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INDEPENDENT AUDITOR’S REPORT

Agency Officials
NEWPORT URBAN RENEWAL AGENCY
Albany, Oregon

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and the major funds of
NEWPORT URBAN RENEWAL AGENCY, a component unit of the City of Newport, Oregon as of and for the year
ended June 30, 2015, and the related notes to the financial statements, which collectively comprise the Agency’s
basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free
from material misstatement.

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

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities and each major fund of the NEWPORT URBAN RENEWAL AGENCY,
as of June 30, 2015, and the respective changes in financial position, and the budgetary comparison for the General
Fund for the year then ended in conformity with accounting principles generally accepted in the United States of
America.



INDEPENDENT AUDITOR’S REPORT (Continued)
Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis on pages 3 through 6 be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting Standards Board,
who considers it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. We have applied certain limited procedures to the
management’s discussion and analysis in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We do not express
an opinion or provide any assurance on the management’s discussion and analysis because the limited procedures do
not provide us with sufficient evidence to express an opinion or provide any assurance.

Other information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the Agency’s basic financial statements. The Supplementary Data is presented for purposes of additional analysis
and is not a required part of the basic financial statements.

The Supplementary Data is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of America. In
our opinion, the Supplementary Data is fairly stated in all material respects in relation to the basic financial
statements as a whole.

Other Reporting Required by Oregon State Regulations

In accordance with Minimum Standards for Audits of Oregon Municipal Corporations, we have also issued our report
dated February 1, 2016, on our consideration of the Agency’s compliance with certain provisions of laws and
regulations, including the provisions of Oregon Revised Statutes as specified in Oregon Administrative Rules. The
purpose of that report is to describe the scope of our testing of compliance and the results of that testing and not
to provide an opinion on compliance.

Boldt Carlisle + Smith
Certified Public Accountants
Salem, Oregon
February 1, 2016

B%d Bingéﬁﬁeimer, Member



MANAGEMENT’S DISCUSSION AND ANALYSIS

The Management of the Newport Urban Renewal Agency offers readers of the Agency’s financial
statements this discussion of the financial activities of the Newport Urban Renewal Agency for the fiscal
year ended June 30, 2015. We encourage readers to consider the information presented here in
conjunction with the additional information furnished in the financial statements that follow.

Financial Highlights

The Statement of Net Position has been revised this year, namely the Fixed Assets have been removed.
The reason for the removal, an Urban Renewal Agency cannot own assets, it is mainly set up to handle
the debt instruments related to it while the assets created become the property of the related governmental
entity. With the removal of these assets the Net Position has decreased by $14,520,678 via a Prior Period
Adjustment and the effect will be discussed further in the next paragraph.

Net Position — The total asset of the Newport Renewal Agency exceeded its current liabilities at the close
of the most recent fiscal year by $4,985,081. Of this amount, $2,737,452 may be used to meet the
government’s ongoing obligations to citizens and creditors. However, once the outstanding debt,
$11,804,187, (which will be paid over time) is subtracted from this $4,985,081 the agency’s total net
position becomes a negative position of ($6,875,106). As compared to last years $14.516 million, the
biggest part of the decrease is caused by the removal of the $14.8M fixed assets.

Governmental Funds — As of the close of the fiscal year, the Newport Urban Renewal Agency’s
governmental funds reported combined ending fund balances of $3,317,300 million.

During the fiscal year, the Newport Urban Renewal Agency’s total debt increase by $5,456,000 due to a
borrowing related to the South Beach renewal area. An increase of $4,460,201 was added due to the
misstatement of the 2010 B Bond from prior years and this too was handled via a Prior Period
Adjustment. Finally the principal payments made this year reduced the total balance by $947,203.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Newport Urban Renewal
Agency’s basic financial statements. The statements are comprised of three components: 1) government-
wide financial statements, 2) fund financial statements and 3) notes to the basic financial statements. The
report also contains other supplementary information, in addition to the basic financial statements.

Government-wide financial statements. The government-wide financial statements are designed to
provide readers with a summary of the Newport Urban Renewal Agency’s finances in a manner similar to
what they expect to see in the private-sector.

The Statement of Net Position presents information about all of the Newport Urban Renewal Agency’s
assets and liabilities; the difference between the two is reported as net position. Over time, increases or
decreases in net assets may serve as a useful indicator of whether the financial position of the Newport
Urban Renewal Agency is improving or deteriorating.

The Statement of Activities presents information showing how the Agency’s net position changed during
the most recent fiscal year. All changes in net positions are reported as soon as the underlying event
giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and
expenses are reported in this statement for some items that will result in cash flows only in future fiscal
periods (for example, uncollected taxes). The governmental activities of the Newport Urban Renewal
Agency include activities in two urban renewal funds; the Urban Renewal Fund, and the Urban Renewal
Debt Service fund. The Urban Renewal Fund is engaged in capital project construction while the Urban
Renewal Debt Service is responsible for debt payment activities.
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Fund Financial Statements. A fund is a group of related accounts that are used to maintain control over
resources that have been segregated for specific activities or objectives. The Newport Urban Renewal
Agency, like other state and local governments, uses fund accounting to ensure and demonstrate
compliance with legal requirements. All of the funds of the Newport Urban Renewal Agency are
governmental funds.

Governmental Funds. Governmental funds are used to account for the same functions reported as
governmental activities in the government—wide statements. However, unlike the government-wide
financial statement, governmental fund financials statements focus on near term inflows and outflows of
spendable resources, as well as on balance of spendable resources available at the end of the fiscal year.
Such information may be useful in evaluating a government’s near term financial requirements.

Because the focus of governmental funds are narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By doing
so, readers may better understand the long term impact of the Agency’s near term financial decisions.
Both the Governmental Fund Balance Sheet and Governmental Fund Statement of Revenues,
Expenditures and Change in Fund Balances reconcile this comparison between governmental funds and
governmental activities.

The Newport Urban Renewal Agency maintains two individual governmental funds. Information is
presented separately in the Governmental Fund Balance Sheet and in the Governmental Fund Statement
of Revenues, Expenditures and Change in Fund Balances for the General Fund and the Debt Service
Fund. The details of these two major funds are presented in the Basic Financial Statements section of
these financial statements.

Notes to the Basic Financial Statements. The notes to the basic financial statements provide additional
information that is essential to a full understanding of the information provided in the government-wide

and fund financial statements.

Government wide Financial Analysis

As noted earlier, the net position may serve over time as a useful indictor of a government’s financial
position. In the case of Newport Urban Renewal Agency, total assets exceeded current liabilities by
$3,450,066 million as of June 30, 2015. The following summary is a comparison between the Agency’s
net position at the end of this fiscal year as compared to the end of the last fiscal year.

Governmental Activities

2014 2015
ASSETS
Cash and investments $ 2,131,599 $ 3,316,178
Other assets 764,147 197,247
Capital assets* 14,520,678 1,535,015
Total assets 17,416,424 5,048,440
LIABILITIES
Other liabilities 8,790 63,359
Non-current liabilities* 2,891,009 11,804,187
Total liabilities 2,899,799 11,867,546
NET POSITION
Net investment in capital assets** 11,629,669 -
Restricted for debt service 1,471,188 2,737,452
Unrestricted 1,415,768 (9,612,558)
Total net position $ 14,516,625 $ (6,875,106)

* See prior period adjustments
** Removed due to capital assets prior period adjustment
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Changes in the net position of the Agency for the current and prior year are summarized as follows:

Governmental Activities

2014 2015
Revenues
General revenues
Taxes $ 1,852,144 $ 1,870,262
Investment earnings 17,782 18,686
Total revenues 1,869,926 1,888,948
Expenses
General government 929,794 3,453,462
Interest on long-term obligations 310,378 300,269
Total expenses 1,240,172 3,753,731
Change in net position 629,754 (1,864,783)
Beginning net position 13,172,572 14,516,625
Prior period adjustment 714,299 (19,526,948)
Ending net position $ 14516625 $ (6,875,106)

Financial Analysis of the Agency’s funds

Government funds. The purpose of the Newport Urban Renewal Agency’s governmental funds is to
provide information on near term inflow, outflows and balance of spendable resources. Such information
is useful in assessing the Newport Urban Renewal Agency’s financing requirements. In particular, the
unreserved fund balance may serve as a useful measure of a government’s net resources available for
spending at the end of the fiscal year.

At the end of the fiscal year, the Newport Urban Renewal Agency’s governmental funds reported
combined ending fund balances of $3,317,300.

Budgetary Highlights

For the 2014-15 Fiscal the Agency Board completed no resolution which changed the adopted budget
during the year.

Capital Asset and Debt Administration

Capital Assets. Previously, the Newport Urban Renewal Agency reported an investment in capital assets
for its governmental activities of $14.52 million. These capital assets, including land, buildings and
structures, equipment and infrastructure, are transferred to the City of Newport as acquired. These assets
were removed from the financial statements as of July 1, 2014. During the year the Agency acquired land
for redevelopment which will be held by the Agency as a capital asset separate from the City.

Long-Term Debt. At the end of the fiscal year, the Newport Renewal Agency had total long-term debt
outstanding of $11,860,186. In 2007, Bank of America loaned the Urban Renewal Agency $900,000 to
construct the 4B Storm Drain project in the South Beach Urban Renewal District. The amount
outstanding is $319,000. In 2008, the Agency issued $2,530,000 of Urban Renewal bonds to Bank of
America. The amount outstanding is $875,000. In 2010, the Agency borrowed and refunded several
prior debts and borrowed an additional $2,000,000 to help finance transportation improvements. Of that
amount, $5,270,000 remains outstanding. In the 2014-15 Fiscal Year the Agency borrowed $5,456,000 to
help finance current South Beach Construction project and as of June 30, 2015, the whole amount of
$5,456,000 is outstanding.



OUTSTANDING LONG-TERM OBLIGATIONS AT YEAR END

2014 2015
2010B Series, Full Faith and Refunding $ 5,840,000 $ 5,270,000
2007 Series, Bank of America 321,000 219,000
2008 Series, Bank of America 1,145,000 875,000
2015 A & B Urban Renewal Financing - 5,456,000
Bond Premuims 45,210 40,187
Total $ 7,351,210 $ 11,860,187

Request for information. The financial report is designed to provide a general overview of the Newport
Urban Renewal Agency’s financial condition. Questions concerning any of the information provided in
this report or requests for additional financial information should be addressed to the Finance Director,
Newport Urban Renewal Agency, 169 SW Coast Highway, Newport, Oregon 97365.

Michael A. Murzynsky, Finance Director

Linda Brown, Assistant Finance Director



NEWPORT URBAN RENEWAL AGENCY
(A Component Unit of the City of Newport)
STATEMENT OF NET POSITION

ASSETS
Cash and investments

Property taxes receivable
Land

Total assets

LIABILITIES

Accounts payable

Accrued interest payable

Long-term obligations
Due within one year
Due in more than one year
Unamortized premium on debt issuance

Total liabilities

NET POSITION
Restricted for debt service
Unrestricted

Total net position

The notes to the basic financial statements are an integral part of this statement.

June 30, 2015
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Govern-
mental
Activities

$ 3,316,178
197,247
1,535,015

5,048,440

36,168
27,191

1,099,000
10,721,000
40,187

11,923,546

2,737,452
(9,612,558)
3 (5875100



NEWPORT URBAN RENEWAL AGENCY
(A Component Unit of the City of Newport)
STATEMENT OF ACTIVITIES
for the year ended June 30, 2015

Expenses

Function/Programs
General government
Interest on long-term obligations
Total governmental activities
General revenues:

Property taxes used for general purposes and debt service
Unrestricted investment earnings

Total general revenues

Change in net position

Net position - beginning

Prior period adjustments

Net position - beginning (restated)
Net position - ending

The notest to the basic finanical statements are an integral part of this statement
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Governmental

Activities

$ 3,453,462
300,269

3,753,731

1,870,262
18,686

1,888,948
(1,864,783)
14,516,625

(19,526,948)
(5,010,323)

5 (6875100



ASSETS

Cash and investments

Total assets

LIABILITIES
Accounts payable

Unearned revenue

NEWPORT URBAN RENEWAL AGENCY
(A Component Unit of the City of Newport)
BALANCE SHEET
GOVERNMENTAL FUNDS
June 30, 2015

FUND BALANCES

Unassigned

Total fund balances

Debt

General Service Total
$ 775,973 $ 2,540,205 $ 3,316,178
Property taxes receivable - 197,247 197,247
$ 775973 $ 2,737,452 3,513,425
$ 36,168 $ - 36,168

DEFERRED INFLOWS OF RESOURCES

- 159,957 159,957
Restricted for debt service - 2,577,495 2,577,495
739,805 - 739,805
739,805 2,577,495 3,317,300
Total liabilities and fund balances $ 775973 $ 2,737,452 3,513,425

The notes to the basic fiancial statements are an intergral part of this statement
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NEWPORT URBAN RENEWAL AGENCY
(A Component Unit of the City of Newport)
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION
June 30, 2015

Total fund balances per governmental funds balance sheet $ 3,317,300
Amounts reported for governmental activities in the Statement of Net Position are different because:

Capital assets used in governmental activities are not financial resources and, therefore,
are not reported in the funds. 1,535,015

Other long-term assets are not available to pay current-period expenditures and, therefore,
are unavailable in the funds. 159,957

Long-term liabilities are not due and payable in the current period and, therefore, not
reported in the funds as follows:

Long-term obligations (11,820,000)

Unamortized premium on debt issuance (40,187)

Accrued interest payable (27,191)

Total long-term obligations adjustments (11,887,378)
Net Position of governmental activities $ (6,875,106)

The notes to the basic fnancial statements are an integral part of this statement
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NEWPORT URBAN RENEWAL AGENCY
(A Component Unit of the City of Newport)
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS
for the year ended June 30, 2015

REVENUES
Property taxes
Interest on investments

Total revenues

EXPENDITURES
Current:
General government
Capital outlay
Debt service:
Principal
Interest

Total expenditures

Excess(deficiency) of revenues over expenditures

OTHER FINANCING SOURCES (USES)
Debt issuance

Net change in fund balances
Fund balance - beginning

Fund balance - ending

Debt

General Service Total
$ - $ 1,890,921 $ 1,890,921
232 18,454 18,686
232 1,909,375 1,909,607
3,344,377 - 3,344,377
1,649,123 - 1,649,123
- 942,000 942,000
- 273,078 273,078
4,993,500 1,215,078 6,208,578
(4,993,268) 694,297 (4,298,971)
5,456,000 - 5,456,000
462,732 694,297 1,157,029
277,073 1,883,198 2,160,271
$ 739,805 $ 2,577,495 $ 3,317,300

The notes to the basic financial statements are an integral part of this statement
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NEWPORT URBAN RENEWAL AGENCY
(A Component Unit of the City of Newport)

RECONCILIATION OF THE GOVERNMENTAL FUNDS STATEMENT OF REVENUES,

EXPENDITURES, AND CHANGES IN FUND BALANCES
TO THE STATEMENT OF ACTIVITIES
for the year ended June 30, 2015
Amounts reported for governmental activities in the statement of activities are different because:

Net change in fund balances - total governmental funds

Governmental funds report capital outlays as expenditures. However, in the Statement of
Activities the costs of those assets are allocated over their estimated useful lives and reported
as depreciation expense. This is the amount by which capital outlays exceeded depreciation

and disposals in the current period.
Capital outlay

Revenues in the statement of activities that do not provide current financial resources are not

reported as revenues in the funds.
Property taxes

The issuance of long-term debt (e.g., bonds, leases) provides current financial resources to
governmental funds, while the repayment of the principal of long-term debt consumes current
financial resources of governmental funds. Neither transaction, however, has any effect on net
assets. Also, governmental funds report the effect of issuance costs, premiums, discounts, and
similar items when debt is first issued, whereas these amounts are deferred and amortized in
the statement of activities. This amount is the net effect of these differences in the treatment of

long-term debt and related items.

Some expenses reported in the statement of activities do not require the use of current

financial resources and, therefore, are not reported as expenditures in the governmental funds.
Accrued interest on long-term obligations
Debt payments
Bond premium amortization

Total expense/expenditure adjustments

Change in net position of the governmental activities

$ 1,157,029

1,535,015

(20,659)

(5,456,000)

(27,191)
942,000

5,023

919,832
$ (1,864,783)

The notes to the basic financial statements are an integral part of this statement
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NEWPORT URBAN RENEWAL AGENCY
GENERAL FUND
SCHEDULE OF REVENUES AND EXPENDITURES - BUDGET AND ACTUAL
for the year ended June 30, 2015

Revenues

Current property taxes
Delinquent property taxes
FEMA grant
Interest on investments
Total revenues
Other financing sources
Debt issuance
Total other financing sources
Fund balance, beginning

Amount available for appropriation

Expenditures

Personal services
Material and services
Debt service

Capital outlay
Contingency

Total expenditures

Other financing uses
Payment to City of Newport

Total expenditures and other financing use

Fund balance, ending

Original Final Over
Budget Budget Actual (Under)
$ 1833418 $ 1,833,418 $ - $(1,833,418)
63,038 63,038 - (63,038)
417,629 417,629 - (417,629)
15,000 15,000 232 (14,768)
2,329,085 2,329,085 232 (2,328,853)
5,400,000 5,400,000 5,456,000 56,000
5,400,000 5,400,000 5,456,000 56,000
2,125,359 2,125,359 277,073 (1,848,286)
$ 9,854,444 $ 9,854,444 5,733,305 $ (4,121,139)
Original Final (Over)
Budget Budget Actual Under
$ 62,028 $ 62,028 34132 % 27,896
111,717 111,717 117,139 (5,422)
1,215,079 1,215,079 - 1,215,079
1,525,000 1,790,000 1,649,123 140,877
840,296 575,296 - -
3,754,120 3,754,120 1,800,394 1,378,430
3,193,106 3,193,106 3,193,106 -
$ 6,947,226 $ 6,947,226 4,993,500 $ 1,378,430
$ 739,805

The notes to the basic financial statements are an integral part of this statement
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Newport Urban Renewal Agency
Notes to the Basic Financial Statements
June 30, 2015

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Newport Urban Renewal Agency of Newport, Oregon (Agency) financial statements are
prepared in accordance with generally accepted accounting principles (GAAP). The Governmental
Accounting Standards Board (GASB) is the accepted standard setting body for establishing
governmental accounting and financial reporting principles. The more significant accounting
policies are described below.

DESCRIPTION OF THE REPORTING ENTITY

The Agency was established by the City of Newport by Resolution #1647. The Council consists of six
members appointed by the Mayor with the approval of the majority of the City Council. In April of
2007, Resolution #1910 was adopted whereby full authority of the Agency was transferred to the Mayor
and City Council and the appointed board was named as an advisory committee. Although the Agency
Board and the City Council are made up of the same members, each is a legally separate entity and
conducts all business as such. Based on standards set forth in GASB Statement 61, the Agency is
considered a component unit of the City. Accordingly, the financial statements of the Agency are
included in the City's basic financial statements.

There are many governmental agencies which provide services within the Newport Urban Renewal
Agency. These agencies have independent governing boards and are not considered component
units as the Agency does not have any oversight responsibility. Financial reporting information for
these agencies is not included in these financial statements.

BASIS OFPRESENTATION
Government-wide financial statements

The government-wide statements report information irrespective of fund activity, and the fund
financial statements report information using funds. The government-wide statements focus on the
sustainability as 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 position and the
statement of activities. These statements were prepared using the economic resources measurement
focus and the accrual basis of accounting. Revenues, expenses gains, losses, assets and liabilities
resulting from exchange and exchange-like transactions are recognized when the exchange takes
place.

General revenues are from property taxes, and interest. All expenses are categorized as general
government and interest on long-term obligations.

Fund financial statements

The accounts are organized and operated on the basis of funds. A fund is an independent fiscal and
accounting entity with a self-balancing set of accounts. Fund accounting segregates funds according
to their intended purpose and is used to aid management in demonstrating compliance with finance-
related legal and contractual provisions. The minimum number of funds is maintained consistent
with legal and managerial requirements.
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1.

Newport Urban Renewal Agency
Notes to the Basic Financial Statements
June 30, 2015

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
BASIS OF PRESENTATION (Continued)

Fund financial statements (continued)

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are collectible within the
current period or soon enough thereafter to pay liabilities of the current period. For this purpose, the
agency considers revenues to be available if they are collected within 60 days of the end of the current
fiscal period. Expenditures generally are recorded when a liability is incurred, as under accrual
accounting. However, debt service expenditures are recorded only when payment is due. Capital asset
acquisitions are reported as expenditures in the governmental funds and proceeds from general long-term
debt and acquisitions under capital leases are reported as other financing sources.

Property taxes and interest associated with the current fiscal period are considered to be susceptible to
accrual and so have been recognized as revenues of the current period. All other revenue items are
considered to be measurable and available only when cash is received.

There are two funds in the Urban Renewal Agency and both are major governmental funds:

General

This fund tracks the capital projects being built in the South Beach Urban Renewal District in
conjunction with the City of Newport's capital projects fund. The major sources of revenue are property
taxes and state grants when available.

Debt Service

The fund pays for or makes special payments to the City's debt service funds to pay the principal and
interest on outstanding debt utilized to finance the projects. The major source of revenue comes from
property taxes.

BUDGETS

A budget is prepared for the governmental funds in accordance with the legal requirements set forth in
the Oregon Local Budget Law. The budget process begins early in each fiscal year with the
establishment of the budget committee. Recommendations are developed through late winter with the
budget committee approving the budget in ecarly spring. Public notices of the budget hearing are
generally published i n early spring with a public hearing being held approximately three weeks later.
The budget may be amended prior to adoption. However, budgeted expenditures for each fund may not
be increased by more than ten percent. The budget is then adopted, appropriations are made, and the tax
levy declared no later than June 30.

While financial position, results of operations, and changes in fund balance/net position are reported on the
basis of accounting principles generally accepted in the United States of America (GAAP), the budgetary
basis of accounting differs from generally accepted accounting principles. The budgetary statements
provided as part of supplementary information elsewhere in this report are presented on the budgetary basis to
provide a meaningful comparison of actual results with the budget. The budgetary basis of accounting differs
in that capital outlay expenditures, including items below the capitalization level, are expensed when
purchased, debt, including debt issuance costs, are expensed when paid, property taxes are recorded when
received instead of when levied, and depreciation is not recorded. Taxes receivable are not recorded as
revenue until collected and inventories are budgeted as expenditures when purchased.
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1.

Newport Urban Renewal Agency
Notes to the Basic Financial Statements
June 30, 2015
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
BUDGETS (Continued)

The expenditure budgets are appropriated at the following levels:

LEVEL OF CONTROL

Personal services
Materials and services
Capital outlay

Debt service
Operating contingency

Expenditures cannot legally exceed the above appropriation levels except in the case of grants which
could not be estimated at the time of budget adoption. Appropriations lapse at the fiscal year end.
Management may amend line items in the budget without Council approval as long as appropriation
levels (the legal level of control) are not changed. Supplemental appropriations may occur if the Council
approves them due to a need which exists which was not determined at the time the budget was adopted.

PROPERTY TAXES AND PROPERTY TAXES RECEIVABLE

Uncollected real and personal property taxes are reflected on the statement of net position and the balance
sheet as receivables. Uncollected taxes are deemed by management to be substantially collectible or
recoverable through liens; therefore, no allowance for uncollectible taxes has been established. All property
taxes receivable are due from property owners within the City of Newport boundaries. Under state law,
county governments are responsible for extending authorized property tax levies, computing tax rates, billing
and collecting all property taxes, and making periodic distributions of collections to entities levying taxes.
Property taxes become a lien against the property when levied on July Ist of each year and are payable in
three installments due on November 15th, February 15th and May 15th. Discounts are allowed if the amount
due is received by November 15th. Taxes unpaid and outstanding on May 16th are considered delinquent.
Property tax collections are distributed monthly except for November, when such distributions are made
weekly.

Taxes collected within approximately sixty days of the fiscal year end are recognized as revenue in the
fund statements. The remaining balance of property taxes receivable is recorded as unavailable revenue
as it is not considered by management to be available to finance operations of the current period.
CAPITAL ASSETS

The Agency reports as capital assets real property that has been acquired for redevelopment which the

Agency has legal title and responsibility for management and maintenance. Other capital assets acquired by
the Agency which are transferred to the City of Newport are not reported by the Agency.
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Newport Urban Renewal Agency
Notes to the Basic Financial Statements
June 30, 2015

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
LONG-TERM OBLIGATIONS

Long-term obligations are reported in the government-wide financial statements as liabilities. The
governmental individual fund financial statements do not report long-term obligations because they do
not require the use of current financial resources.

FUND BALANCE

GASB Statement No. 54, Fund Balance Reporting and Governmental Fund-type Definitions, establishes
fund balance classifications that comprise a hierarchy based primarily on the extent to which a
government is bound to observe constraints imposed on the use of the resources reported in
governmental funds. Under this standard, the fund balance classifications are as follows:

« Nonspendable - represents amounts that are not in a spendable form. The nonspendable fund
balance represents inventories and prepaid items.

» Restricted - represents amounts that are legally restricted by outside parties for a specific purpose
(such as debt covenants, grant requirements, donor requirements, or other governments) or are
restricted by law (constitutionally or by enabling legislation).

e Committed - represents funds formally set aside by the governing body for a particular purpose.
The use of committed funds would be approved by resolution.

e Assigned - represents amounts that are constrained by the expressed intent to use resources for
specific purposes that do not meet the criteria to be classified as restricted or committed. Intent can
be stipulated by the governing body or by an official to whom that authority has been given by the
governing body. Both the Finance Director and Assistant Finance Director have been given the
authority to assign fund balances.

e Unassigned - is the residual classification of the General Fund. Only the General Fund may report a
positive unassigned fund balance. Other govern mental funds would report any negative residual fund
balance as unassigned.

The governing body has approved the following order of spending regarding fund balance categories:
Restricted resources are spent first when both restricted and unrestricted (committed, assigned or unassigned)
resources are available for expenditures. When unrestricted resources are spent, the order of spending is
committed (if applicable), assigned (if applicable) and unassigned.
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Newport Urban Renewal Agency
Notes to the Basic Financial Statements
June 30, 2015

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
NET POSITION

Net position is comprised of the various net earnings from operations, non-operating revenues, expenses
and contributions of capital. Net position is classified in the following three categories:

e Net investment in capital assets -consists of all capital assets, net of accumulated depreciation and
reduced by any outstanding balances of any bonds or other borrowings that are attributable to the
acquisition, construction, or improvement of those assets.

e Restricted -consists of external constraints placed on asset use by creditors, grantors, contributors, or
laws or regulations of other governments or constraints imposed by law through constitutional
provisions or enabling legislation.

o Unrestricted — consists of all other assets that are not included in the other categories previously
mentioned.

DEFERRED INFLOWS OF RESOURCES

In addition to liabilities, the statement of financial position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of resources,
represents an acquisition of net position that applies to a future period(s) and so will not be recognized
as an inflow of resources (revenue) until that time. The Agency has only one type of item which
qualifies for reporting in this category. Accordingly, the item, unavailable revenue, is reported only in
the governmental funds balance sheet. The governmental funds report unavailable revenues for property
taxes. This amount is deferred and recognized as an inflow of resources in the period that the amount
becomes available.

CASH AND INVESTMENTS

State statutes govern the cash management policies. Statutes authorize investment in bankers'
acceptances, time certificates of deposit, repurchase agreements, obligations of the United States and its
agencies and instrumentalities, and the Oregon State Treasurer's Local Government Investment Pool.

DEPOSITS

Deposits with financial institutions include bank demand deposits. Oregon Revised Statutes require
deposits to be adequately covered by federal depository insurance or deposited at an approved
depository as identified by the Treasury.

Cash is pooled with the City of Newport. Please refer to the City's basic financial statements, issued

under separate cover, for additional information pertaining to the nature and collateralization of the
City's cash and investments.
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Newport Urban Renewal Agency
Notes to the Basic Financial Statements
June 30, 2015

2. CASH AND INVESTMENTS
INVESTMENTS

The State Treasurer's Local Government Investment Pool is not registered with the U.S. Securities and
Exchange Commission as an investment company. The Oregon Revised Statutes and the Oregon
Investment Council govern the State's investment policies. The State Treasurer is the investment officer
for the Council and is responsible for all funds in the State Treasury. These funds must be invested, and
the investments managed, as a prudent investor would, exercising reasonable care, skill and caution.
Investments in the Fund are further governed by portfolio guidelines issued by the Oregon Short-Term
Fund Board, which establish diversification percentages and specify the types and maturities of
investments. The portfolio guidelines permit securities lending transactions as well as investments in
repurchase agreements and reverse repurchase agreements.

Amounts in the State Treasurer's Local Government Investment Pool are not required to be collateralized.
There is no material difference between the fair value of the Agency's position in the LGIP and the value of
the pool shares at June 30, 2015. There were no known violations of legal or contractual provisions for
deposits and investments during the fiscal year.

Interest Rate Risk

Oregon Revised Statutes require investments to not exceed a maturity of 18 months, except when the
local government has adopted a written investment policy that was submitted to and reviewed by the
OSTFB. There are no investments that have a maturity date.

Credit Risk - Deposits
In the case of deposits, this is the risk that in the event of a bank failure, the deposits may not be
returned. There is no deposit policy for custodial credit risk.

Credit Risk - Investments
Oregon Revised Statutes do not limit investments as to credit rating for securities purchased from US
Government Agencies or USGSE. The State Investment Pool is not rated.

Concentration of Credit Risk

At June 30, 2015, investments were comingled with the City of Newport investments. 100% of total City
of Newport investments were in the State Treasurer's Investment Pool. State statutes do not limit the
percentage of investments in this instrument.

3. CAPITAL ASSETS

Activity in the Agency’s capital assets is as follows:

July 1,2014  Acquisitions Dispositions June 30, 2015

Land $ - $ 1,535015 $ - $ 1,535,015
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Newport Urban Renewal Agency
Notes to the Basic Financial Statements
June 30, 2015
LONG-TERM DEBT

Tax Exempt Series 2007 Bonds

In May 2007, Urban Renewal bonds were issued with an interest rate of 5.25% in the total amount of
$900,000. The purpose of the bonds was to finance the 4B Storm Drain Project in South Beach. The bonds
mature June 2017, with the current balance outstanding at year-end of $219,000.

Annual requirements to repay the loan are as follows:

Year Ending
June 30 Principal Interest Total

2016 $ 107,000 $ 11,498 §$§ 118,498
2017 112,000 5,880 117,880

Totals $§ 219000 $ 17378 § 236,378

Tax Exempt Series 2008 Bonds

In May 2008, bonds with an interest rate of 4.25% in the amount of $2,530,000 were issued. The purpose of
the bonds was to finance infrastructure improvements related to Oregon Coast Community College campus
and various other infrastructure projects in South Beach. The bonds mature June 2018, with the current
balance outstanding at year-end of $875,000.

Annual repayments are as follows:

Year Ending
June 30 Principal Interest Total

2016 $ 280,000 $ 37,188 §$§ 317,188
2017 290,000 25,288 315,288
2018 305,000 12,963 317,963

Totals $ 875000 $ 75439 § 950,439
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Newport Urban Renewal Agency
Notes to the Basic Financial Statements
June 30, 2015
3. LONG-TERM DEBT (Continued)

Full Faith & Credit Refunding Obligations, Series 2010B

In July 2010, Full Faith & Credit Refunding Obligations, Series 2010B was issued in the amount of
$8,465,000 to refinance one loan agreement with the Oregon DEQ (loan #68931) and two loan agreements
with the Oregon Business Development Department (OBDD), formerly the Oregon Economic and
Community Development Department (OECDD), which were issued to help finance a portion of the City’s
sewer treatment plant. An additional $2,000,000 was borrowed as part of the refunding to help finance
transportation infrastructure improvements, which has enhance access to the Pacific Marine Operation Center.
The DEQ loan was considered a current refunding and was called July 14, 2010. The OBDD loans advanced
refunded, whereby $3,711,619 was used to purchase United States Government obligations, which were
deposited into an escrow account. These funds were sufficient to call the bonds on January 1, 2011. The
new bonds were issued at a premium of $276,407 with bond issue cost totaling $129,484. Interest range from
2.0 percent to 4.5 percent, with a final maturity of June 15, 2023. As of June 30, 2015, the outstanding
balance is $5,270,000. Annual debt service requirements to maturity for this bond is as follows:

Year Ending
June 30 Principal Interest Total

2016 $§ 595000 $ 190463 $ 785463

2017 660,000 177,075 837,075
2018 775,000 150,675 925,675
2019 975,000 122,800 1,097,800
2020 670,000 93,550 763,550
2021-2023 1,595,000 129,000 1,724,000

Totals $ 5,270,000 $ 863,563 $ 6,133,563

In March 2015, the South Beach Urban Renewal District completed a bank borrowing, Series 2015A &
2015B, totaling $5,456,000 to finance property acquisitions, infrastructure projects, and a trail project in the
South Beach urban growth area. The interest rate ranges from 2.45 percent to 3.45 percent. Final maturity is
June 1, 2025. As of June 30, 2015, the outstanding balance is $5,456,000. Annual debt service requirements
to maturity for this bond is as follows:

Year Ending
June 30 Principal Interest Total

2016 $ 117,000 $ 179,011 $ 296,011

2017 100,000 146,307 246,807
2018 130,000 143,309 273,309
2019 280,000 138,762 418,762
2020 624,000 129,321 753,321
2021 865,000 107,140 972,140

2022-2026 3,340,000 222,949 3,562,949

Totals $ 5,456,000 §$ 1,067,299 § 6,523,299

21



Newport Urban Renewal Agency
Notes to the Basic Financial Statements
June 30, 2015
3. LONG-TERM DEBT (Continued)

Changes in long-term obligations for the year ended June 30, 2015 are as follows:

Beginning Ending Due

Balance Balance Within

July 1,2014  Increases Decreases June 30, 2015 1 Year
2007 Urban Renewal Bond $ 321,000 $ - $ 102,000 $ 219,000 $ 107,000
2008 Urban Renewal Bond 1,145,000 - 270,000 875,000 280,000

Full Faith and Credit Refund

Obligation Series 2010B 5,840,000 - 570,000 5,270,000 595,000
2015 A&B Urban Renewal Funding - 5,456,000 - 5,456,000 117,000
Totals $ 7,306,000 $ 5,456,000 $ 942,000 $ 11,820,000 $ 1,099,000

4. RISK MANAGEMENT

There is exposure to various risks of loss related to torts; errors and omissions; and natural disasters.
The Agency is covered by The City of Newport's commercial insurance to minimize its exposure to
these risks. Settled claims have not exceeded coverage for the last three years.

S. PROPERTY TAX LIMITATION

The State of Oregon imposes a constitutional limit on property taxes for schools and non-school
government operations. School operations include community colleges, local school districts, and
education service districts. The limitation provides that property taxes for non-school operations are
limited to $10.00 for each $1,000 of property market value. This limitation does not apply to taxes
levied for principal and interest on general obligation bonded debt.

The State further reduced property taxes by replacing the previous constitutional limits on tax bases with
a rate and value limit in 1997. This reduction is accomplished by rolling property values back to their
1995-96 values less 10% and limiting future tax value growth of each property to no more than 3% per
year, subject to certain exceptions. Taxes levied to support bonded debt are exempted from the
reductions. The State Constitution sets restrictive voter approval requirements for most tax and many fee
increases and new bond issues, and requires the State to minimize the impact to school districts from the
impact of the tax cuts.
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Newport Urban Renewal Agency
Notes to the Basic Financial Statements
June 30, 2015

6. PRIOR PERIOD ADJUSTMENT
The statements of net position and activities have been restated due to the following reason:
1. The statement of net position previously included capital assets acquired or constructed by the Urban
Renewal Agency which have been transferred to the City of Newport have been removed.
2. The statement of net position previously included an amount due from the City of Newport. It has been
determined that this amount was recorded in error and has been removed.

3. The outstanding balance for the South Beach Bonds, Series 2010A has been corrected.

The restated net position is as follows:

Beginning net position $ 14,516,625
Adjustments:

1. Removal of capital assets (14,520,678)
2. Removal of amount due from the City of Newport (546,069)
3. Correct balance of long-term obligations (4,460,201)
Restated beginning net position $ (5,010,323)

7. SUBSEQUENT EVENTS

The City of Newport adopted two new Urban Renewal areas on October 5", 2015, ordinances 2083 and 2086.
The areas are the McLean Point Urban Renewal Plan (MPURA) and the Northside Urban Renewal Plan
(NURA). The MPURA is 73.44 acres which will provide up to $2 million in bonding capacity and will
generate a projected tax increment of $3.2 million over the duration of the plan, which is 20 years; with plans
to complete it in sixteen years. The NURA is 545.9 acres, will allow for $40 million of bonding capacity, and
is projected to capture $67 million in tax increment revenue over a 25-year period. These resources will be
available for various improvements in each of the areas which will lead to an increase in the long-term tax
base for the city and other taxing entities.
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SUPPLEMENTARY DATA

e Budget and actual schedule for Debt Service



NEWPORT URBAN RENEWAL AGENCY
DEBT SERVICE FUND
SCHEDULE OF REVENUES AND EXPENDITURES - BUDGET AND ACTUAL
for the year ended June 30, 2015

Original Final Over
Budget Budget Actual (Under)
Revenues
Current property taxes $ - % - $ 1,808,498 $ 1,808,498
Delinquent property taxes - - 82,423 82,423
Interest on investments 100 100 18,454 18,354
Total revenues 100 100 1,909,375 1,909,275
Other financing sources
Payment from City of Newport 662,160 662,160 - -
Total other financing sources 662,160 662,160 - (662,160)
Fund balance, beginning - - 1,883,198 1,883,198
Amount available for appropriation $ 662260 $ 662,260 3,792,573 $ 3,130,313
Original Final (Over)
Expenditures Budget Budget Actual Under
Urban renewal debt service $ -3 - 1,215,078 $(1,215,078)
2014 Water Revenue Bond 331,080 331,080 - 331,080
Total expenditures $ 331,080 $ 331,080 1,215,078 $ (883,998)
Fund balance, ending $ 2,577,495
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INDEPENDENT AUDITOR’S REPORT REQUIRED BY
OREGON STATE REGULATIONS

Agency Officials
NEWPORT URBAN RENEWAL AGENCY
Newport, Oregon

We have audited, in accordance with auditing standards generally accepted in the United States of
America, the basic financial statements of the NEWPORT URBAN RENEWAL AGENCY as of and for the
year ended June 30, 2015, and have issued our report thereon dated February 1, 2016.

Compliance

As part of obtaining reasonable assurance about whether the Agency's financial statements 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 Statutes as specified in Oregon
Administrative Rules 162-10-000 through 162-10-320 of the Minimum Standards for Audits of Oregon
Municipal Corporations, noncompliance with which could have a direct and material effect on the
determination of financial statements amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion.

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

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

Budgets legally required (ORS Chapter 294).

Insurance and fidelity bonds in force or required by law.

Programs funded from outside sources.

Authorized investment of surplus funds (ORS Chapter 294).

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

Compliance (continued)

In connection with our testing nothing came to our attention, except as noted below, that caused us to
believe the Agency was not in substantial compliance with certain provisions of laws, regulations,
contracts, and grants, including the provisions of Oregon Revised Statutes as specified in Oregon
Administrative Rules 162-10-000 through 162-10-320 of the Minimum Standards for Audits of Oregon
Municipal Corporations except that expenditures in excess of appropriation occurred as follows:

Fund / Appropriation category Appropriation Actual Variance

Debt Service Fund / Debt service $ 331,080 $ 1,215,078 $ (883,998)

Internal Control OAR 162-10-0230

In planning and performing our audit of the financial statements, we considered the Agency’s internal
control over financial reporting to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the Agency’s internal control. Accordingly, we
do not express an opinion on the effectiveness of the Agency’s internal control. Deficiencies in internal
control, if any, were communicated separately.

Restriction on Use

This report is intended solely for the information and use of the Agency Officials and management of the
NEWPORT URBAN RENEWAL AGENCY and the Oregon Secretary of State and is not intended to be and
should not be used by anyone other than these parties.

Boldt Carlisle + Smith
Certified Public Accountants
Salem, Oregon

February 1, 2016

By:

§rad'B|n/ge ei
V-

ér, Member
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