under Government Auditing Standards.

LR R

This repert 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 cther than those specified parties.

/j-:_{’b—pf" Kv‘lvo[l—é [/(,LV\&J:"'&— fg,s..P

Certified Public Accountants
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FORM OF LEGAL OPINION



K&l Gates e

K& I— l GAT E S 272 SW {:ululJmhia Street
Suitz 1400
Portland, OR $7203-6632

1503.228.3200 waw.kigates.com

September 20, 2011

City of Lake Oswego Raymond James & Associates, Inc.
380 “A” Avenue 1715 Aaron Brenner Drive, Suite 400
Lake Oswego, Oregon 97034 Memphis, Tennessee 38120

Subject: $3,540,000 City of Lake Qswego, Oregon, General Obligation Refunding Bonds, Series 201 1A

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 201 1A (the “Bonds™), which are dated
September 20, 2011 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. 11-51 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:

1. 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 terms.

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 minimumn tax imposed on individuals and
corporations; however, such interest is taken into account in determining adjusted current earings 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, [nterest 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&L|GATES

Legal Opinion
September 20, 2011
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, inselvency, fraudulent
conveyance, reorganization, moratorium and other similar [aws affecting creditors’ rights generally; (ii) the
application of equitable principles and the exercise of judicial 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 terms “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 of K&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 2011A

This Continuing Disclosure Certificate (the “Certificate”) i1s executed and delivercd by the
City of Lake Oswego, Oregon (the “Issuer™) in connection with the issuance of the Issucr’s General
Obligation Refunding Bonds, Series 201 1 A (the “Securities™).

Section 1. Purpose of Certificate. This Certificate constitutes the Issuer’s written
undertaking for the benefit of the holders of the Sccurities and to assist the underwriters of the
Securities in complying with paragraph (b)}(5) of the United States Securities and Exchange
Commission Rule 15¢2-12 (17 C.F.R. § 240.15¢2-12) 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 Securitics, including persons
holding Securities through nomineces or depositories.

“Commission” means the United States Sccurities 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, 2011,

“Rule” means the Commission’s Rule 15¢2-12 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: (1) the total real market
valuc and total assessed value of property within the Issuer (as indicated in the records of the
county asscssors); (2) the amount or rate of property taxes levied by the Issuer for the fiscal year,
and the amount of property taxes the Issuer recetved during the fiscal year; (3) the aggregate tax

Page 1 - 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 year 2010-2011. The information described in the preceding paragraph
will be provided 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.

If not 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 of ten 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 delinquencics;

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;
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10.  Reclease, substitution or sale of property securing repayment of the
Securities, if material;

/1. Rating changes;

12, 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 considered to occur when any of the following occur: The appointment of a
receiver, fiscal agent or similar officer for an obligated person in a proceeding under the
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.);

13.  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
rclating to any such actions, other than pursuant to its terms, if maternal;

14.  Appointment of a successor or additional trustee or the change of
name of a trustee, 1f matenal.

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
(2) 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.

Scction 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, 1t 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 cither (i) is approved by the owners of the
Securities or (i1} does 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 relates 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 matenial event under Section 5 hereof, and (i1) 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 principleés.

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 of Information. 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 11. Choice of Law. This Certificate shall be governed by and construed in
accordance with the laws of the State of Oregon, provided that to the extent this Certificate addresses
matters of federal secunties laws, including the Rule, this Certificate shall be construed in
accordance with such federal securities laws and official interpretations thereof.

Dated as of the 20® day of September, 2011,

City of Lake Oswego, Oregon

City Official
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APPENDIX E
BOOK-ENTRY-ONLY SYSTEM



The Depository Trust Company

A subsidiary of The Depository Trust & Clearing Corporation

Sample Offering Document Language

Describing DTC and Book-Entry-Only Issuance

1. The Depository Trust Company (“DTC”), New York, NY, will act as securities
deposttory for the sccuritics (the “Securities”).  The Securitics will be issued as fully-registered
securities registered in the name of Cede & Co. (DTC’s partnership nominee) or such other name as
may be requested by an authorized representative of DTC. One fully-registered Security certificate
will be issued for [each issue of] the Securitics, [each] in the aggregate principal amount of such
issue, and will be deposited with DTC. [If, however, the aggregate principal amount of [any] 1ssue
exceeds $500 million, one certificate will be issucd with respect to cach $500 miliion 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 climinates the need for physical movement of secunities certificates. Direct Participants include
both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, clearing corporations,
and certain other organizations. DTC is a wholly-owned subsidiary of The Depository Trust &
Clearing Corporation (“DTCC™). DTCC is the holding company for DTC, National Securities
Clearing Corporation and Fixed Income Clearing Corporation, all of which are registered clearing
agencies. DTCC is owned by the users of its regulated subsidiarics. Access to the DTC systemiis
also available to others such as both U.S. and non-U.8. securities brokers and dcalers, banks, trust
companics, 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
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of each actual purchaser of each Security (“Beneficial Owner™) is in turn to be recorded on the -
Direct and Indirect Participants’ records. Beneficial Owners will not receive written confirmation
from DTC of their purchase. Beneficial Owners are, however, expected to receive written
confirmations providing details of the transaction, as well as periodic statements of their holdings,
from the Direct or Indirect Participant through which the Beneficial Owner entered into the
transaction. Transfers of ownership interests in the Securities are to be accomplished by entries
made on the books of Direct and Indirect Participants acting on behalf of Beneficial Owners.
Beneficial Owners will not receive certificates representing their ownership interests in Securities,
except in the event that use of the book-entry system for the Securities is discontinued.

4. To facilitate subsequent transfers, all Securities deposited by Direct Participants with
DTC are registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as
may be requested by an authorized representative of DTC. The deposit of Securities with DTC and
their registration in the name of Cede & Co. or such other DTC nominee do not effect any change in
beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the Securities;
DTC’s records reflect only the identity of the Direct Participants to whose accounts such Securities
are credited, which may or may not be the Beneficial Owners. The Direct and Indirect Participants
will remain responsible for keeping account of their holdings on behalf of their customers.

5. Conveyance of notices and other communications by DTC to Direct Participants, by
Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to
Beneficial Owners will be governed by arrangements among them, subject to any statutory or
regulatory requirements as may be in effect from time to time. [Beneficial Owners of Securities may
wish to take certain steps to augment the transmission to them of notices of significant events with
respect to the Securities, such as redemptions, tenders, defaults, and proposed amendments to the
Secunity documents. For example, Beneficial Owners of Securities may wish to ascertain that the
nominee holding the Securities for their benefit has agreed to obtain and transmit notices to
Beneficial Owners. In the alternative, Beneficial Owners may wish to provide their names and
addresses to the registrar and request that copies of notices be provided directly to them.]

6. Redemption notices shall be sent to DTC. If less than all of the Securities within an
1ssue are being redeemed, DTC’s practice is to determine by lot the amount of the interest of each
Direct Participant in such issue to be redeemed.

7. Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with
respect to Securities unless authorized by a Direct Participant in accordance with DTC’s MMI
Procedures. Under its usual procedures, DTC mails an Omnibus Proxy to Issuer as soon as possible
after the record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those
Direct Participants to whose accounts Securities are credited on the record date (identified in a
listing attached to the Omnibus Proxy).

8.  Redemption proceeds, distributions, and dividend payments on the Securities will be
made to Cede & Co., or such other nominee as may be requested by an authorized representative of
DTC. DTC’s practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and
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corresponding dctail information from Issuer or Agent, on payable date in accordance with their
respective holdings shown on DTC’s records. Paynents by Participants to Beneficial Owners will
be governed by standing instructions and customary practices, as is the case with securities held for
the accounts of customers in bearer form or registered in “street name,” and will be the responsibility
of such Participant and not of DTC, Agent, or Issuer, subject to any statutory or regulatory
requirements as may be in effect from time to time. Payment of redemption proceeds, distributions,
and dividend payments to Cede & Co. (or such other nominee as may be requested by an authorized
representative of DTC) is the responsibility of Issuer or Agent, disbursement of such payments to
Direct Participants will be the responsibility of DTC, and disbursement of such payments to the
Beneficial Owners will be the responsibility of Direct and Indirect Participants.

9. A Bencficial Owner shall give notice to elect to have its Securities purchased or
tendered, through its Participant, to [Tender/Remarketing] Agent, and shall effect delivery of such
Securitics by causing the Direct Participant to transferthe Participant’s interest in the Securities, on
DTC’s records, to [Tender/Remarketing] Agent. The requirement for physical delivery of Securities
in connection with an optional tender or a mandatory purchase will be deemed satisfied when the
ownership rights in the Securitics are transf erred by Direct Participants on DTC’s records and
followed by a book-entry credit of tendered Securities to [Tender/Remarketing] Agent’s DTC
account.

10. DTC may discontinue providing its scrvices as depository with respect to the Securities
at any time by giving rcasonable notice to Issuer or Agent. Under such circunstances, in the event
that a successor depository is not obtained, Security certificates are required to be printed and
delivered.

11.  Issuer may decide to discontinue use of the system of book-entry-only transfers through
DTC (or a successor sccuritics depository). In that event, Security certificates will be printed and
delivered to DTC.

12.  The information in this section concerning DTC and DTC’s book-entry system has
been obtained from sources that Issuer believes tobe reliable, but Issuer takes no responsibility for
the accuracy thereof.
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Blanket Issuer Letter of Representations
[Te ce Completed by issuer]

City of Lake Oswego, Oregon

[Name of issuer]

September 1, 1996

[Date;

Attention: Underwriting Department — Eligibility

The Depository Trust Company
33 Water Street; 50th Fleor
New York, NY 10041-00$9

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 Securiies 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 descnbe DTC, the method of effecting book-
engy transfers of securities distributed through D‘%C and
certain refated matters.

Received and Accepted:

Bw:

Very truly yours,

City of Lake Oswego,. Qregon

{Issuer;

{Authorized Officer’s S%am:e)

Robert Kincaid, Asst. City Manager

{Typewrite Name & Title)

380 A Avenue

(Street Address}

Lake Oswego, Oregon 97034

By:

THE DEPOSITORY TRUST g:ﬁ&

(City) (State) (Zip)

503-635-0220

{Phone Numper)






