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The problem is not that there are problems.
The problem is expecting otherwise and thinking that having problems is a problem.
Theodore Rubin



City of Albany, Oregon
333 Broadalbin Street SW
Albany, Oregon 97321
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Officers, Council Members, and Administrative Staff
as of June 30, 2005

Council Members

Years of
Ward Council Service Term Expires
Chuck McLaran, Mayor 11 December 31, 2006
1 Dick Olsen 7 December 31, 2006
1 Doug Killin 9 December 31, 2008
II Sharon Konopa : 9 December 31, 2008
II Ralph Reid, Jr., Council President 11 December 31, 2006
111 Bessie Johnson 3 December 31, 2006
HA Jeff Christman 1 December 31, 2008
Administrative Staff
Years of
Service
Years with the
in this City of
Position Albany
City Manager Steve Bryant 21 31
Assistant City Manager/CFQ Susan Busbice 2 2
Public Works Director Diane Taniguchi-Dennis 2 6
Community Development Director Helen Bums Sharp 16 16
Parks Director Ed Hodney 2 2
Library Director Ed Gallagher 2 7
Police Chief Joe Simon 5 5
Fire Chief Kevin Kreitman 6 24
Information Technology Director Bob Woods 7 1 4
Human Resources director David Shaw 1 1

Principal Finance Staff

Assistant City Manager/CFO
Susan Busbice

Assistant Finance Director
John Stahl
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Citizens of the City-;)f Albany

Mayor and City Council

Chuck McLaran, Mayor
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Ward II: Sharon Konopa & Ralph Reid, Jr.
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Diane Taniguchi-Dennis

Operations

Facilies Engineering
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Sewer Environmental Services
Strect Maintenance
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Water Treatment
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Buiding Maintenance
Customer Services
Data Management
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GIS Services
Permit Tracking Services
Urban Forestry
Water Quality Control
Water/Sewer Billing
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(541 917-7500

ADMINISTRATIVE SERVICES
City Managert/

Human Resources

(541) ©17-7501

FAX (541 217-7511

Finance/Recorder
(541 917-7520
FAX (5411 917-7511

Municipal Court
(541)917-7740
FAX (541)917-7748

water/Sewer Billing
(641 917-7547
FAX (541)917-7511

COMMUNITY
DEVELOPMENT
Planning

(541) 917-7350

FAX (541} 617-7598

Building Inspection
(541) ?17-7553
FAX (541) 917-7598

FIRE ADMINISTRATION
(541) 917-7700
FAX (541)917-7716

PARKS & RECREATION
ADMINISTRATION
(541) 917-7777

EAX (541) 917-7776

PUBLIC WORKS
Engineering

(54A1) 1 7-7676

FAX (541) 917-7573

Transit
(5641)217-7667

FAX (541)917-7573
DD (541)917-7678

September 29, 2005

Honorable Mayor Charles McLaran
Members of the Albany City Council
City of Albany, Oregon

The Comprehensive Annual Financial Report of the City of Albany, Oregon (the
City) for the fiscal year ended June 30, 2005, together with the unqualified opinion
therein of our independent certified public accountants, Koontz & Perdue, P.C., is
hereby submitied. Responsibility for both the accuracy of the data, and the
completeness and fairness of the presentation, including all disclosures, rests with
the City. To the best of our knowledge and belief, the enclosed data is accurate in
all material respects and is reported in a manner designed to present fairly the
financial position and results of operations of the various funds of the City. All
disclosures necessary to enable the reader to gain an understanding of the City's
financial activities have been included.

In their audit, it is the resonsibility of the independent accountants to express an
opinion of the fairness of the basic financial statements. The independent
accountants have attested to the fairness of the basic financial statements with an
unqualified opinion as presented in the Report of Independent Accountants.

The Comprehensive Annual Financial Report is presented in four sections:
Introductory, Financial, Statistical, and Audit Comments. The Introductory
Section includes the transmittal letter, the City organization chart, a list of
principal officials, and a copy of the 2004 Certificate of Achievement for
Excellance in Financial Reporting. The Financial Section includes the basic
financial statements, management's discussion and analysis, and schedules. The
Statistical section includes selected financial and demographic information,
generally presented on a multi-year basis. The Audit Comment Section includes
auditor disclosures required by State regulations and reports required by

Government Auditing Standards.

This report includes all funds of the City including the Central Albany
Revitalization Area (CARA), an urban renewal district. Financial data for CARA
is included in these statements as a blended component unit. In addition, financial
data for the Albany Public Library Foundation has been included as a discretely
presented component unit. The City provides a full range of services which
include police and fire protection; sewer services; water services; construction and
maintenance of highways, streets, and infrastructure; recreational activities and
cultural events. '
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ABOUT ALBANY, OREGON

Albany is located in the heart of the Willamette Valley, 24 miles south of Salem, the State capital, and 40 miles
north of Bugene, the state's second largest city. With a 2005 population of 44,030 Albany is the state's 12th
largest city. It is the county seat and largest city in Linn County. It is the second Iargest city in Benton County.

Population: City of Albany, Linn and Benton Counties

City of Linn Corvallis
Year Albany County MSA*
1970 Census 18,181 71,914 53,776
1980 Census 26,678 89,495 68,211
1990 Census 29,540 91,227 70,811
2000 Census 40,010 103,069 78,153
2005 Estimated 44,030 106,350 81,750

*MSA-Metropolitan Statistical Area

The City was founded in 1848, incorporated in 1864, and adopted its first charter in 1891. A directly elected
nonpartisan Mayor with a two-year term leads a six member City Council elected to four-year, overlapping
terms. A full-time City Manager administers the affairs of the City for the Council, and supervises a staff of nine
department directors and 356 permanent employees.

The Albany community takes special pride in its three historic districts within the City that are listed on the
National Register for Historic Places. In 1985, the "Albany Community” was awarded the All-American City
Award for its volunteer efforts to its citizens. The community has more than 240 volunteer groups.

ECONOMIC OUTLOOK AND CONDITION

The City's economic base is one of diversity. Oregon State University in nearby Corvallis and Linn-Benton
Community College in Albany, employee almost 11,000 people. In Corvallis, Hewlett Packard, a worldwide
electronics manufacturing company, employs 3,400, The development of the U. S. Bureau of Mines in Albany
in the 1940's, led to the location in the Albany area of a significant rare metals industry. Today, Albany is
known as the "Rare Metals Capital of the World" due to the production volume of specialized metals.
Manufacturing firms, such as ALVAC Albany, create specialized products for the fields of acrospace, super
conductivity, fiber optics, nuclear energy generation, and photography.

Although not as prominent as in the past, the nearby location of the Willamette National Forest still provides
resources for the forest products sector in the area's economy. Timber harvesting, lumber and wood production,
pulp and paper production, and secondary wood processing operations provide 1,000 jobs in the area.

Albany has the added benefit of being located in one of the ten most productive agricultural areas of the world -
Oregon's Willamette Valley. The production, processing, and packaging of locally grown grass seeds, vegetable
seeds, beans, corn, peas, strawberries, and many other crops continues to play a primary role in the strength of
the Albany economy. Area food product manufacturers include unique freeze drying and meat smoking/drying
operations, as well as conventional freezing of seafood and vegetables.
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Region 4, in which Albany is located, is one of the most varied of the state's workforce regions, ranging from the
coast in Lincoln County, to Benton County with Oregon State University, to Linn County with an area from the
Interstate-5 corridor east to the crest of the Cascades. The Oregon Employment Department has published
employment projections by industry for 2002-2012. Growth in the region (+10.2%) is expected to be roughly
consistent with statewide growth, with nearly 9,430 jobs to be added during the period. Manufacturing is
anticipated to remain at the current level (-140, -0.8%). Most new jobs in the region are expected in
nonmanufacturing sectors, led by services (+4,520; 19.6%); trade (+2,520, 12.4%); government (+1,340, 6.0%);
and finance, insurance, and real estate (+410, 12.7%).

Although improving, unemployment rates continue to be a concern for the region. Statistics published by the
Oregon Employment Department show that as of June 30, 2005, the unemployment rates for Linn County and
the Corvallis Metropolitan Statistical Area (MSA) were 8.1% and 5.3%, respectively. These rates were 9.6%
and 5.6% for June 30, 2004. Linn County's jobless rate, 1.5 percentage points below June of 2004, translates
into 838 fewer unemployed people compared with June 2004.

In Linn County, nonfarm employment increased over the past year by 550 jobs. Corvallis MSA lost 70 jobs
compared with last year, due primarily to losses in manufacturing. The Corvallis MSA jobless rate has remained
stable, dropping only .3% since June, 2004. The MSA's lower jobless rate is the result of several factors: a high
cost of living causing the unemployed to move, a high student population employed in part-time jobs, and a high
percentage of residents with college degrees.

Another factor in measuring the economic condition of a community is its overall real market value. For
properties within the City, the real market value increased by 8.68 percent from $2.572 billion to $2.795 billion
in the last fiscal year.

MAJOR INITIATIVES

Significant during Fiscal Year 2004-2005 was the announcement of the "intent to retire" of Albany City
Manager, Steve Bryant, effective July 1, 2005. After his successful leadership of seventeen years, a major City
Council focus became the selection process that would produce a quality and experienced replacement with the
motivation to move forward on a variety of critical initiatives. As the process unfolded, with the assistance of
community involvement, Mr. Wes Hare, City Manager of La Grande, Oregon, was seclected and scheduled to
start employment in Albany on September 1, 2005, It is with great appreciation that the comnunity wishes Steve
Bryant farewell and welcomes Wes Hare with great anticipation.

Critical Opportunities and Achievements:

Council support and approval of the Strategic Plan

This plan will serve as a living document from which the entire organization will coalesce around the themes
of Great Neighborhoods, A Safe City, A Healthy Economy, and An Effective Government. The objectives
are both citywide and department specific and will enable staff to call on the resources of the community and
their peers to achieve the goals that will take the City into the next level of accomplishment.



Albany Millersburg Joint Water Treatment Plant

The bilateral commitment of these neighboring communities has bridged the gap of mistrust and allowed the
two Councils to come together in a joint effort that will serve the area's water requirements through 2050.
The state-of-the-art facility is currently under construction with the opening scheduled for November 2005.

Desiegn Stage Planning for a Wastewater Treatment Plant Construction Project

Using State Revolving Loan funds, the City is planning for a $60 million wastewater treatment plant
construction project using new filter technology and wetland mitigation to decrease water temperature on the
Willamette River, This innovative project will not only ensure that Albany is in compliance with state and
federal wastewater requiremenis for many years in the future, but also provide the community with the
highest level of wastewater operating and service levels. '

Central Albany Revitalization Area (CARA) Urban Renewal District

The goals of the City's urban renewal district have always been to revitalize the Willamette River waterfront,
the downtown core, and the surrounding area. A major achievement currently is the restoration of the
historical train station, named Albany Station. The restoration project involved a partnership between
AMTRAK, Federal and State grants, and the City. This downtown gateway project into the CARA district is
an impressive start to a number of initiatives within the new year, such as a major downtown streetscape
project including new lighting, sidewalks, and furmishings. Another initiative on the horizon for CARA is
Request for Proposals (RFP) to secure a developer or developers for "Riverfront Development" to maximize
tax revenues through the highest and best use of the available land and to link the commercial downtown with
residential riverfront development.

Parks and Recreation

This past year was of historical significance for the Parks and Recreation Department and the City. In 1999,
the Swanson Pool was closed because of diminishing structural integrity. As a result, the community suffered
a loss of a recreational treasure. With major private donations and City Council guidance, the City secured
public financing to build a new pool and bathhouse on the old site. On July 1, 2005, the community
celebrated the opening of Cool! Swanson Park Action Center in the heart of Albany.

Library
City staff is providing direction for future library services in terms of facilities and potential future

relationships with surrounding jurisdictions, including facility placement within the CARA district or the
formation of a library special district.

Information Technologyv/Finance

With City Council encouragement and approval, a five-year moratorium on voter approved funding for
capital projects was initiated. The City is researching alternative ways to provide the funding necessary for
future police and fire facilities and transportation improvements. In order to carry out it's responsibilities,
both internally and externally, the City is in the process of completing the initial phases of replacing and
updating the financial software system.
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FINANCIAL INFORMATION

Management of the City is responsible for establishing and maintaining an internal control structure designed to
ensure that the assets of the City are protected from loss, theft, or misuse, and to ensure that adequate accounting
data are compiled to allow for the preparation of financial statements in conformity with generally accepted
accounting principles. The internal control structure is designed to provide reasonable, but not absolute,
assurance that these objectives are met. The concept of reasonable assurance recognizes that: (1) the cost of
control should not exceed the benefits likely to be derived; and (2) the valuation of costs and benefits require
estimates and judgments by management. To assure that credible and timely information is prepared in the most
efficient manner possible, accounting policies, procedures, and systems, together with related internal controls,
are monitored and reviewed, when necessary, to meet changing requirements.

Financial and Accounting Policies

This report is prepared in conformance with the guidelines for financial reporting developed by the
Government Finance Officers Association of the United States and Canada and the Governmental Accounting
Standards Board (GASB), including all effective GASB pronouncements. It presents fairly the financial
position of the various funds of the City at June 30, 2005, the results of operations of such funds, and cash
flow of the proprietary fund types for the year then ended in conformity with generally accepted accounting
principles.

The City adopted GASB Statement 34, "Basic Financial Statements and Management's Discussion and
Analysis for State and Local Governments" and the related Omnibus Statement No. 37 beginning with the
2002-03 report. Implementation of these GASB statements has dramatically changed how the City's financial
information is reported this year in comparison to prior years., Major changes include the following:

w A narrative introduction, overview, and analysis accompanies the basic financial statements in the form of,
"Management's Discussion and Analysis (MD&A)." This letter of transmittal is designed to complement the
MD&A. The City's MD&A can be found starting on page 3.

m Government-wide financial statements are included to reflect the City as a single unified entity. The
government-wide statements report information in a manner similar to that of for-profit business entities and
include all long-term assets and liabilities of the City.

m Fund financial statements are presented in detail for significant (major) funds and as a total for nonmajor
funds.

The City maintains a total of 34 funds, of which 27 are governmental fund types and seven are proprietary
fund types. The modified acerual basis of accounting is used for the governmental fund types (General Fund,
Special Revenue funds, Debt Service funds, Capital Project funds, and Permanent funds). The accrual basis
is used for the proprietary fund types.

Risk Management

The City is a member of the City/County Insurance Services Trust. This is a general liability and auto
liability self-insurance pool set up for city and county entities in Oregon. The pool pays all claims up to
$500,000, and purchases insurance to cover excess liability up to a limit selected by the participating entity.
Small losses for the City are those under $5,000. Any claim over $5,000 is shared with the pool's claims
experience. In addition to the premium, the City is also obligated to pay annually up to $75,000 in claims and
settlement costs. As of June 30, 2005, $43,548 was recorded as a liability for claims not yet reported and/or
settled.
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Debt Administration

As of June 30, 2005, the City had outstanding long-term totaling $73,306,195, including $14,002,499 of
general obligation debt. Further details on outstanding long-term debt are presented in the notes to the
financial statements, page 44.

Oregon Revised Statutes, Chapter 287, provides a debt limit for general obligation bonds of three percent
(3%) of the true cash value of all taxable property within the City's boundaries. As of June 30, 2005, the
City's net general obligation bonded debt, $13,616,681 was well below the legal limit of $83,847,424.

Cash Management

The City's investment transactions are governed by a written investment policy. The policy, which is
reviewed annually by the City Council and the Oregon Short-Term Fund Board, regulates the City's
investment objectives, diversification, limitations, and reporting requirements. The City contracts with US
BANCORP Asset Management for the management of its investment portfolio.

The City ended the fiscal year with a total investment portfolio of $71,277,746, earning a yield of 3.0% at
year end. The majority of these idle funds are from capital project reserves and unspent bond proceeds.

Independent Audit

State statutes require an annual audit by independent certified public accountants. The accounting firm of
Koontz & Perdue, P.C. performed the audit for the fiscal year ended June 30, 2005. This audit is conducted
in accordance with generally accepted accounting standards, Government Auditing Standards, and Minimum
Standards for Audits of Oregon Municipal Corporations as prescribed by the Secretary of State. The auditor
must determine whether the City followed generally accepted accounting and reporting principles.

Awards

The Government Finance Officers Association of the United States and Canada (GFQA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the City of Albany for its Conprehensive
Annual Financial Report for the fiscal year ended June 30, 2004. The Certificate of Achievement is a
prestigious national award recognizing conformance with the highest standards 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 Comprehensive Annual Financial Report, whose contents conform to program
standards. Such a Comprehensive Annual Financial Report must satisfy both generally accepted accounting
principles and applicable legal requirements.

A Certificate of Achievement is valid for one year only. The City has received a Certificate of Achievement
for the last 21 consecutive years (fiscal years 1984-2004). We believe our current report continues to
conform to the Certificate of Achievement standards.

Acknowledgements

The preparation of the Comprehensive Annual Financial Report on a timely basis was made possible by the
dedicated service of the entire staff of the Finance Office and the certified public accountants of Koontz &
Perdue, P.C. Each has our sincere appreciation for the contributions made in the preparation of this report.
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In closing, without the leadership and support of the Albany City Council, preparation of this report would
not have been possible.

Respectfully submitted,

John Stahl
Assistant Finance Director
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There are risks and costs to a program of action.
But they are far less than the long-range risks and costs of comfortable inaction.
John Fitzgerald Kennedy



Koontz & Perdue, P.C.

Certified Public Accountants

INDEPENDENT AUDITOR'S REPORT

To the City Council
City of Albany
Albany, Oregon

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate remaining fund
information of the City of Albany, Oregon as of and for the year ended June 30, 2005, which collectively
comprise the City’s basic financial statements as listed in the table of contents. These financial statements are the
responsibility of the City of Albany, Oregon management. Our responsibility is to express an opinion 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
and the standards applicable to financial audits contained in Governmental Audiring Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management, as well as
gvaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for
our opinion.

In addition, 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, the aggregate discretely
presented component units, each major fund, and the aggregate remaining fund information of the City of Albany,
Oregon as of June 30, 2005, and the respective changes in financial position and cash flows, where applicable,
thereof and the respective budgetary comparison for the General Fund and the Major Special Revenue Funds 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 our report dated September 29, 2005, on
our consideration of City’s intemnal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts and grant agresments and other matters. The purpose of that report is to
describe the scope of out testing of intemal control over financial reporting and compiiance and the results of that
testing, and not to provide an opinion on the internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit.

920 Elm Street S.W. = P.O. Box 605 + Albany, Oregon 97321
(541) 926-5543 « www.midvalleycpa.com « Fax (541) 967-9460



The management’s discussion and analysis and budgetary comparison information on pages 3 through 10 and 18
through 22 are not required parts of the basic financial statements but are supplementary information required by
accounting principles generally accepted in the United States of America. We have applied certain fimited
procedures, which consisted principally of inquiries of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not audit the information and express
no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that coliectively
comprise the City of Albany, Oregon basic financial statements. The introductory section, combining and
individual nonmajor fund financial statements, capital assets schedules, other financial schedules, and statistical
tables are presented for purposes of additional analysis and are not required parts of the basic financial statements.
The accompanying schedule of expenditures of federal awards is presented for purposes of additional analysis as
required by the U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments, and
Non-Profit Organizations, and is also not a required part of the basic financial statements of the City of Albany,
Oregon. The combining and individual nonmajor fund financial statements and the schedule of expenditures of
federal awards have been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, are fairly stated in all material respects in relation to the basic financial statements
taken as a whole. The introductory section and statistical tables have not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we express no opinion on them.

Koontz & Perdue, P.C.

By:

Albany, Oregon
September 29, 2005



Management's Discussion and Analysis

As management of the City of Albany, Oregon, we offer the readers of the City's financial statements this narrative overview and
analysis of the City for the fiscal year ended June 30, 2005. We encourage readers to consider the information here in conjunction
with the additional information that we have furnished in our letter of transmittal which can be found starting on page iii.

Financial Highlights

m-The assets of the City exceeded its liabilities at the close of the most recent fiscal year by $210,379,778 (net assets). Of this
amount, $42,161,622 (unrestricted net assets) may be used to meet the government's ongoing obligations to citizens and creditors.

m-At of the close of the current fiscal year, the City's governmental funds reported a combined ending fund balance of $25,987,931,
an increase of $5,453,114 in comparison with the previous year, Of the combined fund balances, $14,647,567 is available for
spending at the City's discretion. One factor for the increase in fund balance for 2004-05 was due to a 38 percent increase in new
residential and commercial building permits which generated $961,126 in additional development fees and charges. Additionally,
due to a 4,74 percent increase in assessed value, current property tax collections in the General Fund, the Parks & Recreation Fund,
and the Public Safety Levy Fund were $730,000 more than the previous year. The Street Fund rececived a capital grant for
$571,534 from the state of Oregon Surface Transportation Program. Fund balances increased by a total of $2,241,000 for the City's
three major governmental funds: General, Street, and Parks & Recreation.

m-In the Improvement Fund, the ending fund balance increased by $1,470,297 when prepaid assessment deposits were recognized
as earned revenue at the time the final assessments on the 53rd Avenue Local Improvement District were adopted by the City
Council in June 2005. The fund balance in the PERS Reserve Fund increased by $771,094 through contributions by other City
Funds.

Governmental Funds
Total Fund Balances for the Last Four Fiscal Years
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m-Business-type net assets increased $14,699,286 (14 percent) for the 2004-05 fiscal year. Operating income for the Water and
Sewer Funds was $4,680,152. The increase to net assets from nonoperating revenues and expenses was $980,080. Capital
contributions from the city of Millerburg, developer site improvements, and development fees were $10,036,200.



Business-type Activities
Net Assets for the Last Four Fiscal Years
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Overview of Financial Statements

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

Government-wide Financial Statements
The government-wide financial statements are designed to provide readers with a broad overview of the City's finances, in a
manner similar to a private sector business.

The Statement of Net Assets presents information on all the City's assets and liabilities, with the difference between the two
reported as net assets. Over time, increases or decreases in net assets may serve as a useful indicator of whether the financial
position of the City is improving or deteriorating.

The Statement of Activities presents information showing how the City's net assets changed during the most recent fiscal year, All
changes in net assets are reported as soon as the underlying event giving rise to the change occurs, regardless of the timing of the
related cash flows. Thus, revenues and expenses are reported in this statement for some items that will result in cash flows in
future periods (e.g. uncollected taxes and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the City that are principally supported by taxes and
intergovernmental revenues (governmental activities } from other functions that are intended to recover all or a significant portion
of their costs through user fees and charges (business-type activities). The governmental activities include general government,
public safety, streets and highways, and culture and recreation. The business-type activities of the City are water and sanitary
sewer.

The government-wide financial statements include not only the City itself (known as the primary government), but also a legally
separate urban renewal district, known as the Central Albany Revitalization Area (CARA), for which the City is financially
accountable and functions for all practical purposes as a department of the City. Financial information for this blended component
wnit has been included as an integral part of the primary government. CARA's complete financial statement may be obtained at the
City's Administrative offices.

The Albany Public Library Foundation has been included as a discretely presented component unit. The foundation provides
services and faciltities for the Albany Public Library. It is governed by a board of four to seven members who have a current
interest in the preservation of services at the Downtown Library.

The government-wide financial statentents can be found starting on page 11..



Fund Financial Statements
A fund is a grouping of related accounts that is used to maintain control over resources that have been segregated for specific
activities or objectives. The City, like other state and local povernments, uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. All of the funds of the City can be divided into two categories, governmental
funds and proprietary funds.

Governmental Funds

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

Because the focus of governmental funds is narrower than that of the govemment-wide financial statements, it is useful to compare
the information presented for the 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 City's near-term
financing decisions. Both the governmental fund balance sheet and the governmental fund statement of revenues, expenditures,
and changes in fund balances provide a reconciliation to facilitate this comparison between governmental funds and governmental
activities,

The City maintains 27 individual governmental funds. Information is presented separately on the governmental fund balance sheet
and in the governmental statement of revenues, expenditures, and changes in fund balances for the General, Street, and Parks and
Recreation Funds, all of which are considered to be major governmental funds. Data from the remaining governmental funds,
(nonmajor governmental funds) are combined into a single aggregated presentation. Individual fund data for each of the nonmajor
governmental funds is provided in the form of combining statements starting on page 57 of this report.

The City adopts an annual appropriated budget for all funds. A budgetary comparison statement has been provided for each fund to
demonstrate compliance with the budget. Reconciliation of differences between budgetary revenues and expenditures and fund
revenues and expenditures/expenses are provided as necessary.

The basic governmental fund financial statements and respective reconciliations can be found starting on page 14.

Proprietary Funds

The City maintains two different types of proprietary funds; enterprise funds and internal services funds. Enterprise funds are used
to report the same functions presented as business-type activities in the governmental-wide statements. The City uses enterprise
funds to account for its water and sanitary sewer systems.

An intemal service fund is an accounting device used to accumulate and allocate costs internally among the City's various
functions. The City uses internal service funds to account for equipment maintenance, information systems services, central
services, geographic information system services, and Public Works services. Equipment maintenance and Public Works services,
which predominantly benefit business-type functions, have been included within business-type activities in the government-wide
financial statements. Information systems services, central services, and geographical information system services, which
predominantly benefit governmental functions, have been included within governmental activities in the government-wide financial

The bagic proprietary fund financial statements can be found starting on page 24.

Notes to the Basic Financial Statements
The notes provide additional information that is essential to a full understanding of the financial data provided in the government-
wide and fund financial statements. The notes to the financial statements can be found starting on page 28.

Supplementary Data.
The combining statements, referred to earlier in connection with nonmajor governmental funds, can be found starting on page 57.

Government-wide Financial Analysis
As noted earlier, net assets may serve over time as a useful indicator of the City's financial position. The City's assets exceeded
liabilities by $210,379,778 at the close of the fiscal year.

At Fiscal Year end, June 30, 2005, the City had $122,947,134 invested in capital assets, net of related debt, and an unrestricted net
asset balance of $42,161,622.



By far, the largest portion of the City's net assets is the investment in capital assets (e.g. land, buildings, and equipment), less any
related debt used to acquire those assets that is still outstanding. The City uses these capital assets to provide services to its
citizens; consequently, the assets are not available for future spending. Although the City’s investment in its capital assets is
reported net of the related debt, it should be noted that the resources needed to repay the debt must be provided from other sources,
since the capital assets themselves cannot be used to liquidate the debt. An additional] portion of net assets (845,271,022, 15
percent) represents resources that are subject to external restrictions on how they may be used,

Table 1 - Net Assets Summary
Governmental and Business-type Activities
for the year ended June 30, 2005

Governmental Activities Business-type Activities Total
2004-05 2003-04 2004-05 2003-04 2004-05 2003-04
Cash and investments $ 30,419,968 §$ 24,896,371 § 41,167,966 § 55,268,522 § 71,587,934 § 80,164,893
Other assets 11,321,277 15,261,710 3,362,982 3,574,191 14,684,259 18,835,501
Capital assets 81,250,492 68,264,708 126,233,014 08,446,736 207,483,506 166,711,444
Total assets 122,991,737 108,422,789 170,763,962 157,289,449 293755699 265,712,238
/!
Other liabilities 7,605,231 5,364,186 8,485,089 3,848,316 16,090,320 9,212,502
Long term debt outstanding 23,282,389 23,579,917 44,003,212 49,037,579 67,285,601 72,617,496
Total liabilities 30,887,620 28,944,103 52,488,301 52,885,895 83,375,921 81,829,998
Net assets:
Invested in capital assets,
net of related debt 38,046,254 42,539,526 84,900,880 76,643,262  122.947,134 119,182,788
Restricted 29,410,881 18,279,315 15,860,141 9,401,040 45,271,022 27,680,355
Unrestricted 24,646,982 18,659,845 17,514,640 18,359,252 42,161,622 37,019,097
Total net assets $ 92,104,117 § 79,478,686 5118275661 $104,403,554 §$210,379,778 §183,882,240

In December, 2004, the City issued $3,720,000 of Revenue Obligations, Series 2004, The proceeds were used to finance a portion
of the construction of a new swimming pool at Swanson Park, and to repay and defease the City's Certificates of Participation,
Series 1994. For further details concerning the defeasance of the 1994 issue, refer to page 49. The total outstanding debt at June
30, 2005, was $73,306,195. The debt consists of outstanding bonds and certificates of participation, $69,552,783; loans,
$1,429,310; compensated absences, $2,118,494; claims and judgments, $43,548; and capital leases, $162,060. The ratio of the
City's capital assets, net of related debt, as compared to total net assets is 58 percent. Details of long-term debt payable can be
found in the notes to the basic financial statements beginning on page 44.

In the business-type activities, the decrease in cash and investments and increase in capital assets is primarily attributable to the use
of funds provided by the 2003 Water Revenue bonds for the construction of the new Albany Millersburg Water Treatment Plant.
The plant is scheduled to open in the Fall of 2005,

At the end of the current fiscal year, the City has positive balances in all three categories of net assets, both for the government as a
whole, as well as for its separate governimental and business-type activities. The City's net assets increased by $26,212,864 (14
percent) during the current fiscal year due primarily to increased tax revenues, water/sewer services charge increases in anticipation
of utility capital construction; and capital contributions from the city of Millersburg, systems development fees (streets, parks,
water, and sewer), grants, and developer site improvements.



Table 2 - Statement of Activities Summary
Governmental and Business-type Activities
for the year ended June 30, 2005

Governmental Activities Business-type Activities Total
2004-05 2003-04 2004-05 2003-04 2004-05 2003-04
REVENUES ’
Program revenues
Charges for services £ 3481479 % 3297211 § 18,347,326 § 18,225,258 § 21,828,805 § 21,522,469
Grants and contributions 16,324,485 13,857,218 10,036,200 3,928,599 26,360,685 17,785,817
General Revenues
Taxes 23,435,973 19,554,947 782,683 787,570 24,218,656 20,342,517
Franchise fees 967,994 887,954 - - 967,994 887,954
Interest ' 467,924 243,671 488,123 286,658 956,047 530,329
Other 113,676 516,013 455,720 578,916 569,396 1,094,929
Total revenues 44,791,531 38,357,014 30,110,052 23,807,001 74,901,583 62,164,015
EXPENSES
Governmental activities 34,305,409 32,048,383 - - 34,305,409 32,048,383
Business-type activities - - 14,383,310 15,435,115 14,383,310 15,435,115
Total expenses 34,305,409 32,048,383 14,383,310 15,435,115 48,688,719 47,483,498
Transfers 1,027,456 303,785 (1,027,456) (303,785) - -
Increase in net assets 11,513,578 6,612,416 14,699,286 8,068,101 26,212,864 14,680,517
Beginning net assets 80,590,539 72,866,270 103,576,375 96,335,453 184,166,914 169,201,723
Ending net assets $ 92,104,117 § 79,478,686 3118275661 $104,403,554 $210,379,778 $183,882,240

Governmental Activities .

In the November, 2002 General Election, a five-year local option levy for public safety was passed by the voters of the City of
Albany. Beginning with the 2003-04 fiscal year, properties within the City were assessed $0.95 per $1,000 of asscssed value.
During the fiscal year, current and delinquent taxes totaling $1,973,168 were received by the City from the levy. In addition,
general property taxes increased 8.3 percent,which generated 31,098,000 of current tax revenues above the fiscal year 2003-04
level.

Governmental Activity Revenues by Source

Interest 194, $467,924 Other 0.3%, $113,676

Franchise fees 2.2%,

$967,994 Charges for services 7.8%,

£3,481,479

Taxes 52.3%, $23,435,973

Grants & contributions
36.4%, $16,324,485




Governmental Activity Expenses by Program Area

Interest on long-term

debt 3.5%, 31,190,214 : General government

Cuiture & recreation 14%, $4,808,302

17.2%, $5,905,119

Highways & streets Public safety 50.6%,
14.7%, $5,056,827 $17,344,947

Business-type Activities

Construction of the Albany Millersburg Water Treatment Plant continued on schedule. Completion of the project is expected to be
in the Fall of 2005. In the Sewer Fund, a combination of grants, a state revolving fund loan, and City funds will be used to build a
new wastewater treatment facility. The estimated cost is approximately $65 million. Preliminary design began during 2004-03.
The treatment plant is expected to be completed by 2009. Water rates increased by four percent in January 2005. Sewer rates
increased by seven percent in July 2004.

Business-type Activity Revenues
Enterprise and Internal Service Funds

Taxes 2.6%, $782,683 Transfers in 0.4%,
Interest T:6%, $488,123 $124,106

Miscellaneous 1.5%,
$455,720

Grants/contributions

33.2%, $10,036,200
Charges for services

60.7%, 818,347,326

Business-type Activity Expenses
Enterprise and Internal Service Funds

Transfers out 7.4%,
Interest expense 1.9%, 51,151,562

$290,708

Depreciation 21.4%,
$3,326,385

Operating expenses
69.3%, $10,766,217




BUDGETARY HIGHLIGHTS

The City Council approved 12 resolutions which changed the adopted 2004-05 budget. Five of the resolutions, totaling $604,100
were to make appropriations for grant awards. There was one supplemental budget resolutien increasing appropriations by
$10,772,200 (6.82 percent). Appropriations increased by $3,048,000 in the Capital Projects Fund for the Periwinkle Creek Bridge
project and the Albany Data Integration Project. Primarily for capital projects in the Water Fund, an additional $3,297,400 was
appropriated from unspent resources in the prior fiscal year. The budget for the Parks and Recreation Fund increased by
$1,673,800 in order to appropriate the proceeds of the 2004 Revenue Obligations for construction of the new swimming pool at
Swanson Park.

CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets

As of June 30, 2005, the City had invested $207,483,506 in capital assets as reflected in the table below. Additional information
concerning the City's capital assets can be found in the notes to the basic financial statements, starting on page 41.

Table 3 - Capital Assets at Year-end

(Net of Depreciation)
Governmental Activities Business-type Activities Total
2004-05 2003-04 2004-05 2003-04 2004-05 2003-04
Land, land rights,

& land improvements $ 3,800,620 § 3784903 $ 1,711,751 § 1,539,282 § 5,512,371 $ 5,324,185
Buildings and improvements 9,181,106 9,424,372 19,019,765 19,442,764 28,200,871 28,867,136
Vehicles and equipment 3,311,297 3,311,112 2,089,098 2,273,558 5,400,395 5,584,670
Infrastructure 49,404,555 43,440,228 69,422.377 64,437.686 118,826,932 107,877,914
Construction in progress 15,552,914 9,497,239 33,990,023 10,753,446 49,542,937 20,250,685

$ 81,250,492 § 69,457,854 $126,233,014 § 98.446,736 3$207,483,506 $167,904,590

The following table summarizes the change in capital assets between the last two fiscal years. Additions include assets acquired or
under construction at year-end. Reductions are for depreciation, disposition, and retirement of assets.

Tabel 4 - Summary of Capital Asset Activity for the Last Two Fiscal Years

{Net of Depreciation)

Governmental Activities Business-type Activities Total

2004-05 2003-04 2004-05 2003-04 2004-05 2003-04
Beginning Balance $ 69,457,854 § 65,514,287 § 98,446,736 % 89,802415 $167,904,550 $155,316,702
Additions 15,199,504 7,747,288 31,062,930 11,856,453 46,262,434 © 19,603,741
Retirements (6,078) (277,332) - (11,738) (6,078) (289,070)
Depreciation (3,400,788) (3,520,389) (3,276,652) (3,200,394) (6,677,440) (6,726,783)
Ending balance $ 81,250,492 $ 69,457,854 $126,233,014 $ 98,446,736 $207,483,506 $167,904,590

Governmental assets increased by $11,792,638 net of accumulated depreciation. Major capital projects completed or under
construction as of June 30, 2005, were the Highway 20/99E interchange and other street construction projects, the Regional
Multimodal Transportation Center project, and construction of the new swimming pool at Swanson Park.

Business-type capital assets increased by $27,786,278 net of accumulated depreciation. Continuing construction of the Albany
Millersburg Water Treatment Plant accounted for $21 million of the increase. Construction of sewer and water lines amounted to
$3.3 million. Capital contributions in the form of developer site improvements added an additional $3.7 million to capital assets.



Debt Qutstanding
As of June 30, 2005, the City had $73,306,195 in debt outstanding compared to $74,175,462 on June 30, 2004. Of the amount
outstanding as of June 30, 2005, $6,020,594 is due within one year.

In December, 2004, the City issued $3,720,000 of Revenue Obligations, Series 2004. The proceeds were used to finance a portion
of the construction of a new swimming pool at Swanson Park, and to repay and defease the City's Certificates of Participation,
Series [994,

Table 5 - Outstanding Debt at Year End

June 30, 2005 June 30, 2004

Governmental
General obligation $ 10,290,000 § 10,845,000
Special assessment debt with governmental commitment 2,097,840 2,341,549
Certificates of participation - 1,850,000
Limited tax pension 6,783,389 6,813,236
Revenue 1,230,000 1,410,000
General revenue 3,720,000 -
Oregon Economic Development Department note 301,749 320,132
Compensated absences 1,721,819 1,156,200
Claims and judgments 25,747 22,120
Capital Lease 162,060 -
Sub-total $ 26,332,604 § 24,758,237

Business-type

Water revenue $ 38,987,677 § 40,192,681
Water general obligation 3,712,499 4,351,811
Water certificates of deposit 452,819 504,589
Sewer revenue 2,278,559 2,699,857
Oregon DEQ State Revolving Fund loan 1,127,561 1,288,641
Compensated absences 396,675 364,352
Claims and judgments 17,801 15,294
Sub-total 46,973,591 49,417,225
Total $ 73,306,195 § 74,175,462

Oregon Revised Statutes, Chapter 287, provides a debt limit of three percent of the true cash value of all property within the City.
The current debt limitation for the City's general obligation debt is $83,847.424, which is well above the City's outstanding general
obligation debt, $14,002,499.

Additional information on the City's long-term debt can be found in the notes to the basic financial statements, starting on page 44.

Key Economic Factors and Budget Information for the Future

The unemployment rate for Linn and Benton counties at the close of the fiscal year was 8.1 percent and 5.3 percent respectively. At
the time of preparation of this report, the unemployment rates were 7.7 percent and 5.4 percent.

It is anticipated that the costs of providing medical insurance coverage to employees will continue to rise by approximately 12
percent in the next fiscal year.

The state of Oregon's income tax receipts have been less than the amounts it has budgeted to receive. Although the City receives a
variety of revenues from the State, the State's revenue shortfall and its actions to address that shortfall do not appear likely to have a
material and adverse impact on the financial condition of the City.

All of these factors were considered in preparing the City's budget for Fiscal Year 2005-06.

Request for Infermation

This financial report is designed to provide a general overview of the City's finances and to demonstrate the City's accountability.
Questions should be directed to the Finance Office, City of Albany, Post Office Box 490, Albany, Oregon 97321.
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CITY OF ALBANY, OREGON
STATEMENT OF NET ASSETS

ASSETS
Cash and investments
Internal balances
Receivables:
Property taxes
Accouunts receivable
Assessments
Interest
Loans
Grants
Other assets
Restricted cash and investments
Land and construction in progress
Other capital assets, net of depreciation
Net pension asset

Total assets

LIABILITIES
Accounts payable
Withholdings and taxes payable
Short-term debt - letter of credit
Interest payable
Refundable deposits and advances
Unearned revenue ,
Amount held in trust
Noncurrent liabilities:

Due within one year

Due in more than one year

Total habilities

NET ASSETS
Invested in capital assets, net of related debt
Restricted for:

Capital projects

Debt service

Other purposes - expendable

Other purposes - nonexpendable
Unrestricted

Total net assets

June 30, 2005
Component Unit:
Govern- Business- Albany Public
mental type Library
Activities Activities Total Foundation

$ 18537229 § 16,141,426 $ 34,678,655 S 835,705
(6,190 6,190 - -
1,351,794 62,323 1,414,117 ;
694,327 2,724,535 3,418,862 ;
1,394,200 364,947 1,759,147 -
139,481 178,342 317,823 -
670,646 - 670,646 -
379,862 - 379,862 ;
117,389 26,645 144,034 -
11,882,739 25,026,540 36,909,279 -
19,353,535 35,706,464 55,059,999 -
61,896.957 90,526,550 152,423,507 ;
6,579,768 . 6,579,768 ;
122,991,737 170,763,962 293,755,699 835,705
2,580,887 4,560,056 7,140,943 1,852
1,070,199 - 1,070,199 -
300,000 - 300,000 ]
204,623 808,550 1,013,173 ;
300,462 146,104 446,566 ;
79,462 - 79,462 )
19,383 - 19,383 .
3,050,215 2,970,379 6,020,594
23282389 44,003,212 67,285,601 -
30,887,620 52,488,301 83,375,921 1,852
38,046,254 84,900,880 122,947,134 -
20,890,344 15,122,720 36,013,064 -
8,306,442 737,421 9,043,863 -
100,224 - 100,224 -
113,871 - 113,871 -
24,646,982 17,514,640 42,161,622 833,853
$ 92,104,117 §$ 118,275,661 § 210,379,778 § 833,853

The notes to the basic financial statements are an integral part of this statement.
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CITY OF ALBANY, OREGON
STATEMENT OF ACTIVITIES
for the year ended June 30, 2005

Program Revenues

Operating Capital
Charges Grants Grants
for and and
Expenses Services Contributions  Contributions
FUNCTIONS
Primary government:
Governmental activities:
General government $ 4,808,302 $ 563,253 $ 2,311,759 § 4,925,935
Public safety 17,344,947 2,328,749 1,554,666 -
Highways and streets 5,056,827 - 145,871 5,126,368
Culture and recreation 5,905,119 559,477 603,280 1,656,606
Interest on long-term debt 1,190,214 - - -
Total governmental activities 34,305,409 3,481,479 4,615,576 11,708,909
Business-type activities:
Water 6,946,851 10,627,576 - 6,828,610
Sewer 7,436,459 7,719,750 - 3,207,590
Total business-type activities 14,383,310 18,347,326 - 10,036,200
Total primary government $ 48,688,719 § 21,828,805 % 4,615,576 § 21,745,109
Component Unit:
Albany Public Library Foundation $ 40,527 - 6.817 -

General revenues:
Property taxes
Transient room taxes
Motor fuel taxes
Cigarette and alcoholic beverage taxes
Privilege taxes
Franchise fees
Contributions to permanent funds .

Grants and contributions not restricted to specific programs

Unrestricted investment earnings
Premium on debt issuance
Miscellaneous

Total general revenues

Transfers

Change in net assets

Net assets - beginning, as restated

Net assets - ending

The notes to the basic financial statements are an integral part of this statement.
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Net (Expense) Revenue and

Change in Net Assets Component Unit
Govern- Business- Albany Public
mental fype Library
Activities Activities Total Foundation
$ 3,022,645 - § 3022645 § -
(13,461,532) - (13,461,532) -
215,412 - 215,412 -
{3,085,756) - (3,085,756) -
(1,190,214) - (1,190,214) -
(14,499,445) - (14,499,445) -

- $ 10,509,335 10,509,335 -
- 3,490,881 3,490,881 -
. 14,000,216 14,000,216 -
$ (14,499,445) $ 14,000216 $  (499,229) -

(33,710) - ; (33,710)
18,169,530 782,683 18,952,213 -
550,404 - 550,404 .
2,119,250 - 2,119,250 -
497,499 | - 497,499 -
2,099,290 - 2,099,290 -
967,994 - 967,994
3,042 - 3,042 -
60,390 - 60,390 -
467,924 488,123 956,047 81,392
50,244 - 50,244 -
; 455,720 455,720 -
24,985,567 1,726,526 26,712,093 T 81,392
1,027,456 (1,027,456) ] .
11,513,578 14,699,286 26,212,864 47,682
80,590,539 103,576,375 184,166,914 786,171

$ 92,104,117 § 118,275,661 § 210,379,778 § 833,853

The notes to the basic financial statements are an integral part of this statement.
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CITY OF ALBANY, OREGON
GOVERNMENTAL FUNDS
BALANCE SHEET

June 30, 2005

Parks & Other Total
General Street Recreation  Governmental Governmental
Fund Fund Fund Funds Funds

ASSETS
Cash and investments $ 3,566,622 § 4,047392 § 499,095 § 9,759,823 $17,872,932
Receivables:

Property taxes 884,366 - 231,618 235,810 1,351,794

Accounts receivable 46,888 239,275 14,924 393,240 694,327

Assessments - - - 1,394,200 1,394,200

Interest 19,166 37,994 20,362 59,452 136,974

Loans - - - 670,646 670,646

Grants - - - 379,862 379,862
Due from other funds 429763 - - - 429,765
Other assets 12,678 217 6,343 72,177 91,415
Restricted cash and investrment - 4,943,630 3,922,546 3,016,563 11,882,739
Total assets § 4959485 § 9,268,508 § 4,694,888 $15,981,773 $34,904,654
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payable § 140,528 § 332922 § 1,004,469 § 1,061,125 $ 2,539,044
Withholdings and taxes payabl 1,070,199 - - - 1,070,199
Short-term debt - letter of cred: - - - 300,000 300,000
Due to other funds - - - 429,765 429,765
Deposits - 1,000 723 298,739 300,462
Deferred/unearned revenue 995,789 239,275 266,351 2,756,455 4,257,870
Amounts held in trust 19,383 - - - 19,383
Total liabilities 2,225,899 573,187 1,271,543 4,846,084 8,916,723
Fund balances:

Reserved for:

Capital projects - 4,709,837 3,024,666 513,901 8,248,404

Debt service - - - 2,877,865 2,877,865

Library programs - - - 90,474 90,474

Parks and Recreation progran - - 419 11,617 12,036

Perpetual care - - - 111,585 111,585
Unreserved, reported in:

General fund 2,733,586 3,985,474 - (3,985,474) 2,733,586

Special revenue funds - - 398,260 8,346,679 8,744,939

Capital project funds - - - 3,169,042 3,169,042
Total fund balances 2,733,586 8,695,311 3,423,345 11,135,689 25,987,931
Total liabilities and fund balan 3 4,959,485 § 9,268,508 § 4,694,888 $15,981,773 $34,904,654

The notes to the basic financial statements are an integral part of this statement.
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CITY OF ALBANY, OREGON
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET ASSETS
June 30, 2005

Total fund balances per Governmental Funds Balance Sheet {page 14).
Amounts reported for governmental activities in the Statement of Net Assets are different because:

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

Capital assets - land 3,800,620
Capital assets - construction in progress 15,552,915
Capital assets - other 95,995,411
Accumulated depreciation (34,098,454)
Capital assets, net 81,250,492
Less: Internal service funds net assets reported as governmental activities 58,271

Total adjustment

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

Property taxes 1,439,479
Accounts receivable 674,083
Assessments 1,394,200
Loans 670,646
Net pension asset 6,579,768

Total deferred revenue adjustments

Internal service funds are used by management to charge the costs of information systems

services, central services, and geographic information system services to individual funds,

The assets and liabilities of these intemal service funds are included in governmental

activities in the Statement of Net Assets.
Net assets reported as governmental activities 735,721
(Profit)/loss reported as governmental activities (171,760)

Net adjustments for internal service funds

Long-term liabilities, including bonds payable, loans payable, and salaries, withholdings,
vacations, and taxes payable are not due and payable in the current period and, therefore
are not reported in the funds

Long-term debt (24,585,038)
Compensated absences 0

Interest payable on long-term debt (204,623)
Claims and judgments (23,496)
Compensated absences (1,585,015)

Total long-term debt adjustments
Net assets of governmental activities (page 11).

The notes to the basic financial statements are an integral part of this statement,
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81,192,221

10,758,176

563,961

(26,398,172}
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CITY OF ALBANY, OREGON
GOVERNMENTAL FUNDS
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
for the year ended June 30, 2005

Parks and Other Total
General Street Recreation  Governmental Governmental
Fund Fund Fund Funds Funds
REVENULS
Taxes:
Property $11,440,187 § - % 2872603 § 3,597.744 § 17,910,534
Transient room tax - - - 550,404 . 550,404
Special assessments - - - 2,812,677 2,812,677
Franchise fees, privilege taxes, .
licenses, and permits 3,260,514 2,108,687 1,023,545 1,596,110 7,988,856
Intergovernmental revenues 1,757,893 2,811,402 33,200 7,715,400 12,317,895
Charges for services 299,200 - 833,360 2,565,941 3,698,501
Fines and forfeitures 545,296 - - - 545,296
Gifts and donations - . - - 3,042 3,042
Interest on investments 91,650 174,318 92,660 265,629 624,257
Miscellaneous 60,492 48,186 509,089 146,555 764,322
Total revenues 17,455,232 5,142,593 5,364,457 19,253,502 47,215,784
EXPENDITURES
Current:
General government 1,497,028 - - 3,437,956 4,934,984
Public safety 14,864,898 - - 1,944,256 16,809,154
Highways and streets - 2,768,538 - - 2,768,538
Culture and recreation 1,628,479 - 4,064,379 138,502 5,831,360
Debt service:
Principal - - - 2,876,939 2,876,939
Interest - - - 1,201,415 1,201,415
Capital outlay 178,454 1,295,570 2,592,993 8,966,497 13,033,514
Total expenditures 18,168,859 4,064,108 6,657,372 18,565,565 47,455,904
Excess (deficiency) of revenues
over {(under) expenditures (713,627) 1,078,485 (1,292 915) 687,937 (240,120)
OTHER FINANCING
SOURCES (USES)
Bond issuance - - 2,287,147 1,432,853 3,720,000
Premium on debt issuance - - - 50,244 50,244
Capital lease 162,060 - - - 162,060
Transfers in 2,372,935 314,987 79,413 4,200,670 6,968,005
Transfers out (1,378,138)  (406,118)  (263,149)  (3,159,670)  (5,207,075)
Total other financing sources (uses) 1,156,857 (91,131) 2,103,411 2,524,097 5,693,234
Net change in fund balances 443,230 987,354 810,496 3,212,034 5,453,114
Fund balance - beginning, as restated 2,290,356 7,707,957 2,612,849 7,923,655 20,534,817
Fund balance - ending $ 2,733,586 § 8,695,311 § 3,423,345 §$ 11,135,689 §$ 25,987,931

The notes to the basic financial statements are an integral part of this statement.
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CITY OF ALBANY, OREGON

RECONCILIATION OF THE STATEMENT OF REVENUES,

EXPENDITURES, AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF ACTIVITIES
for the year ended June 30, 2005

Amounts reported for governmental activities in the Statement of Activities are different because:

Net change in fund balances - total governmental funds (page 16).

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 in

the current period.
Capital outlay
Depreciation for the current fiscal year
Net capital outlay adjustment

The net effect of various miscellancous transactions involving capital assets {i.e., sales, trade-

ins, disposals, and donations) is to decrease net assels.

Revenues in the Statement of Activities that do not provide current financial resources are not

reported as revenues in the funds.
Property taxes
Capital asset donations
Principal portion of loan receipts
Ambulance charges
Other fees and charges
Loans receivable
Assessments

Total revenue adjustiments

The issuance of long-tem 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 freatment

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.
Compensated absences
Accrued interest on long-term debt
Net pension asset amortization
Pending insurance claims

Total adjustment

The net expense of certain activities of internal service funds is reported with governmental

activities.
Information Systems Fund
Central Services Fund
Geographic Information Systems Fund
Public Works Services Fund
Total internal service fund adjustments

Change in net assets of the governmental activities (pages 12-13)

$ 5,453,114
13,033,514
_(3,356,442)
9,677,072
(6,078)

258,996
2,165,990
(16,252)
102,088
153,458
334,967

{4,905,398)

(1,906,151)

(1,005,121)

(531,431)
11,201
16,228

(23,496)

(527,498)

(254,246)
81,478
(15,075)

16,083

(171,760)
$11,513,578

The notes to the basic financial statements are an integral part of this statement.
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Revenues
Property taxes:
Current
Delinquent
Privilege tax: electric
Franchise fee: communications facilities
Franchise fee: telephone
Franchise fee: garbage
Privilege tax: natural gas
Franchise fee: cable television
Licenses
Permit, variance and annexation fees
DUII Enforcement Grant
Greater Albany Public Schools police grant
State liquor taxes
State cigarette taxes
Albany Rural Fire Protection District
North Albany Rural Fire Protection District
Palestine Rural Fire Protection District
CCIS Accreditation Support
False alarm fees
Space rental charges
Library fees
Municipal Court fines
Parking violations
Nuisance vehicle administration fee
Interest on investments
Pay phones
Miscellaneous revenues
Gifts and donations
DARE donations

Total revenues

Other financing sources

Capital lease

Transfer from Public Safety Fund
Transfer from Payroll Insurance Fund
Transfer from Public Safety Fund-Police
Transfer from Public Safety Fund-Fire
Transfer from CARA Fund

Total other financing sources

Fund balance, beginning
Amount available for appropriation

CITY OF ALBANY, OREGON

GENERAL FUND
STATEMENT OF REVENUES AND EXPENDITURES - BUDGET AND ACTUAL
for the year ended June 30, 2005

Original Final Over
Budget Budget Actual (Under)
$10,784,000 §$10,784,000 $11,045107 § 261,107
446,900 446,900 395,080 (51,820)
1,478,500 1,478,500 1,413,840 (64,660)
40,000 40,000 84,684 44,684
282,000 282,600 240,058 (41,942)
296,700 296,700 310,944 14,244
587,200 587,200 685,449 98,249
313,100 313,100 332,307 19,207
5,000 5,000 6,649 1,649
115,000 115,000 167,131 52,131
6,000 21,500 10,924 {10,576)
25,000 25,000 25,000 -
356,400 356,400 419,546 63,146
82,000 82,000 77,953 (4,047)
885,100 885,100 908,462 23,362
204,100 204,100 208,592 4,492
105,400 105,400 107,416 2,016
- 4,000 - (4,000)
25,000 25,000 19,452 (5,548)
299,300 299,300 299,200 (100)
60,000 60,000 56,635 (3.365)
546,000 - 546,000 477,392 (68,608}
4,000 4,000 4,469 469
10,000 10,000 6,800 (3,200)
45,300 45,360 91,650 46,350
- - 107 107
78,500 78,500 37,641 (40,859)
1,500 17,900 22,641 4,741
10,000 10,000 103 (9,897)
17,092,000 17,127,900 17,455,232 327,332
) - - 162,060 162,060
616,700 731,700 731,700 -
245,500 245,500 237,547 (7,953)
679,300 679,300 588,141 (91,159)
776,300 776,300 745,547 (30,753)
70,000 70,000 70,000 -
2,387,800 2,502,800 2,534,995 32,195
2,291,960 2,291,900 2,292,352 452
$21,771,700  $21,922,600 §$22,282,579 § 359,979
Continued

The notes to the basic financial statements are an integral part of this statement.
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CITY OF ALBANY, OREGON
GENERAL FUND, Continued

STATEMENT OF REVENUES AND EXPENDITURES - BUDGET AND ACTUAL
for the year ended June 30, 2005

Original Final (Over)
Expenditures Budget Budget Actual Under
Municipal Court $ 474900 F 494900 $§ 471,487 % 23,413
Code Enforcement 30,000 30,000 28,699 1,301
Planning 732,000 732,000 707,103 24 897
Library 1,488,900 1,488,900 1,488,833 67
Police 7,365,400 7,384,900 7,248,296 136,604
Public Safety Levy - Police 679,300 679,300 586,992 92,308
Fire Suppression 5,061,200 5,201,200 5,145,470 55,730
Public Safety Levy - Fire 776,300 776,300 744,605 31,695
Fire Prevention 493,600 493,600 483,975 9,625
Building Maintenance 387,400 387,400 358,260 29,140
Nondepartmental:
Personal services 237,600 139,100 8,808 130,292
Materials and services 1,627,900 1,651,900 1,644,643 7,257
Capital - 16,400 16,394 6
General operating contingency 1,833,100 1,830,100 - 1,830,100
Total expenditures 21,187,600 21,306,000 18,933,565 2,372,435 °
Other financing uses
Transfers to other funds 584,100 616,600 615,428 1,172
Total expenditures and other financing uses $21,771,700 $21,922,600 519,548,993 § 2,373,607
Fund balance, ending . $ 2,733,586
Reconciliation of budgetary revenues, expenditures, and ending fund balance to
Revenues, Expenditures, and Changes in Fund Balances of Governmental Funds
Fund
Revenues  Expenditures Balance
Total revenues, total expenditures, and fund balance from above $17,455,232 $18,933,565 § 2,733,580
Reconciling items:
- Change in insurance liability - {1,996} -
Reclassify PERS departmental debt service charges to transfers out - {762,710) -
Statement of Revenues, Expenditures, and Changes in
Fund Balances of Governmental Funds {page 16) $17,455,232 §18,168,859 § 2,733,586

The notes to the basic financial statements are an integral part of this statement.
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We live in a moment of history where change is so speeded up that we begin to see the present
only when it is already disappearing.”
R. D. Laing
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CITY OF ALBANY, OREGON
STREET FUND
STATEMENT OF REVENUES AND EXPENDITURES - BUDGET AND ACTUAL
for the year ended June 30, 2005

Original Final Over
Revenues Budget Budget Actual (Under)
State gasoline tax $ 2,043,000 § 2,043,000 § 2,119,250 3% 76,250
Linn County - Urban Forestry - - 28,492 28,492
Linn County - - 92,126 92,126
Surface transportation program 369,500 369,500 571,534 201,634
Sewer in-lieu-of franchise fee 363,400 363,400 354,556 (8,844)
Water in-lieu-of franchise fee 350,000 350,000 336,377 (10,623)
Street connection fees 1,000 1,000 95,855 94 855
Transportation system development charges 600,000 600,000 1,131,439 531,439
Financed improvement assurance fees
Principal - - 6,754 6,754
Interest - - 941 94]
Financed street system development charges
Principal 800 - 800 543 (257)
Interest 100 160 70 (30
Financed transportation system development charges
Principal 10,000 10,000 64,766 54,766
Interest 6,000 6,000 16,701 10,701
Public facility construction permit - - 97,685 97,685
Miscellaneous 3,000 3,000 48,186 45,186
Interest on investments 69,000 69,000 174,318 105,318
Total revenues 3,816,200 3,816,200 5,142,593 1,326,393
Other financing sources
Transfer from General Fund - Street lights 260,000 260,000 260,000 -
Transfer from General Fund - Franchise fees 40,000 40,000 38,867 (1,133)
Transfer from Payroll Insurance Fund 16,600 16,600 16,120 (480)
Total other financing sources 316,600 316,600 314,987 (1,613)
Fund balance, beginning . 6,338,600 6,843,600 7,708,408 864,808
Amount available for appropriation $10,471,400 $10,976,400 $13,165,988 §$ 2,189,588
Original Final (Oven)
Expenditures Budget Budget Actual Under
Personne! services § 762,200 § 799900 § 773,548 § 26,352
Materials and services 2,097,900 2,102,900 2,051,559 51,341
Capital 7,395,100 7,295,100 1,295,570 5,999,530
Transfers 200,000 350,000 350,000 -
Contingencies 16,200 428,500 - 428,500
Total expenditures $10,471,400 10,976,400 $ 4,470,677 $ 6,505,723
Fund balance, ending $ 8,695,311

Reconciliation of budgetary revenues, expenditures, and fund balance to Combining Statement of Revenues,
Expenditures, and Changes in Fund Balances of Nonmajor Special Revenue Funds

Fund
Revenues  Expenditures Balance

Total revenues, total expenditures, and fund balance from above $ 5,142,593 § 4,470,677 $ 8,695,311
Reconciling items: '

Eliminate transfer out - (350,000) -

Change in insurance liability - (451) -

Reclassify PERS departmental debt service charges to transfers out - (56,118) -
Statement of Revenues, Expenditures, and Changes in

Fund Balances of Governmental Funds (page 16) $ 5,142,593 % 4,064,108 §$ 8,695,311
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CITY OF ALBANY, OREGON
PARKS AND RECREATION FUND

STATEMENT OF REVENUES AND EXPENDITURES - BUDGET AND ACTUAL

for the year ended June 30, 2005

Original Final Over

Revenues Budget Budget Actual (Under)
Property taxes:

Current $ 2,696,000 3 2,696,000 § 2,761,273 § 65,273

Delinquent 126,000 126,000 111,330 {14,670)
Park system development charges 650,000 650,000 1,012,030 362,030
Financed park systemn development charges: :

Principal 10,000 10,000 10,414 414

Interest 5,000 5,000 1,101 (3,899)
Special transit fund - Linn County 24,600 24,600 24,200 {400)
State Marine Board ‘ 9,000 9,000 9,000 -
Call-a-ride fares 10,500 10,500 10,698 198
Children/Y outh/Family recreation fees 26,000 26,000 14,596 (11,404)
Children/Y outh/Family sponsorships 500 500 620 120
Batting aage revenues - - 2,319 2,319
Marketing fees 6,500 6,500 5,041 (1,459)
Recreation fees . 15,900 15,900 12,512 (3,388)
Swimming pool receipts - - (158) (158)
Senior Center fees 34,900 34,900 33,982 (918)
Concession sales 34,000 34,000 22,567 (11,433)
Maple Lawn preschool fees 58,500 58,500 57,237 {1,263)
Maple Lawn preschool fundraising 5,200 5,200 4,598 {602)
Maple Lawn preschool materials & services fee 3,300 3,300 4 488 1,188
Sports program fees 120,000 120,000 88,056 (31,944)
Ski schoo! fees/equipment rentals 8,500 8,500 6,023 (2,477)
Children’s Performing Arts Series 5,000 §,000 7,882 {1,118)
Waverly boat rentals 6,300 6,300 4,293 (2,007}
Park permits : 16,500 16,500 15,270 (1,230)
Fitness program fees 19,000 19,000 26,435 7,435
Senior program fees 4,800 4,800 2,698 (2,102)
Extreme sports entry fees - - 610 610
Children's art activities - - 471 471
Souvenir sales 10,500 10,500 8,024 (2,476)
Food Faire revenues 23,500 23,500 16,036 (7,464)
NW Art & Air Festival sponsors 57,700 57,700 71,500 13,800
NW Art & Air Festival fees 5,200 5,200 8,235 3,035
Hot air balloon rides 7,560 7,560 6,000 (1,500}
Charges for services - 244,300 244,300 -
Charges for services - landscape maintenance 312,600 312,600 312,605 5
Charges for services - Norhwest Art & Air Festival 24,500 24,500 24,500 -
Brochure advertising 2,500 2,500 2,222 (278)
Senior newsletter 2,600 2,600 2,836 236
Trip revenue 42,500 42,500 55,311 12,811
Gifts and donations 866,700 869,000 469,114 (399,886)
Park fixture donations 800 800 1,370 570
Monday night concert series sponsor donations 3,000 8,000 8,928 928
Monteith Concert Series sponsor donations . 106,000 10,000 15,847 5,847
Monteith Concert Series advance sponsor donations 80,000 80,000 62,550 (17,450)
Pre-concert activity sponsors 1,500 1,500 531 (969)
Pass-the-hat donations 15,300 15,300 16,951 1,651
Miscellaneous revenues 3,600 3,600 5,881 2,281

The notes to the basic financial statements are an integral part of this statement. Continued
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CITY OF ALBANY, OREGON
PARKS AND RECREATION FUND (Continued)
STATEMENT OF REVENUES AND EXPENDITURES - BUDGET AND ACTUAL

Original Final Over
Revenues, continued Budget Budget Actual {Under)
Land sales - 27,000 26,575 (425)
Interest on investments 20,500 45,500 92,660 47,160
Total revenues 5,395,500 5,694,100 5,701,562 7,462
Other financing sonrces
Proceeds from the sale of long-term debt - 2,287,200 2,287,147 (53)
Transfer from State Revenue Sharing Fund 46,400 46,400 46,400 -
Transfer from Payroll Insurance Fund 34,000 34,000 33,013 (987}
Transfer from Equipment Replacement Fund 1,000,000 - - -
Total other financing sources 1,080,400 2,367,600 2,366,560 (1,040)
Fund balance, beginning 2,153,100 2,241,100 2,613,298 372,198
Amount available for appropriation $ 8,629,000 $10,302,800 $10,681,420 § 378,620
Original Final (Over)
Expenditures Budget Budget Actual Under
Sports Programs $ 231,000 $§ 269,000 $ 265298 § 3,702
Children/Youth/Family Recreation Services 188,200 188,200 148,348 39,852
Resource Development/Marketing Services 100,600 100,600 100,500 100
Recreation 150,000 150,000 143,197 6,803
Park Maintenance 1,615,900 1,975,900 1,760,710 215,190
Parks and Recreation Administration 1,348,500 1,292,700 1,191,083 101,617
Senior Center 343,500 365,500 356,945 8,555
Aquatics 9,600 9,600 6,491 3,109
Park System Development Charge Projects 1,759,300 1,759,300 70,739 1,688,561
Monteith Concert Series 202,100 202,100 140,521 61,579
Paratransit System 82,000 87,300 85,916 1,384
Northwest Art & Air Festival 135,700 135,700 98,353 37,347
Couplet Landscape Maintenance 312,600 312,600 312,605 (5)
Swanson Aquatic Facility 2,150,000 3,454,300 2,577,369 876,931
Total expenditures $ 8,629,000 $10,302,800 § 7,258,075 § 3,044,725
Fund balance, ending $ 3,423,345
Reconciliation of budgetary revenues, expenditures, and ending fund balance to
Revenues, Expenditures, and Changes in Fund Balances of Governmental Funds
Fund
Revenues  Expenditures Balance
Total revenues, total expenditures, and fund balance from above $ 5,701,562 § 7,258,075 § 3,423,345
Reconciling items:
Eliminate transfer out - (192,775) -
Eliminate intrafund transfer (337,105) (337,105) -
Change in insurance liability - {449) -
Reclassify PERS departmental debt service charges to transfers out - (70,374) -

for the year ended June 30, 2005

Statement of Revenues, Expenditures, and Changes in

Fund Balances of Governmental Funds (page 16) § 5,364,457 § 6,657,372 § 3,423 345

The notes to the basic financial statements are an integral part of this statement.
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CITY OF ALBANY, OREGON
PROPRIETARY FUNDS
STATEMENT OF NET ASSETS

ASSETS
Current assets:
Cash and cash equivalents
Receivables:
Property taxes
Accounts receivable
Accrued interest
Total current assets

Noncurrent assets:
Other assets
Cash and investments restricted for debt
service and construction
Assessments receivable
Capital assets (net)
Total noncurrent asseté
Total assets

LIABILITIES
Current liabilities:
Accounts payable
Salaries, withholdings, vacations, and taxes payable
Claims and judgments
Interest payable
Refundable deposits and advances
Loan payable, current portion
Bonds payable, current portion
Total current liabilities

Noncurrent liabilities:
Loan payable - long-term portion
Bonds payable - long-term: portion
Total current liabilities
Total liabilities

NET ASSETS

Invested in capital assets, net of related debt
Restricted for capital projects

Restricted for debt service

Unrestricted

Total net assets

June 30, 2005

Internal
Enterprise Funds Service
Water Sewer Total Funds
$ 12,090,713 § 3,887,681 § 15,978,394 $ 827,329
- 62,323 - 62,323 -
1,288,687 1,435,848 2,724,535 -
130,874 47,592 178,466 2,383
13,572,597 5,371,121 18,943,718 829,712
11,195 13,346 24,541 28,078
17,263,021 7,763,515 25,026,540 -
- 364,947 364,947 -
72,833,045 53,271,506 126,104,555 186,730
90,107,265 61,413,318 151,520,583 214,808
$103,679,862 $ 66,784,439 $170,464,301 $ 1,044,520
$ 3989740 $§ 493,124 § 4,482,364 § 119,035
87,811 75,549 163,360 370,119
6,399 11,009 17,408 2,644
768,066 40,484 808,550 -
146,104 - 146,104 -
- 161,080 161,080 -
1,964,657 450,000 2,414,657 -
6,962,777 1,231,246 8,194,023 491,798
- 966,481 966,481 -
41,188,338 1,828,559 43,016,897 -
41,188,338 2,795,040 43,983,378 -
48,151,115 4,026,286 52,177,401 491,798
35,035,494 49,865,386 84,900,880 186,730
8,236,245 6,886,475 15,122,720 -
136,557 600,864 737,421 -
12,120,451 5,405,428 17,525,879 365,992
$ 55,528,747 § 62,758,153 $118,286,900 $ 552,722

Adjustment to reflect the consolidation of internal service fund

activities related to enterprise funds.

Net assets of business-type activities (page 11)

(11,239)
$ 118,275,661

The notes to the basic financial statements are an integral part of this statement.
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CITY OF ALBANY, OREGON
PROPRIETARY FUNDS

STATEMENT OF REVENUES, EXPENSES AND CHANGES EN FUND NET ASSETS

for the year ended June 30, 2005

OPERATING REVENUES:
Service charges and fees
Miscellaneous

Total operating revenues

OPERATING EXPENSES:
Salaries and wages
Contracted services
Operating supplies
Utilities
Depreciation and amortization
Repairs and maintenance
Charges for services
Printing, duplication and postage
Miscellaneous

Total operating expenses

Operating income

NONOPERATING REVENUES (EXPENSES):
Property Taxes

Interest on investments

Interest expense

Total nonoperatihg revenues

Income before capital contributions and transfers
Capital contributions

Operating transfers in

Transfers out

Change in net assets

Net assets - beginning, as restated

Net assets - ending

Adjustment to reflect consolidation of internal service fund

activities related to enterprise funds.

Internal
Enterprise Funds Service
Water Sewer Total Funds
$ 10,627,576 $§ 7,719,750 §$ 18,347.326 9,100,643
98,595 357,125 455,720 73,860
10,726,171 8,076,875 18,803,046 9,174,503
1,634,833 1,539,805 3,174,638 5,106,112
265,788 260,758 526,546 475,812
504,946 181,005 685,951 236,929
288,695 369,975 658,670 55,626
1,359,107 1,967,278 3,326,385 48,999
474,324 548,578 1,022,902 122,624
2,083,434 2,292,757 4,376,191 2,156,730
59,141 60,965 120,106 70,128
108,609 122,896 231,505 320,458
6,778,877 7,344,017 14,122,894 8,593,418
3,947,294 732,858 4,680,152 581,085
782,683 - 782,683 -
270,518 217,587 488,105 10,939
{190,544) {100,164) (290,708} -
862,657 117,423 980,080 10,939
4,809,951 850,281 5,660,232 592,024
6,828,610 3,207,590 10,036,200 -
59,140 53,701 112,841 49,519
(505,548) (443,822) (945,370) (973,920)
11,192,153 3,667,750 14,859,903 (332,377)
44,336,594 59,090,403 885,099
$ 55,528,747 §$ 62,758,153 552,722
(160,617}

Change in net assets of business-type actvities (pages 12-13)

$ 14,699,286

The notes to the basic financial statements are an integral part of this statement.
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CITY OF ALBANY, OREGON

PROPRIETARY FUNDS

STATEMENT OF CASH FLOWS

for the year ended June 30, 2005

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from customers
Cash payments to suppliers of goods and services
Cash payments to employees for services
Other operating revenues
Net cash provided by operating activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:

Property Taxes
Operating transfers in
Operating transfers out

Net cash provided (used in) by noncapital financing activities

CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES:
Acquisition of fixed assets
Interest capitalized
Receipt of assessments and fees
Principal paid on loan
Principal paid on bonds
Principal paid on certificates of participation
Interest paid on long-term debt
System development charges collected
Capital grants and contributions
Net cash used in capital and related financing activities

CASH FLLOWS FROM INVESTING ACTIVITIES:
Interest on investments
Net increase {decrease) in cash and investments
Cash and investments, July 1, 2004
Cash and investments, June 30, 2005

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

Internal
Enterprise Funds Service
Water Sewer Total Funds
$10,787,422 § 7,589,842 §$18,377,264 $ 9,100,643
(2,692,249)  (3,763,054) (6,455,303} (3,434,943)
(1,725,996) (1,615,096) (3,341,092) (4,871,423
98,595 357,125 455,720 73,860
6,467,772 2,568,817 9,036,589 868,137
787,159 - 787,159 -
59,140 53,701 112,841 49,519
(505,548) (443,822) (949,370) (973,920)
340,751 (390,121) (49,370) (924,401)
(24,883,121  (2,083,330) (26,966,451) -
{1,769,288) - (1,769,288) -
106,564 276,749 383,313 -
- (161,080} (161,080) -
{1,875,000) (445,000)  (2,320,000) -
(51,770) - (51,770) -
(206,246) (103,091) (309,337 -
1,077,669 1,603,390 2,681,059 -
4,434,567 - 4,434,567 -
(23,166,625) (912,362) (24,078,987) -
712,022 206,706 918,728 11,632
{15,646,080) 1,473,040  (14,173,040) {44,632)
44,999 814 10,178,160 55,177,974 871,961
$29,353,734 $11,651,200 $41,004,934 $ 827,329
Continued



CITY OF ALBANY, OREGON

PROPRIETARY FUNDS
STATEMENT OF CASH FLOWS (continued)
for the year ended June 30, 2005

RECONCILIATION OF OPERATING INCOME TO

NET CASH PROVIDED BY OPERATING ACTIVITIES:

Operating income (page 25)
Adjustments to reconcile operating income to net cash
provided by operating activities:
Depreciation and amortization
Changes in assets and liabilities:
Accounts receivable
Other assets
Accounts payable
Salaries, withholdings, vacation and taxes payable
Claims & judgments
Refundable deposits
Rounding adjustment
Total adjustments
Net cash provided by operating activities

STATEMENT OF NET ASSETS RECONCILIATION

Cash and investments from above

Less: restricted cash and investments
Cash and investments per Statements of Net Assets for
Proprietary Funds (page 24)

NONCASH CAPITAL ACTIVITIES:
Amortization of bond issuance costs

Contribution of fixed assets to government

Internal

Enterprise Funds Service

Water Sewer Total Funds

$ 3947294 § 732,858 % 4,680,152 581,085
1,359,107 1,967,278 3,326,385 48,999
153,427 (129,907) 23,520 -
(3,304) (10,945) (14,249 (1,767
1,090,494 75,368 1,165,862 4,583
(91,163) (75,291 (166,454) 232,965
5,498 9,458 14,956 2,272

6,418 - 6,418 -

1 (2) (1) -

2,520,478 1,835,959 4,356,437 287,052

$ 6,467,772 % 2,568,817 3 9,036,589 868,137
$29,353,734 §$11,651,200 $41,004,934 827,329
(17,263,021)  (7,763,519) (25,026,540) -
$12,090,713 § 3,887,681 §15,978,394 827.329

h) 20,556 $ 6,674 § 27,230

$ 6,828,610 § 3,207,590 510,036,200

The notes to the basic financial statements are an integral part of this statement,
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CITY OF ALBANY, OREGON
NOTES TO THE BASIC FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the City of Albany (the City) have been prepared in accordance with Generally Accepted
Accounting Principles (GAAP). GAAP statements include all relevant Governmental Accounting Standards Board
(GASB) pronouncements. The financial statements have incorporated all applicable GASB pronouncements, as
well as Financial Accounting Standards Board (FASB) Statemments and Interpretations, Accounting Principals Board
Opinions and Accounting Research Bulletins of the Committee on accounting procedures issued on or before
November 30, 1989, unless those pronouncements conflict with or contradict GASB pronouncements. The
preparation of the financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect certain amounts and disclosures. Accordingly, actual
results could differ from those estimates.

In June 1999, the GASB approved Statement No. 34, Basic Financial Statements and Management Discussion and
Analysis for State and Local Governments. GASB No. 34 provides for significant changes in financial reporting
and is scheduled for phased implementation based on the size of the government, starting with fiscal years ending in
2002. As part of this statement, there is a new reporting requirement regarding local government's infrastructure
(roads, streets, parks, etc.). The City of Albany's financial statements for the fiscal year ended June 30, 2004,
comply with the requirements of GASB No. 34.

Reporting Entity

The City of Albany is a municipal corporation governed by an elected mayor and six member council. As required
by GAAP, these financial statements present the City and its two component units, entities for which the government
is considered to be financially accountable. Blended component units, although legally separate entities, are, in
substance, part of the City's operations and, therefore, data from these units are combined with the data of the City
of Albany. The City's discretely presented component unit does not meet the requirement that the governing board
is "substantially the same " as that of the City. The City's component units had a June 30 year end.

Blended Component Unit - The Central Albany Revitalization Area (CARA) serves the citizens of the City of
Albany and is governed by a board comprised of the City's elected officials. CARA is reported as a governmental
fund type. Its complete financial statement may be obtained at the City's Administrative offices, City of Albany, PO
Box 490, Albany, OR 97321.

Discretely Presented Component Unit - The Albany Public Library Foundation (the Foundation) provides for
services and facilities for the Albany Public Library, including the Albany Downtown Public Library as a specific
funding objective. The Foundation is governed by a four to seven member board who have a current interest in the
preservation of library services at the Downtown Library. The Foundation's complete financial statement may be
obtained from the Albany Public Library, PO Box 490, Albany, OR 97321,

Basic 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 from business-type activities,
which rely on fees and charges for support.

Government-wide financial statements display information about the reporting government as a whole. For the
most part, the effect of interfund activity has been removed from these statements. These statements focus on the
sustainability of the City 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 Assets and the Statement of
Activities.

The Statement of Activities demonstrates the degree to which the direct expenses of a given function or segment are
offset by program revenues. Direct expenses are those that are clearly identifiable with a specific function or
segment. Program revenues include 1) charges to customers or applicants who purchase, use, or directly benefit
from goods, services, or privileges provided by a given function or segment, and 2} grants and contributions that are
restricted to meeting the operational or capital requirements of a particular function or segment. Taxes and other
items not included among program revenues are reported as general revenues .
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CITY OF ALBANY, OREGON
NOTES TO THE BASIC FINANCIAL STATEMENTS

1.SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

Basic Financial Statements, continued

Fund financial statements display information at the individual fund level. Each fund is considered to be a separate
entity. Funds are classified and summarized as governmental, proprietary, or fiduciary. Major individual
governmental funds and major individual proprietary funds are reported as separate columns in the fund financial
statemnents. Non-major funds are consolidated into a single column in the financial section of the basic financial
statements and are detailed in the supplementa! information. The City does not have any fiduciary fund types.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement Jocus and the
accrual basis of accounting , as are the proprietary fund financial statements. Revenues are recorded when earned
and expenses are recorded when a liability is incurred, regardless of the timing of the related cash flows. Property
taxes are recognized as revenue in the year for which they are levied. Grants and similar items are recognized as
revenue as soon as all eligibility requirements imposed by the provider have been met.

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 available when they are collectible within the current period or soon enough
thereafter to pay liabilities of the current period. For this purpose, the City 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, as well as expenditures
related to compensated absences and claims and judgments, are recorded only when payment is due.

Since the governmental fund statements are presented on a different measurement focus and basis of accounting
than the government-wide statements' governmental colurnn, 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 reconciliation is part of the financial statements.

The City reports the following major governmental funds:
General Fund
This is the City's primary operating fund. It accounts for all the financial resources of the general government,
except those required to be accounted for in another fund. Principal sources of revenues are property taxes,
franchise fees, privilege taxes, rural fire protection district fees, state shared revenues, municipal court fines,
licenses, and permits. Primary expenditures are for general government (code enforcement, planning, building
maintenance), public safety (municipal court, police, fire suppression, fire and life safety), and culture and
recreation (library).
Street Fund
The major activities of the Street fund are pavement management, traffic control, storm drain maintenance, bridge
maintenance, right-of-way maintenance, urban forestry, and capital improvements of the City's transportation
system. The primary sources of revenue are the state gasoline tax, franchise fees charged to the City's water and
sewer utilities, and systems development charges.
Parks and Recreation Fund
This fund accounts for the City's parks and recreation activities. Major sources of revenues are property taxes,
charges for recreational activities, and donations. Expenditures are for park maintenance, administration,
recreational programs, transit system for the elderly and/or disabled, and other special activities such as the
summer concert series and the Northwest Art & Air Festival.
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CITY OF ALBANY, OREGON
NOTES TO THE BASIC FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES. continued

Measurement Focus, Basis of Accounting, and Financial Statement Presentation (continued)

The City reports the following major proprietary funds:
Water Fund
All operating (treatment and distribution), capital construction, and debt service activities of the City's water
system are reported in this fund.
Sewer Fund
All operating (collection and treatment), capital construction, and debt service activities of the City's sanitary
sewer system are reported in this fund.

Additionally, the City reports the following fund types:

Special Revenue Funds
A governmental fund type used to account for the proceeds of specific revenue sources that are legally restricted
to expenditures for specified purposes.
Debt Service Funds
A governmental fund type used to account for the accumulation of resources for, and payment of, general long-

* term debt principal and interest.
Capital Project Funds
A governmental fund type used to account for the acquisition or construction of major capital facilities other than
those financed by proprietary funds or in trust funds for individuals, private organizations, or other governments.
Permanent Funds
A governmental fund type used to report resources that are legally restricted to the extent that only earnings, and
not principal, may be used for purposes that support the government's programs.
Internal Service Funds
A proprietary fund type that may be used to report any activity that provides goods or services to other funds,
departments, or agencies of the primary government and its component units, or to other governments on a cost-
reimbursement basis.

As a general rule, the affect of interfund activity has been eliminated from the government-wide financial
statements. Exceptions to this rule are payments from other funds for city hall space rental to the General Fund.
Elimination of these charges would distort the direct costs and program revenues reported for the various functions
concerned.

Amounts reported as program revenues include 1) charges to customers or applicants for goods, services, or
privileges provided, 2) operating grants and contributions, and 3) capital grants and contributions, including special
assessments. Internally dedicated resources, including ali taxes, are reported as general revenues rather than
program reveriues.

Proprietary funds distinguiéh operating revenues and expenses from nonoperating items. Operating revenues and
expenses generally result from providing services and delivering goods in connection with a proprietary fund's
principal ongoing operations. The principal operating revenues of the water and sanitary sewer enterprise funds and
the City's internal service funds are charges to customers for sales and services. Operating expenses for enterprise
funds and internal service funds include the costs of sales and services, administrative expenses, and depreciation on
capital assets. All revenues and expenses not meeting this definition are reported as nonoperating revenues anq
€Xpenses.

When both restricted and unrestricted resources are available for use, it is the City's policy to use restricted
resources first, then unrestricted resources as they are needed.
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CITY OF ALBANY, OREGON
NOTES TO THE BASIC FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

Cash_and Investments

The City's cash on hand and short-term investments are considered to be cash and investments. State statutes
authorize the City to invest in obligations of the U. S. Treasury, commercial paper, repurchase agreements, and the
State Treasurer's Investment Pool,

It is the City's policy, as allowed by GASB Statement No. 31, Accounting and Financial Reporting of Certain
Investments and for External Investment Pools, to report at amortized cost all short-term, highly liquid money
market investments (including commercial paper, banker's acceptances, and U. S. Treasury and agency obligations)
and participating interest-earning investment contracts with a remaining maturity at time of purchase of one year or
less. Such investments are stated at amortized cost, increased by accretion of discounts and reduced by amortization
of premiums, both computed by the straight-line method. Investments with a remaining maturity at time of purchase
of more than one year are valued at fair value.

Restricted Assets
Assets whose use is restricted for construction, debt service, or by other agreement are segregated on the
Government-wide Statement of Net Assets and the Proprietary Fund Statement of Net Assets.

Receivables

Management has determined that the direct method of accounting for uncollectible accounts receivable
approximates the GAAP allowance for uncollectible accounts method. Therefore, no allowance for uncollectible
accounts receivable has been presented. Uncollected property taxes receivable for the governmental fund types
which are collected within 60 days following the year end are considered measurable and available and,
accordingly, are recognized as revenues in the respective funds. All other uncollected property taxes receivable for
the governmental fund types are offset by deferred revenues and, accordingly, have not been recorded as revenues.
Uncollected property taxes, including delinquent accounts, are deemed to be substantially collectible or recoverable
.through foreclosure.

Property taxes become a lien against the property as of July 1 in the year in which they are due and are assessed in
October through billing by the counties to the property owner. Payments are due in three equal installments on
November 15, February 15, and May 15, with a three percent discount available for payment in full on November
15. Taxes unpaid and outstanding on May 16 are considered delinquent.

Assessments receivable in the debt service and capital project funds are recorded at the time the property owners are
assessed for property improvements. Assessments receivable are offset by deferred revenues and, accordingly, have
not been recorded as revenue.

Receivables for federal and state grants and state, county, and local shared revenues are recorded as revenues in all
fund types as earned.

Receivables in the proprietary funds are recorded as revenues as they are earned, including services not yet billed.

Capital Assets
Capital assets, which include property, plant, equipment, and infrastructure assets, are reported in the applicable

governmental or business-type activities columns in the government-wide financial statements. Capital assets are
charged to expenditures as purchased in the governmental fund statements, and capitalized in the proprietary fund
statements. Capital assets are recorded at historical cost or estimated historica) cost. Donated assets are recorded at
estimated fair market value at the date of donation.

Capital assets are defined by the City as assets with an initial, individual cost of $5,000 or more, and an estimated
useful life of greater than one year. Additions or improvements and other capital outlays that significantly extend
the useful life of an asset, or that significantly increase the capacity of an asset, are capitalized. Other costs for
repairs and maintenance are expensed as incurred.
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CITY OF ALBANY, OREGON
NOTES TO THE BASIC FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, continued

Depreciation on exhaustible assets is recorded as an allocated expense in the Statement of Activities with
accumulated depreciation reflected in the Statement of Net Assets. Depreciation is calculated using the straight-line
method over the following estimated useful lives:

Buildings and improvements 25-75 years
Vehicles and equipment 3-25 years
Infrastructure 20-50 years

Compensated Absences -
It is the City's policy to permit employees to accumulate earned but unused vacation and sick pay benefits. No

liability is reported for unpaid accumulated sick leave, as it does not vest when earned. Vacation pay is accrued as
it is earned and is reported as a fund liability. All vacation pay is accrued when incurred in the government-wide
and proprietary fund financial statements. A liability for these amounts is reported in the governmental funds only if
they have matured, for example, as a result of employee resignations and retirements.

Long-term Debt
In the government-wide financial statements, and proprietary fund types in the fund financial statements, long-term

debt and other long-term obligations are reported as liabilities in the applicable governmental activities, business-
type activities, or proprietary fund type Statement of Net Assets. Bond premiums and discounts are deferred and
amortized over the life of the bonds. Bonds payable are reported net of the applicable bond premium or discount.
Bond issuance costs are reported as deferred charges and amortized over the term of the related debt.

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as well as bond
issuance costs, during the period. The face amount of the debt issued is reported as other financing sources while
discounts on debt issuances are reported as other financing uses. Issuance costs, whether or not withheld from the
actual debt proceeds received, are reported as debt service expenditures.

Fund Equity
In the fund financial statements, governmental funds report reservations of fund balance for amounts that are not

available for appropriation or are legally restricted by outside parties for use for a specific purpose. Designations of
fund balance represent tentative management plans that are subject to changes.

2. STEWARDSHIP, COMPLIANCE. AND ACCOUNTABILITY

Budgetary Information
Annual budgets for all funds are adopted on a basis consistent with Oregon Revised Statutes {ORS 294 - Local

Budget Law). The City Manager submits a proposed budget to the Budget Committee {consisting of the City
Council and an equal number of citizens of the City, 14 members in all). The Budget Committee conducts public
hearings for the purpose of obtaining citizens' comments, and then approves a budget and submits it to the City
Council for final adoption. The approved expenditures for each fund may not be increased by more than 10 percent
by the City Council without returning to the Budget Committee for a second approval.

The City is required to budget each fund. The City's budget is prepared for each fund on the modified accrual basis
of accounting. Revenues and other increases in financial resources are recognized when they become both
measurable and available. For the City, available means that the funds are collectible within 60 days of the end of
the current period.

Expenditures are recognized when the fund liability is incurred except for inventories of materials and supplies that
may be considered expenditures when purchased, and prepaid insurance and other similar items that may be
considered expenditures either when paid or consumed.
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CITY OF ALBANY, OREGON
NOTES TO THE BASIC FINANCIAL STATEMENTS

2. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY, continued

Budgetary Information. continued

A City Council resolution authorizing appropriations for each fund sets the level by which expenditures cannot
legally exceed appropriations. The level of control is either total appropriations by activity within a fund or total
fund appropriations segregated into the following categories: personnel services, materials and services, capital
outlay, transfers out, and contingency. The detailed budget document, however, is required to contain more
specific, detailed, information for the above-mentioned expenditure categories. Budget appropriations can be
changed with City Council approval only.

An election must be held to approve general obligation debt pledging the full faith and credit of the City. A tax
measure may only be passed at an election with at least a 50 percent voter turnout unless the election is held in
November of an even numbered year. In the latter case, the tax measure will pass with a more than 50 percent
favorable vote regardless of the voter turnout percentage. As a result of Ballot Measure 50 and subsequent
legislation, the City's permanent tax rate has been set at $6.3984 per 81,000 of assessed value. The assessed value
for 2004-05 was $2,309,190,848. Assessed value is calculated on a property by property basis and is limited to a
three percent increase annually. Compression of tax revenues comes into play when the real market value of an
individual property is not sufficient to allow for an annual three percent increase in the assessed value.

The City budgets the following funds at the activity level:

General Fund (except Nondepartmental) Capital Project Funds:
Special Revenue Funds: Equipment Replacement
Parks & Recreation Capital Projects
Grants Internal Service
Building Inspection Equipment Maintenance
Community Development Information Technology
Payroll Insurance Central Services
Economic Development Geographic Information Systems
Public Transit Public Works Services

Debt Service Funds:
Debt Service
The budget is adopted for the following funds by total personnel services, materials and services, capital outlay,
transfers out, and contingency.

General Fund Debt Service Fund:
Nondepartmental Bancroft Bond Redemption
Special Revenue Funds: CARA Debt Service
Street Capital Project Fund:
Public Safety Levy Improvement
Library Memorial CARA Capital Projects
Environmental Safety Permanent Funds:
PERS Reserve Library Trust
VALIANT Senior Center Endowment
Economic Improvement District Enterprise Funds:
State Revenue Sharing Water
Ambulance Sewer

Senior Center Foundation
Unexpected additional resources may be appropriated through the use of a supplemental budget and City Council
action. The original and supplemental budgets require hearings before the public, publications in newspapers,
notice postings, and approval by the City Council. Original and supplemental budgets may be modified during the
fiscal year by use of appropriation transfers between legal categories. Such transfers require approval of the City
Council.
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CITY OF ALBANY, OREGON
NOTES TO THE BASIC FINANCIAL STATEMENTS

2.STEWARDSHIP, COMPLIANCE. AND ACCOUNTABILITY, continued

Budgetary Information, continued

During the fiscal year ended June 30, 2005, the City supplemental budget changes in order to increase approprations
for unanticipated grant awards during the year amounted to $610,400. Other supplemental budget changes resulted
in a net increase of $10,772,200 of authorized expenditures. In the Water Fund, $3.3 million was appropriated due
a larger than anticipated beginning fund balance relating to the construction of the new water treatment plant. The
Capital Projects Fund increased by $3 million as a result of appropriations for the Periwinkle Creek Bridge project
and the financial software implementation project. Appropriations in the Parks & Recreation Fund increased by
$1.7 million due mainly to the debt proceeds for construction of the new swimming pool at Swanson Park.
Expenditure appropriations may not be legally overexpended, except in the case of grant receipts which could not be
reasonably estimated at the time the budget was adopted. The City does not currently use encumbrances, but
expects to do so with implementation of the new financial system currently in progress.

The City established one new fund in fiscal 2004-2005. Public Works Services, an internal service fund, provides
management services to all functions of Public Works: utilities, public transit, street maintenance, capital
construction, and geographic mapping activities, Each Public Works activity is charged a fee for service which is
based on work performed by the different activities of this fund.

During Fiscal Year 2004-2005, the Information Systems Services Fund, an intemal services fund, was renamed to
the Information Technology Fund.

Excess of Expenditures Over Appropriations

The City had three instances where expenditures exceeded approved appropriations. In the Parks & Recreation
Fund, an intrafund transfer was over the amount appropriated by $5. In the Grants Fund, 911 Emergency Dispatch
Grant, actual expenditures were more than appropriations by $9,514. Grant funds from the state of Oregon are
passed through the City to Linn County to provide dispatch services. In this case, the grant amount was more than
anticipated, and the additional funds were passed on to the County. In the Capital Projects Fund, expenditures were
$3,040,712 more than the appropriation for the federal grant portion of the Regional Multiumodal Transportation
Center. Due to timing of construction, grant reimbursable expenditures were more for the fiscal year than
anticipated,

Deficit Fund Equity

The Improvement Fund, a capital project fund, had a deficit of ($288,794) as of June 30, 2005. This fund has
incurred expenditures for construction of a large local improvement district which was assessed to the property
owners in June, 2005. A large number of the assessments were paid with monies from the developers held in
escrow with the City. The remaining assessments will either be paid off or financed with the City over a period of
up 1o 10 years. Bancroft bonds may be sold if sufficient assessments are financed.




CITY OF ALBANY, OREGON
NOTES TO THE BASIC FINANCIAL STATEMENTS

3.DETAILED NOTES ON ALL FUNDS

CASH AND INVESTMENTS

The City pools virtually all funds for investment purposes. Each fund type's portion is displayed on the Statement of Net Assets
as 'Cash and investments’ and Restricted cash and investments’ (page 11).

Cash and investments included in the Statement of Net Assets are as follows:

Cash on hand 3 2,210
Cash held by the Department of Finance - Linn County 224,494
Bank balances with financial institutions 83,484
State of Oregon Treasurer's short-term investment pool 25,318,399
Certificate of deposit 3,067,685
Other investments 42,891,662
Total cash and investments $71,587,934
Cash and investments are reflected on the Statement of Net Assets as:

Cash and investinents $34,678,655
Restricted cash and investments 36,909,279
Total cash and investments $71,587,934

Deposits with financial institutions

Deposits with financial institutions are comprised of bank demand deposits and savings accounts. At year end, the carrying
amount of the City’s net balance was $83,484 and the bank balance was $977,474. Of these deposits, $200,000 was covered by
federal depository insurance. For the $777,474 deposits in excess of the federal depository insurance, the Qregon Revised
Statutes require the depository institution to maintain on deposit with a collateral pool manager securities having a value of not
less than 25 percent of the outstanding certificates of participation issued by the pool manager.

INVESTMENTS

Equity in Pooled Cash and Investments

Oregon Revised Statues, Chapter 294, authorize the City to invest in obligations of the U. S. Treasury, U. 8. government
agencies, bankers’ acceptances issued by Oregon financial institutions, repurchase agreements, Oregon Short-term Fund, certain
high grade commercial paper, and various interest bearing bonds of Oregon mumnicipalities, among others. In addition, the
City’s investments are governed by written investment policy. The policy, which is reviewed by the Oregon Short-term Fund
Board and the Albany City Council, specifies the City’s investment objectives, required diversification, and certain limitations,
security safekeeping, and reporting requirements.

The equity position of each fund participating in an internal investment pool is reported as assets of those funds. The City
carries all investments at amortized cost as is allowed by GASB No. 31. The implementation of GASB No. 31 was immaterial
to the government-wide financial statements for the fiscal years ended June 30, 2004 and 2005,

As of June 30, 2005 the City has the following investments:
Weighted Percent of

Amortized Average Total
Investment Type Cost Fair Value Maturity (yrs)  Portfolio

U.S. Government agency notes and bonds $38,726,439 338,627,910 0.604 54%
Oregon Short-term Fund 25,318,399 25,267,762 0.003 36%
Certificate of deposit 3,067,685 3,067,685 0.551 4%
Corporate indebtedness 1,980,223 1,977,356 0.553 3%
Taxable municipal bonds - Oregon 1,185,000 1,183,371 0.924 2%
Taxable municipal bonds - Idaho 1,000,000 999,250 1.081 1%
Totals $71,277,746  $71,123,334 100%
Portfolio weighted average maturity 0.359
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3.DETAILED NOTES ON ALL FUNDS, continued

INVESTMENTS, continued

The Oregon Short-term Fund is an external investment pool as defined in Statement No. 31 of the Governmental Accounting
Standards Board. As of June 30, 2005, the market rate of the Oregon Short-term Fund investment pool was 99.8% as reported
in the Oregon Short-Term Fund audited financial statements. It represents the City's market percentage of their investment in
the investment pool as of that date. The Oregon Short-term Fund is not registered with the SEC as an investment company.

Interest rate risk.

The City's investment policy does not allow investments of more than 36 months. At least 20 percent must mature in six
months or less and at least 50 percent must mature in 18 months or less. The investment policy states that the weighted average
maturity of the portfolio shall not exceed 18 months. The City's weighted average maturity as of June 30, 2005, was less than
four months.

Credit and concentration of credif risks,

State statutes authorize the city to invest primarily in general obligations of the U. S. Government and its agencies; certain
bonded obligations of Oregon, Washington, ldaho, and California municipalities; bank repurchase agreements; bankers'
acceptances; certain commercial papers; and the Oregon Short-term Fund investment pool.  Limitations of the City's
investment policy are recapped below.

Minimum Percent of
Credit Total Maximum
Investment Type Rating Portfolio Maturity
U. 8. Treasury bills, notes, strips, bonds, and
obligations secured by the U. S. Treasury n/a 100% 36 months
U. S. Government agency discount notes and bonds n/a 50% 36 months
Oregon issued bankers acceptances n/a 25% 6 months
Corporate indebtedness, national issuers Aa 35% 9 months
(five percent maximum per single issuer)
Corporate indebtedness, Oregon issuers A 35% 9 months
(five percent maximum per single jssuer)
Commercial bank time certificates of deposit n/a 25% 1 year
Repurchase agreements nfa 25% 10 days
Oregon Short-term Fund nfa 90% Daily demand
Debt issued by the state of Oregon and its political subdivisions A 10% 36 months
Debt issued by the states of Idaho, Washington, and
California and their political subdivisions AA 10% 36 months

As of June 30, 2003, investments in U. S. agency discounts notes and bonds were 54 percent of the total portfolio. During
the next year, the City will ensure that its investment portfolio complies with the limits of the investment policy.

Custodial risk.

For an investment, custodial risk 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 in the possession of an outside party. As of June 30, 2005,
$68,210,061 of the City's total portfolio of $71,277,746 was held by the City’s counterparty in the City's name. The remaining
amount, $3,067,685, was fully collateralized and held by a third-party not in the City's name.
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3.DETAILED NOTES ON ALL FUNDS, continued

ASSESSMENT LIENS RECEIVABLE

Assessment liens receivable represent the uncollected amounts levied against property for the cost of local improvements. Total
delinquent assessments receivable at June 30, 2005, amounted to $42,253, which represented approximately 2.4 percent of the
outstanding receivables. Since assessments are liens against the benefited properties, an allowance for uncollectible accounts is
not deemed necessary. Assessments are payable for a period of five to twenty years and bear an interest rate of 9 percent for
unbonded assessments and the bond sale rate plus 1.5 percent for financed assessments.

LOANS RECEIVABLE

In March 2005, the City Council approved a loan of $75,829 from the Community Development Fund to the Helping Hands
Community Shelter to pay for professional services to complete the dormitory and day care center buildings at the new shelter.
The loan, secured by the property, must be repaid by December 31, 2005, If unpaid by that date, interest at nine percent per
annum will accrue.

In April 2005, the City Council approved a resolution providing a loan from the Economic Development Fund, secured by a
trust deed, to the Albany Partnership for Housing and Community Development fer site acquisition, moving a historical home
to the site, and initial rehabilitation costs. The loan, $38,400, is due within two years or when the property is sold, whichever
comes first. Interest on the loan is nine percent per annum, commencing if the loan is unpaid after two years.

The Central Albany Revitalization Area (CARA) made two loans during the year. On October 15, 2004, CARA loaned
$200,000 to Willamette Community Bank for construction related costs. The loan, with an annual interest rate of three percent,
is secured by a trust deed. The first payment is due on October 15, 2008, and the last payment is due on October 15, 2014. In
December 2004, CARA approved a loan of $82,500 to Allan and Jacqueline Swoboda to make improvements to property
located in the urban renewal district. The loan is payable in full by January 25, 2010, with interest accruing at the annual rate of
four percent. As of June 30, 2005, $20,738 of the loan amount had been dispursed.

Beginning Ending
Balance Increase Decrease Balance
Governmental Funds
Community Development Fund 5 93267 § 114229 § (24358) § 183,138
Economic Development Fund 283,022 - (16,252) 266,770
Central Albany Revitalization Area - 220,738 - 220,738
Total Loans Receivable $ 376,289 § 334967 § (40,610) § 670,646
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3.DETAILED NOTES ON ALL FUNDS, continued

DEFERRED/UNEARNED REVENUE

Governmental funds report deferred revenue in connection with receivables for revenues that are not considered to be available
to liquidate labilities of the current period. Governmental funds also defer revenue recognition in connection with resources
that have been received, but not yet earned. At the end of the current fiscal year, the various components of deferred revenue
and uneamed revenue reported in the governmental funds was as foilows:

Unavailable Uneamed

Delinquent property taxes receivable

General Fund $ 995789 § -

Parks & Recreation Fund 251,427 -

Debt Service Fund 81,126 -

Public Safety Levy Fund 115,068

Central Albany Revitalization Area 250,659 -
Accounts receivable 640,231 -
Assessments receivable 1,394,200 -
Community development loans 183,138 -
Economic development loans 266,770 -
Grants received but unspent - 79,462
Total deferred revenue $ 4,178,408 § 79,462

PRIOR PERIOD ADJUSTMENTS

In the Capital Projects Fund, the following adjustments were made to reclassify $81,293 of capital expenditures from the 2004-
05 fiscal year to the prior fiscal year. In addition, $1,111,853 was recorded as grant proceeds and capital expenditures for the
2003-04 fiscal year.

Governmental funds

Fund balance, June 30, 2004 520,616,110
Adjustment to reclassify expenditure from 2004-05 to 2003-04 (81,293)
Fund balance, June 30, 2004, as restated $20,534,817

Governmental activities

Net assets, June 30, 2004 $79,478,686
Adjustment to record grant revenues for capital construction 1,111,853
Net assets, June 30, 2004, as restated $ 80,590,539
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3.DETAILED NOTES ON ALL FUNDS, continued

PRIOR PERIOD ADJUSTMENTS, continued

Capital assets of governmental activities

Net assets, June 30, 2004

Adjustment to reclassify expenditure from 2004-05 to 2003-04
Adjustment to record grant reimbursed capital asset additions
Capital assets, June 30, 2004, as restated

$ 68,264,708
81,293
1,111,853

$69,457,854

In the Water and Sewer Funds, the following adjustments were made to the prior period to properly accrue interest payable on

long-term debt as of June 30, 2004,

Liabilities

Interest payable as previounsly stated

Interest payable adjustment

Interest payable as of June 30, 2004, as restated

Net Assets
Net assets as previously stated
Adjustment to net assets to accrue interest payable

Net assets, June 30, 2004, as restated

INTERFUND TRANSFERS

Water Sewer Enterprise
Fund Fund Funds
b - 8 - % -
783,768 43411 827,179
$§ 783,768 § 43,411 § 827,179
$45,120,362 $59,133,814 §$104,254,176
(783,768) (43,411) (827,179)
$44,336,594 $359,090,403 $103,426,997

Transfers In

Nonmajor Business-
Parks & Govern- type
Transfers out General Street Recreation mental Funds Total
Governmental Funds
General Fund $ - 298,867 - % 1,079,271 % - % 1,378,138
Street Fund - - - 406,118 - 406,118
Parks & Recreation Fund - - - 263,149 - 263,149
Nonmajor governmental funds 2,372,935 16,120 79,413 528,842 162,360 3,159,670
Internal service funds related
to governmental activities - - - 121,728 - 121,728
Total Governmental Funds 2,372,935 314,987 79,413 2,399,108 162,360 5,328,803
Business-type Funds '
Water Fund . - - - 455,548 - 455,548
Sewer Fund - - - 493,822 - 493,822
Internal service funds - - - 650,000 - 650,000
Internal service funds related
to governmental activities - - - 202,192 - 202,192
Total Business-type Funds - - - 1,801,562 - 1,801,562
Total transfers . % 2,372,935 314,987 79,413 § 4,200,670 $ 162,360 $ 7,130,365 '
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3.DETAILED NOTES ON ALL FUNDS, continued

INTERFUND TRANSFERS, continued

In the November 2002 General Election, voters of the City of Albany approved a $0.95 per $1,000 of assessed value local
option levy for Public Safety. Fiscal 2003-04 was the first year of the five-year levy. The City created a new special revenue
fund, Public Safety Levy Fund, to account for the collection and transfer of the taxes levied. During 2004-05, $2,065,388 was
transferred to the General Fund to pay for public safety activities. The Ambulance Fund received a transfer of $100,200 from
the Public Safety Levy fund.

The Central Albany Revitalization Area (CARA) Fund transferred $70,000 to the General Fund for administrative services. In
addition, reserves in the Payroll Insurance Fund were transferred back to the funds which contributed them., The amount
transferred to the General Fund was $237,547. Transfers from the General Fund to the Street Fund included $260,000 for the
cost of street lighting and $38,867 in support of the Urban Forestry Program. A transfer of $24,000 was made from the General
Fund to the Equipment Replacement Fund to support building maintenance projects. A transfer of $20,000 was made from the
General Fund to the Equipment Replacement Fund to accumulate a reserve for the purchase of land for a new Public Safety
facility. The amount of $272,561 was transferred from the General Fund to the Debt Service Fund to make principal and
interest payments on the 1994 City Hall Certificates of Participation.

The amount of $272,561 was transferred from the General Fund to the Debt Service Fund to make principal and interest
payments on the 1994 City Hall Certificates of Participation. The final General Fund transfers were $233,974 to the Debt
Service Fund for debt service on the 2002 Limited Tax Pension Bonds, and $528,736 to the PERS Reserve Fund.

Other transfers to the Debt Service Fund for the 2002 Limited Tax Pension Bonds were as follows: Street Fund, $17,215; Parks
and Recreation Fund, $21,588; Grants Fund, $1,108; Building Inspection Fund, $11,250; Ambulance Fund, $21,212; Public
Transit Fund, $5,355; Water Fund, $17,040; Sewer Fund, $13,443; Equipment Maintenance Fund, $5,020; Information
Technology Fund, $9,485; Central Services Fund, $22,590; Geographic Information Systems Fund, $5,266; and Public Works
Services Fund, $54,005.

Other transfers to the PERS Reserve Fund were as follows: Street Fund, $38,903; Parks and Recreation Fund, $48,786; Grants
Fund, $2,505; Building Inspection Fund, $25,424; Ambulance Fund, $47,937; Public Transit Fund, $12,102; Water Fund,
$38,508; Sewer Fund, $30,379; Equipment Maintenance Fund, $18,125; Information Technology Fund, $21,435; Central
Services Fund, $51,051; Geographic Information Systems Fund, $11,901; and Public Works Services Fund, $122,042.

Transfers from the Payroll Insurance Fund were as follows: Street Fund, $16,120; Parks and Recreation Fund, $33,013; Grants
Fund, $773; Building Inspection Fund, $11,552; Ambulance Fund, $23,204; Public Transit Fund, $6,312; Water Fund,
$59,140; Sewer Fund, $53,701; Equipment Maintenance Fund, $11,265; Information Technology Fund, $10,294; Central
Services Fund, $23,204; and Geographic Information Systems Fund, $4,736.

The City used state revenue sharing proceeds to support public transit activities. Transfers from the State Revenue Sharing
Fund were as follows: Parks and Recreation Fund, Paratransit System, $46,400; Public Transit Fund, Albany Transit System,
$192,100; and Public Transit Fund, Transit Loop System, $14,600.

In the fall of 2004, the City began a project to acquire a new financial software system. The project has been funded with the
following transfers totalling $1,650,000 to the Capital Projects Fund: Street Fund, $150,000; Sewer Fund, $400,000; Water
Fund, $450,000; Central Services Fund, $150,000; and Information Systems Equipment Replacement, $500,000.

A Transfer of $200,000 from the Street Fund to the Capital Projects Fund was made to assist funding of the Highway 20/99E
project. An amount of $192,775 was transferred from the Parks & Recreation Fund to the Equipment Replacement Fund to pay
for future building maintenance projects.
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CAPITAL ASSETS
Governmental Activities

Capital activity for the year ended June 30, 2005 was as follows:

Deletions,
July 1, 2004 Transfers in, June 30, 2005
Balance (1) Additions  Transfers out Balance
Land $ 3,784,903 3§ 15,71 % {(2) $ 3,800,620
Construction in progress 9,497,239 10,591,997 (4,536,322) 15,552,914
Total non-depreciable capital assets 13,282,142 10,607,716 (4,536,324) 19,353,534
Buildings and improvements 12,512,265 - - 12,512,265
Vehicles and equipment 8,254,429 594,241 (34,576} 8,814,094
Infrastructure 66,135,184 3,997,547 4,536,322 74,669,053
Total depreciable capital assets 86,901,878 4,591,788 4,501,746 05,995,412
Total capital assets 100,184,020 15,159,504 (34,578) 115,348,946
Accumulated depreciation
Buildings and improvements (3,087,893) {243,266) - (3,331,159)
Vehicles and equipment (4,943,317} (587,980) 28,500 (5,502,797)
Infrastructure (22,694,956)  (2,569,542) - {25,264,498)
Total accumulated depreciation {30,726,166)  (3,400,788) 28,500  (34,098,454)
Governmental activities, capital assets, net $ 69,457,854 §11,798,716 % (6,078) $ 81,250,492
Depreciation expense for governmental activities has been charged as follows:
General government $ 277,670
Public safety 390,546
Highways & streets 2,270,133
Culture and recreation 418,093
Internal service funds reported as governmental activities:
Information Systems Fund 40,825
Central Services Fund 1,275
Geographic Information Systems Fund 2,246
Total deprecation for governmental activities $ 3,400,788
Reconciliation of governmental capital assets to Schedule of Capital Assets - By Source
Total capital assets from above $115,348,946
Internal service fund capital assets reported as governmental activities:
Information Systems Fund {514,182)
Central Services Fund (33,084)
Geographic Information Systems Fund : (73,900)
Schedule of Governmental Capital Assets - By Source, Total investment in
governmental capital assets (page 124). $114,727,780

(1) Due to adjustments for the previous period, the June 30, 2004, balance for capital assets of governmental activities was
increased by $1,193,146. See the notes to the financial statements, page 38.
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CATITAL ASSETS, continued

Business-type Activities

Capital activity for the year ended June 30, 2005 was as follows:

Deletions,
July 1, 2004 Transfers in, June 30, 2005
Balance Additions  Transfers out Balance
Land $ 1,52496% $§ 173,761 § - § 1,698,730
Construction in progress 10,753,446 24,536,033 (1,299,456) 33,990,023
Total non-depreciable capital assets 12,278,415 24,709,794 (1,299,456) 35,688,753
Land rights 19,794 - - 19,794
Land improvements 25,178 - - 25,178
Buildings and improvements 27,762,016 364,999 211,564 28,338,579
Vehicles and equipment 6,365,548 134,776 - 6,500,324
Infrastructure 88,725,651 5,853,361 1,087,892 95,666,904
Total depreciable capital assets 122,898,187 6,353,136 1,299,456 130,550,779
Total capital assets 135,176,602 31,062,930 - 166,239,532
Accumulated depreciation
Land rights (12,869) (659) - (13,528)
Land improvements {17,790) {633) - (18,423)
Buildings and improvements (8,319,252) {999,562) - (9,318,814)
Vehicles and equipment (4,091,990} (319,236) - (4,411,226)
Infrastructure (24,287,965)  (1,956,562) - (26,244,527)
Total accumulated depreciation (36,729,866)  (3,276,652) - {40,006,518)
Business-type activities, capital assets, net $ 98,446,736 $27,786,278 § - $126,233,014

Depreciation expense for business-type activities has been charged as follows:

Water Fund $ 1,328,423
Sewer Fund 1,943,576
Internal service find reported as business-type activity:
Equipment Maintenance Fund 4,653
Total deprecation for business-type activitics $ 3,276,652

Reconciliation of business-type capital assets to the Statement of Net Assets of Proprietary Funds
Total business-type capital assets, net of depreciation, from above
Internal service fund capital assets reported as business-type activities:
Equipment Maintenance Fund

Capital assets {net), Statement of Net Assets of Propretary Funds (page 24).
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3.DETAILED NOTES ON ALL FUNDS, continued

CONSTRUCTION COMMITMENTS

The City has active construction projects as of June 30, 2005. Water and Sewer capital projects include the Albany/Millersburg
Joint Water Project, Fast End Transmission Watetline, 5th Avenue Waterline Replacement, Main, Sherman, Harrison, Pine
Waterlines, and the Calapooia/Ferry, Water/4th Avenue Waterlines. Street projects are the Highway 20/99E Interchange, the
North Albany Road LID, and the Downtown Streetscape project,

Spent Remaining
Project to date Commitment
Water/Sewer Fund Capital Projects:
Albany/Millersburg Joint Water Project $15,693,502 § 6,110,658
Diversion Dam & fish Screens 398,060 4,519,130
Wastewater Treatment Plant Expansion 415,406 1,068,894
Calapooia/Ferry, Water/4th Avenue Sanitary Sewer Rehabilitation - 164,228
5th Avenue Waterline Replacement 560,601 162,651
Main, Sherman, Harrison, Pine Waterline 136,095 175,245
East End Water Transmission Line, Phase TH 91,506 12,759
East End Water Transmission Line, Phase 1 - 496,775
Highway 20/99E Interchange 1,013,980 1,490,483
North Albany Road LID 312,657 1,008,209
Albany Downtown Streetscape 121,451 118,549
Regional Multimodal Transportation Center 2,157,714 408,958
Totals $20,900,972 § 15,736,539

The Water and Sewer capital projects are financed from capital project resources of the Water and Sewer Funds. The
commitment for the joint water project is being financed by revenue bonds secured by water revenues and a capital contribution
from the city of Millersburg. An Oregon Transportation Investment Act (OTIA) grant is being used to fund the Highway
20/99E Interchange project. The North Albany Road LID is being financed through assessments to benefiting properties. The
Central Albany Revitalization Area (CARA)} is financing the Albany Downtown Streetscape project with urban renewal funds.
A combination of federal and state grants, City capital funds, and a grant from Amtrak are funding the Regional Multimodal
Transportation Center.

SHORT-TERM DEBT

Non-revolving Line of Credit

In May 2004, the Central Albany Revitalization Area (Agency), 4 blended component unit of the City, issued a $3,900,000 Nen-
Revolving Line of Credit (Bond Anticipation Line of Credit (BALC)), which will be used to finance a number of approved
projects in the Agency's Urban Renewal Plan. The fully floating, annualized taxable rate equals the greater of two percent (2
percent) or the Prime Rate minus 1.80 percent. The tax-exempt rate is a fully floating, annualized rate which equals the greater
of 1.5 pecent or 65 percent of the result of subtracting 1.40 percent from the Prime Rate. The prime rate is designated by the
Bank. The maturity date for the BALC is June 1, 2006, or the date on which the Agency obtains long-term financing or
refinances this line. The payment of the principal and interest on the BALC shall be secured by the property tax increment
revenues generated in the Urban Renewal Plan area.

During the 2004-05 fiscal year, the Agency borrowed $200,000 (taxable draw) from the BALC. Tax increment bonds will be
issued, as authorized in ORS 457.420 through 457.450, in fiscal year 2005-06 to pay off the BALC and fund remaining

projects.
Beginning Ending
Balance Increase Decrease Balance
Central Albany Revitalization Area
Non-revolving Line of Credit $ 100,000 § 200,000 3% - 3 300,000
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LONG-TERM DEBET
Below, long-term debt information is presented separatelty with respect to governmental and business-type activities. The table
below presents current year changes in long-term debt, and the current portions due for each issue.

Amortization of

Beginning Discounts & Ending Due in
Balance Increase Decrease Issue Costs Balance 2005/06
Governmental Activities
Bonds payable:
General obligation bonds
Series 1996 Fire Substation $ 2,740,000 $ - § 165,000 % - % 2575000 § 175,000
Series 1999 Street Rehabilitation 8,105,000 - 390,000 - 7,715,000 405,000
Special assessment debt with
governmental commitment
Series 1997 1,705,000 - 150,000 - 1,515,000 200,000
Series 2002 636,549 - 53,709 - 582,840 56,455
Revenue bonds
Series 1995 Hotel/Motel Tax 1,410,000 - 180,000 - 1,230,000 200,000
Limited tax pension obligations
Series 2002 6,813,236 - 29,847 - 6,783,389 43,958
Certificates of participation '
City Hall 1,850,000 - 1,850,000 - - -
General revenue obligations
Series 2004 - 3,720,000 - - 3,720,000 230,000
Notes payable
OEDD-Target Infrastructure 320,132 - 18,383 - 301,749 18,552
Total bonds payable 23,579,917 3,720,000 2,876,939 - 24,422,978 1,328,965
Compensated absences 1,156,200 2,399,423 1,833,804 - 1,721,819 1,635,728
Claims and judgments 22,120 25,747 22,120 - 25,747 25,747
Capital lease - 162,060 - - 162,060 59775
Total Governmental Activities $24,758,237 § 6,307,230 § 4,732,863 § - §$26,332,604 § 3,050,215
Business-type Activities
General obligation bonds
1998 Water Refunding $ 4351811 3% - § 660,000 § 20,688 § 3,712,499 § 680,000
Water revenue bonds
2003 Water Revenue/Refunding 40,192,681 - 1,215,000 9,996 38,987,677 1,230,000
Sewer revenue bonds
2004 Sewer Current Refunding 2,699,857 - 445 000 23,702 2,278,559 450,000
Certificates of participation
Joint Water Project 504,589 - 51,770 - 452,819 54,657
Notes payable
Oregon DEQ, North Albany 1,288,641 - 161,080 - 1,127,561 161,080
Total bonds payable 49,037,579 - 2,532,850 54,386 46,559,115 2,575,737
Compensated absences 364,352 435,361 403,038 - 396,675 376,841
Claims and judgments 15,294 17,801 15,294 - 17,801 17,801
Total Business-type Activities $49417,225 § 453,162 $ 2,951,182 3 54,386 $46,973,591 § 2,970,379

Three of the City's five internal service funds, Information Technology, Central Services, and Geographic Information Systems,
serve primarily the governmental funds. At year end, long-term-liabilities from the internal service funds, compensated
absences ($136,804) and claims and judgments ($2,251), are included in the above totals for governmental activities. For
governmental activities and business-type activities, claims and judgments and compensated absences are generally liquidated
by the fund in which they were incurred.
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LONG-TERM DEBT, continued

General Obligation Bonds
General obligation bonds are direct obligations and pledge the full faith and credit of the City. The City issues general
obligation bonds to provide funds for the acquisition and construction of major capital facilities.

The City issued $3,700,000 in general obligation bonds in October 1996, to finance the construction of two fire substations.
Interest rates range from 4.5 percent to 5.5 percent for the 19 year bonds. Final maturity is December 1, 2013, The balance
outstanding at June 30, 2003, is $2,575,000.

The City issued $9,850,000 in general obligation bonds in March 1999, to finance the reconstruction of portions of Santiam
Road, 34th Avenue, Elm Street, and Salem Avenue. Interest rates range from 3.1 percent to 4.85 percent for the 20 year bonds.
Final maturity is March 1, 2019. The balance outstanding at June 30, 2005, is $7,715,000.

Annual debt service requirements to maturity for general obligation bonds are as follows:

Year Ending
June 30 Principal Interest Total
2006 $ 580,000 $ 480,953 § 1,060,953
2007 610,000 455,435 1,065,435
2008 635,000 428,199 1,063,199
2009 665,000 399,197 1,064,197
2010 695,000 368,620 1,063,620
2011-2015 4,055,000 1,312,408 5,367,408
2016-2019 3,050,000 346,242 3,396,242

Totals $10,290,000 § 3,791,054 §14,081,054

Special Assessment Bancroft Bonds with Governmental Commitment

The City has established several Local Improvement Districts (LID's) to finance capital improvements in specific areas through
the sale of special assessment bonds. Project costs are assessed to each property benefiting from the improvement, with
payments then used to pay debt service on the bonds. In the event a deficiency exists because of unpaid or delinquent special
assessments at the time debt service is due, the City must provide resources to cover the deficiency.

In June 1997, the City issued $3,000,000 in limited tax assessment bonds to finance the following LID's: Springhill Sewer, 5th
Street, Price Road, Pebblebrook, Howard Street, Timber Street/Dogwood Avenue, and Hickory Street. Interest rates range from
4 percent to 4.65 percent for the 10 year bonds. Final maturity is June 1, 2007. The balance outstanding at June 30, 20035, is

In June 2002, the City issued $736,255 in limited tax assessment bonds to finance the following LID's: Alandale, Hickory
Street, Marion Street, Riverside Drive, Timber Street, 12th Avenue, and Lehigh/Riderwood. The interest rate is 5.5 percent for
the 10 year bonds. Final maturity is June 17, 2012, The balance outstanding at June 30, 2005, is $582,840.

Annual debt service requirements to maturity for special assessment Bancroft bonds are as follows:

Year Ending
June 30 Principal Interest Total
2006 $ 256455 § 99,078 § 355,533
2007 1,374,342 86,989 1,461,331
2008 62,377 22,808 85,185
2009 65,567 19,618 85,185
2010 68,920 16,265 85,185
2011-2012 270,179 21,777 291,956

Totals  § 2,097,840 $ 266,535 $ 2,364,375
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Revenue Obligations

The City issues revenue bonds and pledges income derived from the acquired or constructed assets to pay debt service. In
August 1995, the City issued $2,300,000 in hotel/motel tax revenue bonds to finance the City's share of the capital construction
of a new Linn County Fairgrounds and Exposition Center. Debt service requirements will be met through the collection of
hotel/motel taxes. Interest rates range from 3.9 percent to 5.75 percent for the 15 year bonds. Final maturity is August 1, 2010,
The balance outstanding at June 30, 2005, is $1,230,000.

Annual debt service requirements to maturity for governmental revenue obligations are as follows:

Year Ending .

June 30 Principal Interest Total
2006 $ 200,000 § 63,325 § 263,325
2007 200,000 52,625 252,625
2008 200,000 41,725 241,725
2009 210,000 30,188 240,188
2010 210,000 18,111 228,111
2011 210,000 6,039 216,039

Totals $ 1,230,000 $ 212,013 § 1,442,013

Limited Tax Pension Obligations

In March 2002, the City sold $6,851,826 of Limited Tax Pension Obligations. Net proceeds in the amount of $6,700,000 were
used to finance a portion of the City's estimated unfunded liability in the Oregon Public Employees Retirement System. Debt
service requirements are payable from available general funds, including taxes and other funds. Interest rates range from 2
percent to 7.36 percent for the 26 year bonds. Final maturity is June 1, 2028. The balance outstanding at June 30, 2005, is
$6,783,389.

Annual debt service requirements to maturity for the limited tax pension obligations are as follows:

Year Ending
June 30 Principal Interest Total
2006 $ 43958 § 382,099 % 426,057
2007 55,650 390,407 446,057
2008 - 65,043 401,015 466,058
2009 73,231 412,827 486,058
2010 32,139 428918 511,057
2011-2015 484,386 2,425,901 2,910,287
2016-2020 598,982 3,036,307 3,635,289
2021-2025 3,045,000 1,468,947 4,513,947
2026-2028 2,335,000 294 891 2,629,891

Totals $ 6,783,389 § 9,241,312 §16,024,701
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General Revenue Obligations

The City issued $3,720,000 in revenue obligations bonds in December 2004, secured by and payable from any unobligated, non-
property tax revenues legally available to the City, to finance the construction of a public swimming pool and repayment and/or
defeasance of the City's Certificates of Participation, Series 1994. Interest rates range from 2 percent to 5 percent for the 15
year bonds. Final maturity is January 1, 2020. The balance outstanding at June 30, 2005, is $3,720,000.

Annual debt service requirements to maturity for general revenue obligations are as follows:

Year Ending
June 30 Principal Interest Total
2006 § 230,000 $ 125925 § 355,925
2007 225,000 120,976 -345,976
2008 305,000 115,351 420,351
2009 315,000 107,726 422,726
2010 320,000 99,064 419,064
2011-2015 1,525,000 327,465 1,852,465
2016-2020 800,000 101,804 901,804

Totals $ 3,720,000 § 998,311 § 4,718,311

Notes Payable

In 1995, the City borrowed $441,137 from the Oregon Economic Development Department, Special Public Works Fund, to
finance infrastructure (water, sewer, and street) improvements in the Linn-Benton Business Park to serve a 650,000 square foot
Target Stores, Inc. regional distribution center. Dayton Hudson Corporation DBA Target Stores, Inc. is responsible for
$390,000. The remaining balance, $51,137 is payable by the City from resources of the Economic Development Fund. The
interest rate is 5.47 percent for the 20 year note, Final maturity is December 15, 2015, The balance outstanding at June 30,
2005, is $301,749 (Dayton Hudson Corporation, $266,770; City, $34,979).

Annual debt service requirements to maturity for g