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INDEPENDENT AUDITOR’S REPORT
Agency Officials
McMinnville Urban Renewal Agency
McMinnville, Oregon

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and each major
fund of the McMinnville Urban Renewal Agency, a component unit of the City of McMinnville, Oregon,
as of and for the year ended June 30, 2018, and the related notes to the financial statements, which
collectively comprise the McMinnville Urban Renewal Agency’s basic financial statements as listed in
the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

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

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

PHONE: (503) 723-0300 | FAX:(503)723-9946 | WWW.MERINACPAS.COM



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities and each major fund of the McMinnville
Urban Renewal Agency, as of June 30, 2018, and the respective changes in financial position, for the year
then ended in accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

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

The schedule of revenues, expenditures and changes in fund balance — budget and actual, as listed in the
table of contents under required supplementary information, is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the auditing procedures applied in the audit
of the basic financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion,
this information is fairly stated, in all material respects, in relation to the basic financial statements as a
whole.

Supplementary and Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the McMinnville Urban Renewal Agency’s basic financial statements. The elected officials and
other supplementary information are presented for purposes of additional analysis and are not a required
part of the basic financial statements.

The other supplementary information, as listed in the table of contents, is the responsibility of
management and was derived from and relates directly to the underlying accounting and other records
used to prepare the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United States



of America. In our opinion, the information is fairly stated, in all material respects, in relation to the basic
financial statements as a whole.

The elected officials has not been subjected to the auditing procedures applied in the audit of the basic
financial statements and, accordingly, we do not express an opinion or provide any assurance on it.

Reports on Other Legal and Regulatory Requirements

Other Reporting Required by Oregon Minimum Standards

In accordance with Minimum Standards for Audits of Oregon Municipal Corporations, we have also
issued our report dated December 27, 2018, on our consideration of the McMinnville Urban Renewal
Agency’s compliance with certain provisions of laws and regulations, including the provisions of Oregon
Revised Statutes as specified in Oregon Administrative Rules. The purpose of that report is to describe
the scope of our testing of compliance and the results of that testing, and not to provide an opinion on
compliance.

For Merina & Company, LLP
West Linn, Oregon
December 27, 2018



McMinnville Urban Renewal Agency
Management’s Discussion and Analysis

This discussion and analysis presents the highlights of financial activities and financial position for the
McMinnville Urban Renewal Agency (the Agency), a component unit of the City of McMinnville, Oregon.
The analysis focuses on significant financial issues, major activities and resulting changes in financial
position, variances from the budget, and specific issues relating to funds and the economic factors affecting
the Agency.

Management’s Discussion and Analysis (MD&A) focuses on current year activities and resulting changes
and should be read in conjunction with the City of McMinnville’s financial statements and the Agency’s
financial statements, which immediately follow this analysis.

Financial Highlights

The Agency was established in March 2013. The year ended June 30, 2018 was the fourth year that the
Agency incurred financial transactions.

e Assets exceeded liabilities by approximately $356,840 at June, 30, 2018.
e The Agency received property taxes of approximately $206,100 in the 2018 fiscal year.

e During, the current fiscal year, the Agency completed construction of a street improvement
in the Alpine Avenue area which is within the urban renewal district. At 2018 fiscal year
end, the Agency’s capital assets consisted of approximated $1,950,000 in street
improvements.

Overview of the Financial Statements

Following this MD&A, the report is organized in three sections: basic financial statements including notes
to the basic financial statements; required and other supplementary information; and reports by the
independent auditor as required by the State of Oregon. The agency-wide statements include the
statement of net position and the statement of activities.

The Statement of Net Position provides a focus on the net position of the Agency’s governmental activities.
As Agency activities increase, the Statement will also reflect the Agency’s capital assets and long term
liabilities.

The Statement of Activities provides a focus on program costs and their matching resources. To the extent
that program costs are not covered by grants and direct charges, they are paid from general taxes and
other sources. This statement demonstrates the extent to which programs are self-supporting or subsidized
by general revenues.

The fund financial statements for the individual funds follow the agency-wide statements. The Agency
presents the Urban Renewal Fund, which serves as the Agency’s general operating fund, and the Urban
Renewal Debt Service Fund as major funds.



McMinnville Urban Renewal Agency
Management’s Discussion and Analysis

Agency-wide Statements

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

The two agency-wide statements report the Agency’s net position and how it has changed. Net position—
the difference between assets and liabilities—is one way to measure the Agency’s financial health or
position.

Statement of Net Position

Net position may serve over time as a useful indicator of a government’s financial position. In the case of
the Agency, assets exceeded liabilities by $356,840 at the close of the most recent fiscal year.

The following table is a summary of the City’s net position compared to the prior year fiscal year.

Statement of Net Position
June 30, 2018 and 2017

2018 2017
Current and other assets $ 594310 $ 2,590,674
Capital assets 1,950,857 -
Total assets 2,545,167 2,590,674
Currentand long-term liabilities 2,188,327 2,323,710
Other liabilities - -
Total liabilities 2,188,327 2,323,710
Net position
Invested in capital assets 1,950,857 802,418
Restricted for:
Unrestricted
Debt service - -
Unrestricted (1,594,017) (535,454)

Total net position $ 356,840  $ 266,964

The Agency’s net position increased by $89,876 during the current fiscal year. This increase represents the
degree to which revenues exceeded expense.



McMinnville Urban Renewal Agency
Management’s Discussion and Analysis

Statement of Activities

As with the statement of net position, the Agency reports governmental activities on a consolidated basis.
A summary version of the statement of activities is illustrated in in the following table.

Changes in Net Position
For years ended June 30, 2018 and 2017
Governmental Activities

2018 2017

Revenues
General revenues
Tax increment revenues $ 206,099 $ 179,000

Investment income 20,375 18,752
Other - 150
Total revenues $ 226,474 $ 197,902
Expenses
Governmental activities
General government $ 80,570 $ 78,425
Interest on long-term debt 56,028 1,417
Total expenses 136,598 79,842
Increase in net position $ 89,876 $ 118,060

Governmental activities increased the Agency’s net position by approximately $89,900 and accounts for
the entire growth in the net position of the Agency. The Agency’s tax increment revenues of $206,099 are
the majority of total revenues of the Agency. The fiscal year ended 2018 was the fourth year the Agency
collected taxes.

All of taxes collected are restricted to repayment of urban renewal debt which will finance various projects
within the urban renewal district.

Fund Financial Analysis

Fund accounting segregates revenues according to their intended purpose and is used to aid management
in demonstrating legal and contractual compliance with revenue source spending requirements. The
Agency’s fund balance classifications are defined as required by GASB Statement No. 54, Fund Balance
Reporting and Governmental Fund Type Definitions.

The entire amount of the Debt Service Fund’s ending fund balance consists of tax increment revenue and
is restricted for debt service. Ending balances for fiscal years 2018 and 2017 were $290,020 and $312,054
respectively, for a decrease of $22,034. The decrease is due to higher interest payments related to debt
in 2018, the fourth year of the Agency’s existence.

In the fund financial statement, the Urban Renewal Fund ending fund balance for fiscal years 2018 and
2017 were $278,824 and $1,375,021 respectively. The decrease of $1,096,197 is due to the completion
of the Alpine Avenue street improvement project and the corresponding capital expenditures related to the
project. The purpose of this fund is to account for urban renewal project costs.



McMinnville Urban Renewal Agency
Management’s Discussion and Analysis

Urban Renewal Fund Budgetary Highlights

There were no supplemental budgets adopted by the McMinnville Urban Renewal Agency Board in the
current fiscal year.

Capital Assets

At fiscal year end June 30, 2018, the Agency had $1,950,857 in capital assets. The entire amount of the
capital assets represents the Alpine Avenue street improvement project. At fiscal year end June 30, 2017,
the Agency’s capital assets consisted of $802,418 in construction in progress. The project was completed
in 2018.

Obligations Outstanding

The Agency and the City of McMinnville entered into an intergovernmental agreement that requires the
Agency to repay contract expenses for the creation of the Agency. At fiscal year end June 30, 2018, the
remaining balance on the debt was $10,000. The balance owed to the City will be repaid by fiscal year
2019.

During the 2017 fiscal year, the Agency and City entered into an intergovernmental agreement for the City
to loan $2,192,300 to the Agency for construction of the Alpine Avenue project. The final payment is due
on this loan in 2032. The Agency’s outstanding debt is described in more detail in the notes to the financial
statements, Note IlI.D.

Economic Factors

The McMinnville Urban Renewal Agency’s purpose is to partner with private development to support growth
in downtown and the northeast gateway area. Increasing property values within the urban renewal
boundaries translates into increasing tax increment revenue. This tax increment is then used to pay debt
incurred to fund projects and improvements.

In 2013 when the Agency was created, the frozen assessed value of the district was $86.3 million. For the
fiscal year ended 2018, the assessed value of the district was $103.0 million, an increase of 19 percent
compared to the frozen base. Taxes assessed on the incremental assessed value between the current
and frozen assessed values are paid to the Agency, while taxes on the frozen base are paid to the
respective taxing jurisdictions.

Requests for Information

This Agency’s financial statements are designed to provide citizens, taxpayers, customers, investors, and
creditors with a general overview of the Agency’s finances and to demonstrate the Agency’s accountability
of the resources it receives and expends. For additional information, contact the Finance Department, City
of McMinnville, 230 NE Second Street, McMinnville, Oregon 97128.
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McMinnville Urban Renewal Agency
The Urban Renewal Agency of the City of McMinnville, Oregon
(a component unit of the City)
Statement of Net Position
June 30, 2018

Governmental
Activities
Assets
Current assets:
Receivables $ 13,607
Restricted cash and investments 580,703
Noncurrent assets:
Capital assets:
Depreciable capital assets 1,950,857
Total assets 2,545,167
Liabilities
Current liabilities:
Accounts payable 14,765
Short-term note 6,262
Notes payable, due within one year 110,000
Notes payable, due after one year 2,057,300
Total liabilities 2,188,327
Net Position
Net investment in capital assets 1,950,857
Unrestricted (1,594,017)
Total net position $ 356,840

The notes to the basic financial statements are an integral part of this statement.
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McMinnville Urban Renewal Agency
The Urban Renewal Agency of the City of McMinnville, Oregon
(a component unit of the City)
Statement of Activities
For the Year Ended June 30, 2018

Net Expense

and
Change in Net Position
Governmental
Functions/Programs Expenses Activities
Governmental activities:
General government $ 80,570 $ (80,570)
Interest on long-term debt 56,028 (56,028)
Total governmental acitivities $ 136,598 (136,598)
General revenues:
Property taxes 206,099
Investment income 20,375
Total general revenues 226,474
Change in net position 89,876
Net position- beginning, 266,964
Net position - ending $ 356,840

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



McMinnville Urban Renewal Agency
The Urban Renewal Agency of the City of McMinnville, Oregon

(a component unit of the City)

Balance Sheet - Governmental Funds
For the Year Ended June 30, 2018

Urban Debt Total
Renewal Service Governmental
Fund Fund Funds
Assets
Cash and investments $ 293,589 $ 287,114 $ 580,703
Property tax receivable - 13,607 13,607
Total assets $ 293,589 $ 300,721 $ 594,310
Liabilities
Accounts payable $ 14,765 $ - $ 14,765
Total liabilities 14,765 - 14,765
Deferred inflows of resources
Unavailable revenue-property taxes - 10,701 10,701
Fund balances
Restricted 278,824 290,020 568,844
Total fund balances 278,824 290,020 568,844
Total liabilities, deferred inflow of
resources, and fund balances $ 293,589 $ 300,721 $ 594,310
Fund balance - modified accrual basis $ 568,844
Amounts reported for governmental activities in the statement of net
position are different because:
Capital assets used in governmental activities are not financial
resources and therefore are not reported in the funds, 1,950,857
Other long-term assets are not available to pay for current-period
expenditures and therefore are deferred in the funds:
Tax increment revenues - earned but unavailable 10,701
Long-term liabilities, including notes payable, are not due and payable
in the current period and therefore are not reported in the funds (2,173,562)
Net position of governmental activities $ 356,840

The notes to the basic financial statements are an integral part of this statement.
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McMinnville Urban Renewal Agency
The Urban Renewal Agency of the City of McMinnville, Oregon
(a component unit of the City)
Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds
For the Year Ended June 30, 2018

Urban
Renewal
Urban Debt Total
Renewal Service Governmental
Fund Fund Funds
Revenues:

Property taxes $ - $ 204,046 $ 204,046

Miscellaneous 15,860 4,515 20,375
Total revenues 15,860 208,561 224,421
Expenditures:

Current:

General government 1,229,009 - 1,229,009

Interagency debt service:

Principal - 174,567 174,567
Interest - 56,028 56,028
Total expenditures 1,229,009 230,595 1,459,604
Excess (deficiency) of revenues
over (under) expenditures (1,213,149) (22,034) (1,235,183)
Other financing sources (uses):

Interagency loan proceeds 116,952 - 116,952
Net change in fund balances (1,096,197) (22,034) (1,118,231)
Fund balance, beginning as reported 1,538,021 149,054 1,687,075

Restatement (163,000) 163,000 -
Fund balance, beginning restated 1,375,021 312,054 1,687,075
Fund balances - ending $ 278,824 $ 290,020 $ 568,844

The notes to the basic financial statements are an integral part of this statement.
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McMinnville Urban Renewal Agency
The Urban Renewal Agency of the City of McMinnville, Oregon
(a component unit of the City)

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, 2018

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

Net change in fund balances--total governmental funds

Governmental funds report capital outlays as expenditures. However,

in the statement of activities the cost of those assets is allocated over their
estimated useful lives and reported as depreciation expense. This is the
amount by which capital outlay exceeded depreciation:

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

Change in tax increment revenue earned but not available
Change in long-term obligations reported in the fund statements
are not reported in the Statement of Activities

Proceeds of borrowing
Principal paid on long-term obligations

Change in net position--governmental activities

The notes to basic financial statements are an integral part of this statement.
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McMinnville Urban Renewal Agency
The Urban Renewal Agency of the City of McMinnville, Oregon
(a component unit of the City)

Notes to the Basic Financial Statements
June 30, 2018

The reporting entity and summary of significant accounting policies

The financial statements of the McMinnville Urban Renewal Agency (the Agency) have been prepared in
accordance with accounting principles generally accepted in the United States of America (GAAP) and applies the
provisions of all applicable Governmental Accounting Standards Board (GASB) Statements.

A. Reporting entity

The Agency is the urban renewal agency of the City of McMinnville, Oregon (the City) and was organized on July
23, 2013 under the provisions of Oregon Revised Statutes, Chapter 457, to undertake urban renewal projects and
activities pursuant to the Downtown and Northeast Gateway Redevelopment Plans.

The Agency’s governing body is substantively the same as the City’s governing body, therefore the Agency is
presented as a blended component unit in the City’s basic financial statements. All significant activities over which
the Agency exercises oversight responsibility have been included in the component unit financial statements. This
governing body has the ability to impose its will on the Agency as determined on the basis of budget adoption,
taxing authority, and funding. The Agency has no component units.

B. Agency-wide and fund financial statements

The Agency’s financial operations are presented at both the agency-wide and fund financial level. All activities of
the Agency are categorized as governmental activities.

Agency-wide financial statements display information about the reporting government as a whole. These
statements focus on the sustainability of the Agency as an entity and the change in aggregate financial position
resulting from the activities of the fiscal period. These aggregated statements consist of the statement of net
position and the statement of activities.

The Statement of Net Position presents information on all of the Agency’s assets and liabilities, with the difference
reported as net position.

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. Taxes and other items not properly included among program revenues are reported instead as general
revenues.

Fund financial statements display information at the individual fund level. Each fund is considered to be a separate

accounting entity. Funds are classified and summarized as governmental, proprietary, or fiduciary. All of the
Agency’s funds are classified as governmental fund types.
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McMinnville Urban Renewal Agency
The Urban Renewal Agency of the City of McMinnville, Oregon
(a component unit of the City)

Notes to the Basic Financial Statements (Continued)
June 30, 2018

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

Measurement focus is a term used to describe which transactions are recorded within the various financial
statements. Basis of accounting refers to when transactions are recorded.

The agency-wide financial statements are presented on a full accrual basis of accounting with an economic
resource measurement focus. An economic resource focus concentrates on the Agency’s net position. All
transactions and events that affect the total economic resources (net position) during the period are reported. An
economic resources measurements focus is inextricably connected with full accrual accounting. Under the full
accrual basis of accounting, revenues are recorded when earned and expenses are recorded at the time liabilities
are incurred, regardless of the timing of related cash inflows and outflows.

The fund financial statements are presented on a modified accrual basis of accounting with a current financial
resource measurement focus. This measurement focus concentrates on the fund’s resources available for
spending currently or in the near future. Only transactions and events affecting the fund’s current financial
resources during the period are reported. Similar to the connection between an economic resource measurement
focus and full accrual basis of accounting, a current financial resource measurement focus is inseparable from a
modified accrual basis of accounting. Under the modified accrual basis of accounting, revenues are recognized
when susceptible to accrual (i.e., when they become measurable and available). Measurable means the amount
of the transaction can be determined and revenues are considered available when they are collected within the
current period or expected to be collected soon enough thereafter to be used to pay liabilities of the current period.
For this purpose, the Agency considers revenues to be available if they are collected within 60 days of the end of
the current fiscal period. The Agency considers tax increment revenues susceptible to this accrual.

Since the governmental fund statements are presented on a different measurement focus and basis of accounting
than the agency-wide statements, reconciliation is necessary to explain the adjustments needed to transform the
fund based financial statements into the agency-wide presentation. This reconciliation is part of the basic financial
statements.

GASB Statement No. 34 sets forth criteria for the determination of major funds. For purposes of presentation, both
the McMinnville Urban Renewal Fund and the Debt Service Fund are presented as major funds of the Agency.

Major Governmental Funds:

e McMinnville Urban Renewal Fund
This fund accounts for the acquisition and development of capital improvement projects. Other financing
sources consist of operating transfers from the debt service fund, bond proceeds, investment earnings, and
other miscellaneous revenues. This fund functions as the Agency’s “General Fund”.

e Urban Renewal Debt Service Fund

This fund accounts for the payments of principal and interest on debt incurred. The primary sources of revenue
are tax increment revenues and investment income.

14



McMinnville Urban Renewal Agency
The Urban Renewal Agency of the City of McMinnville, Oregon
(a component unit of the City)

Notes to the Basic Financial Statements (Continued)
June 30, 2018

D. Assets, liabilities, deferred outflows/inflows of resources and net position or fund balance

1. Deposits and investments

Cash and investments, including restricted cash and investments, consist of cash on hand, demand deposits,
short-term investments with original maturities of three months or less from the date of acquisition, and the
State of Oregon Local Government Investment Pool (LGIP) deposits. Investments in the LGIP are stated at
share value, which approximates fair value, and is the value at which the shares can be withdrawn

The LGIP is administered by the Oregon State Treasury. The LGIP is an open-ended no-load diversified
portfolio offered to any agency, political subdivision or public corporation of the State who by law is made the
custodian of, or has control of, any public funds. The LGIP is commingled with the State's short-term funds.
In seeking to best serve local governments of Oregon, the Oregon Legislature established the Oregon Short-
Term Fund Board. The purpose of the Board is to advise the Oregon State Treasury in the management and
investment of the LGIP.

The City’s investment policy, adopted by the City Council, essentially mirrors the requirements of the Oregon
Revised Statutes. Currently, the City’s investment portfolio consists of investments in the LGIP.

The Agency’s investment policy is the same as the City’s and essentially mirrors the Oregon Revised Statutes.
Currently, the Agency’s investment portfolio primarily includes investments in the State of Oregon Local
Government Investment Pool.

2. Receivables and payables

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

In the fund financial statements, tax increment revenues receivable that are collected within 60 days after the
end of the fiscal year are considered measurable and available and, therefore are recognized as revenue.
Any remaining balance is deferred and recorded as unavailable revenue.

In the agency-wide financial statements, tax increment revenues receivable are recognized as revenue when
earned.

3. Restricted assets

Assets whose use is restricted by legal requirements external to the Agency, are segregated on the agency-
wide statement of net position. These legal restrictions include use limitations, as well as urban renewal tax
increment funds legally restricted by applicable state statutes.

4. Capital Assets

In the government-wide financial statements, capital assets include property, plant, equipment, infrastructure
assets (roads, pathways, street lights, etc.). In the governmental fund financial statements, capital assets are
charged to expenditures as purchased.

Capital assets are defined by the Agency as assets with an initial cost of $10,000 or more and an estimated
useful life of more than one year. Cost generally includes materials, labor and an allocation of overhead costs.

15



McMinnville Urban Renewal Agency
The Urban Renewal Agency of the City of McMinnville, Oregon
(a component unit of the City)

Notes to the Basic Financial Statements (Continued)
June 30, 2018

The cost of normal repairs and maintenance that do not add to the value of the asset or materially extend
assets’ lives are not capitalized. Assets are recorded at historical cost or estimated historical cost if historical
cost is not available.

Land, land rights, and easements have an indefinite life and therefore are not amortized. Construction in
progress that has not been put into use is not depreciated. Exhaustible assets are depreciated using the
straight-line method.

Capital assets are depreciated using the straight-line method over the following estimated useful lives:

Assets Years
Land improvements 20
Buildings and building improvements 20-50
Computer equipment 4-5
Street infrastructure 20-50

5. Long-term obligations

In the agency-wide financial statements, long-term debt is reported as a liability in the statement of net position.
Debt premiums and discounts are amortized over the applicable debt term.

In the fund financial statements, debt premiums and discounts are recognized as period costs in the year of
issue. The face amount of 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.

6. Net Position and Fund Balance

In the fund financial statements, the funds report restricted fund balances for amounts that are not available
for unlimited use because they are legally segregated for a specific purpose. These legal segregations include
use limitations, as well as urban renewal tax increment funds legally restricted by applicable state statutes.

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

7. Deferred outflows/inflows of resources

In addition to assets, the statement of financial position will sometimes report a separate section for deferred
outflows of resources. This separate financial statement element, deferred outflows of resources, represents
a consumption of net position that applies to a future period(s) and so will not be recognized as an outflow of
resources (expense/expenditure) until then. The Agency does not have an item that qualifies for reporting in
this category.

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

E. Use of estimates

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

Stewardship, compliance, and accountability

The Agency’s budget is adopted on a basis consistent with Oregon Revised Statutes (ORS 294 — Local Budget
Law). The process under which the budget is adopted is described in the following paragraphs.

The Budget Officer is responsible for submitting a proposed budget to the Budget Committee, which is comprised
of the Agency Board and an equal number of citizens of the District.

The Agency is required to prepare a balanced budget for all funds, subject to the budget requirements of state
law. The Agency’s budget is prepared for each fund on the modified accrual basis of accounting.

The budget document is required to contain specific detailed information for various revenue and expenditure
categories. Information on the past two years’ actual receipts and expenditures as well as current-year estimates
is also included in the budget document.

The Budget Committee conducts public hearings for the purpose of obtaining citizens’ comments, and then
approves a budget and submits it to the Board for final adoption. The approved expenditures for each fund may
not be increased by more than 10 percent by the Board without returning to the Budget Committee for a second
approval. After the Board adopts the budget and certifies the total of ad valorem taxes to be levied, no additional
tax levy may be made for that budget period.

The Board legally adopts the budget by resolution before July 1. The resolution establishes appropriations for each
fund and sets the level by which expenditures cannot legally exceed appropriations. For the Agency’s funds, the
levels of budgetary control established by resolution are materials and services, debt service, capital outlay,
transfers and operating contingency. Appropriations lapse as of the end of the fiscal year for goods not yet received
or services not yet incurred.

The Board may change the budget throughout the year by transferring appropriations between levels of control
and by adopting supplemental budgets. Unexpected additional resources may be added to the budget through the
use of a supplemental budget. Some supplemental budgets require hearings before the public, publications in
newspapers and approval by the Board. Original and supplemental budgets may be modified by the use of
appropriation transfers between the levels of control. Such transfers require approval by the Board.
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Detailed notes on accounts
A. Cash and investments

Oregon Revised Statutes authorize the Agency to invest primarily in general obligations of the U.S. Government
and its agencies, certain bonded obligations of Oregon municipalities, bank repurchase agreements, bankers’
acceptances, high-grade corporate indebtedness, and the State of Oregon Local Government Investment Pool.

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

The agency has no investments subject to custodial risk.

B. Receivables

Receivables for the Agency as of the fiscal year ended June 30, 2018 consists of tax increment revenues and are
as follows:

Receivables
Property taxes $ 11,662
Cash with county treasurer 1,945
Total $ 13,607

C. Capital assets

Capital assets for the year ended June 30, 2018 consist entirely of construction in progress for street improvements
to Alpine Avenue.

Governmental Activites

Beginning Ending
Balance Increases Decreases Transfers Balance
Non-depreciable:
Construction in progress $ 802418  $ 1148439 $ - $(1950,857) $ -
Depreciable:
Infrastructure - - - 1,950,857 1,950,857
Total capital assets $ 802,418 $1148439 $ -3 - $ 1,950,857
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D. Long-term obligations

The Agency and the City entered into an intergovernmental agreement that requires the Agency to repay the City
for all contract expenses related to the completion of the Urban Renewal Feasibility Study and the Urban Renewal
Plan and Report. The agreement provides for a five-year repayment schedule. Interest accrues at the rate earned
by the Local Government Investment Pool plus one percent. The Agency paid principal of $5,000 during the year
ended June 30, 2018. The remaining balance will be repaid in 2019 as follows:

June 30 Principal Interest Total
2019 $ 10,000 $ - $ 10,000
$ 10,000 $ - $ 10,000

The following table shows the current fiscal year changes in the note payable for contract expenses related to the
Urban Renewal Feasibility Study, Plan and Report:

Beginning Ending Due within
Balance Additions Reductions Balance one year
Governmental Activities:
Note payable - City of McMinnvile ~ $ 20,000 $ - $ (10,0000 $ 10,000 $ 10,000

During the 2017 fiscal year, the Agency and City entered into an intergovernmental agreement for the City to loan
$2,192,300 to the Agency for construction of the Alpine Avenue project. The following table shows the debt service
schedule for the long-term debt.

Year Ending June 30, Principal Interest
2019 $ 100,000 $ 43,499
2020 146,060 41,228
2021 149,060 38,233
2022 152,120 35,177
2023-2027 808,660 127,800
2028-2032 801,400 41,426
Total $ 2,157,300 $ 327,363
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The following table shows the current fiscal year changes in notes payable, including short-term operating notes
payable.

Beginning Ending
Balance Balance Due Within
All Urban Renewal Debt 7/1/2017 Additions Payments 6/30/2018 One Year
Note Payable - operating $ 18,878 $ 116,951 $  (129,567) $ 6,262 $ 6,262
Note Payable - long term 20,000 - (10,000) 10,000 10,000
Loan payable - Alpine Avenue 2,192,300 - (35,000) 2,157,300 100,000
Payable to City of McMinnville $ 2,231,178 $ 116,951 $  (174,567) $ 2,173,562 $ 116,262

E. Short-term Notes

At June 30, 2018, the City had paid accounts payable on behalf of the Agency. As a result, the Agency owed the
City $6,262 for the payment made on its behalf.

F. Fund Balances
At fiscal year end 2018, all Urban Renewal fund balances are considered restricted.
Other information

A. Risk management

The Agency is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets;
errors and omissions; natural disasters; and injuries to employees. The Agency is covered for comprehensive
liability, property, auto liability and physical damage, employer’s liability, and workers’ compensation insurance
through City County Insurance Services (CIS), a public entity risk pool. The pooling agreement does not permit
the pool to make additional assessments to its members in the event of unanticipated losses.

B. Related party transactions

The City provides services for the Agency, including administrative functions, in accordance with an
intergovernmental agreement.

C. Subsequent Events

In August 2018, the Urban Renewal Agency Board approved a $90,000 loan to a local developer for rehabilitation
of a vacant historic building in the urban renewal district. The terms of the loan include a ten-year payback period
with the first two years as interest only payments and a 20 percent reduction on the remainder of the loan at payoff
if repaid within five years. Interest on the loan accrues at 1.45 percent per annum. The loan agreement requires a
personal guarantee from one of the members of the developer’s limited liability corporation (LLC). The loan
documents were executed in November 2018.

In August 2018, the Urban Renewal Agency Board also approved a $71,000 loan for construction of a new multi-
purpose building in the urban renewal district. The terms of the loan include a ten-year payback period with a 20
percent reduction on the remainder of the loan at payoff if repaid in five years. The agreement with the developer
will require a personal guarantee from one of the members of the developer’s limited liability corporation (LLC).
Loan documents have not been executed as of November 2018.
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D. Restatement

In fiscal year 2016-2017 the City entered into a financing agreement with JPMorgan Chase to borrow $2,192,300
for urban renewal capital projects. The full amount of the proceeds were placed in the Urban Renewal Capital
Projects Fund. After the end of the fiscal year it was determined that $163,000 of the bond proceeds could be used
for reimbursement of costs already paid on eligible projects. That money was paid out of the Urban Renewal Debt
Service Fund. Therefore, $163,000 of the money placed in the Urban Renewal Capital Projects Fund should have
gone into the Urban Renewal Debt Service Fund.

Urban Renewal Urban Renewal
Debt Service Fund Capital Projects Fund Total
Fund balance - beginning, as originally reporte: $ 149,054 $ 1,538,021 $ 1,687,075
Effect of restatement 163,000 (163,000) -
Fund balance - beginning, as restated $ 312,054 $ 1,375,021 $ 1,687,075
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Schedule of Revenues, Expenditures, and Changes in Fund Balance -
Budget and Actual
For the Year Ended June 30, 2018

Budgeted Amounts

Actual Variance with
Original Final Amounts Final Budget
Revenues
Miscellaneous $ 7,900 $ 7,900 $ 15,860 $ 7,960
Total revenues $ 7,900 $ 7,900 $ 15,860 $ 7,960
Expenditures
Materials and services 262,167 262,167 157,617 104,550
Capital outlay 1,132,000 1,132,000 1,071,392 60,608
Contingency 51,631 51,631 - 51,631
Total expenditures 1,445,798 1,445,798 1,229,009 216,789
Excess (deficiency) of revenues over
(under) expenditures (1,437,898) (1,437,898) (1,213,149) 224,749
Other Financing Sources (Uses)

Interagency loan proceeds 212,876 212,876 116,952 (95,924)
Net Change in fund balances (1,225,022) (1,225,022) (1,096,197) 128,825
Fund balance, beginning as reported 1,225,022 1,225,022 1,538,021 312,999

Restatement - - (163,000) (163,000)
Fund balance, beginning restated 1,225,022 1,225,022 1,375,021 149,999
Fund balance, ending $ - % - $ 278824 $ 278,824
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Urban Renewal Debt Service Fund
Schedule of Revenues, Expenditures, and Changes in Fund Balance -
Budget and Actual
For the Year Ended June 30, 2018

Budgeted Amounts

Actual Variance with
Original Final Amounts Final Budget
Revenues
Property taxes $ 176,710 $ 176,710 $ 204,046 $ 27,336
Miscellaneous 2,400 2,400 4,515 2,115
Total revenues 179,110 179,110 208,561 29,451
Expenditures
Interagency debt service
Principal 256,543 256,543 174,567 81,976
Interest 57,362 57,362 56,028 (1,334)
Total expenditures 313,905 313,905 230,595 80,642
Net Change in fund balances (134,795) (134,795) (22,034) 110,093
Fund balance, beginning as reported 300,732 300,732 149,054 (151,678)
Restatement - - 163,000 163,000
Fund balance, beginning restated 300,732 300,732 312,054 11,322
Fund balance, ending $ 165,937 $ 165,937 $ 290,020 $ 121,415
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INDEPENDENT AUDITOR’S REPORT
ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH OREGON STATE REGULATION

Agency Officials
McMinnville Urban Renewal Agency
McMinnville, Oregon

We have audited the basic financial statements of the McMinnville Urban Renewal Agency, a component
unit of the City of McMinnville, Oregon, as of and for the year ended June 30, 2018 and have issued our
report thereon dated December 27, 2018. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and the provisions of the Minimum Standards of Audits
of Oregon Municipal Corporations, prescribed by the Secretary of State.

Compliance

As part of obtaining reasonable assurance about whether the McMinnville Urban Renewal Agency’s
financial statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, including the provisions of Oregon
Revised Statutes as specified in the Oregon Administrative Rules 162 of the Minimum Standards for Audits
of Oregon Municipal Corporations, noncompliance with which could have a direct and material effect on
the determination of financial statement amounts:

e Deposits of public funds with financial institutions (ORS Chapter 295).

e Indebtedness limitations, restrictions, and repayments.

o Budgets legally required (ORS Chapter 294).

e Insurance and fidelity bonds in force or required by law.

e Programs funded from outside sources.

e Highway revenues used for public highways, roads, and streets. The McMinnville Urban Renewal
Agency does not receive highway revenue.

e Authorized investment of surplus funds. (ORS Chapter 294).

e Public contracts and purchasing (ORS Chapters 279A, 279B, and 279C).

e Accountability for collecting or receiving money by elected officials. The McMinnville Urban
Renewal Agency does not have any elected officials collecting or receiving money.

However, providing an opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. In connection with our testing, nothing came to our
attention that caused us to believe the McMinnville Urban Renewal Agency was not in substantial
compliance with certain provisions of laws, regulations, contracts, and grants, including the provisions of
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Oregon Revised Statutes as specified in the Oregon Administrative Rules 162-10-000 through 162-10-330
of the Minimum Standards for Audits of Oregon Municipal Corporations.

OAR 162-10-0230 Internal Control

In planning and performing our audit, we considered the McMinnville Urban Renewal Agency’s internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate in
the circumstances for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the McMinnville Urban Renewal Agency’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the McMinnville Urban
Renewal Agency’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s
financial statements will not be prevented, or detected and corrected on a timely basis. A significant
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with Minimum
Standards of Audits of Oregon Municipal Corporations, prescribed by the Secretary of State, in considering
the entity’s internal control and compliance. Accordingly, this communication is not suitable for any other

purpose.

For Merina & Company, LLP
West Linn, Oregon
December 27, 2018
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