OFFICIAL STATEMENT DATED OCTOBER 3, 2000

$1,800,000
City of West Linn

Clackamas County, Oregon
Limited Water System Revenue Bonds, Series 2000

DATED: October 1, 2000 DUE: October 1, as shown below

RATING—Nonrated.

BANK QUALIFIED—The City has designated the Series 2000 Bonds as “qualified tax-exempt obligations” for banks, thrift
institutions and other financial institutions. See “Tax Exemption” herein for a discussion of this designation.

BOOK-ENTRY ONLY—The Series 2000 Bonds will be issued as fully registered bonds in denominations of $5,000, or
integral multiples thereof, and will be registered in the name of Cede & Co., as bond owner and nominee for The
Depository Trust Company (“DTC”). DTC will act as securities depository for the Series 2000 Bonds. Purchasers will
not receive certificates representing their interest in the Series 2000 Bonds purchased.

PRINCIPAL AND INTEREST PAYMENTS—Interest on the Series 2000 Bonds will be paid on April 1, 2001 and semiannually
thereafter on October 1 and April 1 of each year to the maturity or earlier redemption of the Series 2000 Bonds. The
principal of and interest on the Series 2000 Bonds will be payable by the City’s Paying Agent, currently U.S. Bank
Trust National Association, Portland, Oregon, to DTC which, in turn, will remit such principal and interest to the DTC
Participants for subsequent disbursement to the Beneficial Owners of the Series 2000 Bonds. Interest on the Series
2000 Bonds will be credited to the Bondowners by the DTC Participants. Principal of and interest on the Series 2000
Bonds will be payable to the persons in whose nhames such Series 2000 Bonds are registered, at the address appearing
upon the registration books on the 15t day of the month preceding a payment date.

MATURITY SCHEDULE—

Interest Price or Interest Price or
Due Amounts Rates Yields Due Amounts Rates Yields
2001 $50,000 4.70% 4.70% 2006 $65,000 5.40% 5.40%
2002 55,000 4.90% 4.90% 2007 70,000 5.45% 5.45%
2003 55,000 5.05% 5.05% 2008 75,000 5.50% 5.50%
2004 60,000 5.20% 5.20% 2009 80,000 5.55% 5.55%
2005 65,000 5.30% 5.30% 2010 80,000 5.60% 5.60%

$485,000 5.75% Term Bond due October 1, 2015 @ 5.875%

$660,000 6.00% Term Bond due October 1, 2020 @ 6.125%
(Plus accrued interest from the Dated date)

REDEMPTION—The Series 2000 Bonds are subject to redemption prior to their stated maturities as further described herein.

SECURITY—The Series 2000 Bonds are not general obligations of the City. Pledged Revenues are defined by the Resolution
to mean Gross Revenues, the Water Fund, the Water Fund Debt Service Account, and the Water Debt Reserve
Account, any unexpended interest earnings on any of the foregoing Bond proceeds, Reimbursement Fee Systems
Development Charges on deposit in the Water SDC Reimbursement Fund and any amounts available under any
Reserve Equivalent and any amounts subsequently pledged to pay the Bonds, including amounts in the Water SDC
Fund.

DELIVERY—The Series 2000 Bonds are offered for sale to the Underwriter subject to the final approving legal opinion of
Preston Gates & Ellis LLP, Portland, Oregon (“Bond Counsel”). Certain matters will be passed upon for the
Underwriter by Ater Wynne LLP (“Underwriter’s Counsel”) It is expected that the Series 2000 Bonds will be available
for delivery at the facilities of Depository Trust Company in New York, New York or to the Paying Agent on behalf of
the Depository Trust Company on or about October 10, 2000.

In the opinion of Preston Gates & Ellis LLP, Bond Counsel, under existing law and assuming compliance by the City with certain tax covenants
described herein, interest on the Series 2000 Bonds is excluded from gross income for federal income tax purposes and is not a specific item of tax
preference for purposes of determining the federal alternative minimum tax imposed on individuals and corporations. In the further opinion of Bond
Counsel, interest on the Series 2000 Bonds is exempt from present personal income tax imposed by the State of Oregon.

This cover page contains certain information for quick reference only. It is not a summary of the issue. Investors must read the entire
Official Statement to obtain information essential to the making of an informed investment decision.

BB ScATTLE-NORTHWEST
._.. SECURITIES CORPORATION



City of West Linn, Oregon
22500 Salamo Road
mailing address: PO Box 29
West Linn, Oregon 97068
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Portland, Oregon Portland, Oregon
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U.S. Bank Trust National Association Economic and Engineering Services, Inc.
Portland, Oregon Portland, Oregon

This Official Statement does not constitute an offer to sell the Series 2000 Bonds in any jurisdiction in which or to a person to
whom it is unlawful to make such an offer. No dealer, salesperson or other person has been authorized by the City or the
Underwriter to give any information or to make any representations, other than those contained herein, in connection with the
offering of the Series 2000 Bonds and, if given or made, such information or representations must not be relied upon. The
information set forth herein has been obtained from sources which are believed to be current and reliable, but it is not guaranteed
as to accuracy or completeness and it is not to be construed as a representation by the Underwriter. Estimates and opinions are
included and should not be interpreted as statements of fact. Summaries of documents do not purport to be complete statements
of the provisions. The information and expressions of opinion herein are subject to change without notice, and neither the
delivery of this Official Statement nor any sale made hereunder will, under any circumstances, create an implication that there
has been no change in the affairs of the City since the date hereof.

In connection with this offering, the Underwriter may over allot or effect transactions that stabilize or maintain the market price
of the bonds at levels above those which might otherwise prevail in the open market. Such stabilizing, if commenced, may be
discontinued at any time.
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OFFICIAL STATEMENT

City of West Linn
Clackamas County, Oregon

$1,800,000
Limited Water System Revenue Bonds, Series 2000

City of West Linn, Clackamas County, Oregon (the “City”), a municipal corporation duly organized and
existing under and by virtue of the laws of the State of Oregon (the “State”) furnishes this Official Statement in
connection with the offering of $1,800,000 aggregate principal amount of Limited Water System Revenue
Bonds, Series 2000, dated October 1, 2000 (the “Series 2000 Bonds”). This Official Statement, which includes
the cover page and appendices, provides information concerning the City and the Series 2000 Bonds.

Capitalized words or phrases have the meanings given to such words or phrases in the Resolution attached
hereto as Appendix B.

Description of the Bonds

Principal Amount, Date, Interest Rates and Maturities

The Series 2000 Bonds will be issued in the aggregate principal amount of $1,800,000 and will be dated and
bear interest from October 1, 2000. The Series 2000 Bonds will mature on the dates and in the principal
amounts and will bear interest (payable semiannually on April 1 and October 1, first interest payable April 1,
2001) until the maturity or earlier redemption of the Series 2000 Bonds at the rates set forth on the cover of this
Official Statement. Interest on the Series 2000 Bonds will be computed on the basis of a 360-day year consisting
of twelve 30-day months.

Redemption Provisions

Optional Redemption. The Series 2000 Bonds maturing in years 2001 through 2010, inclusive, are not subject to
optional redemption prior to maturity. The Series 2000 Bonds maturing on and after October 1, 2011 are
subject to redemption at the option of the City, in whole or in part on any date, on and after October 1, 2010 at
the price of par, plus accrued interest, if any, to the date of redemption.

Mandatory Redemption.  Unless previously called under the provisions for optional redemption, the Term
Bonds maturing on October 1, 2015, and October 1, 2020, are subject to mandatory redemption by lot by the
Paying Agent on October 1 of the following years in the following principal amounts, at a price of par plus
accrued interest to the date of redemption.

2015 Term Bond 2020 Term Bond
Year Amount Year Amount
2011 $ 85,000 2016 $ 115,000
2012 90,000 2017 125,000
2013 95,000 2018 130,000
2014 105,000 2019 140,000
2015 110,000* 2020 150,000*

$ 485,000 $ 660,000

* Final maturity.

Notice of Redemption (DTC). So long as the Series 2000 Bonds are in book-entry only form, the Paying Agent
will notify DTC of an early redemption not less than 30 days prior to the date fixed for redemption, and will



provide such information as required by a letter of representation submitted to DTC in connection with the
issuance of the Series 2000 Bonds.

Notice of Redemption (No DTC). During any period in which the Series 2000 Bonds are not in book-entry only
form, unless waived by any Owner of the Series 2000 Bonds to be redeemed, official notice of any redemption
of Series 2000 Bonds will be given by the Paying Agent on behalf of the City by mailing a copy of an official
redemption notice by first class mail, postage prepaid, at least 30 days and not more than 60 days prior to the
date fixed for redemption, to the Bondowners of the Series 2000 Bonds to be redeemed at the address shown on
the bond register or at such other address as is furnished in writing by such Owner to the Paying Agent.

Paying Agent and Registration Features

The Series 2000 Bonds will be issued as fully registered obligations and, when issued, will be registered in the
name of CEDE & Co. as Series 2000 Bond Owner and as nominee for The Depository Trust Company (“DTC”),
New York, New York. DTC will act as securities depository for the Series 2000 Bonds. Individual purchases
and sales of the Series 2000 Bonds may be made in book-entry form only in minimum denominations of $5,000
within a single maturity and integral multiples thereof. Purchasers (“Beneficial Owners”) will not receive
certificates representing their interest in the Series 2000 Bonds.

The principal of and interest on the Series 2000 Bonds will be payable by the City’s “Paying Agent”, currently
U.S. Bank Trust National Association, Portland, Oregon, or such other or additional offices as may be specified
to the City by the Paying Agent, to DTC, which, in turn, is obligated to remit such principal and interest to its
participants for subsequent disbursement to the Beneficial Owners of the Series 2000 Bonds, as further
described in Appendix E attached hereto. Interest on the Series 2000 Bonds will be credited to the Beneficial
Owners by the DTC Participants.

Book-Entry Bonds

DTC will act as securities depository for the Series 2000 Bonds. The ownership of one fully registered
obligation for each maturity of the Series 2000 Bonds, as set forth on the cover of this Official Statement, each in
the aggregate principal amount of such maturity, will be registered in the name of Cede & Co., as hominee for
DTC. See Appendix E attached hereto for additional information.

Procedure in the Event of Revisions of Book-Entry Transfer System. If DTC resigns as the securities depository and
the City is unable to retain a qualified successor to DTC, or the City has determined that it is in the best interest
of the City not to continue the book-entry system of transfer or that interests of the Beneficial Owners of the
Series 2000 Bonds might be adversely affected if the book-entry system of transfer is continued, the City will
execute, authenticate and deliver at no cost to the Beneficial Owners of the Series 2000 Bonds or their nominees,
Series 2000 Bonds in fully registered form, in the denomination of $5,000 or any integral multiple thereof
within a maturity. Thereafter, the principal of the Series 2000 Bonds will be payable upon due presentment
and surrender thereof at the principal office of the Series 2000 Bond Registrar; interest on the Series 2000 Bonds
will be payable by check or draft mailed or by wire transfer (wire transfer will be made only if so requested in
writing and if the registered owner owns at least $1,000,000 par value of the Series 2000 Bonds) to the persons
in whose names such Series 2000 Bonds are registered, at the address appearing upon the registration books on
the 15t day of the month preceding an interest payment date, and the Series 2000 Bonds will be transferable as
provided in the Resolution (defined below).

Authority for Issuance

The City is authorized to issue revenue bonds pursuant to the terms and provisions of Oregon Revised Statutes
288.805 to 288.945 (the “Uniform Revenue Bond Act”), inclusive, and Resolution No. 00-41, adopted
September 25, 2000, to finance the cost of construction of improvements to the City’s Water System and all
costs incidental thereto. The City is authorized to pledge for the payment of the Series 2000 Bonds, the
revenues as defined in Oregon Revised Statutes 288.805(7), generated from the City’s Water System and, as
such, the Series 2000 Bonds are not general obligation bonds of the City.



Charter Limitation. The City’s issuance of revenue bonds for utilities is limited by Section 44 of the City
Charter, which states, in part, that no utility rate increase may exceed 5 percent in any calendar year without
voter approval (the “Charter Rate Limitation”). See “Rate Covenant” herein.

Purpose and Use of Proceeds

Purpose

The proceeds from the sale of the Series 2000 Bonds will be used to finance Water System improvements and
pay the costs of issuance of the Series 2000 Bonds. The City will fund the Water Debt Reserve Account out of
available funds of the City.

The Series 2000 Bonds are part of an overall financing program to provide for capital maintenance projects,
including structural repairs, improved access and repair to the 1-205 Transmission Main, booster pump station
improvements and other improvements as described in the City's Water System Master Plan, dated April 12,
1999. These projects, along with other proposed future additions, betterments and extensions to the Water
System are herein referred to as “the Projects.” The funds required for completion of the Projects will be
provided from the proceeds of the Bonds, additional borrowings, other funds available to the City and all or
certain system development charges.

The City currently has no outstanding debt associated with the Water System.

Sources and Uses of Funds
The proceeds of the Series 2000 Bonds (less accrued interest) are estimated to be applied as follows:

Sources of Funds

Par Amount of Series 2000 Bonds $ 1,800,000

Less: Original Issue Discount (15,446)
Plus: City Contribution 154,580

Total Sources of Funds $ 1,939,134

Uses of Funds

Project Requirements $ 1,647,598

Water Debt Reserve Account 154,580

Costs of Issuance 136,956

Total Uses of Funds $ 1,939,134

The City of West Linn and South Fork Water Board

Overview

In 1915, the Cities of West Linn and Oregon City entered into a contractual relationship to form a joint
commission known today as the South Fork Water Board (“South Fork™) to provide water supply and
treatment facilities for the two cities. This agreement has subsequently been updated, most recently in 1996.
South Fork is an ORS 190 organization. Under the agreement, the debts and liabilities of South Fork, unless
otherwise agreed or unless either city has expressly incurred the debt obligation on its own behalf, shall be
shared equally by the two cities. The agreement could be amended to provide for a different distribution of
debt. By statute, if the parties have not provided for a particular distribution of debt, it would be considered a
joint and several liability of the parties to the agreement. The water source is the Clackamas River. South Fork
operates a conventional water treatment plant. This plant is located on the south side of the Clackamas River
near its confluence with the Willamette River. The South Fork system includes an intake, a water treatment
plant, and a transmission pipeline to a pump station located on Division Street in Oregon City.



South Fork Indebtedness

South Fork currently has outstanding revenue bond debt that is secured by the payments for water purchases
made by the Cities and sales of water to other entities. These revenue bonds have standard rate covenants
whereby rate increases may be necessary to meet required coverage tests. Such rate increases would likely be
passed through to the Cities in the form of higher costs for water purchases.

Relationship Between South Fork Indebtedness and Series 2000 Bonds

The City of West Linn’s Series 2000 Bonds will be secured by a pledge of Pledged Revenues, which includes
Gross Revenues of its Water Fund and other available funds (see “Security for the Series 2000 Bonds,” herein).
As such, payments made for debt service on the Series 2000 Bonds will be made prior to payments to South
Fork for purchases of water and, effectively, prior to payments on South Fork’s outstanding bonds.

Further, payments to South Fork may be made from any available resource of the Cities, including their
respective general funds. Therefore, if funds in the Water Fund are insufficient to pay both debt service on the
Series 2000 Bonds and any payments to South Fork, the City would be obligated to make payments on the
Series 2000 Bonds first, and would be obligated to use other available resources to satisfy their obligation to
South Fork, as necessary.

Impact of Charter Rate Limitation

Section 44 of the City’s Charter provides that utility rate increases may not increase by more than 5% in any
calendar year without voter approval. (See “Authorization for Issuance” and “Rate Covenant,” herein.)
Should the City increase the rates in its Water Fund by the maximum amount and funds not be sufficient to
pay both debt service on the Series 2000 Bonds and for the purchase of water, the City would be obligated to
make payments on the Series 2000 Bonds first and to use other available resources to satisfy their obligation to
South Fork, as necessary.

Security for the Series 2000 Bonds

Pledged Revenues

The City pledges the Pledged Revenues to the payment of principal and interest on all Bonds. The Pledged
Revenues so pledged and hereafter received by the City shall immediately be subject to the lien of such pledge
without any physical delivery or further act, and the lien of the pledge shall be superior to all other claims and
liens whatsoever to the fullest extent permitted by ORS 288.594(2).

Pledged Revenues are defined by the Resolution to mean Gross Revenues, the Water Fund, the Water Fund
Debt Service Account, and the Water Debt Reserve Account, any unexpended interest earnings on any of the
foregoing Bond proceeds, Reimbursement Fee Systems Development Charges on deposit in the Water SDC
Reimbursement Fund and any amounts available under any Reserve Equivalent and any amounts
subsequently pledged to pay the Bonds, including amounts in the Water SDC Fund.

Gross Revenues are defined by the Resolution to mean all fees and charges resulting from operation of the
Water System from a current Fiscal Year, revenues from product sales and any interest earnings and other
revenues required to be placed in the Water Fund under this Resolution; however, Gross Revenues do not
include:

e any payments of improvement assessments levied against benefited properties;

» the proceeds of any grants;

» the proceeds of any borrowing for capital improvements except as provided in the Resolution;
» the proceeds of any liability or other insurance;

» the proceeds of any casualty insurance which the City intends to utilize for repair or replacement of the
Water System;

» proceeds of sales of assets pursuant to the Resolution;
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» Reimbursement Fee Systems Development Charges;
* Improvement Fee Systems Development Charges;

» System Development charges collected for and on behalf of South Fork or any other governmental entity;
and

» ad valorem taxes or other taxes imposed by the City.

Flow of Funds

All Gross Revenues will be deposited to or maintained in the Water Fund. As long as any Bonds remain issued
and outstanding, the Gross Revenues (and if the Gross Revenues are not sufficient, all other Pledged Revenues)
received by the City each month will be credited to the following accounts and used solely for the following
purposes in the following order of priority:

« Not later than the 25t day of each month (or the next business day if the 25t day is not a business day) (the
“Deposit Date), commencing with the first Deposit Date after the closing of the Series 2000 Bonds, the City
will make a substantially equal monthly credit to the Water Debt Service Account so that an amount at
least equal to the next scheduled Bond interest payment is credited to Water Debt Service Account on the
Deposit Date immediately preceding that scheduled Bond interest payment date;

* Not later than the Deposit Date of each month, commencing with the first Deposit Date after the closing of
the Series 2000 Bonds has been made, the City will make a substantially equal monthly credit to the Water
Debt Service Account so that an amount at least equal to the next scheduled Bond principal payment is
credited to Water Debt Service Account on the Deposit Date immediately preceding that scheduled Bond
principal payment date;

e On the Deposit Date of each month which immediately precedes a scheduled Bond principal or interest
payment date, the City shall credit to the Water Debt Service Account any amount which is required to
make the balance in that account equal to the amount which is scheduled to be paid on that Bond principal
or interest payment date;

* Not later than the Deposit Date of each month, the City shall credit to the Reserve Account the amount
necessary to meet the Required Reserve, if any;

e Pay principal or interest on Subordinate Obligations,
e Pay Operating Expenses,
* Credit the Rebate Account,

« Pay Taxpayer Refunds. Taxpayer Refunds are defined by the Resolution to mean any refunds or other
amounts payable by the City to any taxpayer, rate payer or other party as may be required by the terms of
the Taxpayer Protection Initiative, if approved by the voters on November 7, 2000, or any other measure
containing a substantially similar requirement as determined by the City; and

e For any lawful purpose, including paying for costs of acquiring property and equipment, making
additions, betterments, improvements and repairs to and extensions to replacements of the Water System
and redeeming or purchasing Bonds and Subordinate Obligations.

Funds and Accounts

Water Debt Service Account. The City has created the Water Debt Service Account within the Water Fund. The
City will hold amounts in the Water Debt Service Account in trust for the benefit of Bondowners, and shall use
amounts in the Water Debt Service Account only to pay Bond principal and interest.

Water Debt Reserve Account. The City has created the Water Debt Reserve Account within the Water Fund. The
City is required to maintain within the Water Debt Reserve Account the “Required Reserve”, which is defined
by the Resolution to mean the lesser of Maximum Annual Debt service on all Outstanding Bonds or the amount
described in the next sentence. If, at the time of issuance of a series of Bonds, the amounts required to be added
to the Bond Reserve Account to make the balance in the Bond Reserve Account equal to the Maximum Annual
Debt Service exceeds the Tax Maximum calculated with respect to that Series, then the Reserve Requirement
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means the Reserve Requirement in effect on the date of the issuance of the Series of Bonds (calculated as if the
series of Bonds were not Outstanding), plus the Tax Maximum for the series of Bonds.

The Tax Maximum is defined by the Resolution to mean for any series of Bonds, the lesser of: the greatest
amount of principal, interest and premium, if any, required to be paid in any Fiscal Year on such Series; 125%
of average amount of principal, interest and premium, if any, required to be paid on such series during all
Fiscal Years in which such series will be Outstanding, calculated as of the date of issuance of such series; or, ten
percent of the proceeds of such Series, as “proceeds” is defined for purposes of Section 148(d) of the Code.

Amounts credited to the Water Debt Reserve Account will be held in trust for the benefit of Bondowners, and
shall be used solely to pay Bond principal and interest, and only if the balance in the Water Debt Service
Account is not sufficient to pay Bond principal and interest payments when due.

If the amount credited to the Water Debt Service Account is less than the amount required to pay Bond
principal or interest, the City shall transfer from the Water Debt Reserve Account to the Water Debt Service
Account an amount sufficient to make the balance in the Water Debt Service Account at least equal to the
amount required to pay Bond principal and interest which is due.

The City covenants with the Bondowners that the City shall maintain a balance in the Reserve Account at least
equal to the Required Reserve, credited from the Pledged Revenues. However, the City is not prohibited from
depositing other funds in the Reserve Account.

In the event the amount credited to the Reserve Account is less than the Required Reserve, the City shall make
substantially equal monthly payments in an amount which is sufficient to eliminate the deficiency within
twelve months after the date of the deficiency. In the event the amount credited to the Reserve Account is
more than the Required Reserve, any such excess may be credited any other account within the Water Debt
Service Account.

Permitted Investments

Monies in the Reserve Account and Construction Fund may only be invested in those investments authorized
by Oregon Law for the City. Such investments shall be for a period of no more than five years or the final
maturity of the Bonds, whichever is less.

The value of investments in each Reserve Account shall be determined as of November 15 and May 15 of each
Fiscal Year. Investments credited to the Reserve Account which mature in one year or more shall be valued at
the lesser of their cost or market value. If on the fifth business day after the date of the valuation the amount
on deposit in the Reserve Account is in excess of the Reserve Requirement (with investments on deposit therein
being valued as provided herein), the City shall withdraw such excess and transfer it to the Water Debt Service
Account. If on the fifth business day after the date of the valuation the amount on deposit in the Reserve
Account is less than the Reserve Requirement the City shall commence making credits to the Reserve Account
as described above.

Rate Covenant

In the Resolution, the City has covenanted that it will impose rates, fees and charges for the Water System each
Fiscal Year which are sufficient to generate Net Operating Revenues, which are defined in the Resolution as the
Gross Revenues less the Operating Expenses, at least equal to 130 percent of the Annual Debt Service for that
Fiscal Year.

Operating Expenses are defined in the Resolution as all payments made from the Water Fund for expenses
incurred for operation, maintenance and repair of the Project and the Water System, including but not limited
to administrative expenses, payments for water purchased from South Fork, financial and auditing expenses,
insurance premiums, taxes, legal and engineering expenses relating to operation and maintenance of the Water
System, payments and reserves for pension, retirement, health, hospitalization, and sick leave benefits, and any
other similar expenses to be paid to the extent properly and directly attributable to operations of the Water
System. Operating Expenses do not include: (a) debt service payments; (b) any rebates paid from Gross



Revenues under Section 148 of the Code; (c) depreciation and amortization of property, values or losses; (d) all
amounts treated for accounting purposes as payments for capital expenditures; (e) capital transfers and outlays
which include, without limitation, transfers to capital construction accounts and expenditures for renewals and
replacements; (f) Taxpayer Refunds (except for purposes of the rate covenant, as described below); and (g)
extraordinary and nonrecurring expenditures (such as expenditures for Water System damage or destruction
and for damage or destruction of persons or property), and expenditures for professional and consultant
services related to long range planning and borrowings to finance the Water System (such as expenditures for
the services of a Qualified Consultant which are required by the Water Resolution, for Water System master
planning, for ratemaking services, and for financial and engineering feasibility studies.

Historical Review. Compliance with the rate covenant shall be determined in good faith by the City no later
than 30 days after the end of each Fiscal Year, based on the best financial information and estimates reasonably
available to the City at that time. If that determination indicates that the City failed to generate Net Operating
Revenues for the prior Fiscal Year which were at least 130% of the Annual Debt Service for that Fiscal Year, it
shall not constitute an Event Of Default if the City takes all of the following actions:

» As quickly as feasible, the City raises rates up to the maximum allowed under the Charter Rate Limitation
for the current calendar year.

* Within 20 days after the determination is made, the City obtains a report of a Qualified Consultant
recommending changes in the schedule of rates and charges (including changes which require voter
approval) or other actions which the Qualified Consultant reasonably projects will permit the City to
produce Net Operating Revenues in that Fiscal Year which are at least 130 percent of the Annual Debt
Service for the Fiscal Year in which the report is filed.

« Within 90 days after the report is filed, the City commences and diligently pursues implementation of the
recommendations of the Qualified Consultant which do not require voter approval under the Charter Rate
Limitation.

« Within 14 days after the report is filed, the City calls an election for the next available election date to
authorize rates to be raised at least as high as those recommended by the Qualified Consultant, if the
Qualified Consultant recommends rate increases that require voter approval under the Charter Rate
Limitation.

« If the voters approve an increase in rates, the City implements a rate increase at least as great as that
recommended by the Qualified Consultant as promptly as practicable after the county election official
provides the City with an abstract of votes from the election. The failure of the voters to approve an
increase in rates shall not in and of itself constitute an Event of Default.

Projected Review. Not later than 30 days after the City adopts its initial budget for each Fiscal Year, the City
Official shall prepare and file with the Council a projection showing the expected Net Operating Revenues,
adjusted for anticipated rate increases and changes in operations, and Annual Debt Service for the budgeted
Fiscal Year. The City covenants to raise rates at the times and to the extent assumed in the projection, to the
extent permitted by the Charter Rate Limitation.

« If the projection indicates that Net Operating Revenues will be less than 150 percent of Annual Debt
Service, the City covenants to raise rates during that budgeted Fiscal Year as quickly as possible and to the
greatest extent permitted by the Charter Rate Limitation.

« If the projection indicates that Net Operating Revenues will be less than 130 percent of Annual Debt
Service the City shall take all necessary actions within its control to meet the 130 percent level, including
calling an election to raise rates above the maximum allowed under the Charter Rate Limitation at the next
available election.

Parity Obligations

The City has covenanted in the Resolution that it will not issue Bonds or other obligations having a claim
superior to the claim of the Bonds upon the Pledged Revenues.



All Parity Obligations will have a lien on the Pledged Revenues which is equal to the lien of the Bonds and all
other Parity Obligations.

The City may issue Parity Obligations to provide funds for any purpose relating to the Water System which is
authorized by law, but only upon the following conditions:

* No Default has occurred and is continuing; and

« At the time of the issuance of the Parity Obligations there is no deficiency in the Water Debt Service
Account and the Debt Service Reserve Account; and

» The Resolution authorizing the issuance of the Parity Obligations requires that a deposit be made at closing
sufficient to bring the balance in the Reserve Account equal to the Required Reserve for all Outstanding
Bonds, including the proposed Parity Obligations.

In addition, the City must obtain and have on file either:
» acertificate of a Qualified Consultant certifying that:

(1) the Gross Revenues for the Base Period, which is defined by the Resolution to be any 12 consecutive
months during the 18 months preceding the date of issuance of a series of Parity Obligations, were
equal to or exceeded 3.00 times the Maximum Annual Debt Service on all then Outstanding Bonds,
with the proposed Parity Obligations treated as Outstanding; and,

(2) the Net Operating Revenues in the Base Period equaled or exceeded 1.25 times Maximum Annual
Debt Service on all then Outstanding Bonds, with the proposed Parity Obligations treated as
Outstanding; or

» acertificate of a Qualified Consultant certifying that:

(1) the Gross Revenues for the Base Period equaled or exceeded 3.00 times the Maximum Annual Debt
Service on all then Outstanding Bonds, with the proposed Parity Obligations treated as Outstanding;
and,

(2) the Net Operating Revenues are projected to equal or exceed 1.25 times Maximum Annual Debt
Service on all Bonds after such Parity Obligations are issued.

When making projections, the Qualified Consultant may include changes in rates and charges that are to be
implemented subsequent to the Base Period if they do not exceed the Charter Limitation or any other
applicable limitation on the ability of the City to increase rates, fees or charges without voter approval, and
estimated changes in sales and users of the Water System.

Notwithstanding other provisions of the Resolution, the City may issue Parity Obligations to refund
Outstanding Bonds if the required debt service of the refunding Bonds does not exceed the debt service for the
refunded Bonds by more than $5,000 in any Fiscal Year. Also, the City may issue bond anticipation notes or
enter into similar financing agreements having a principal maturity of less than 18 months which are payable
from Bond proceeds and Pledged Revenues.

Subordinate Obligations

The City may issue Subordinate Obligations to provide funds for any purpose authorized by law, provided no
default has occurred and is continuing and the City has received a certificate of a Qualified Consultant that
certifies that Gross Revenues for any 12 consecutive months during the 18 months preceding the date of
issuance of the Subordinate Obligations were equal to or exceeded 3.00 times the sum of the Maximum Annual
Debt Service of the then Outstanding Subordinate Obligations and the proposed Subordinate Obligations; and
that Net Operating Revenues in any 12 consecutive months immediately preceding the issuance of such
Subordinate Obligations were equal to or exceeded 1.10 times Maximum Annual Debt Service on the
Outstanding Subordinate Obligations and the Subordinate Obligations proposed to be issued.



All Subordinate Obligations shall have a lien on the Pledged Revenues which is subordinate to the lien of all
Bonds, including Parity Obligations

Additional Covenants
In the Resolution, the City has also covenanted as follows:

That it will promptly pay principal and interest on the Bonds as they become due.

That it will maintain complete books and records relating to the operation of the Water System, and all City
funds and accounts in accordance with generally accepted accounting principles, and will cause such books
and records to be audited annually at the end of each Fiscal Year, and an audit report prepared by the
Auditor and made available for the inspection of Bondowners.

That it will operate the Water System in a sound, efficient and economic manner.

That it will at all times maintain with responsible insurers all such insurance on the Water System as is
customarily maintained with respect to works and properties of like character against accident to, loss of or
damage to such works or properties. If any useful part of the Water System is damaged or destroyed, such
part will be restored to use unless there has been filed with the City a certificate providing the opinion of a
Quialified Consultant that the insurance proceeds may be expended for other components of the Water
System such that the covenants contained in the Resolution may still be met. To the extent the part is not so
restored, or such certificate has not been filed, the monies collected from insurance proceeds will be
applied to the payment or redemption of the Bonds on a pro rata basis, and for such purpose paid into the
Water Debt Service Account. Any such insurance must be in the form of policies or contracts for insurance
with insurers of good standing and shall be payable to the City, or in the form of self-insurance by the City.
The City shall establish such fund or funds or reserves as are necessary to provide for its share of any such
self-insurance.

That it will not sell, mortgage or dispose of any part of the Water System in excess of five percent (5.0%) of
the Fix Assets, Net, of the Water System in service as stated in the City’s Annual Financial Report for the
previous Fiscal Year unless prior to such disposition there has been filed with the City a certificate of a
Quialified Consultant stating that such disposition will not impair the ability of the City to comply with the
rate covenants. The certificate may include a proposal for the payment, redemption or other defeasance of
a principal amount of Bonds. The City may dispose of any portion of the Water System that has become
unserviceable, inadequate, obsolete, or unfit to be used or no longer necessary for use in the operation of
the Water System.

That it will not take any action or omit any action if it would cause the Series 2000 Bonds to become
“arbitrage bonds” under Section 148 of the Code.

That it will operate the facilities financed with the Bonds so that the Series 2000 Bonds are not “private
activity bonds” within the meaning of Section 141 of the Code.

That it will comply with appropriate reporting requirements.

That it will pay, when due, all rebates on the gross proceeds of the Series 2000 Bonds which are required
under Section 148 of the Code.

Default
Any one of the following shall constitute Events of Default:

Failure to pay Bond principal or interest when due.
Failure to comply with the rate covenant

Failure to perform any other obligation of the City imposed by this Resolution or the Bonds, but only if the
failure continues for a period of more than ninety (90) days after demand has been made on the City by the
Bondowners representing more than 25% of all Bondowners to remedy the failure.



« If an order; judgment or decree shall be entered by any court of competent jurisdiction:
(1) appointing a receiver, trustee or liquidator for the City or the whole or any part of the Water System;

(2) approving a petition filed against the City seeking the bankruptcy, arrangement or reorganization of
the City under any applicable law of the United States or the State; or

(3) assuming custody or control of the City or of the whole or any part of the Water System under the
provisions of any other law for the relief or aid of debtors and such order, judgment or decree shall
not be vacated or set aside or stayed ( or, in case custody or control is assumed by said order, such
custody or control shall not be otherwise terminated) within sixty (60) days from the date of the entry
of such order, judgment or decree; or

» If the City shall:
(1) admit in writing its inability to pay its debts generally as they become due;

(2) file a petition in bankruptcy or seeking a composition of indebtedness under any state or federal
bankruptcy or insolvency law;

(3) make an assignment for the benefit of its creditors;
(4) consent to the appointment of a receiver of the whole or any part of the Water System; or

(5) consent to the assumption by any court of competent jurisdiction under the provisions of any other
law for the relief or aid of debtors of custody or control of the City or of the whole or any part of the
Water System.

It shall not constitute an Event of Default under the Resolution if the default cannot practicably be remedied
within 90 days after the City receives notice of the default or within 60 days, so long as the City promptly
commences reasonable action to remedy the default after the notice is received, and continuous reasonable
action to remedy the default until the default is remedied.

Remedies on Default

Whenever any Event of Default exists, Bondowners representing 51 percent or more of outstanding Bonds,
may, without any further demand or notice, exercise any remedy available at law or in equity, except that the
Property shall not be subject to foreclosure or attachment and the Bonds shall not be subject to acceleration.
Also, Bondowners representing 51 percent or more of the outstanding Bonds may appoint a commercial bank
with a reported capital and surplus in excess of $50 million as trustee (the “Trustee”) to represent the interests
of said Bondowners.

No Remedy Exclusive

No remedy conferred upon or reserved to Bondowners is intended to be exclusive and every such remedy shall
be cumulative and shall be in addition to every other remedy given under the Resolution now or hereafter
existing at law or in equity. No delay or omission to exercise any right or power accruing upon any default
shall impair any such right or power or shall be construed to be a waiver thereof but any such right or power
may be exercised from time to time and as often as may be deemed expedient. In order to entitle Bondowners
to exercise any remedy reserved to it in the Resolution it shall not be necessary to give any notice, other than
such notice as may be required in the Resolution.

Trustee Duties Upon Default

Upon the occurrence and during the continuance of any Event of Default, the Trustee may, and upon written
notice from the Bondowners of not less than a majority in aggregate principal amount of the Bonds at the time
outstanding may pursue any available remedy at law or in equity to enforce the payment of the principal of,
premium, if any, and interest on the outstanding Bonds, and to enforce any rights of the Trustee under or with
respect to the Resolution.

In addition, upon the occurrence of an Event of Default, and upon the filing of a suit or other commencement
of judicial proceedings to enforce the rights of the Trustee and of the Bondowners under the Resolution, the
Trustee will be entitled, as a matter of right, to the appointment of a receiver or receivers of the Gross Revenues
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and other amounts pledged under the Resolution, pending such proceedings, with such powers as the court
making such appointment may confer.

If an Event of Default has occurred and be continuing and if requested so to do by the Bondowners of at least
51% in aggregate principal amount of Outstanding Bonds and indemnified as provided in the Resolution,
Trustee will be obligated to exercise such one or more of the rights and powers conferred by this Resolution, as
the Trustee, being advised by counsel, deems most expedient in the interest of the Bondowners.

No Bondowner of any Bond has the right to institute any suit, action or proceeding at law or in equity, for any
remedy under the Resolution, unless:

» such Bondowner has previously given to the Trustee written notice of the occurrence of an Event of
Default;

« the Bondowners of a majority in aggregate principal amount of all the Bonds then outstanding have
requested the Trustee in writing to exercise its powers under the Resolution;

» said Bondowners have tendered to the Trustee indemnity reasonably acceptable to the Trustee against the
costs, expenses and liabilities to be incurred in compliance with such request; and

» the Trustee has refused or failed to comply with such request for a period of 60 days after such written
request has been received by the Trustee and said tender of indemnity is made to the Trustee.

A waiver of any Event of Default by any Bondowner will not affect any subsequent default or impair any rights
or remedies on the subsequent default. No delay or omission of any Bondowner of any of the Bonds to exercise
any right or power occurring upon any Event of Default will impair any such right to power or be construed to
be a waiver of any such Event of Default.

Pursuant to the Resolution, if the Trustee takes any judicial or other action in an Event of Default the Trustee
has full power in its direction with respect to any continuance, discontinuance, withdrawal, compromise,
settlement or other disposition of such action, unless opposed by the written request of the Bondowners of a
majority in aggregate principal amount of the Outstanding Bonds. The Trustee is appointed attorney-in-fact of
the Bondowners for the purpose of bringing any suit action or proceedings in an Event of Default.

Resolution is Contract

The covenants, representations, and warranties contained in this Resolution and each supplemental and
amending resolution adopted pursuant to this Resolution and any covenants, representations, and warranties
in the closing documents relating to each series of Bonds issued pursuant to this Resolution and such
supplemental and amending resolutions shall constitute contracts with the Bondowners of each such series of
Bonds, and shall be enforceable by the Bondowners.
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City of West Linn Water Fund
Historical Operating Results

(Years Ending June 30)

Historical
1996 1997 1998 1999 2000(1)

Revenues:

Revenue at Present Rates $ 1932669 $ 1542510 $ 1,527,901 1,754,388 $ 1,876,576

Rate Increase Revenues (2) - - - - 44,100

Interest Income 67,460 45,730 47,242 24,173 60,219

Connection Charges 42,498 48,061 48,147 81,279 50,000

Other Revenues 12,572 25,976 35,456 44,708 28,000
Total Revenues $ 2055199 $ 1,662,277 $ 1,658,746 1,904,548 $ 2,058,895
Operating Expenses

Personnel Services $ 321,478 $ 331,223 $ 337,445 330,030 $ 335,480

Materials and Services 579,665 292,150 294,926 436,376 283,722

Payments to South Fork 741,704 782,063 726,893 786,035 809,616

Payment in Lieu of Taxes 23,958 - - -
Administrative Charges 93,788 229,799 230,077 236,980 287,951
Total Operating Expenses $ 1,760593 $ 1635235 $ 1,589,341 1,789,421 $ 1,716,769
Net Income Available for Other Uses $ 294,606 $ 27,042 $ 69,405 115,127 $ 342,126

(1) - Estimated - Unaudited.
(2) - Rate increase of 5% on January 1, 2000.

Source: Feasibility Report, Economic & Engineering Services
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City of West Linn Water Fund

Projected Gross Revenue Debt Service Coverage
(Years Ending June 30)

20L(D 2002 2008 004 006

Revenues

Reanued Presat Rates $ 1,914,108 19230 $ 191437 $ 208,26 $ 207,82
Retelnoreese Revenues (2) 142936 207104 33076 AB772 634,567
Interest Inaame (3 61,218 5460 2421 58261 63772
Gonedion Charges (4) 51,750 53561 5436 57,376 59,334
Chea Revenues(4) 28980 209 3,04 2131 3B2XH
Total Revenues $ 21891 $ 232109 $ 256414 $ 2674806 $ 2,862,810
Debt Sarvice

TheBads, Sgries 2000 $ 512 $ 151,00 $ 1583547 $ 150811 $ 152868
FutureBands (5 - 56,670 5,670 187,447 187447
Total Debt Service $ 512 $ 00740 $ 20217 $ 3B $ 340315
Gross Revenue Debt Service Coverage (6) (7) 4301 1zr ne 791 841
Total Revenues Less Debt Service $ 214780 $ 21430 $ 2265197 $ 23659 $ 252255

(1) Budget.

(2) Rate increase of 5.0% effective January 1, 2001, 2002, 2003, 2004 and 2005.
(3) Based on fund balances and reinvestment rate.

(4) Projected based on 2000 budget and the rate of inflation.

(5) Assumes issuance of $650,000 in 2002 and $1.5 million in 2004.
(6) Total revenues/total debt service.
(7) These coverage calculations consider only Gross Revenues, rather than Pledged Revenues, Pledged Revenues include

Gross Revenues, System Development Charges and other funds.

Source: Feasibility Report, Economic & Engineering Services
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City of West Linn Water Fund
Projected Net Revenue Debt Service Coverage
(Years Ending June 30)

2001 (1) 2002 2003 2004 2005

Revenues:

Revenue at Present Rates $ 1,914,108 $ 1,952,390 $ 1,991,437 $ 2,031,266 $ 2,071,892

Rate Increase Revenues (2) 142,936 250,704 368,076 495,772 634,567

Interest Income (3) 61,218 55,460 59,421 58,261 63,772

Connection Charges (4) 51,750 53,561 55,436 57,376 59,384

Other Revenues (4) 28,980 29,994 31,044 32,131 33,255
Total Revenues $ 2,198,991 $ 2,342,109 $ 2,505,414 $ 2,674,806 $ 2,862,870
Operating Expenses

Personnel Services (5) $ 463660 $ 479,888 $ 496,684 $ 514,068 $ 532,061

Materials and Services (4) 303,240 313,853 324,838 336,208 347,975

Payments to South Fork (6) 835,038 877,291 921,682 968,319 1,017,316

Transfers (4) 306,090 316,803 327,891 339,367 351,245
Total Operating Expenses $ 1,908,028 $ 1,987,836 $ 2,071,096 $ 2,157,962 $ 2,248,597
Revenue Avaiable for Debt Service $ 290,963 $ 354274 $ 434318 $ 516,844 $ 614,273
Debt Service

The Bonds, Series 2000 $ 51,122 $ 151,070 $ 153547 $ 150,811 $ 152,868

Future Bonds (7) - 56,670 56,670 187,447 187,447

Total Debt Service $ 51,122 $ 207,740 $ 210,217 $ 338,258 $ 340,315
Net Revenue Debt Service Coverage (8) (9) 5.69 171 2.07 1.53 1.81
Net Income Available for Other Uses $ 239841 $ 146534 $ 224,101 $ 178586 $ 273,959
Water Fund Ending Balance $ 525400 $ 478,488 $ 504,302 $ 485536 $ 557,486

(1) Budget.

(2) Rate increase of 5.0% effective January 1, 2001, 2002, 2003, 2004 and 2005.

(3) Based on fund balances and reinvestment rate.

(4) Projected based on 2001 budget and the rate of inflation.

(5) Projected based on 2001 budget and inflation. 2001 budget includes two new labor positions.

(6) Based on water sales, water losses and increase in SFWB rates.

(7) Assumes issuance of $650,000 in 2002 and $1.5 million in 2004.5

(8) (Total revenues-total operating expenses)/total debt service.

(9) These coverage calculations consider only Gross Revenues, rather than Pledged Revenues, Pledged Revenues include
Gross Revenues, System Development Charges and other funds.

Source: Feasibility Report, Economic & Engineering Services

Bonded Indebtedness

The City may issue revenue bonds for “... any public purpose, which are secured by revenues [including
revenues of a public utility or system] either pledged or designated to be payable for such public purpose of
the public body [including improvements, projects or facilities financed by the revenue bonds of the public
utility or system] ...” pursuant to Oregon Revised Statutes 288.805 to 288.945 (the Uniform Revenue Bond Act).
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ORS Chapter 287 limits the amount of general obligation bonds that an Oregon city may have outstanding at
any time to three percent of the Real Market Value of the taxable property within the city. A lower limit may
be applied by the city’s charter. This statutory limitation does not apply to general obligation bonds issued for
water, sanitary or storm sewers, sewage disposal plants, hospitals, infirmaries, gas power, or lighting purposes,
or the acquisition, establishment, or reconstruction of any off-street motor vehicle parking facility nor to bonds
issued pursuant to application to pay assessments for improvements in installments under statutory or charter
authority (“Bancroft Bonds”) which are completely self-supporting.

The Series 2000 Bonds are revenue bonds, not subject to this debt limitation.

The City may issue tax anticipation notes in an amount which, in the aggregate, equal up to 80 percent of ad
valorem taxes upon real and personal property which have been levied and are in the process of collection for
the fiscal year in which the notes are issued, and 80 percent of other budgeted and unpledged revenues which
it is estimated will be received from other sources during the tax year.

Outstanding Long-Term Debt
(As of July 1, 2000)

Date of Date of Amount Amount

Revenue Bonds Issue Maturity Issued Outstanding*
Series 2000 (this issue) 10/01/00 10701720 $ 1,800,000 $ 1,800,000

Total Revenue Bonds $ 1,800,000 $ 1,800,000
General Obligation Bonds
Series 1993 Refunding 04/01/93 01/01/03 $ 1,415,000 $ 490,000
Series 1998 12/01/98 06/01/18 4,400,000 4,315,000
Series 1999 10/01/99 01/01/19 3,600,000 3,600,000

Total General Obligation Bonds $ 9,415,000 $ 8,405,000

Total Bonds (2) $ 11,215,000 $ 10,205,000

*  Borrowings do not include short-term internal fund borrowings.
Source: City of West Linn

Short-Term Borrowing

ORS 288.165(3) requires that obligations issued in anticipation of taxes or other revenues will not be issued in
an amount greater than 80 percent of the amount budgeted to be received in the fiscal year in which the
obligations are issued. The City does not have any notes outstanding at this time.

Source: City of West Linn Audited Financial Statements
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Projected Debt Service Requirements

Fiscal The Bonds Total
Year* Principal Interest Debt Service
2001 $ 0o $ 51,123  $ 51,123
2002 50,000 101,070 151,070
2003 55,000 98,548 153,548
2004 55,000 95,811 150,811
2005 60,000 92,863 152,863
2006 65,000 89,580 154,580
2007 65,000 86,103 151,103
2008 70,000 82,440 152,440
2009 75,000 78,470 153,470
2010 80,000 74,188 154,188
2011 80,000 69,728 149,728
2012 85,000 65,044 150,044
2013 90,000 60,013 150,013
2014 95,000 54,694 149,694
2015 105,000 48,944 153,944
2016 110,000 42,763 152,763
2017 115,000 36,150 151,150
2018 125,000 28,950 153,950
2019 130,000 21,300 151,300
2020 140,000 13,200 153,200
2020 150,000 4,500 154,500
$ 1,800,000 $ 1295478  $ 3,095,478

NOTE: Columns may not foot due to rounding.
*  Fiscal years ending June 30.

Debt Payment Record

The City has promptly met principal and interest payments on outstanding bonds and other indebtedness in
the past ten years when due. Additionally, no refunding bonds have been issued for the purpose of preventing
an impending default.

Future Financings

The City received voter approval at the May 16, 2000 ballot to issue $3.9 million of general obligation bonds for
library improvements. The City intends to issue these bonds in the fall of 2000. The Feasibility Report also
projects additional water revenue bonds of $650,000 in 2002 and $1.5 million in 2004, the total of which with the
2000 Bondes is less than the City's authorization of $5.4 million.

The Water System

Water Distribution System

The City of West Linn’s Water System serves 7,496 customers through a water distribution system network
comprised of over 104 miles of pipes in sizes up to 24 inches in diameter.

The Water System has a total storage capacity of 6 million gallons in its 6 storage reservoirs and tanks. Three

pump stations connect the reservoirs to the City’s transmission mains. The Water System also includes 17
pressure-reducing stations to maintain pressure within acceptable levels in areas of lower elevation.
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There are approximately 7,000 water meters throughout the Water System. Of these, over 96 percent are
residential, 5/8 X ¥-inch meters. Most of the remaining meters are 1-inch, 1 %-inch and 2-inch meters that
serve multifamily, apartments, commercial and public facilities.

Additional details on the City’s Water System can be found in the Feasibility Report in Appendix A.

Capital Improvements

Capital Improvement Program. The City has projected its capital improvements for additions and replacements
for the Water System for the period of fiscal years 2000-2004 will result in requirements totaling approximately
$2.4 million. Projects in the capital improvement program (“CIP”) include pipelines, reservoirs and pump
stations. Provided below is a summary of the sources and uses funds of the CIP.

City of West Linn
Capital Improvements Project

Projected
2001 2002 2003 2004 2005
Beginning Balance $ 635,715 $ 270,630 $ 184,644 $ 98,773 $ 230,648
Source:
Interest Income $ 21526 $ 10,813 $ 6,731 $ 7824 $ 14,609
System Development Charges 351,610 373,686 394,349 416,000 441,392
Total Source $ 1,008,851 $ 655,128 $ 585,724 $ 522,596 $ 686,649
Application:
Capital Improvements Projects
Bland Circle Reservoir No. 2 263,320 272,537 282,075 291,948 302,166
Horton Reservoir No. 2 283,647 0 0 0 0
Land Purchase 191,254 197,948 204,876 0 0
Total Application $ 738,221 % 470,484 3% 486,951 $ 291,948 $ 302,166
Ending Balance $ 270,630 $ 184,644 $ 98,773 $ 230,648 $ 384,483

Source: Feasibility Report, Economic & Engineering Services

Capital Maintenance Program. In addition to the Capital Improvement Program, a Capital Maintenance
Program (“CMP”) is recommended for major maintenance and replacement needs of existing facilities. For the
period of fiscal years 2000-2004, requirements totaling approximately $4.3 million are projected. As shown,
two additional borrowings of $650,000 in 2002 and $1.5 million in 2004 are anticipated to pay for the CMP
projects. Provided in the following table is a summary of the sources and uses of funds of the CMP.
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City of West Linn
Capital Maintenance Program

Projected
2001 2002 2003 2004 2005
Beginning Balance $ 143406 $ 322,822 553,182 $ 682530 $ 451,302
Source:
New Bond Issue 1,800,000 650,000 - 1,500,000 -
Interest Income 11,073 20,805 29,348 26,929 24,391
Transfers from Water Fund 300,000 100,000 100,000 100,000 100,000
Total Source $ 2,254,479 $ 1,093,627 682,530 $ 2,309,459 $ 575,693
Application:
Horton Reservoir Repair - - - 59,384 -
Bolton Slide Stabilization - - - 237,537 -
Reservoir Coatings - - - 748,242 -
Reservoir Seismic Repair - - - 213,784 -
PRV Vault Repair - - - 95,015 -
Reservoir Corrosion Protection - 60,979 - - -
Service Replacement - 42,131 - 45,132 -
Meter Replacement - 28,827 - 30,880 -
Bolton Reservoir Improvements 21,425 - - - -
Horton PS Improvements - - - 47,507 -
Lake Oswego Intertie Upgrade - 83,154 - - -
Main Replacements 192,821 299,354 - 320,675 -
1-205 Main Catwalk & Fall Protection 1,565,000 - - - -
Bond Issue Costs 152,412 26,000 - 60,000 -
Total Application $ 1,931,657 $ 540,445 - $ 1,858,157 $ -
Ending Balance $ 322,822 $ 553,182 682,530 $ 451,302 $ 575,693
Bond Reserve Fund 154,580 211,250 211,250 342,027 342,027
Ending Balance without Bond Reserve Fund $ 168242 $ 341932 $ 471,280 $ 109,275 $ 233,666
Source: Feasibility Report, Economic & Engineering Services

Water Rates and Charges

Water rates are set by the City Council and authorized by resolution pursuant to the West Linn Municipal
Code Section 4.155. Current water rates were established by Resolution No. 00-03, adopted by the City Council
on January 10, 2000 and became effective January 1, 2000. The City is authorized to increase water rates by no
more than 5 percent annually after considering a recommendation from the City’s Utility Advisory Board, if
such a recommendation is provided. The rates which became effective January 1, 2000 do reflect a 5 percent
increase from those established for calendar year 1999 by the City’s Resolution No. 99-24.
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The City currently bills its customers every other month. The units of measure used is one hundred cubic feet
(“ccf”), which is equal to 748 gallons. The monthly charge by water meter size authorized by Resolution No.
00-03 is shown below:

Monthly Water Rates—Effective January 1, 2000

Residential First 700 Cubic Feet All Use Over 700 Cubic Feet
5/8” X ¥ meter $10.85 $1.24
Y2 meter 10.85 1.24
1” meter 12.86 1.24
Multi-family rate per dwelling unit 10.85 1.24
Other Users
5/8” X ¥ meter $10.85 $1.24
Y2 meter 10.85 1.24
1” meter 12.86 1.24
1Y% to 1% meter 15.45 1.24
2” meter 18.85 1.24
3” meter 24.85 1.24
4” meter 33.43 1.24
6 meter 49.72 1.24
8” meter 66.02 1.24
10” meter 82.87 1.24
Reduced Rate for Low-Income Households
5/8” X ¥ meter $5.14 $1.24
Y2 meter 5.14 1.24
Bulk Water Users Bulk rate of $2.28 per 1,000 gallons of water.
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The City’s water rates in comparison with representative local, regional and national cities follows.

Typical Monthly Water Bill Comparison (1)

Residential Commercial
City 5/8" Meter 1" Meter
~ 10ccf 10ccf 20ccf 30ccf
West Linn 3 14.37 $ 1658 $ 29.98 $ 41.38
Oregon
Eugene $ 12.13 $ 14.09 $ 2057 $ 27.06
West Linn $ 14.37 $ 1658 $ 2998 $ 41.38
Oak Lodge 3 14.50 $ 1750 $ 29.00 $ 40.50
Portland $ 15.39 $ 18.26 $ 3266 $ 47.06
Mt. Scott 3 17.00 $ 17.00 $ 31.00 $ 45.00
Salem $ 17.15 $ 3077 $ 3874 $ 46.71
Hillsboro 3 17.21 $ 2523 3 3493 $ 44.63
Forest Grove $ 18.10 $ 1945 $ 3165 $ 43.85
Clackamas Rive $ 18.35 $ 2025 $ 3245 $ 44.65
Tualatin Valley $ 19.67 $ 23.84 3 37.64 $ 51.44
Tualatin $ 19.70 $ 2495 3 3775 % 50.55
Gresham $ 20.01 $ 2529 3 36.49 $ 47.69
Beaverton $ 24.37 $ 2855 $ 4565 $ 62.75
Oregon City $ 27.60 $ 2760 $ 4490 $ 62.20
Willsonville $ 30.70 $ 29.01 $ 4711 3% 65.21
Clackamas Rive $ 32.85 $ 35.05 $ 62.05 $ 89.05
Pacific Northwest
Vancouver, W/£ $ 18.10 $ 2120 $ 3270 $ 32.70
Tacoma, WA
October - May $ 13.95 $ 27.04 3 3488 $ 42.72
June - Septem $ 15.52 $ 27.04 3% 3488 $ 42.72
Seattle, WA
Sept. 16 - May $ 25.50 $ 1740 $ 2850 $ 39.60
May 16 -Sep $ 29.20 $ 2640 $ 4650 $ 66.60
Spokane, WA $ 12.64 $ 15.15 $ 2095 $ 26.75
National
Miami, FL $ 13.99 $ 2099 3 4209 $ 63.18
San Francisco, ( $ 16.00 $ 21.90 3 3450 $ 47.10
Baltimore, MD $ 17.97 3 3935 3 63.75 $ 100.35
Richmond, VA $ 19.50 $ 3462 $ 4656 $ 58.50
Indianapolis, IM $ 20.15 $ 2260 $ 3520 $ 45.70
Dallas, TX $ 20.75 $ 1487 $ 3197 $ 45.97

(1) Effective as of September 2000.
Source: Feasibility Report, Economic & Engineering Services
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Water System Development Charges

The West Linn Municipal Code Section 4.415 authorizes the City Council to establish a fee by resolution,
known as a system development charge (“SDC”). The City has two distinct SDC schedules, both based on
meter size. New development within the City is charged a lower rate than new development outside the City,
but within the future urban area zone (“FUA”). SDC charges, which became effective November 1, 1999,
follow:

System Development Charges

Size of Meter Meter Equivalency City Water SDC FUA Water SDC*
5/8” 1 $ 2,280 825
£ 1% 3,420 1,238
1” 2V 5,700 2,064
1w~ 5 11,399 4,127
2" 8 18,238 6,603
3” 16 36,477 13,206
4” 25 56,995 20,635
6” 50 113,991 41,270
8” 80 182,385 66,032
107 125 284,976 103,175
Multi-family 0.707 1,612 534

* This SDC is applied in addition to the City Water SDC for new development outside the City, but within the FUA.
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Customers

The City currently has 7,496 accounts, up from 7,355 accounts in fiscal year 1998-99.

usage by customer follows:

Water Usage Customer Breakdown
(Customer Base as of June 30, 1999)

Number of Billing Units

The breakdown of water

Total Water Use

(100 Cu. Ft.)
Rate Class Meter Size Meter Size or EDU’s
Apartments 0.6 19 101 9,463
1.0 10 51 4,073
15 19 246 20,405
2.0 16 300 24,814
3.0 6 469 67,172
6.0 0 0 0
Total 70 1,167 125,927
Multi-Family 0.6 52 106 9,487
0.8 0 0 0
1.0 3 7 973
Total 55 113 10,460
Single-Family 0.6 6,901 n/a 990,643
0.8 0 n/a 0
1.0 75 n/a 22,916
15 3 n/a 1,343
2.0 5 n/a 3,031
Total 6,984 n/a 1,017,933
Public Facilities 0.6 13 n/a 2,310
1.0 10 n/a 2,066
15 2 n/a 77
2.0 22 n/a 15,905
3.0 5 n/a 22,700
6.0 1 n/a 191
Total 53 n/a 43,249
Commercial 0.6 59 n/a 13,726
0.8 0 n/a 0
1.0 27 n/a 13,164
15 22 n/a 15,658
2.0 11 n/a 24,772
3.0 4 n/a 8,611
Total 123 n/a 7,5931
Irrigation Meters 0.6 31 n/a 4,534
0.8 0 n/a 0
1.0 24 n/a 7,019
15 7 n/a 6,733
2.0 8 n/a 19,138
Total 70 n/a 37,424
Total Number of Accounts 7,355 Total CCFs 1,310,924
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Largest Water Users
(As of June 30, 1999)

User $ Per Year % of Total
Linnwood Heights Apartments $ 50,515 2.9%
West Linn-Wilsonville School District 41,536 24
City of West Linn 37,698 2.1
West Linn Paper Company 21,722 1.2
Summerlinn Apartments 18,240 1.0
Cascade Summit Apartments 16,925 1.0
Hidden Village Apartments 11,927 0.7
Willamette Cove 9,869 0.6
Robinwood Shopping Center 8,438 0.5
West Linn Retail Center 4,732 _ 0.3
$ 221,602 12.6%

South Fork Water Board

The City currently receives its water as a wholesale customer of the South Fork Water Board (“South Fork™).
See the Feasibility Report, attached hereto as Appendix A, for additional information on the South Fork Water
Board. The City maintains and operates the transmission and distribution system to its water customers.

Intergovernmental Agreement

The City Council of West Linn adopted Resolution No. 96-24 on July 22, 1996, which authorized the City to
enter into an amendment to a pre-existing Intergovernmental Cooperative Agreement between the cities of
Oregon City and West Linn, operating jointly as the South Fork Water Board (see the Feasibility Report
attached hereto as Appendix A for additional information on South Fork Water Board and the
Intergovernmental Agreement). South Fork was established for the purpose of operating, managing,
maintaining and controlling the water supply and distribution of domestic water supply to the cities of Oregon
City and West Linn and to its contractual surplus water purchasers. South Fork derives its revenues from the
sale of water to the Cities of West Linn and Oregon City and to the Clackamas River Water-South
(“Clackamas™). Under the Intergovernmental Cooperative Agreement, the cities of Oregon City and West Linn
each pay South Fork for the water each city uses through a commodity rate. The debts and liabilities of South
Fork, unless otherwise agreed or unless either City has expressly incurred the debt obligation on its own behalf,
are to be shared equally by the two cities. Under the agreement, the Cities could amend their shares of the debt
and liabilities of South Fork. Further, by statute, if the parties to an intergovernmental agreement do not
decide on a distribution of debt, it will be considered a joint and several liability.

The Cities of West Linn and Oregon City are not obligated to purchase water from South Fork. To the extent
water is purchased, the obligation of West Linn and Oregon City to pay for that water are binding pursuant to
the Intergovernmental Agreement and are payable from any available resources of the cities including their
respective general funds. Payment for purchases of water by West Linn is considered an “operation and
maintenance expenses” and is defined as such in the Resolution.

Water Source

South Fork gets its water from the Clackamas River basin. It is estimated that the average flow in the
Clackamas River is in excess of 1,550 cfs (1,000 mgd) and the minimum flow is approximately 450 cfs (290
mgd). In addition to South Fork, the City of Lake Oswego, Clackamas River Water, the North Clackamas
County Water Commission and the City of Estacada all use the Clackamas River for drinking water. The
Oregon Department of Environmental Quality (“DEQ”) indicated in 1994 that there are no major point source
discharges (major domestic facilities are defined as discharging more than 1 million gallons per day (“mgd”)
and/or serving a population greater than 10,000) to the Clackamas River; however, DEQ did identify 31 minor
discharges from various agricultural, domestic and industrial classifications, 11 of which were stormwater
industrial discharges and 4 of which were wastewater treatment plant effluents.
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Raw Water Quality. The turbidity of the Clackamas River water is relatively low during the dry season (i.e., 1
to 2 NTU) and can fluctuate widely during the rainy periods of the year (maximum recorded turbidities during
flooding in February 1996 were 500 NTU at river intakes). The pH of the Clackamas River also fluctuates
throughout the year. Typically, the pH decreases during winter. Normal pH values range from 7.0 to 8.3. The
temperature of the water during winter is normally 5° C and 21° C during summertime highs.

Water Rights. South Fork holds five water rights on the Clackamas River and its tributaries. These rights are
the most senior municipal rights on the Clackamas River and its tributaries, except for a small intervening right
on the Clackamas River held by the City of Gladstone. The total permitted withdrawal rate for all of the
permits is 116.0 cubic feet per second (“cfs”) or 74.98 mgd. Maximum estimated withdrawals during the
summertime is 80.0 cfs or 51.71 mgd. At the present time, South Fork has the right to withdraw at its new
intake (see “Existing South Fork Facilities” below) up to 66.0 cfs or 42.6 mgd. South Fork is in the process of
applying to the Oregon Water Resources Department for alternate points of diversion for some of its water
rights on the South Fork of the Clackamas River and Memaloose Creek to maximize the usability and legal
status of its present rights.

Existing Facilities

South Fork owns and operates water supply facilities consisting of two river intakes on the Clackamas River,
both of which include a raw water pumping station, a water treatment plant located in the Park Place area of
Oregon City, a finished water pumping station, and raw and finished water transmission pipelines. The intake
diverts water from the River and pumps it to the water treatment plant. Design was for an ultimate nominal
capacity of 42.6 mgd.

A 30-inch diameter finished water transmission main, approximately 8,200 feet in length, connects the water
treatment plant to the Division Street Pump Station, located in the City of Oregon City. The station pumps
finished water to Oregon City’s Reservoir No. 2 through a 24-inch diameter transmission main. The present
firm pumping capacity at the station is 17.0 mgd.

South Fork Indebtedness
Outstanding Long-Term Debt
(As of June 1, 2000)

Date of Date of Amount Amount
Revenue Bonds Issue Maturity Issued Outstanding
Series 1994 01/01/94 02/01/14 $ 3,000,000 $ 2,415,000
Series 1994B 08701794 02/01/04* 4,300,000 535,000
Series 1998 Advance Refunding
(Refunding of Series 1994B) 06/01/98 02/01/18 3,600,000 3,495,000
Bond Total $ 7,685,000 $ 6,445,000

* Redemption date.
Source: South Fork Water Board
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The principal of and interest on South Fork’s three revenue bond issues are secured on a pari pasu basis by a
pledge of revenues of South Fork after payment of operating and maintenance expenses. Projected operating
results for South Fork and debt service coverage follows:

Revenues
Operating Revenues (2)
System Development Charges (3)
Miscellaneous Income (4)
Interest Income (5)

Total Revenue

Expenses
Personnel Services (4)
Materials & Services (4)
Electricity (6)
Chemicals (6)

Total Operating & Maintenance Expenses
Balance Available for Debt Service

Debt Service Requirements
Current Bond Payments
New Bond Payments

Total Debt Service Requirements
Debt Service Coverage

Available for Capital Improvements

(1) Budget.

South Fork Water Board
Projected Operating Results

(Years Ending June 30)

2000 (1) 2001 2002 2003 (7) 2004
2,233982 $ 2344903 $ 2,466,173 2,043,421 $ 2,152,246
466,654 488,029 514,550 541,635 571,385
1,545 1,591 1,639 1,688 1,739
114,454 125,066 169,573 190,970 166,454
2,816,635 $ 2959590 $ 3,151,935 2,777,714  $ 2,891,824
487577 $ 502204 $ 517,270 532,789  $ 548,772
403,265 415,363 427,824 440,659 453,878
360,000 381,204 403,715 333,016 350,515
80,000 84,712 89,714 74,004 77,892
1,330,842 $ 1,383483 $ 1,438,523 1,380,467 $ 1,431,058
1485793 $ 1576107 $ 1,713,412 1,397,247 $ 1,460,766
583460 $ 581,620 $ 578,925 580,343  $ 585,585
0 0 0 0 0
583460 $ 581620 $ 578925 580,343  $ 585,585
2.55 2.71 2.96 2.41 2.49
902,333 $ 994487 $ 1,134,487 816,904  $ 875,181

(2) Water sales to Oregon City, West Linn and Clackamas River Water. Includes assumed rate increases of 3.0% effective

July 1, 2001, 2002, 2003, 2004.

(3) Based on SDC rate and number of new customers.

(4) Assumed to escalate at the rate of 3.0 percent annually.
(5) Based on average cash balances and a reinvestment rate of 4.75 percent.

(6) Electricity and chemical expenses are assumed to increase based on inflation and customer growth.

(7) The reduction in operating revenue in 2003 is due to termination of the contract with Clackamas River Water.
Source: Feasibility Report, Economic & Engineering Services
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South Fork Water Board
Capital Funding

(Years Ending June 30)

2000 (1) 2001 2002 2003 2004
Beginning Balance $ 1,577,512 $ 1,056,730 $ 2,017,778 $ 2,822,307 $ 3,006,882
Source of Funds
Revenue Bond Issuance $ 0 $ 0 $ 0 $ 0 $ 0
Interest Earnings (2) 62,563 73,020 114,952 138,443 118,144
System Development Charges 466,654 488,029 514,550 541,635 571,385
Transfers from Operating Fund 400,000 400,000 400,000 300,000 200,000
Total Sources $ 929,218 $ 961,049 $ 1,029,502 $ 980,079 $ 889,529
Application of Funds
Raw Water Pipeline $ 0 $ 0 $ 0 $ 210,575 $ 1,807,141
Transmission Line Isolation Valves 200,000 0 0 0 0
Finished Water Trans. WTP to Redland Rd. 900,000 0 0 0 0
Base Line Improvements 0 0 0 0 0
Install treatment plant filter to waste system 0 0 224,973 0 0
Backwash water handling facility 0 0 0 584,929 0
Addition of second backwash pump 0 0 0 0 121,665
Reservoir study for site location and purpose 250,000 0 0 0 0
Anchor Way Bridge Replacement 100,000 0 0 0 0
Issuance Costs 0 0 0 0 0
Total Applications $ 1,450,000 $ 0 $ 224,973 $ 795,504 $ 1,928,806
Ending Balance $ 1,056,730 $ 2,017,778 $ 2,822,307 $ 3,006,882 $ 1,967,605
(1) Budget.

(2) Based on average fund balances and a reinvestment rate of 4.75 percent.

Source: Feasibility Report, Economic & Engineering Services

The City

The City of West Linn, Oregon was incorporated in 1913 and operates under the provision of its own charter
and applicable State law with a Manager-Council form of government. The Mayor, who serves a two-year
term, chairs City Council meetings. The mayor and Council vote on all ordinances and legislative matters. The
five Council members are part-time elected officials who exercise the legislative powers of the City and
determine matters of policy. The City Manager is appointed by the City Council. Other City department heads
are appointed by the City Manager.

The City of West Linn provides a full range of municipal services to the community which includes police and
fire protection, emergency medical services, traffic control and improvement, street maintenance and
improvement, water, sewer and storm drain service, planning and zoning regulation (building inspection and
regulation), community library service, municipal court and parks and recreation.
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City Council

The present members of the City Council, their occupations and the expiration of their respective terms of
office follow:

Council Member Occupation Term Expires
Jill Thorn, Mayor Office Manager/Computer Programmer 12/31/00
Dee Burch, Council President Civil Engineer/ Business Manager 12/31/00
Michael McFarland Public Utility Specialist, BPA 12/31/00
Tom Neff Retired 12/31/00
John Steele Computer System Analyst 12/31/00

Key Administrative Officials

The City Manager is the City's chief administrative officer, who is appointed by the City Council for an
indefinite term and serves at the pleasure of the Council. The City Manager appoints all other key
administrative officials.

Scott Burgess, City Manager. Mr. Burgess has been with the City since August, 1993, when, as a management
consultant, he was hired as the City’s Interim City Manager. He was then hired by the City Council on a
permanent basis in February 1994. Prior to his experience as a consultant, Mr. Burgess was the executive
director of the Alaska Municipal League for over eight years. Mr. Burgess received his B.C.P. (City Planning)
from the University of Virginia and his M.P.A. from Portland State University.

William Gin, Finance Director. Mr. Gin joined the City in January 1985 after working as the Assistant Finance
Director/Accounting Department Manager for the City of Beaverton, Oregon. Previously, Mr. Gin worked as
Accountant for the City of Tualatin, Oregon and Office Manager/Accountant in the heavy construction
industry. He attended Portland State University/Portland Community College, specializing in Business
Administration.

Dave Monson, Public Works Director.  Mr. Monson has been in the business of utility engineering and
management for 25 years. Before becoming Public Works Director/City Engineer for the City of West Linn in
1990, he held the same position in the City of Sweet Home, Oregon. Prior to employment with the City of
Sweet Home, Mr. Monson was Public Works Director/City Engineer for the City of Florence, Oregon and was
an engineering technician and project engineer for Parametrix, Inc. in Eugene, Oregon. Parametrix performed
consulting engineering and acted as City Engineer for several Oregon communities.

The City’s administrative offices are located at 22500 Salamo Road, West Linn, Oregon. The telephone number
is (503) 657-0331.
Employees

The City has 149 employees: 72 non-union employees and 77 union employees. The City maintains good
relationships with the two bargaining units representing its employees.

Collective Bargaining Unit Employees Contract Expires
Clackamas County Peace Officers Association 22 3 years; June 30, 2005
American Federation of State, County and Municipal Employees 55 5 years; June 30, 2002
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City Financial Factors

Financial Reporting

The financial statement of the City is prepared in accordance with generally accepted accounting principles
(“GAAP”). In addition to presenting the financial position, results of operations, and changes in financial
position of the City’s funds, the financial statement reconciles differences in reporting activities between the
budgetary basis, as presented in the annual approved budget, and the basis according to GAAP as is used in
the preparation of the financial report.

Independent Audit Requirement

Each Oregon municipal corporation must obtain an audit and examination of its funds and account groups at
least once each year pursuant to the Oregon Municipal Audit Law, Oregon Revised Statutes 297.405 to 297.555.
Municipalities having annual expenditures of less than $500,000, with the exception of counties and school
districts, are exempt from this requirement. All Oregon counties and school districts, regardless of amount of
annual expenditures, must obtain an audit annually. The required audit may be performed by the State
Division of Audits or by independent public accountants certified by the State as capable of auditing municipal
corporations.

The City audits for the fiscal years ended June 30, 1995 through 1999 were performed by Pauly, Rogers and
Co., P.C., CPAs, Tigard, Oregon; prior audits were performed by Coopers and Lybrand L.L.P., Portland,
Oregon. The audit reports indicate the financial statements fairly present the City’s financial condition and are
in conformance with generally accepted accounting principles applied on a consistent basis. Pauly, Rogers and
Co., P.C. was not requested to review this Official Statement and has not completed any additional auditing
review procedures subsequent to the issuance of their report on the 1998-99 fiscal year.

The audited financial statements of the City for the year ended June 30, 1999 are incorporated by reference to
this Official Statement and will be filed with the four nationally recognized municipal securities information
repositories (“NRMSIR”). Financial statements may be ordered by contacting the individual NRMSIRs, which
are currently those listed at the addresses below, or by accessing the NRMSIR website, located at:
http://www.sec.gov/consumer/nrmsir.htm.

Bloomberg Financial Markets Muller Data

Municipal Repository Attn: Municipal Disclosure
P.O. Box 840 395 Hudson Street, Third Floor
Princeton, NJ 08542-0840 New York, NY 10014

Phone: (609) 279-3225 Phone: (800) 689-8466

Fax: (609) 279-5962 Fax: (212) 989-2078
munis@bloomberg.com disclosure@muller.com

DPC Data Inc. Standard & Poor’s Kenny Repository
One Executive Drive 55 Wall Street, 45t Floor

Fort Lee, NJ 07024 New York, NY 10041

Phone: (201) 346-0701 Phone: (212) 438-4595

Fax: (201) 947-0107 Fax: (212) 438-3977

nrmsir@dpcdata.com
www.dpcdata.com/muniannuals/selectiontable.cfm

Further, a five-year summary of the City’s Water Fund Balance Sheet and Statement of Revenues, Expenditures
and Changes in Fund Balance follows.
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Water Fund Balance Sheet
(Years Ending June 30)

1999 1998 1997 1996 1995
Current Assets:
Equity in pooled cash & investments $ 453,997 $ 392,587 $ 336,995 $ 405,497 $ 191,111
Accounts receivable, Net 301,418 266,993 297,415 260,847 514,496
Accrued interest receivable 1,762 3,386 3,340 925 5,468
Inventory 72,637 72,637 69,995 71,171 64,502
Total Current Assets 829,814 735,603 707,745 738,440 775,577
Ristricted Assets:
Equity in Pooled Cash and Investments 0 424,689 401,013 776,034 703,225
Accrued Interest Receivable 0 2,990 4,217 1,601 3,539
Total Restricted Assests 427,679 405,230 777,635 706,764
Fixed Assests, Net 9,834,807 8,831,707 8,915,468 8,798,019 8,496,827
Investment in South Fork Water Board 3,285,285 2,618,802 2,212,113 1,547,515 939,107
Total Assets 13,949,906 12,613,791 12,240,556 11,861,609 10,918,275
Liabilities and Fund Equity
Current Liabilities:
Accounts payable 132,961 138,304 93,153 369,773 88,136
Accrued interest payable 0 0 2,517 3,642 4,654
Meter connection deposits 37,709 26,771 19,679 11,573 12,701
Other accrued liabilities 28,338 23,775 31,341 27,164 23,742
Contract retainment payable 0 0 0 0 0
Current portion of bonds payable 0 0 105,000 100,000 90,000
Due to other governments 22,570 31,654 15,513 10,919 4,466
Total Current Liabilities: 221,578 220,504 267,203 523,071 223,699
Bonds payable, non-current portion 0 0 115,000 220,000 320,000
Total Liabilities 221,578 220,504 382,203 743,071 543,699
Fund Equity:
Contributed capital 11,795,753 10,579,346 10,506,638 10,194,451 9,934,948
Retained earnings (deficit) 1,932,575 1,618,355 899,687 497,262 (30,755)
Retained earnings reserved for 0 195,586 452,028 426,825 470,383
construction
Total Fund Equity 13,728,328 12,393,287 11,858,353 11,118,538 10,374,576
Total Liabilities and Fund Equity $ 13,949,906 $ 12,613,791 $ 12,240,556 $ 11,861,609 $ 10,918,275

* Does not include the Water SDC, Water Construction Fund or Horton Reservoir.

Source: Audited Financial Statements. Certain categories may have been aggregated for purposes of presentation.
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Water Fund Statement of Revenues, Expenses and
Changes in Retained Earnings

Operating Revenues:
Charges for Services
Connection Fees

Other Operating Revenues

Total Operating Revenues

Operating Expenses:

Salaries and Wages

System Repairs and Maintenance
Operating Supplies, Repairs and Services
South Fork Water Board Expenses
Utilities

Insurance

Payment in Lieu of Taxes

Administrative Charges from General Fund
Depreciation

Total Operating Expenses

Income From Operation

Non Operating Revenues (Expenses):
Interest Income

Interest Expense

Net Income from Joint VVentures
Forgiveness of Debt

Total Non-Operating Revenues (Expenses)

Income Before Operating Transfers or
Special Payments

Operating Transfers or Special Payments

Net Income

Retained Earning, beginning of year

Retained Earning, end of year

Source:

(Years Ending June 30)

1999 1998 1997 1996 1995
$ 1,754,388 $ 1,527,901 $ 1,542,510 $ 1,932,669 $ 2,140,960
81,279 48,147 48,061 42,498 41,364
44,708 35,456 25,976 12,572 3,621
1,880,375 1,611,504 1,616,547 1,987,739 2,185,945
330,030 337,445 331,223 321,478 311,441
87,285 80,923 82,663 61,162 56,066
267,245 140,550 135,205 110,367 90,389
786,035 726,893 782,063 741,704 679,716
60,363 53,185 56,444 54,638 56,910
21,483 20,268 17,838 12,153 9,109
0 0 23,958 26,797
236,980 230,077 229,799 435,133 432,654
235,298 236,385 240,502 235,475 202,020
2,024,719 1,825,726 1,875,737 1,996,068 1,865,102
(144,344) (214,222) (259,190) (8,329) 320,843
24,173 47,242 45,730 67,460 47,579
0 0 (23,510) (33,169) (40,024)
666,483 406,689 664,598 508,042 365,776
0 222,517 0 0 0
690,656 453,931 686,818 542,333 373,331
546,312 462,226 427,628 534,004 694,174
(427,678) 0 0 (49,545) (52,549)
118,634 462,226 427,628 484,459 641,625
1,813,941 1,351,715 924,087 439,628 (201,997)
$ 1,932,575 $ 1,813,941 $ 1,351,715 $ 924,087 $ 439,628
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Budgetary Process and Controls

The City prepares an annual budget in accordance with the Oregon Local Budget Law. Chapter 294 of the
Oregon Revised Statutes establishes standard procedures for all budget functions for all Oregon local
governments. Under the applicable provisions, there must be public participation in the budget process and

the adopted budget must be balanced.

The City’s administrative staff evaluates the budget requests of the various departments of the City to
determine the funding levels of the operating programs. The budget is presented to the public through public
hearings held by a budget committee consisting of five Council members and five lay members. After giving
due consideration to the input received from the citizens, the City Council adopts the budget, authorizes the
levying of taxes and sets appropriations. The budget must be adopted not later than June 30 of each fiscal year.

The budget may be amended during the applicable fiscal year through the adoption of a supplemental budget.

Supplemental budgets may be adopted by the City Council pursuant to ORS 294.480.

Water Fund Budget
(Years Ended June 30)

Resources

Beginning Balance

Current Year's Revenues:
Water Sales
Bulk Water Sales
Meter Installation Charge
Customer Service Charges
Interest on Investments
Water Tower Rent

Misc. Revenues

Total Budget Resources

Expenditures
Current:
Personal Services
Materials & Services
Capital Outlay
Debt Service
Transfers to Other Funds
Contingencies

Total Budget Expenditures

Source: City of West Linn 2000-01 Proposed Budget

2001 2000
$ 790,872 $ 518,899
2,058,180 1,646,200
5,000 0
51,750 54,000
7,500 7,000
34,242 22,000
15,000 15,000
590 4,000
$ 2,963,134 $ 2,267,099
$ 463,660 $ 344,979
1,122,894 1,098,888
369,946 28,624
127,100 0
306,090 286,630
573,444 507,978
$ 2,963,134 $ 2,267,099
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Other Water Funds — Budget
(Years Ended June 30)

Water SDC Reimbursement Fund* Water Bond Construction Fund

2001 2000 2001 2000

Resources

Beginning Balance $ 194,127 $ 124,927 $ 425,000 $ 0
Current Year's Revenues 0

Interest on Investments 100 6,400 0 0

System Development Fees 106,000 71,550 0 0
Bond Sale Proceeds 0 0 0 1,439,300
Total Budget Resources $ 300,227 $ 202,877 $ 425,000 $ 1,439,300
Expenditures

Current:
Materials & Services $ 0 $ 31,000 $ 0 $ 0
Capital Outlay 112,650 151,000 425,000 1,379,300
Debt Service 0 0 0 60,000
Contingencies 187,577 20,877 0 0
Total Budget Expenditures $ 300,227 $ 202,877 $ 425,000 $ 1,439,300

Water SDC Fund Water SDC Fund - Tanner Basin
2001 2000 2001 2000

Resources

Beginning Balance $ 254,359 $ 22,259 $ 221,750 $ 200,945
Current Year's Revenues

Interest on Investments 1,000 5,000 8,000 9,900

System Development Fees 240,000 274,350 25,000 19,275

Developer Contributions 65,000 403,229 0 0
Bond Sale Proceeds 0 0 0 0
Total Budget Resources $ 560,359 $ 704,838 $ 254,750 $ 230,120
Expenditures

Current:

Materials & Services $ 0 $ 12,000 $ 0 $ 9,000
SDC Refund Payments 87,000 0 0 0
Capital Outlay 471,060 403,229 63,556 0
Transfers to Other Funds 2,299 0 0 0
Contingencies 0 289,609 191,184 221,120

Total Budget Expenditures $ 560,359 $ 704,838 $ 254,740 $ 230,120

* Included in Pledged Revenues.
Source: City of West Linn 2000-01 Proposed Budget
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Pension System

The Oregon Public Employees Retirement System collects contributions from both employers and employees
for the purpose of funding retirement benefits. The system at June 30, 1999, covered approximately 194,311
state and local government Oregon employees and 78,859 retired employee-beneficiaries. The system is
administered by the Oregon Public Employees’ Retirement Board.

Employee contributions and employer contributions are collected and used to fund a full formula pension
retirement allowance. The pension is based on a statutory formula and is set according to employee’s final
average salary and term of service. Such pensions are paid exclusively out of interest and principal
accumulations from member and employer contributions.

The following figures (represented in millions) are as of June 30, 1999 (audited):

1999 1998
Total system assets $ 38,653.3 $ 35,484.8
Total system benefit and refund payments made 1,413.2 1,645.5
Total employer contributions 510.4 492.0
Total employee contributions 338.9 322.4
Total system investment income 3,473.1 4,847.1

Total annual payroll of members covered by the system (as of 12/31/97): $5,161.6

The system’s pension program is a defined plan, and requires periodic actuarial review. Under ORS 237, this
review must be performed at least every two years. The Governmental Accounting Standards Board (GASB)
requires actuarial review every two years, with an actuarial update between years.

Pursuant to ORS 238.435,a second tier of benefits for persons who established membership on or after January
1, 1996 (“Tier Two Members”), provides a lower benefit structure than is available to prior members (“Tier One
Members”). Any potential reductions in employer contribution rates will not be realized until turnover has
occurred and Tier Two Members replace Tier One Members. To establish membership in PERS, a person must
work for six months in a qualifying position for a participating employer.

The City’s employer contribution rate for the fiscal year ended June 30, 1999 was 7.88 percent of employee
compensation. The rate changed to 8.09 percent of employee compensation as of July 1, 1999. The total
pension contribution for fiscal year 1998-99 was $658,269, comprised of $383,088 in employer contributions and
$275,181 in employee contributions. The City in accordance with collective bargaining agreements paid the 6
percent employee contribution of $275,181. The City’s payroll for employees covered by PERS for the fiscal
year ended June 30, 1999 was $4,588,700; the City’s total payroll was $4,972,375.

Investment Policy

ORS 294.035 authorizes Oregon municipalities to invest in obligations, ranging from U.S. Treasury obligations
and Agency securities to municipal obligations, bankers’ acceptances, commercial paper, certificates of deposit,
corporate debt and guaranteed investment contracts, all subject to certain size and maturity limitations. No
municipality may have investments with maturities in excess of 18 months without adopting a written
investment policy which has been reviewed and approved by the Oregon Short Term Fund Board.

Municipalities are also authorized to invest approximately $32 million (adjusted for inflation) in the Local
Government Investment Pool of the Oregon Short-Term Fund, which is managed by the State Treasurer’s
office. Such investments are managed in accordance with the “prudent person rule” and administrative
regulations of the State Treasurer which may change from time to time. Eligible investments presently include
all of those listed above, as well as repurchase agreements and reverse repurchase agreements. Currently, the
State’s investment portfolios are not leveraged and do not contain any derivative products.

Insurance

The City covenanted with the Bondowners that it will at all times maintain insurance on the Project with
responsible insurers as is customarily maintained with respect to works and properties of like character against
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accident to, loss of or damage to such works or properties. If any useful part of the Project is damaged or
destroyed, such part will be restored to use. The money collected from insurance against accident to or
destruction of the physical Project will be used for repairing or rebuilding the damaged or destroyed Project,
and to the extent not so applied, will be applied to the payment or redemption of the Bonds on a pro rata basis,
and for such purpose paid into the Water Debt Service Account.

The J.G. Newman Company, through Northland Insurance, provides property, earthquake, flood and fire
damage coverage for the City’s Water System. Hartford Steam Boiler Inspection and Insurance Company
insures motors, pumps and deep well pump units. The City’s insurance broker is JBL&K Insurance of
Portland, Oregon. The insurance policies are renewed annually.

Demographic Information

The City of West Linn is located in Clackamas County. Clackamas County (the “County”) is part of the
Portland-Vancouver Primary Metropolitan Statistical Area (“Portland PMSA”), which also includes Columbia,
Multnomah, Washington and Yamhill counties in Oregon and Clark County in Washington. General economic
information regarding the Portland-PMSA and Clackamas County follows.

Population

Since 1990, the County population has grown ten percent. Growth is attributed to the strong economic growth
of the Portland area, with its diversification of industries. Clackamas County’s population is projected to reach
338,247 in the year 2000 and 369,683 in the year 2005, according to the Office of Economic Analysis.

Shown below are recent population figures for the City, the County and the State.

Population

West Clackamas State of

July 1 Linn County Oregon
1999 22,835 326,850 3,300,800
1998 21,405 323,600 3,267,550
1997 20,415 317,700 3,217,000
1996 19,960 313,200 3,181,000
1995 19,370 308,600 3,132,000

April 1*

1990 16,367 278,850 2,842,321
1980 11,358 241,911 2,633,156

* U.S. Census Count
Source:  Center for Population Research, Portland State University

The Portland-Vancouver Primary Metropolitan Statistical Area (“Portland PMSA”), includes Clackamas,
Columbia, Multnomah, Washington and Yamhill counties in Oregon and Clark County in Washington.
General economic information regarding the Portland PMSA and Clackamas County follows.

Economic Overview

The early economy of the County grew as a result of fertile agricultural and timber lands and its access to the
Willamette and Columbia rivers. The area then began developing as a suburb of Portland, but over the past
two decades has developed its own economic base which includes metals fabrication, machinery, high
technology firms, and retail trade and distribution. Despite its rapid development, the County still contains
prime agricultural land and a strong agricultural economy.

The 2,000-acre Clackamas Industrial Area is the largest market location for manufacturing, distribution and
warehousing firms. Many metals fabricators and other industrial support services and suppliers are located
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here. Major employers include Fred Meyer Distribution Center, Safeway Food Distribution and Bread Plant,
Ray’s Food Service, Gem Top Manufacturing, and Oregon Iron Works.

The Clackamas Town Center Area, a regional suburban business center, is the primary market for retail, Class A
office space, hotel, and apartment complex development in Portland’s eastside. Major developments include
the 1.2 million square-foot Clackamas Town Center Mall, Sunnyside Hospital (and several healthcare clinics),
an 85-acre regional park and swim center, and two satellite educational campuses for the Oregon Institute of
Technology and Clackamas Community College.

Major Employers. Clackamas County major employers include the following:

Clackamas County
Major Employers

Company Location Product Employees
Kaiser Permanente Hospital Clackamas Healthcare 2,800
Precision Castparts Clackamas/Milwaukie = Metal castings 2,075
Mentor Graphics Corporation Wilsonville Software and electronic services 2000+
North Clackamas School District Milwaukie Education 1,530
Clackamas County Oregon City Government 1,400
Fred Meyer Distribution Center Clackamas Product warehouse 1,100
Oregon City School District Oregon City Education 766
Willamette Falls Hospital Oregon City Healthcare 720
SYSCO Food Service of Portland Wilsonville Food service distributors 535
Warn Industries Inc. Milwaukie Four-wheel drive parts/accessories 526
G.l. Joe’s Inc. Wilsonville Automobile parts/supplies 337
TNT Reddaway Truck Line Clackamas Trucking 325

Source: North Clackamas County Chamber of Commerce web page April 2000; Clackamas Count as of 1999; and phone calls to
employers.

Agriculture. Clackamas County ranks second in crop sales for Oregon counties and first in specialty crops
(such as fruits and nuts) and egg/poultry sales. In addition, County farmers grow a wide variety of grass, tree
and truck crops.

According to the 1997 Census of Agriculture, the market value of agricultural products sold in Clackamas
County increased 83 percent to $276,251,000 in 1997. Crop sales accounted for 78 percent of the market value,
and livestock sales accounted for the remaining 22 percent of the market value. The average market value of
agricultural products sold per farm increased 54 percent from $47,927 in 1992 to $73,765 in 1997. The number
of acres harvested and gross farm sales in the County are as follows:

Clackamas County
Harvested Acreage and Gross Farm Sales

Gross Farm Sales ($000)

Harvested Animal Total Gross
Year Acreage Crop Sales Products Sales Farm Sales
1999* 54,704 $246,495 $45,921 $292,416
1998 60,759 221,847 39,916 261,763
1997 55,094 209,032 46,181 255,213
1996 63,043 198,926 44,626 243,552
1995 63,200 179,246 43,731 222,977
1994 62,790 175,740 44,182 219,922

* Preliminary, subject to change.
Source:  Oregon State University Extension Service, “Oregon County and State Agricultural Estimates,” Special Report 790
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A comparison between 1992 and 1997 of the number of acres in farm land, the average size of farms, and
number of full-time farms in Clackamas County is shown below:

Clackamas County

Farm Profile
Percent
1992 1997 Increase
Land in farms (acres) 148,848 179,650 21%
Average size of farms (acres) 47 48 2
Full-time farms 1,154 1,346 17

Source:  United States Department of Agriculture, Oregon Agricultural Statistics Service, 1997 Census of Agriculture

Portland-Vancouver PMSA Economy. The economy of the Portland metropolitan area is broad and widely
diversified. Historically, the two major manufacturing industries locally were forest products and food
products processing due to the abundance of forests and agricultural land in the State. In 1950, these two
industries accounted for over 40 percent of all local manufacturing employment, and today account for about
15 percent of employment in manufacturing. Forest and food products manufacturing remain important
sectors of the economy; however, growth in manufacturing has diversified to include machinery, electrical and
electronic equipment, transportation equipment, primary and fabricated metals and other durable goods.
Currently, manufacturing accounts for 15 percent of the total non-agricultural employment in the Portland
PMSA.

Current 1999 information within the Portland PMSA shows total employment of 1,000,100 out of a civilian
labor force of 1,047,200, a 95.5 percent employment rate. Recent statistics on the Portland PMSA labor force
follow.

Portland-Vancouver PMSA
Labor Force Summary
(by place of residence)

1999 Change from
1999(1) 1998(2) 1997 1998 1997
Civilian Labor Force (3) 1,047,200 1,046,900 1,024,800 300 22,400
Unemployment 47,100 44,800 44,000 2,300 3,100
Percent of Labor Force 4.5% 4.3% 4.3% XXX XXX
Total Employment (4) 1,000,100 1,002,100 980,800 -2,000 19,300
(1) Preliminary.
(2) Revised.
(3) Includes employed and unemployed individuals 16 years and older. Data are adjusted for multiple job holding and
commuting.
(4) Includes non-agricultural wage and salary, self-employed, unpaid family workers, domestics, agriculture, and labor
disputants.
Source: State of Oregon Employment Department, 1999 and 1998 statistics are as of March 2000, 1997 statistics are as of April
2000.
Non-agricultural employment within the Portland PMSA follows.
Portland-Vancouver PMSA
1999 Non-Agricultural Employment
Category Employed Percent
Manufacturing 145,100 15.4%
Non-Manufacturing 800,700 84.6
Total non-agricultural employment 945,800, 100.0%

Machinery, electronics and other electrical equipment are the leading manufacturing employers within the
Portland PMSA.
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The Portland PMSA’s non-manufacturing employment can be summarized as follows:

Non-Manufacturing 1999 Percent of
Employment Category Employed Non-Manufacturing
Trade 234,700 29.3%
Services 268,200 335
Government 122,700 15.3

Other 175,100 219

Total Non-Manufacturing 800,700 100.0%

Trade employment is primarily in retail establishments. Services and miscellaneous employment is quite
diversified, but the two leading subcategories are business services and health services. Additional details on
non-agricultural employment are as follows:

Portland-Vancouver PMSA
Nonagricultural Wage & Salary Employment
(by place of work)

1999 Change from
1999(1) 1998(2) 1997 1998 1997
Total Employment 945,800 932,900 916,700 12,900 29,100
Manufacturing 145,100 149,200 147,300 -4,100 -2,200
Durable Goods 106,300 109,000 106,600 -2,700 -300
Nondurable Goods 38,800 40,200 40,700 -1,400 -1,900
Nonmanufacturing 800,700 783,700 769,400 17,000 31,300
Water Construction & Mining 53,400 54,400 55,100 -1,000 -1,700
Trans., Comm. & Ultilities 55,100 53,900 52,400 1,200 2,700
Trade 234,700 231,300 227,700 3,400 7,000
Finance, Ins. & Real Est. 66,600 67,100 66,700 -500 -100
Services & Miscellaneous 268,200 259,300 252,500 8,900 15,700
Government 122,700 117,800 114,8 00 4,900 7,900
Labor-Management Disputes 100 100 400 0 -300
(1) Preliminary.
(2) Revised.

Source: State of Oregon Employment Department, 1999 and 1998 statistics are as of March 2000, 1997 statistics are as of April
2000.

Unemployment. In current years, unemployment rates in the Portland-Vancouver PMSA have been lower than
those in the rest of the State and in the nation as can be seen in the following table.

Average Annual Unemployment Rates

Portland-
Year Vancouver PMSA State U.S.A
1999 4.2% 5.7% 4.2%
1998 4.3 5.6 4.5
1997 4.3 5.8 4.9
1996 4.5 5.9 5.4
1995 3.7 4.8 5.6

Source: State of Oregon Employment Department; U.S. Department of Labor, Bureau of Labor Statistics.
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Transportation

Easy access to the freeway system has benefited areas along Interstate Highway 205 (“1-205”), which bisects the
County and the City. This bypass link of Interstate Highway 5 runs between Wilsonville to the south and Clark
County, Washington to the north. 1-205 also connects Clackamas County to Portland International Airport.
Most of the segments through Clackamas County were completed during the mid-1970s. At that time major
retail and commercial developments occurred in the areas bordering the freeway.

The Port of Portland is coterminous with Clackamas, Multnomah and Washington counties, and it owns
marine berthing, terminal and repair facilities; docks, piers, and storage and warehouse facilities; and other
support facilities for incoming and outgoing marine commerce. The Port also operates Portland International
Airport located approximately 20 miles northeast of the City on 1-205.

Economic Indicators

Following are additional economic indicators.
Building Permits. Historical building permits for new single family and multi-family residences follows:

City of West Linn
Residential Building Permits

New Single Family New Multi Family Total
Year Number Valuation Number Valuation Valuation
1999 94 $ 22,993,769 6 $ 847,538 $ 23,841,307
1998 116 27,314,157 449 30,904,532 58,218,689
1997 190 42,948,292 168 12,056,938 55,005,230
1996 169 37,188,897 33 4,690,012 41,878,909
1995 215 46,920,071 19 2,464,340 49,384,411

Source:  Oregon Building Permit Report, Center for Population Research and Census, Portland State University.

Income. Historical personal income and per capita income within Clackamas County and the State of Oregon
follows:

Clackamas County and State of Oregon
Total Personal and Per Capita Income
(Thousands of Dollars)

Clackamas County State of Oregon
Total Personal Per Capita Total Personal Per Capita
Year Income _Income Income _Income
1997 $9,300,277 $28,149 $77,579,043 $23,920
1996 8,657,657 26,747 73,155,744 22,894
1995 7,909,262 25,036 67,907,586 21,618

Source: U.S. Department of Commerce, Economic Stats. Admin. Bureau of Economic Analysis, May 1999
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Property Values. The following table represents relevant historic tax information for the City.

Property Values
(Fiscal Year Ending June 30)

Fiscal Total Real Assessed AVasa%
Year Market Value Value of RMV
2000 $1,972,934,840 $1,539,223,380 80.2%
1999 1,799,640,840 1,403,783,260 78.0
1998 1,677,077,140 1,310,447,470 78.1
1997 1,523,490,300 1,523,490,300 100.0
1996 1,357,912,910 1,357,912,910 100.0

Legislative Referrals

Referrals are proposed laws that originate from the Legislature to be voted on by the people.

The Oregon Legislature referred a measure, known as Measure 88, to the November 2000 election. Under
current law, joint-return personal income taxpayers generally may deduct up to $3,000 of their federal income
tax payments from their Oregon taxable income. If approved by the voters in the November 2000 election,
Measure 88 would increase the deductible amount to $5,000. The deductible amount also increases for other
categories of taxpayers. The amendments would apply to tax years beginning on or after January 1, 2002.

By allowing a larger subtraction of federal personal income taxes from Oregon income, this Measure would
reduce State General Fund revenue by approximately $47 million in fiscal year 2001-02, $120 million in fiscal
year 2002-03 and approximately $130 million per year thereafter. This impact will grow according to growth in
overall income tax revenue. There would be no loss to the State’s General Fund in the current biennium. The
City believes voter approval of Measure 88 should not affect the City’s ability to pay the Obligations.

The Initiative and Referendum Process

The Article 1V, Section 1 of the Oregon Constitution reserves the initiative and referendum power to the people
of the State of Oregon. The “referendum power” generally means the power of the people to require that a
statewide vote be held on laws adopted by a governing body such as the State Legislative Assembly. The
“initiative power” generally means the power to propose legislation for consideration by the state’s voters
without action by a governing body. The initiative power allows the people of the State of Oregon to amend
the Oregon Constitution or enact legislation by placing a measure before the voters of the state.

Any person may file a proposed initiative with the Oregon Secretary of State’s office. The Oregon Attorney
General is required by law to draft a proposed ballot title for the initiative. Public comment on the draft ballot
title is then solicited by the Secretary of State. After considering any public comments, the Attorney General
will prepare a certified ballot title. Any elector that submitted written comments who is dissatisfied with the
certified ballot title may petition the Oregon Supreme Court to revise the certified ballot title.

After the ballot title has been certified the proponents of the initiative gather signatures on the petition. A
petition to initiate a constitutional amendment must receive signatures of electors numbering at least eight
percent of the qualified voters (87,230 signatures for the November 7, 2000 election). A petition to initiate a
statute must be receive signatures of electors numbering at least six percent of the qualified voters (65,422
signatures for the November 7, 2000 election). The number of qualified voters is equal to the total number of
votes cast for all candidates for governor at the last regular gubernatorial election before the petition was filed
the Secretary of State. Current law only allows initiative petitions to be submitted to voters at general elections
in even numbered years.

Any elector may sign an initiative petition for any measure on which the elector is entitled to vote.
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The initiative petition must be filed with the Secretary of State at least four months before the election at which
at which it will be voted upon. As a practical matter, under current law proponents of an initiative have
approximately two years in which to gather the necessary number of signatures. State law permits persons
circulating initiative petitions to pay money to persons obtaining signatures for the petition. If the person
obtaining signature is being paid, the signature sheet must contain a notice of such payment.

Historical Initiative Petitions

Over the past decade, an increasing number of initiative petitions that have qualified to appear on the ballot.
According to the Elections Division of the Oregon Secretary of State, the number of initiative petitions that have
qualified for the ballot and the number that have passed in the general elections in the years 1988, 1990, 1992,
1994, 1996, 1998 and 2000 are as follows:

Number of Number of
Year of Initiatives that Initiatives that
General Election Qualified Passed
2000 18 *
1998 10 6
1996 16 4
1994 16 8
1992 7 0
1990 8 3
1988 5 3

Source: Elections Division, Oregon Secretary of State; 2000 INITIATIVE LoG Elections Division as of July 14, 2000.

Initiative Petitions Which Have Qualified for the November 7, 2000 General Election

Nineteen initiative petitions have qualified to be placed on the November 7, 2000, general election ballot. The
following three measures may adversely affect the financial condition of the Water System. Measure 93 may
affect Water System revenues directly; Measures 91, 7 and 8 may affect operations of the Water System
indirectly. All Initiative Measures have an effective date of December 7, 2000.

Measure 93
Measure 93 limits future tax, fee and charge increases and requires refunds of certain past collections.

Measure 93 provides a number of exemptions which may be available for the revenues which are pledged to
the Bonds. While the City can not predict with certainty how Measure 93 will be interpreted, the City
currently expects that Measure 93 will not materially and adversely affect the long-term financial condition
of the Water System because Water System charges are likely to qualify for one or more of the measure’s
exemptions. However, even if Water System charges fail to qualify for an exemption under the measure,
the City expects that Measure 93 will not prevent the City from operating the Water System and paying the
Bonds.

Basic Provisions. Measure 93 (the “Measure”) amends the Oregon Constitution to require special,
supermajority voter approval for new or increased state or local government taxes, fees and charges, and to
require a refund of past collections, unless the measure exempts them.

Special, Supermajority Approval. The Measure requires approval of taxes, fees and charges by not less than
the percentage of voters approving the Measure, and can be given only at the biennial general election or at one
annual election if the legislature permits approval of statewide initiatives at that election. Current law only
allows initiative petitions to be approved at biennial general elections. Simple majority approval is adequate to
renew certain police, fire, and 911 levies and for gas tax increases. All ballots must state that approval will
increase taxes, even if the ballot proposes fee and charge increases.

Retroactive Refund. Governments must refund taxes, fees and charges newly imposed or increased more
than three percent after December 6, 1998 unless they are exempt, were originally approved by the
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supermajority called for in the Measure, or are approved by a simple majority of voters at the first election after
the Measure takes effect.

Exemptions. The Measure exempts the following fees and charges from its voter approval requirements:
Peoples’ utility and port district; mass transit; college and university; incurred charges and assessments for
local improvements; increases which pass through certain wholesale inputs; fines or forfeitures; lottery
revenue; certain fees paid to business and trade associations; interest earnings; investments; donations; asset
sales; charges for anything provided by government which is available from the private sector if the
governmental charge does not exceed the average private sector charge in that market; and inflationary
increases after the effective date of the Measure in certain fees and charges which were in effect on December 6,
1998 or which receive special, supermajority voter approval.

Borrowings. The Measure appears to require voter approval of certificates of participation and similar
financing techniques; it is not clear whether the Measure will restrict other kinds of borrowings.

Emergency Overrides. The Measure permits state and local governments to impose temporary charges for not
more than one year without voter approval. State temporary charges must be: for a specific purpose, approved
by a three-fourths vote of each house of the Legislative Assembly, and signed by the Governor. Local
government taxes are permitted only if the Governor declares a local emergency, the local governing body
approves the tax by a three-fourths vote, and the tax receives special, supermajority voter approval within 90
days after the declaration of emergency. The Measure may not permit emergency local fee and charge
increases.

Attorney’s Fees. The Measure requires governments to pay attorney’s fees to taxpayers who successfully
challenge a tax, fee, charge or bond issue; governments may receive attorney’s fees when they prevail only if
the suit is frivolous.

The Measure requires governments to repay collections made in violation of the Measure with interest.
A copy of Measure 93 is available at the website of the Oregon Secretary of State, at www.sos.state.or.us.

The City’s Obligation to Refund Gross Revenues. At the November 3, 1998 general election, City voters approved
a 3.7 percent water rate increase by a margin of 53.2 percent. The rate increase took effect on December 1, 1998,
and the first billings reflecting that increase were mailed on February 1, 1999. The City believes that it will not
owe a refund for this rate increase because the increased rate was in effect on December 6, 1998, the beginning
of the retroactive period described in the Measure. In addition, if the Measure passes by a margin of 53.2
percent or less, the November 3, 1998 increase should not be subject to the Measure’s refund requirement
because that increase received supermajority voter approval. In estimating its maximum refund liability the
City has assumed that no part of this 3.7 percent rate increase must be refunded.

On May 18, 1999, City voters approved a charter amendment (the “Charter Amendment”; see “Authorization
for Issuance -- Charter Rate Limitation” herein) which allows an annual increase in water rates of 5 percent and
requires voter approval for increases of more than five percent. The Charter Amendment was approved by a
margin of 70.8 percent.

Pursuant to that Charter Amendment, the City has increased water rates by 5 percent on two occasions: firstin
September 1999 and again in March 2000.

Voter approval of the Charter Amendment may be sufficient to exempt the September 1999 and March 2000
increases from the refund requirement, however, the City has assumed in estimating its maximum refund
liability that the portion of these increases which exceed three percent of the rates in effect on December 6,
1998, must be refunded.

If the City is required to refund revenues from prior water sales which increased by more than three percent
after December 6, 1998, the refund is estimated by the City to not exceed $250,000. The City believes that it
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could pay a refund of this magnitude without materially and adversely affecting basic Water System
operations and without impairing the ability of the City to pay the Bonds.

Effect on Future Increases in Gross Revenues. The Charter Amendment requires that the City obtain voter
approval to increase its Water System rates more than five percent in a year. The City’s Feasibility Study
assumes that the City will make five percent rate increases each year for the foreseeable future. If the Measure
prevents the City from increasing rates by five percent each year, the financial performance of the Water
System may be materially worse than projected in the Feasibility Study.

However, the City does not expect that the limitations of the Measure on future increases in fees and charges
will have a material adverse, long term effect on the ability of the City to increase rates by the amount
permitted by the Charter Amendment for the following reasons:

(1) The Measure exempts “incurred charges.” “Incurred charges” are defined by the Oregon Constitution as
charges which are avoidable by a property owner and do not exceed the actual cost of providing a good
or service. The City believes that its Water System charges do not exceed the actual cost of providing
water services. The City’s current water rates may, therefore, already qualify as incurred charges; if they
do not, the City could convert most of its Pledged Revenues to incurred charges after the Measure passes,
and exempt most Water System charges from the Measure.

(2) The approval by the City’s voters of the Charter Amendment may exempt increases of five percent or less
from the Measure.

(3) Other exemptions in the Measure may apply to Water System charges; however, even if Water System
charges are not exempt from the Measure, the Measure permits certain charges which do not exceed the
actual cost of providing a good or service to increase by the rate of inflation. The City believes that the
Pledged Revenues should qualify for this limited exemption.

In the worst reasonable case, the Measure could be interpreted to require the City to refund all increases of
more than three percent between December 6, 1998 and the effective date of the Measure, to reduce rates on the
effective date of the Measure to 103 percent of the rates in effect on December 6, 1998, and to limit future
increases to the cost of inflation. The City has preliminarily modeled this worst case. The model shows that the
financial performance of the Water System would be less than shown in the Feasibility Study and that the City
may fail to comply with its rate covenant. However, the model indicates that the City still will be able to
operate the Water System and pay the Bonds.

The City has covenanted that it will make all changes which are reasonably within its control and are necessary
to permit the City to comply with its rate covenant. This obligates the City to alter its rates, fees and charges so
that they become “incurred charges” or are otherwise exempt from the Measure’s limits if the City is
reasonably able to do so and that action is required to allow the City to comply with its rate covenant. The City
expects that it will be able to do so, and the City expects that the Measure will not have a material adverse
and long term effect on the ability of the City to operate the Water System, comply with its rate covenant or
pay the Bonds.

Case Law Under Contracts Clause of Federal Constitution. The City expects to be able to exempt its Pledged
Revenues from the limits of the Measure. The City also does not expect that the Measure will significantly
impair its contractual obligations to Bondowners. However, if the Measure is interpreted in a way that does
significantly impair those contractual obligations, existing case law under the Contracts Clause (Article I,
Section. 10, paragraph 1 of the United States Constitution) supports the conclusion that the Measure will not be
applied to the Pledged Revenues in a way that significantly impairs the City’s contractual obligations to
Bondowners.

The Contracts Clause states “No State shall ... pass any ... Law impairing the Obligation of Contracts .....” This
provision has been applied by federal and state courts to invalidate state laws (including initiative petitions like
the Measure) that would have impaired contractual undertakings made by municipal entities, such as the
Bonds and the Resolution. However, not every impairment of a contractual undertaking violates the Contracts
Clause.
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To find that a state law violates the Contracts Clause, a court must determine: (1) that the change in state law
impairs that contractual relationship; and, (2) that the impairment is substantial. Even if the impairment of the
contractual undertaking is substantial, a court may decline to protect the contractual undertaking if the court
determines that the impairment is justified as a reasonable and necessary exercise of the State’s sovereign
power.

Courts which have considered the effect of legislative limitations (such as the Measure) on increases in rates
which secure obligations such as the Bonds generally hold that the Contracts Clause prevents those legislative
limitations from being enforced if enforcement would prevent the issuer from complying with a rate covenant
of the type which secures the Bonds. Courts reliably hold that the Contracts Clause prevents these legislative
limitations from being enforced in a way that causes a payment default on obligations such as the Bonds. The
City therefore expects that the Contracts Clause will prevent the Measure from being enforced in a way that
prevents the City from paying the Bonds.

Summary of Measure 93. The Measure is complex, it has ambiguous terms, it has not been construed by any
court, and there are no statutes implementing it. Its effect on the Pledged Revenues can not, therefore, be
estimated precisely. However, the City believes that the Measure will not prevent the City from operating
the Water System and paying the Bonds.

Measure Allowing Deduction of Federal Income Taxes from Oregon Taxable Income

Measure 91 will appear on the November 7, 2000, general election ballot. It will, if approved, reduce State
income tax revenues substantially. This reduction in State income tax revenues may result in a corresponding
reduction of payments to the City and the approval of Measure 91 may have an adverse effect on the financial
condition of the City. However, the City receives no funds from the State of Oregon in connection with the
Water System. Measure 91 would not, therefore, directly affect the Pledged Revenues and should not prevent
the City from operating the Water System, complying with its rate covenant or paying the Bonds.

Measure 91 is an initiative petition to amend the Oregon Constitution; it allows Oregon personal income
taxpayers to deduct the full amount of federal income taxes from their Oregon taxable income. Under current
law, personal income taxpayers generally may deduct no more than $3,000. If approved by the voters,
Measure 91 applies retroactively to tax years beginning January 1, 2000. The State budgets for two year period
(a “biennium™), and is not generally permitted to have its expenditures exceed its revenues. The State would,
therefore, be forced to reduce expenditures during a period of seven months (from November, 2000 to June 30,
2001) to make up for revenue losses generated over eighteen months (from January 1, 2000 to June 30, 2001).
The State’s Legislative Revenues Office has preliminarily estimated that Measure 91 would result in a loss to
the State General Fund of $938 million in revenues for the period ending on June 30, 2001, and $2.033 billion for
the biennium ending June 30, 2003. These amounts are approximately 15 percent of the State’s budget. If these
reductions were distributed proportionally, State payments to the City in connection with the Water System for
this fiscal year would be reduced by 15 percent, and the reduction would be made in the final seven months of
this fiscal year.

A copy of Measure 91 is available at the website of the Oregon Secretary of State, at www.state.or.us.

Measure Limiting State Appropriations

Measure 8 also may reduce State revenues which are paid to the City. Measure 8, which also will appear on
the November 7, 2000, general election ballot, places a substantial new limit on State expenditures. This
reduction in State expenditures may result in a corresponding reduction of payments to the City, and Measure
8, if approved by the voters may have an adverse effect on the financial condition of the City. As was the case
with Measure 91 above, however, Measure 8 would not limit City expenditures or affect the Pledged Revenues
and should not prevent the City from operating the Water System, complying with its rate covenant or paying
the Bonds.

Measure 8 is an initiative petition to amend the Oregon Constitution; it limits appropriations for most State

government expenditures in each biennium to 15 percent of the State’s total personal income for the two
calendar years ending before the beginning of the biennium, beginning July 1, 2001. Appropriation limits may
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be increased for a biennium, but only after a declaration of an emergency by the Governor and by a three-
fourths majority vote in both houses of the Legislature. Revenues received in excess of the appropriation
limits, other than earnings from dedicated investment funds received by the State in excess of the
appropriation limits, must be returned to taxpayers. According to the State’s Legislative Revenue Office, had
this measure been in place for the current biennium, appropriations for State government expenditures would
have exceeded Measure 8’s limit by $4.7 billion, or 16.6 percent of the State’s budget for the current biennium.
Measure 8 may, therefore, reduce State payments to the City in future fiscal years by at least 16.6 percent.

A copy of Measure 8 is available at the website of the Oregon Secretary of State, at www.state.or.us]

Measure Requiring Compensation for Property Value Reductions

Measure 7 is an initiative to amend the Oregon Constitution and has qualified for the November ballot. If
approved by the voters, Measure 7 would require State and local governments to compensate private, real
property owners for a reduction in the fair market value in an owner’s property due to a regulation that
restricts the use of the property. Measure 7 states that compensation is “due [to a] property owner if the
regulation was adopted, first enforced or applied after the current owner of the property became the owner.”

A fiscal impact committee, made up of the Secretary of State, Treasurer, the director of the Department of
Administrative Services and the director of the Department of Revenue, has estimated the local government
impact of the Measure to be $3.8 billion a year. The City has not estimated the fiscal impact of the Measure on
the City; however, if Measure 7 is approved, it is likely to have a material adverse impact on the financial
condition of the City. However, the City expects that the Measure will not have a material adverse and long
term effect on the ability of the City to operate the Water System, comply with its rate covenant or pay the
Bonds.

Tax Exemption

The Internal Revenue Code of 1986, as amended (the “Code”) imposes certain requirements that must be met
subsequent to the execution and delivery of the Series 2000 Bonds in order for interest on the Series 2000 Bonds
to be and remain excluded from gross income for federal income tax purposes. Noncompliance with such
requirements could cause interest on the Series 2000 Bonds to be included in gross income for federal income
tax purposes retroactive to the issue date of the Series 2000 Bonds. These requirements include limitations on
the use of proceeds of the Series 2000 Bonds, limitations on the investment of proceeds of the Series 2000 Bonds
prior to expenditure and a requirement that excess arbitrage earned on the investment of proceeds of the Series
2000 Bonds be rebated on a periodic basis to the United States under certain circumstances. The City has
covenanted in the transaction documents that they will comply with these requirements (the “Tax Covenants.”)

In the opinion of Bond Counsel, under existing law and assuming compliance by the City with certain tax
covenants described herein, interest on the Series 2000 Bonds is excluded from gross income for federal income
tax purposes and is not a specific item of tax preference for purposes of determining the federal alternative
minimum tax imposed on individuals and corporations. In the further opinion of Bond Counsel, interest on the
Series 2000 Bonds is exempt from present personal income tax imposed by the State of Oregon.

However, Bond Counsel notes that interest on the Series 2000 Bonds owned by corporations will be taken into
account for purposes of determining the alternative minimum tax imposed on 75 percent of the excess of a
corporation’s adjusted current earnings over its alternative minimum taxable income (determined without
regard to this adjustment and the alternative tax net operating loss).

Bond Counsel expresses no opinion on any other federal, state or local tax consequences arising with respect to
ownership of the Series 2000 Bonds. Bond Counsel has not undertaken to advise in the future whether any
events after the date of execution and delivery of the Series 2000 Bonds may affect the tax status of the Series
2000 Bonds.

Although Bond Counsel has rendered an opinion that the interest on the Series 2000 Bonds is excluded from
gross income for federal income tax purposes, prospective purchasers of the Series 2000 Bonds should be aware
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that ownership of the Series 2000 Bonds may result in collateral federal income tax consequences to certain
taxpayers including, without limitation, financial institutions, property and casualty insurance companies,
certain S corporations, recipients of Social Security and Railroad Retirement benefits and taxpayers who may
be deemed to have incurred or continued indebtedness to purchase or carry the Series 2000 Bonds. Prospective
purchasers of the Series 2000 Bonds should consult their tax advisors with respect to all such possible collateral
consequences and as to the treatment of interest on the Series 2000 Bonds under the tax laws of any state other
than Oregon.

Financial Institutions. The City has designated the Series 2000 Bonds as qualified tax-exempt obligations for
banks, thrift institutions and other financial institutions so that such financial institutions will not be denied a
deduction of 100 percent of their interest expenses allocable to the Series 2000 Bonds. However, corporate tax
preference rules reduce by 20 percent the amount that may be deducted by such financial institutions for
interest on funds allocable to tax-exempt obligations such as the Series 2000 Bonds.

Legal and Miscellaneous

Approval of Counsel

Legal matters incident to the authorization, issuance and sale of Series 2000 Bonds by the City are subject to the
approving legal opinion of Bond Counsel, substantially in the form attached hereto as Appendix C. Bond
Counsel has reviewed this document only to confirm that the portions of it describing the Series 2000 Bonds
and the authority to issue them conform to the Series 2000 Bonds and the applicable laws under which they are
issued.

Litigation
There is no litigation pending questioning the validity of the Series 2000 Bonds nor the power and authority of

the City to issue the Series 2000 Bonds. There is no litigation pending which would materially affect the
finances of the City or affect the City’s ability to meet debt service requirements on the Series 2000 Bonds.

Conflicts of Interest

All or a portion of the fees of the Underwriter and Bond Counsel are contingent upon the issuance and sale of
the Series 2000 Bonds. In addition, Bond Counsel from time to time serves as counsel to the Underwriter with
respect to bonds issued by issuers other than the City. None of the City Council members or other officers of
the City have any conflict of interest in the issuance of the Series 2000 Bonds that is prohibited by applicable
law.

Continuing Disclosure Undertaking

The Securities and Exchange Commission has published amendments to Rule 15¢2-12 (the “Rule”) that require
at least annual disclosure of current financial information and timely disclosure of certain events with respect
to the Series 2000 Bonds, if material. Pursuant to the Rule, the City has agreed to provide to each nationally
recognized municipal securities information repository and to the appropriate state information depository, if
any, audited financial information of the City and certain financial information or operating data. In addition,
the City has agreed to provide to the Municipal Securities Rulemaking Board and to any state information
repository, notice of certain events, pursuant to the requirements of Section (b)(5)(i) of the Rule. The City has
not failed to comply with any prior undertaking under the Rule since July 3, 1995, the date on which the Rule
became effective. A copy of the City’s Continuing Disclosure Certificate is attached hereto as Appendix F.

Underwriting

The Series 2000 Bonds are being purchased by Seattle-Northwest Securities Corporation, the Underwriter. The
purchase contract provides that the Underwriter will purchase all of the Series 2000 Bonds, if any are
purchased, at a price of 96.6971 percent of the par value of the Series 2000 Bonds, plus accrued interest. The
Series 2000 Bonds will be reoffered at an average price of 99.1419 percent of the par value of the Series 2000
Bonds. After the initial public offering, the public offering prices may be varied from time to time.
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Concluding Statement

All estimates, assumptions, statistical information and other statements contained herein, while taken from
sources considered reliable, are not guaranteed by the Underwriter or the City. So far as any statement herein
includes matters of opinion, or estimates of future expenses and income, whether or not expressly so stated,
they are intended merely as such and not as representations of fact.

The information contained herein should not be construed as representing all conditions affecting the City or
the Series 2000 Bonds. Additional information may be obtained from the City. The statements relating to the
Resolution are in summarized form, and in all respects are subject to and qualified in their entirety by express
reference to the provisions of such document in its complete form.

The agreements of the City are set forth in such documents, and the information assembled herein is not to be
construed as a contract with the Bondowners of the Series 2000 Bonds. Information with respect to the City set
forth in this Official Statement has been supplied by the City, and the Underwriter has relied on the City with
respect to the accuracy and sufficiency of such information.
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Appendix A

Feasibility Report
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City of West Linn
October 5, 2000

Capital Improvements Program

The City has projected its capital improvements for additions and replacements for the water system for
the period of fiscal years 2001-2005 will result in requirements totaling approximately $2.4 million.
Projects in the CIP include pipelines, reservoirs and pump stations. Provided in Table 17 is 2a summary of
the sources and uses funds of the CIP.

Table 17
Clty of West Linn
Caphal improvements Fund
Projected
2001 2002 2003 2004 2005
Beginning Balance s 35715 § 270,630 $ 184,644 $ 98,773 § 230,648
Source:
Interest income s 21,526 § 10813 6731 $ 7824 § 14,609
System Development Charges 351,610 73,686 394,349 416,000 441,392
Total Source s 1,008851 $ 685,128 § 585734 § 522596 $ 686,649
Application:
Capital Improvements Projects
Biand Circle Reservoir No, 2 263,320 272,537 282,075 291,948 302,166
Horton Reservoir No. 2 283,647 - - - -
Land Purchase 191,254 197,948 204,876
Total Application s 738,221 $ 470484 $ 488951 $ 291,048 $ 302,168
Ending Balance 3 270,630 _$ 184844 § 98,773 3§ 330,648 § 384,483

Capital Maintenance Program

In addition to the Capital Improvement Program, a Capital Maintenance Program (CMP) is recommended
for major maintenance and replacement needs of existing facilities. For the period of fiscal years 2001-
2005, requirements totaling approximately $4.3 million are projected. As shown, two additional
borrowings of $650,000 in 2002 and $1.5 million in 2004 are anticipated to pay for the CMP projects.
Provided in Table 18 is a summary of the sources and uses of funds of the CMP.

A-33

City of West Linn
October 5, 2000

Beginning Balance

Source:
New Bond Issue
Interest Income
Transfers from Water Fund

Total Source

Application:
Horton Reservoir Repair
Bolton Stide Stabilization
Reservoir Coatings
Reservoir Seismic Repair
PRV Vault Repair
Reservoir Corrosion Protection
Service Replacement
Meter Replacement
Bolton Reservoir Improvements
Horton PS Improvements
Lake Oswego Intertie Upgrade
Main Replacements
1-206 Main Catwalk & Fail Protection
Bond Issue Costs

Total Application

Ending Balance
Bond Reserve Fund

Ending Balance without Bond Reserve Fund

Table 18
City of West Linn
Water Bond Construction Fund
Projected
2001 2002 2003 2004 2005
143,406 § 322822 § 553,182 § 682,530 $ 451,302
1,800,000 650,000 - 1,500,000 -
11,073 20,805 29,348 26,920 24,301
300,000 100,000 100,000 100,000 100,000
2,254,479 § 1,003,627 $§ 682,630 § 2,300,459 § 575,698
59,384 -
237,537
748,242
- - 213,784 -
- - 95,015 -
60979 - . .
42,131 - 45,132 -
- 28,827 30,880 -
21,425 - -
. - 47,507
- 83,154 -
192,821 299,354 - 320,675
1,665,000 - - -
152412 26,000 - 60,000 .
1,991,857 $ 540,445 § -8 1,858,157 § -
522,822 § 563,182 $ 682,530 § 451,302 § 575,693
154,580 211,250 211,260 342,027 342,027
168242 8§ 341952 § 471,280 _§ 109275_$% 233,666
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HESOLUTION MO, D41

OF THE

CITY OF WEST LINK
CLATKAMAS COUNTY, DREGON

LIMITED WATER SYSTEM REVENUE BONDS
SERIES 2004

DATED: SEFTEMBER 25, 2040
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Bewelulioa M He-11

A RESOLUTION OF THE CITY OF WEST LNN, CLACKAMAS OOUNTY.
CREGON, AUTHORIZING THE BSUANCE OF LIMITED WATER EYSTEM
REVENUE BINDE, SERIES 1K

The City Cowncil of the City of West Linn, Ol ackamas Coenty, Crogon, sesalves as fllews;
Secoian 1. Fmding.

The City Council finds it advaniagors in inme severne bonds of the City purieni s e
Uniform Revente Bomd Al of the Siwe of Oecpon, and bas met ol The spprepriaic requircreents
al the Acl, o f@enss the costy of coriain waler facility smprovermssis purssamt tn the Cily of

Woeni Lina"s Wﬂﬂuﬂﬁﬂﬂ.lmmﬂ}“““‘mmmwhhﬂ
winragE, Easanissien and disivimos sysem af e Cily s Progsct 8 harein definad).

Ractisn 1. Dedinitiens,
As et in this Resalstion, the flksing winds shall tereg she follrwing mednings:

= pmrisnl Dl Service” i Dhe arsoet of Bond prncipal a=d intersit wkich is scheduled io
e el in & Fiscal ear, plus ey st die Ciny & roguined o cradit o the Reserve Aocosm
pussiand 1o Section 1.2

“ i reenna the asdit regquingd by ORS 197 475

= aurditer™ meins & person mhorized by e Seve Comeil of Acsoumansy 1o cosdect muonicipal
nusdits prarsumel & DR 2975711

“Fise: Period™ musns ary 13 conautive soails duing e 18 mondu preceding the dane of
issuaree of & series. of Parity D2l pations

'HﬂﬂPﬂMWN“ﬁmrﬁ!ﬂm-mehteﬁﬂh
Bonds brtwern the City and (he Linderariier.

"Hond Pondiasss™ Meand e ininial bond purcheser of the Boods.
“Hond Boegi siar o "Repisinr means he paying agenl ond regisr desgeated by e Ciry.
“Buogikowrer™ meass a regiserad awies ol & Bond.

“Bonds” means the Sere 1000 Bords and py Paniy Oblipasans caedd persussl 1, or s
defmed by, this Resolution

“Ceriificaie of Cigy o =City Denificale™ mears a corsificate enceutend on behal fof the City by
thes iy Sl

Pages | - Resoluman 11 S e e R e 2 T



" harter Kale Listilntion™ metis Seowan 48 of the City of Wost Linn Charber s rasis on {8
daig of adnption of (ks Besaldlion which staes, in pan, tha no utibry rae ircrese may ascood
% in my calendar e willosl voler apgioval.

ity Corareal™ o “Craincd]™ mears the City Couseil of e Ciry of Wel L, Clackamas
Crunly, Decgon.

ST miars he Uy of West Linn, Clackeamas County, Oregon
iy (Hficial * mearm e Finasee Direcuor, City Manager, ar 8 desgaes of the Coencil

“Ching™ meaas e e the Bonds are exchargad for the peckase priee pursuie] o Se Boad
Furchisic AgieeTrea

Y pade™ moara e Iniemal Keversse Crde of 1986, rdles aid sejpuiianons prommelpeied theevendar
wndl amsendmanis theesia.

Defrai™ or~Evinl of Delioll™ @eirs my evong specified in Secann 15 ol his Realulion.

“Dnpeail Daie” mesns tho 15 dxy of esch month (or e sea biusiness iy 10 e 35 Gy of e
e i fol @ basness day

“Fiscal Yo meaza the poried begitmng on July 1 of gach year and ending on the nest
axeeading lune ML or an ofborwise definad by Onigen Liw.

“{ievan Revernies™ mesans all Tees and charges mshinmg from spoaton of the Waker SFem Bom
u caxrrernt Fisoal Year, veverrses fhom prodhuct nales and any izlcrel cardi ingd ] GILET evenues
wegpaired 1o b plad i th Water Fusd under thin Reselution] hewesss, Gros Revenoes does
] i

iy payrrenis of imprrecraen? asicsamesls [evead againg heaefind properties,

th prrcsds of sy jgrens;

the peocoai of sy borseawing fr capital Enprovemen s cacepl e beran providal,

the presziali of sy Babilcy or ather irsuwranc;

the proosals of vy coualty inEEino which the City intends W alilize for repair or
replacomend of Lhe Wiaer Sysiem;

prissidi of wales of saeis parreant in Section 10 of fhis Bew oo

Reirtbrarserers Fes Sysiems Diererlepment Chaspes;

It govemenl Feo Symems Devel ngrmem

Eyuemn Developmend charpes collecial Tor il o ehall ol Sei Fark or sy other
pevernieaial ey, ared

5 vl e e on olher e imposd by e Tty

i proverrsmi Feo Systoms Develogreent Changs™ means & fon mposad by Lhe City porsimi w
ORS 215257 o, aog. o s il may b anerded

I"r'!- Resed uiiog il e i s ol B st 7Y

=gl aabimsm &nmiesl Dokt Sorvice” micies the langey Anny] Debt Service calesliled on @l
Cratsianding Bords m fhe dale o B caloilon.

il Ciperaling Keveis” moans the s Revemcs lis e Opaanng Haposse

“Cipserating Enpersm” mears all payments it Som the Water Fend for eaperses inourmed for
pcralion, mainierance and repeir of the Project and the ®aser Sysier, nchading bt ol Bmised
i sddbninisianive eaporans, pepmcats B waler paichesed from Seoth Frek, faandial asd
aslilisg enperaes, mmumnce premiemms, lias, higsl ind mgineeng ceaposes reldlisg o
nperativs usd mevmisrance of the Witer Syslen, paymens and rescrees fiw pession. retiremet,
healty, lzapinlization, and sick beave berfis, and any other similar capessch Lo b pad w e
exiesl properly and direcly sttributahle o operations of the W Sysicem. Howevs, operating
Fnprenics 80 o inchude: (a) debe wrviee payries {beny rebates paid from Geest Reverues
wrabss Bescricn 140 of the Codle; () depreciataon and amoriization nf property, wilees of lasses;
{ il mscaunts mrested for sranling parpeses i prymens for capial expendinees (&) apsl
wrasslers and oailryy which iclude, witheut limilarion, warsion: o capital coasFection scoouis
and exgendivares for rencwali ara replasemens; (1) Tanpaper Refusds fenosl fof purposes of
St ¥ ared (p) rasondizary aral noressaming 8 pmdiiunes {vech i e pendiones for Wi
Eyabern damage o desirsclion sl Fer damage of desinection of perami of ProgeryL and
capsdinires for profourmal asd consihn servioes misied io long satge plinning and
Busrowings tn foare: the Wit Sysien (sich as sxperdimues for (he pervives of o Cualsfied
Copselian: which are requiesd By This Besakgiion], for Waler Sysoam masier planring, fior
retemrakizg sevvioes, and G fiancial sad engisccring foui Lakny sTades

“ORE" mewns the Chregen Rovissd Sianes.

“humianding Bods™ means ol Bonds suftoroed asd defivcred pursdant 1o this Resclutins
et Flresdi Sseretndone canoted or drissed purwaadd ke Baotan 19 of his Hembtion.

“Furity Cbligations™ means sy revenus berads o other chligations of the City which camgly
wilh [k Eeviions of Sectm 11 of thin Resolution foe the isssanc of Panty Cbligatioss.

“Femimed Indehisdnes” meoars Paricy Cliligateons and Seborknaic Oblkgution.
“Parmitiad Iresstrrens” osans thivss |esstmemis sutherinal by Ceegon Law for e City.

-|-u#wnmm¢mmmulnwuwrﬂ&vmuum
Gervice Leoein] and the W Debt Roaree fuooent {inchuting any ercopended intees:
mppmmwmmmmwnﬂdmm
1o et i The Wister S0HC Riemnibursermical Furad and any smoene available under any Resene
Eqimmnymt-hqumllgﬂmﬂﬂmlkﬂnuhﬂlnﬂammmﬂ:
Water EDC Fumdd

“Projects” e wedciuel repairs, improved scoou asd repair s fe 118 Trenamiision bla,
Ireusier e SIEHON (MpTeersont med nther improvenomis a8 described in Lhe Cite's Wanr
whasier Plas, 1503, which will e Anameed wiih (he procesds of the Serics 2000 Boailks ard Fanty
{hligilion.
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Y Juabifed Comullind”™ qesid & edepeadons @ ginee, i mdeperaient nuhive, 12 ndeperalen]
firarsaal advigar, or spiby ircapenden profensonol conmabin? of receghins] sindisg asd
b cupeni Ence and wx poriise iz the area for whach wuch peson of Bnm i remined by e Oy
o prarpoeses of perfoemng schiv bl speilied @ Dhis Relution

~flehute Accodnd” means ibe Bebain &ccosnt cocstod 6 the 'Water Fusd For deposdt ol rebse
grmcants, il sy, recuimed o be paid b the leiemal Revesos Servicn

“Riecimd Diate™ means the fifsserch (1 56) duy of the fsonth posoeiing vach inimes payment daic.
Pt #ieass the Regierar and poyeng apent mocelablithad in Beaion |32 of die Resnbaion.

"Hamberoncel Fit Syaiems Dessiopne g™ mesm s o imgpesed by the Oy punsism
i RS 323,397 i, oF a8 i mevy be snended m ionsect. wilh e Wanr Sypsom.

"Hoquircd Reserve” means tha besser of Maximers Anacal Dele service on all Deisanding
Baruks &7 (he amauni describad in the soal scnienie. I, o the i of msumnce of wsries of
Biarady, the areounis repaeed o b e 128w Bosd Reserve Acceun] 1o make die halaro: is
thie Buradl Reservi Agsoart acpaal in ibe Plaxsmn Ssal Die Send oo sxosads fia Tao
Peliirim calculsicd with rowzoct 1o Thl Series, then (he Resores Rageircmcel mcans Lhe
Fensmervee Booquiremei! i TFect o (e A of tha meumce nf the Sores of Beadt {cakadlaved as 15
the series ol Bonds wrs nel Ouriesdingl, plas the Tas Micmam for fie serme of londs

R Exprivalel™ piwstis an i rerance podicy or Letier of coakit iiseed by @ masicipal band
wmmu|muﬁhq-udhﬂlulmm-lﬂhﬂhﬂiﬂf
copdin is ismd ] of o lexd Axor AR mdoiermiaed by Moody's vesan Sevioos o Sandard &
Poor's Comarsiien, ar ther Fecosiss. i which (ke : a1 jil bl

bos eracomii thoral |y provichs tha City with frndh in an e which, when comisised with
i ailahbe Pt proceads or ethor pvailible fursds, it bave toen previceasly doposiied o the
Peseny Accousi, ouyuils e Ragisad Eeeras

“Rgmelption’ mears s Fesoliymon.

S prigs 30N Bk e he Tin's Limiosd Water Sywien Soveeoe Bosds, Beris 2000,
sl pareseal m thee Resalaton.

*Gouth Ferk™ means the Soeth Fark W Baard which was croilol By 6 agresmaT beoween
U Cikies o Cregon Ciry el Weni Lien ne mos) recenty modifed on Joly 32, 199, which
M.uﬂhhjﬁuummmqr:-umdmnm
EYWEITL

*whrarth Fork Water Syvaen™ means i waie oy cwned and opefiesd by Soeh Fork

i Fork Sywbem Develepiias Chirges™ meaas ihooe South Fork Sysien Devd opemem
L1-Fu:ﬂﬂtﬂtﬂ'hrm€h:ihl'ﬂt-hl|rﬂf3mi Forll,

Paga 4 — Pesaletizn -

~Eubawrd inale Cibdi it iare™ o sy ohibgations of die Ciey payakle e Wine Ferd which
cirmply s il the previzioms of Seciion 14 of i Rocduom

“Tas Masisr™ means for sy s al Berds, the losa of: e greses smoen of principal,
InmmmiFnr.m:ﬁ]hHﬂﬂﬁﬁletﬂﬂﬂﬂ"gﬂﬁ 1288 ol
average armenl of priscipal. inees and premisr, if aey, raqeired w b paid on sech sries
s 11 Fial Yomrs in which moch seney will be Outsaneding. calouiaed as of the daie of

| ssmsnee od wech wmricy; or, ke paeel of (he procesds of sech Senes, w “proceed™ is defised
o prarpeamcs af Section |48} of e Code,

“Tanpuyer Baferds” mess anmy refisds o ofies smonts peyahin by dhe Caty 1o iy Supaye,
raix payer ar other pany ic sy be reguined by iha werms of ibe Teopaves Frob-otien lnitime. il
mﬂhMMwW?.MHHMMMMJMF
sidiild redpairemeni s deseminad by the Cily.,

“Tenn Baads™ rssre 1o Barsdy papatle al o before ther specifind manarnny daie o dess fom
mandmiary snicing fond prymob cilablidad G that ponpsss and caloulstod 1o reties sech bosds
i ar Eeiore thoir dpoc fed saranite dane or dass

Waer Bamd Construciion Fend™” or “Coasnsmion Fend™ meana the Walo Bord Corsinilieon
Furd hereiofons creabad did % bs mainianed parvaasi o Sectom & Lo Fok] Sisds o b ised o
pay far e Progent

ey Dol Sevice Accrran ™ moan the ‘Waler Dobé Serios Soomant & b rreaied aad be 5o
msimisined peresani & Soctes 8 by e Cily b bkl Tersds 12 b unsad iz pay Borl prnipal and
mierel and prorrd uime i ey

i gier Dhebl Rewiaee & 000 of “Hosares Acoourd” recars bl acioinl Beiein crastond ard in
Tbe st prarsaant s Secton § heemal,

=i gier Furel” rresare The Wiarer Fusd hercicioes croaiod and 60 be i Dleiped (UPSUATE I Seoam
T which Gross wre da be depoiied.

“Wiale Symen” of "Nyt mems ibe antrcty of e Cily's SaKT FOMES, (MARNG.
\raremizian and divrbation (icililics , b o 8o e ke e South Fork Waler Syilem.

=gty SN Faral” meara the Walcr S0 Fusd beretodine orested ad ia be maninad and o
which Improvemesl Fee Sy@ion Developmenl Chargas are depasicd

gy 51K Rernbareenent Fund” mens the Weter SIH lesmbarenai Ford beesialon:
creaind and ko Bt meive e 10 whish Beimbesamneni Fer Sywion Devclapient Changes am
demesrml

Sectien 1. The Serics 7008 Bonids.

31 P s the sothariny of GRS 286 B8 w SAE 885, the City Counad herby sutharizc
o divecin fhe mamnoe of te Cily of West Lina, Clsokamss Couniy, Orepon Limiled Wilsd
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Eysiom Frverus Bosds, Scrcy 3HA), n ke i gt i i il Badam! of naok 4 aomsd
1,500,000 | Dme Adllian Eighn Hondeed Thossand Trdlar jike Senie 2000 Bonds™) The Ciay
Tl o beeall ol the Dy, andd wichool fariber sction by the Cily Coundil, may:

(AT Participate i the preparstien and sehorne ihe dairiselion ol o prdimisary
alficisl matersoni or aiver deckores dooona for The Serics 1000 Bosds;

(Y A & papng sgay i provcds s inoosnectis Wikt Sees 2040
Berils;

W3 %ebect one ar marr usdoren s Fer e Botes 2000 Bonds asd sagriiee the s
al, wrel exveate, o Bond Furchise A greement wif tham asderaTiios

(1) Extaalih dhe prinspal s, ienes i, radampon ioms, paymcel dec
e oiber ven oF The Series A1 Boads, provaded thal the Beres D00 Bodil s are sold &
& inae minvest oost of Bol o cuored e aad

E0F B, sl and deliver fae Sorics 2000 Bosds, and egeouia and del iver sy relsicd
certificales oF Sooumsnm and tmke sy other actions which e reasonibly rapdinel w
A the Serees 2000 Bonds in scovmdasce with thes risalation.

Seition . Redemprian.

&1 Opaional. The Ciry sesrves the nighl S redeers all o aay porian o Bie Senes 000
Buvndis aa chmerrroneed by the Cliy G cnal

&3 Mandsiery, Cermsin Tem Bords, iF oy, may be sabjedt 1o masdaery panial

pricr te muturty, by b, s determrined by (he Regiamar, hegnaing m the yoam act
foeth in Lhe Puschiss AgresmiL i thee prircipal smovasis aed 1= the years as 520 o in iiy sale
g dvelopead by the Criy Cficial

A% Fater L‘ﬂﬂ_mhyq-hun#hinhmmuhmmﬂﬂ
naiice of mry uch radamption shill s @ ven by fhe Ragetrar on belalf of the City by mniling &
cupy ol i ofTkal redempiian soltica by repiesered or cortifend il o beast 1) days and mod more
then el chuys prior io e date fisod Fer redemption 1 the reglsered oamer of the Sorice D0
el or Basds 1o b redeemed o0 (4 sddres ghoram on the Boral nogster of al such o sddies.
i 8 Tamished i writing by such ropeiorad oarer 1 e Ragiaimo. Noncn shad] slss ke
pablishod i onc ixi of § basiness pd Mrancisl resspaper pablishad in Perilad, Oregos, o
Tt 0 vy prior b she daie fioed for sedemption Fal e b giee such ratica, of a defect
chenem, gl e nfTect ke wababity o ihe pedamprion.

44 inibe cme where The Deposiiony Trem Compazy 707 10 acling ab soiurlics
depositary For e Bard and feas {hax ol Borsds of @ rslurily st (o b redeeried, the Regainr
wheadl moti Fy DT et maoe (b 45 s peicr oo thedans flaed for revkemiption of dac maturity 10
loe pedeaieal . INTC aBall determing by e ihe prizcipal of Lhe muterity of Bk 1 e rdeemd
al each FTT participeais mised n sech sty 1o be sedesmad.

Pagg= b — Resalitiin i

4.5 Al offcial rotices of sedempiion shall be daded and ilsll s
(A)  (he redemplion dus,
By ke redempian price,

G0N i kes than ol strisndisg Series 1005 Beak ane 18 e radeamed, 50
hmirfication (anld. i the cie of parval pedemption, ike respeciive prmeigal dfoiai] of
the Benict 20000 Bard m b edoenad,

(00 kit on S radepeon dat s refereption prce will beooers e and pavabie
wp each mech Sores JE] Bosd or portion (heresdl callidd or rodermpann, aed (ka
e theereas shll cense ke gt from ard afier aid date, snd

(B} the place whooe sech Seraes 2080 Bords are tn be surseaderee for paytrer of (e
rederplisn prive, which place of pavmani shall be the priscipal office of fe Regiamr,

dn TheCity sball deposdl ik the Regses, o6 o bofore the dne thal role i gven
Pu“|m5¢u:|m-l}”-1-1ufh!ﬂiﬂtumdrmmﬂhmh
pabargtion prica of all the Bondu or porsor of Series 3000 Bonds witich are fo be nadoimal on
rhat dase

47 Difical sclice of paderpiion aving hem gven as aforoaid, Lhe Series 7000 Bonds of
sertiens of Sefies 100 Borsds o 1o b redoomed saall, on fhe radamgrion date, hacome du snd
gashile si tha mederepson prce thesen specifead o from aed afier sech duie (usless b Ciry
shadl defwalt in (e papment of ke redemption pricg) such Searies 300 Bads o poriara of
Eupies 71000 Nonds shali cone o bear miese. Upan semssder of much Scrics 200 Borad for
rederrption i poondanon with wkd notics, much Sor 3000 Bonis shall b paké by faa Registrar
il the sedempiian price. basialbnebs of iiessil die anar prier i the rodamption dite shall be
pasatic m hestin provided for paymrens of mimesi. Upae srrosder fer asy panial redempaon af
sy Sevies 2000 Bond, there shall he propaead S the Tegisened owmar 8 perw Some 2000 Basd
o Bonds red the xerme sty inthe sivods of the enped princpel. Al Soric 2000 Berd
which huwee bien rediersed shall B¢ canceled and desinipal by Uhe Riisrar and gasll ren b
et

4F  lnsddinon m ihe forcpning ot Silher peties Sl be piven by she City a sl ol
heedrvs, bt s et i sibd Fariber matkog rowr sy Faibere o gree all o ang postion ol much

Fusther Aetios shall i sy manner defesd dhe cffect ol vl Fiom E of nvis:
theron |8 grven an aburee preseribed.

{4} Tach futher e of pedesiplion given keroonde shall contn Dhe: il on
reguired sboree i an ol notics of mdempiion phu

(17 b CLESIP rrambers of sll Senes 20630 Bonds g el

§15 i dme of e of dee Senes 200 Borh i o g nal 1y mased;
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3 theeme ol e baoree by asch hored bemp redeemad;
{4y thematenty dalc of cach bond bemp rodevimesd; and

(8% ooy ether decripsive infermation neaded w idenil fy sccerstely the Series
D Bosidl Being rikoermesd.

(Bl Echsuch farther nodice shall be pohbshad o ime in The Boed Buyer of Mow
ek, Mew Yok o, IF sach publizson & mmpractical or unlikely 1o resch o susstntial
tumiber of e Serws 2000 Boadowner, insme ofser firarcsl sewspaper or joanal
which regul gy camics nodices of redersption of aiber chibgaoss dimilar w e S
T30 Bends. wich puslicanon o b made o least 4 doy pesor 12 e daie fined i
sedbes v,

[T} Wpen the paymenl of he rodirogrtion price of Saries 2040 Bonds bring redcemed,
each cheack or siber transks of Teiels s for sach purpean chall besr the CUSIF
rumbser iestifying, by iwie ind sarriry, hie Series 2000 Bonds hemg redonmed with
(ki proceeds of wich check of Giler meralErn,

Spction 5. Farm of Bend.

%1 The Serics 20080 Bonds shall b in ssbsumiialy the fomn smsched kerein as Exhil 4.
‘Ttz Claky rrary isse bodeds in wm@onry rypesviom fom which may be lie exchanged (o
definitres bonds within ik days of delivery of the temponny sk

57 The Regsimr iz autharized io provide fir the izsasce and dedivary of bonds
MmMﬁﬁ:ﬁﬁunflmﬁliﬂw.mmﬂtﬂmmﬂf
wuch depeshony’s nomines as Cherer and in cueons such igroamieals. 1o undenake sech
ohligatians and m mercis sach riphts iz addition b e provided herein, and ioake sach
(uiiEs 5%t &8 whall be necemary oo spprierinie theseloee. all in pooondanay with s meraciions
ol the Ciny st for i an City Centifcale.

Sectiom & dhpeaitien of Bamd Proosds sl Pepos o fhe Watr Bend Constructien
Fand.

G0 Imieres scorend i dae date ol tie Series 2000 Bonds unti| the date of dlosng sl be
placed im fan Waier Iichi Servies Acooisl keredn oreated. An amoens chall bc dopostad in the
Raserve Accounl sullsssl o fand the Resrve Accoant squal in the Requina] Reserve oilss
aibar provisiom hive bom made 1 fond e Reserve Account parean Lo Section E of this
Erscduiion, in which e, sl proceads skall be placed @ the Constrictien Fud. The halaoe
of [he Scsies 7000 Barad precmds shall he placed m the Commtructos Fard, snd shsll be
disguried maly w0 firarce sothonzed improvencels W the Waer Systen and coss incarmed m
enimeolion with e wesarce of the ferics 2000 Bordds

&1 Bonevs in the Constrodon Fundd may he ireested in Permilled Invesmenis & are
apthorizcd by less for the City, Ewnings from javestmend of the fusds is (e Conswrootion Fusd
gall e mumlamed i e Conmrectien Fond, and shall he iroiled wel dissursed es Bond

Page & - Resedumm tim

proceed. Constution Fand balances ssrheiabls o Bond procesds which ane et nesded for
consirac o irarp be mansiemed i ike Waier Fusd

Sectios T Degorsie, Pledge and Vs of Revmurs

N mﬁlrwﬂyﬂmﬂﬁaﬂﬂﬂmhhmﬂmwﬂlmmﬂl
all fiomeh. Perswmi o DR 5 T 394, this pledps horchy made by the City shall be walid and
by, froen the time of e sdaption of this Resclusion, The Pledged Reverses s pledged and
hesealler fece viad By e Ciny shall immerisiely be subject w0 the lien of such pladpe witio amy
Pig‘injdgwnrimh-u.qdhhmurhphdrﬂnhmwlﬂrﬂwcim"d
Jer whitssever io the fallest exical permmiled by ORS 185594 1)

22 AR Clrres Bevonoes shall be deposiod 1o of mainesined m dhe Wales Fusd  As king s
wny Bonids resuain issued asi cRsianding, the Gross. Revenecs (azd (e Gress Revenues are
not suifcient, ol ofer Fhad gisd Revenims ) recaisnad by the Cry cech mosth skall be orediing o
e el bovwi g crovins, andl 1sed solaly dar e fodlowing parpsses i e Following onder of
prieeity:
(&) Mot lwier fan fhe Depeail Dule of each mai, commancing with the St Deposi)
[iuse efter the cloming of the Sevics 2000 Bonda. he Ciry will make s sebetantially squal
by crediit b fhe Waie Dicb Service Accou s0 that an ammnt ot loast egeal w e
el schaodaled Band intoresl payment is crediead o Woater Db Service Accounl 20 e
Diepoei Dinte immeadinicly procodisg kit schaduled Bond mieres: paymcnl daie;

iy Mot laer (han the Diepoah Dain of cach monih, comifrenti g ol e Tme Depost
[huie afies the chosing of Tan Sorws 2000 Brods md afler (e cred desen bad in the

preoeding subsscion ol dis Section 1.2 bos Been ivdade, (e Cuy il e 8 sohatartadly
aqiil mendhly credit in the Witer Diebt Service A0coum 80 Thal 53 azmoual ot least exuil
10 the i acheduliod Borld pritcipal payire s oreind in Water Dobt Servaoe Aeouml
anike Deposil Dale imcdhalel y procsding that schaduled Bond princpal paymers dee:

§C1 DOa e Dapoait Duie of sach mond which iztredisdy precedos o scheculbed
Bond grincipal ar isieres pryment daie, s the cradits desoribed in the preceding
sibgsonicns ol fis Section 7.2 bores boea made, tie Ciry saall cradit tn the Wiater el
Sapwion Areoant army armarand which is raguired m miske fae Salance i fhal scorom el
e e mmreani which o scheduberd 1o b paad on that Bosd priscipald or inbersil gyl
g

¥ Mot loes s the Dapoait Duin of csch momih, afis e aredits desrbed in ke
pm}i;uuﬁmmmamm?ihmmmmcmmimmh
mxrve Account the amvoumi desarised in Seclon EICL iTany

(EI  After ol 140 condits describal in the preceding subsections of this Section 7.7 Rave

bieem misde @ full, the City may apply Plol ped Bevenees w pay principal ar ialenes o8
Subsprohria Ohligaisorna,
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[13] Afer all (he cead it desoribed in the prececkng sehecctans of tes Sectien 7.3 lures
Bt ekt i Sl P Oy may wes the Mldped Reverresi on asy daie o pay Dporating
[ pensas,

¢ ANer o e oredits described m the precedng sebeectass of e Seotien 7.2 e
Bech ke in AUl tha Cirp may esa the Pledged Reversssh on any £@ie 00 oredi (he

Hy  Afer oF the condits deseribad i the procerkng sobsectaas of s Soction 7.2 haee
ern meade in Al fhe Oy may wee the Mladped Reveriich & iy 380E 50 pay Tagpaym
Refaras, and

A ARer Al e sredins describad in the preceding subeetiens of this Beotion 7.2 have
e msde b ST S ity may use the Pladped Revernes on any date Tor any |asfol
P, @ hading poreng for oo ol saguitieg propeny ad equipmai,

pdidnoms, betiermeonia, imprioverienls ol BEREIES 10 BN AYIERERIRS i replecermeri of he
Waier Sywiom ard radecming of purchasing Bonds and Subordimaie (bliglion.

Seclian 8, Fundi and Sresuns.

Bl The "Wianer Dbt Service Account i hordy croated (s e Water Perad. Tha Uity shall
Feabd smiouis credhicd o e Wik Delt Servies Aaae in tres e the bl of Berlowimrs,
ard shall wse i e i Uee Water Delbn Senace dcorasi aely & pay Berd priscipel snd imersa
in secerdance with this Besos, The Uity shall oodit tee Pladjed Rvmses o ikbe 'Waier
Dty Sorvioe Accreand ax regeered by Soctios 7204 ) asd Seaion 7. 2(B)

B2 The Wy Debd Ressrvn Aconani s horety cremiad n e Wiler Fusd The Cigy shall
bl mervedints oredied 1o The Waier Dbt Resesve Awcaeisl i e For e b of Boraoemsers,
i 1hiad| wsa o the Water Didht Koierse Moo slely 1o pay Bord prmcizal snd
irvigrest, ard oely if the balinee in e Wi Debt Servios &cooun is nal soffecont lo pay Bosd
privcipal smd inleres! paymeals when due, o5 provided in this el dien.

(A1 I the armant coeditad W e Wister Deba Serdcn Acoourd on The buincss &y
follewing ary Deposil Duie which immasiaiely precedes s achod uled Bosd isteiest o
peiseipal pasTrern dae it ke than the arsousi g irad |6 pay Bani pringipal of imeees
ol Tl payreeri daic, the Ciiy shall bassfes frm the: Winner Dolw Bosservs Acoouni in the
Wortar Diehi Servce Accousl n aroerd SilTicken m maks the helenos in the Watar Dn
Aerviee Acood| &l beast eqaal w e anoumi required o pay Bosd prnsgal end imees
wturchi i ofi thest Bomd payTrane daic.

€81 The Ciry eaverans with the Dondorarsrs thal the City dhall mainian & balancs in
e Beserve Accruri o leas aquad o the Roquinad Rewerv, orediied from the Pledged
Rovences. This soctiom shall ol profi the Oty from depoeditng cther Sasdi i the
Renorve Adniint.

1 In ke seent the arroent credlied 1 the Reseres A consl m bsis thin e Raguenad
Reseive, the City 9hal| mske substand ally sopas] manihly paymesis pursiasi o Section

Pagn |0 - Reselution 1 e p———— T e T

T30 im 3m ameont which i wMiceml Lo élidfne te feflcieecy wathin bechve monthy
afier the dase of The deficicscy. |8 e even the amoimi cradned in the Roerve Aoarent
inreore than the Reapiived Reserve, any sach encem may be crahiod 1o any ether g0oounl
within the Wianer Dy Service Aeamant,

i Thckalasce in the Reseive Agcount $hall inclete, m sdditos do csb depoiils and
Barnd pricosidi the a0 amoant of sy Resra Equnalals

(£} Irvecstrecnd of funds in the Eeserve Acooumi may oaly be in Permitiod lavestments
wrad wech investments shall be for & ponod of 2o mone than Sve years of G Gnal Mty
of the Boads, whichews is less The value of investmends i cidk Resene Accoent saall
b: deteqiranesd s of Mosersher 15 ard Moy 15 of esch Fisal Year, Irvestments crodiied
15 (he Raserve Accrael which radues in ong year of mom (nchding deponts m bask
scoounis and the Chegon Shoe Term Pandj (8w "Local Clavermenenl bivesimesl Foal™h
akall bz valsed ot the sser of thair cosi or mucke vakic., [7on e b buminess day afier
U Eie o1 e walugtan fae smevenl =n depenl in the Besorse 4o00umi 18 in e of te
Fopsoran Haqed rerment {with investrmens on deposd | dherein being valuad s provaled
herem |, the City shill witidies such cooms and mansser il w the 'Wiler Dbl Servios
Accourl 1T o8 B2 Tri beainem day sier ihe daie of the wibiation Se smoent on dapoeil
in U Reserve Ascoent 4= ke then the flsorve Reqairerient | wish imestmmens= en
desoain therein hang valued m provided herein), the Ciiy shall commercs making crodits
o iher Reserve Accoent ax provided s {C) of this Resalstien

Section ¥. Covesanti Relatisg w Aate,

a1 The Oy aball argess mdes, fees and ohargss for the Wster Syabern each Fiseal Vear
Mnrﬁﬁm“muﬁmtmdhﬂwmlmﬁlfﬂﬂ“d
Dbt Sepvioe for thai Fiscal Vear, Croong e wilh i oovemant shall bo determinod in gpoed
Taith by da Ciey o leber Than 10 di afes e & of sach Fiscsl ¥emr, baned cn The bewt
fizancial miormation aed edimaes rasasshly pvadlablc tn the City o thin time. [Din

detereei nition ird ko chs the ity failed tn ponesite Met Operaing Revenuss (or the pror
Fiscal Year shich were of loawt 1308 of the Asivaal Debs Service for thai Fiscal Year, il shadl paon
careiitain an Eveant OF Delaal o U Ciry sakes ol of the folowny scions

{4 s quecichy sn femile, the Cily raiies poes up 4 i manimom albowed uder e
{harier Bate Lireilakos. for (e sdimens calbesdsr year.

i) Wi ihin 30 da afier e detarmination is mede, s Ciiy Offcal obiain g epon o e
(rmlified o b recommending changes in ithe schedule of rales i chages
vl i g changes whigh munml{wﬁdﬂuuhmﬂ'ﬁrﬁhﬂ#wh“
Carspliani pessmaty progects will pormit the City 1o produce b Cperating evonus is
that Fiscal ¥ear which are ol et | 308 ol die Araal Db Servce for the Facal Yo in
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(F) 1t shall not constitute an Event of Default under this Section 15.1 and subsection
9.1(A) if the default cannot practicably be remedied within 90 days after the City
receives notice of the default, pursuant to this Section 15.1, or within 60 days pursuant to
subsection 9.1(A), so long as the City promptly commences reasonable action to remedy
the default after the notice is received, and continuous reasonable action to remedy the
default until the default is remedied.

Section 16. Remedies on Default.

16.1 Whenever any Event of Default exists, Bondowners representing 51 percent or more of
outstanding Bonds, may, without any further demand or notice, exercise any remedy available at
law or in equity, except that the Property shall not be subject to foreclosure or attachment and the
Bonds shall not be subject to acceleration.

16.2  Whenever any Event of Default exists, Bondowners representing 51 percent or more of
the outstanding Bonds may appoint a commercial bank with a reported capital and surplus in
excess of $50 million as trustee (the “Trustee”) to represent the interests of said Bondowners.

Section 17. No Remedy Exclusive.

No remedy herein conferred upon or reserved to Bondowners is intended to be exclusive and
every such remedy shall be cumulative and shall be in addition to every other remedy given
under this Resolution now or hereafter existing at law or in equity. No delay or omission to
exercise any right or power accruing upon any default shall impair any such right or power or
shall be construed to be a waiver thereof but any such right or power may be exercised from time
to time and as often as may be deemed expedient. In order to entitle Bondowners to exercise any
remedy reserved to it in this Section it shall not be necessary to give any notice, other than such
notice as may be required in this Section.

Section 18.  Trustee Duties Upon Default.

18.1  Upon the occurrence and during the continuance of any Event of Default, the Trustee
may, and upon written notice from the Bondowners of not less than a majority in aggregate
principal amount of the Bonds at the time outstanding may pursue any available remedy at law or
in equity to enforce the payment of the principal of, premium, if any, and interest on the
outstanding Bonds, and to enforce any rights of the Trustee under or with respect to the
Resolution.

18.2  In addition, upon the occurrence of an Event of Default, and upon the filing of a suit or
other commencement of judicial proceedings to enforce the rights of the Trustee and of the
Bondowners under the Resolution, the Trustee will be entitled, as a matter of right, to the
appointment of a receiver or receivers of the Gross Revenues and other amounts pledged under
the Resolution, pending such proceedings, with such powers as the court making such
appointment may confer.

18.3 Ifan Event of Default has occurred and be continuing and if requested so to do by the
Rondowners of at least 51% in aggregate principal amount of Outstanding Bonds and
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indemnified as provided in the Resolution, Trustee will be obligated to exercise such one or more
of the rights and powers conferred by this Resolution, as the Trustee, being advised by counsel,
deems most expedient in the interest of the Bondowners.

18.4 No Bondowner of any Bond has the right to institute any suit, action or proceeding at law
or in equity, for any remedy under the Resolution, unless:

(A)  such Bondowner has previously given to the Trustee written notice of the
occurrence of an Event of Default;

(B)  the Bondowners of a majority in aggregate principal amount of all the Bonds then
outstanding have requested the Trustee in writing to exercise its powers under the
Resolution;

(C)  said Bondowners have tendered to the Trustee indemnity reasonably acceptable to
the Trustee against the costs, expenses and liabilities to be incurred in compliance with
such request; and

(D)  the Trustee has refused or failed to comply with such request for a period of 60
days after such written request has been received by the Trustee and said tender of
indemnity is made to the Trustee.

18.5 A waiver of any Event of Default by any Bondowner will not affect any subsequent
default or impair any rights or remedies on the subsequent default. No delay or omission of any
Bondowner of any of the Bonds to exercise any right or power occurring upon any Event of
Default will impair any such right to power or be construed to be a waiver of any such Event of
Default.

18.6 Pursuant to the Resolution, if the Trustee takes any judicial or other action in an Event of
Default the Trustee has full power in its direction with respect to any continuance,
discontinuance, withdrawal, compromise, settlement or other disposition of such action, uness
opposed by the written request of the Bondowners of a majority in aggregate principal amount of
the Outstanding Bonds. The Trustee is appointed attorney-in-fact of the Bondowners for the
purpose of bringing any suit action or proceedings in an Event of Default.

Section 19. Amendment of Resolution.

19.1  This Resolution may be amended without the consent of any Bondowners for any one or
more of the following purposes:

(A)  To add to the covenants and agreements of the City in this Resolution any other
covenants and agreements thereafter to be observed by the City, or to surrender any right
or power herein reserved to or conferred upon the City which in the opinion ofa
nationally recognized bond counsel, filed with the City Council, does not adversely affect
the interests of the Bondowners.
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Preston|Gates|Ellis ..

October 10, 2000

City of West Linn Seattle-Northwest Securities Corporation
22500 Salamo Road, #600 1000 S.W. Broadway, Suite 1800
West Linn, OR 97068 Portland, OR 97205

Subject: $1,800,000 City of West Linn, Clackamas County, Oregon
Limited Water System Revenue Bonds, Series 2000

Ladies and Gentlemen:

We have acted as bond counsel in connection with the issuance by the City of West Linn, in
Clackamas County, Oregon (the “Issuer”) of its Limited Water System Revenue Bonds, Series 2000 (the “Bonds”),
which are dated October 1, 2000, and are in the aggregate principal amount of One Million Eight Hundred Thousand
Dollars ($1,800,000) pursuant to ORS 288.805 to 288.945, the Uniform Revenue Bond Act (the “Act”), and
authorizing Resolution No. 00-41 of the Issuer, adopted September 25, 2000 (the “Resolution™).

We have examined the law, a duly certified transcript of proceedings of the Issuer, prepared in part
by us, and other documents which we deem necessary to render this opinion.

We have relied on the certified proceedings and other certifications of public officials regarding
guestions of fact material to our opinion and have not undertaken to verify the same by independent investigation.

We have not been engaged or undertaken to review the accuracy, completeness or sufficiency of
the official statement or other offering material relating to the Bonds, except to the extent stated in the official
statement, and we express no opinion relating thereto, except to the extent stated in the official statement.

Based on our examination, we are of the opinion, under existing law, as follows:

1 The Bonds have been legally authorized, sold and issued under and pursuant to the
Constitution and Statutes of the State of Oregon and the Charter of the City, and constitute valid and legally binding
special obligations of the Issuer.

2. The Bonds are not general obligations of the Issuer but are payable solely from the
Issuer’s Pledged Revenues, as pledged and provided in the Resolution. The Act creates avalid lien on the funds
pledged by the Resolution and on a parity with other bonds, if any, issued under the Resolution.

3. Interest on the Bonds is excluded from gross income for purposes of federal income
taxation under Section 103(a) of the Internal Revenue Code of 1986, as amended (the “Code”). The Bonds are not
private activity bonds.

4, Interest on the Bondsis not an item of tax preference for purposes of the federal
alternative minimum tax imposed on individuals or corporations, but is taken into account in the computation of
adjusted current earnings for purposes of the corporate alternative minimum tax under Section 55 of the Code.

5. Under the Code, the Issuer is required to comply with certain requirements relating to the

use of the facilities financed with the proceeds of the Bonds and the use and investment of the proceeds of the
Bonds. The Issuer has covenanted to comply with these requirements and our opinion assumes such compliance.

A LAW FIRM A LIMITED LIABILITY PARTNERSHIP INCLUDING OTHER LIMITED LIABILITY ENTITIES

222 SW COLUMBIA STREET SUITE 1400 PORTLAND, OR 97201-6632 TEL: {503} 228-3200 FAX: {503} 248-9085 www.prestongates.com
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Failure to comply with these requirements may cause the interest on the Bonds to be included in gross income for
federal income tax purposes retroactively to the date of issuance of the Bonds.

6. The Issuer has designated the Bonds as “ qualified tax-exempt obligations’ pursuant to
Section 265(b)(3) of the Code.

7. Interest on the Bonds is exempt from State of Oregon personal income taxes.

Except as stated herein, we express no opinion regarding any federal, state or local tax
conseguences arising with respect to ownership of the Bonds. Owners of the Bonds should be aware that the
ownership of tax-exempt obligations may result in collateral tax conseguences.

The opinions set forth above are qualified only to the extent that certain rights and remedies of the
Bondowners may be limited or rendered ineffective by applicable bankruptcy, insolvency, reorganization,
moratorium or other laws or judicial decisions or principles of equity relating to or affecting the enforcement of
creditors’ rights or contractual obligations generally.

Our opinion islimited to matters of Oregon law and applicable federal law, and we assume no
responsibility as to the applicability of laws of other jurisdictions.

Respectfully submitted,
PRESTON GATES & ELLISLLP

Lawyers



Appendix D

Financial Statements

The City’s Auditor has not performed any further review of the City’s general purpose financial statements
since the date of the audit contained herein.



PAULY, ROGERS AND CO., P.C.
r ® CERTIFIED PUBLIC ACCOUNTANTS

+ 12700 SW 72ND AVENUE + TIGARD, OREGON 97223
+ (503) 620-2632 * FAX (503) 684-7523

March 21, 2000

To the Honorable Mayor and
Members of the City Council
City of West Linn

West Linn, Oregon

INDEPENDENT AUDITORS' REPORT

We have audited the general purpose financial statements of the City of West Linn, Oregon, as of and
for the year ended June 30, 1999 as listed in the table of contents. The general purpose financial
statements are the responsibility of the City's management. Our responsibility is to express an opinion
on these financial statements based on our audit. . .

We conducted our audit in accordance with generally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the general
purpose financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the general purpose financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the general purpose financial statement presentation. We believe
that our audit provides a reasonable basis for our opinion.

In our opinion, the general purpose financial statements referred to above present fairly, in all material
respects, the financial position of the City of West Linn, Oregon, as of June 30, 1999 and the results of
its operations, and the cash flows of its proprietary fund types and nonexpendable trust fund for the
year then ended, in conformity with generally accepted accounting principles.

Our audit was conducted for the purpose of forming an opinion on the general purpose financial
statements taken as a whole. Thc supplementary data of combining and individual fund and account
group statements and other financial schedules, as listed in the table of contents is presented for
purposes of additional analysis and is not a required part of the general purpose financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the general
purpose financial statements and, in our opinion, is fairly stated in all material respects in relation to the
general purpose financial statements taken as a whole.

/M,W ~ G, se
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City of West Linn, Oregon

General Purpose Financial Statements



City of West Linn, Oregon
Combined Balance Sheet

All Fund Types and Account Groups

June 30, 1999

ASSETS AND OTHER DEBITS
Equity in Pooled Cash and Investments
Cash Hek by County Treasucer

Restricted Assets:
Equity in Pooled Cash and lnvestments
Accrued interest Receivable
Fixed Assets, Net
investment in South Fork Water Board
Amount to be Provided for Bonded Dabt Service
Amount Avaiable for Bonded Debt Service

Total Assets and Other Debits

LIABILITIES, FUND EQUITY AND OTHER CREDITS

Liabéities:
Accouns Payable
Accrued Salaries and Payroll Taxes
LUiabidties

Accrued

Accrued Interest Payable
Dus to Other Govemments.
B B
Contract Retainage Payable
Defered Revenue

Matured Interest Payable
Bonda Payable

Total Liabilities

Fund Equity and Other Credits:
Contributed Captal
Invastment in Genersi Fixed Assels
Retained Eamings Reserve for Construction
Retained Eamings Unreserved

Fund Balances:
Reserved for Prepaid Expenditures
Reserved for Endowments
Reserved for System Development
Unreserved:

DewniM for Debt Service
Undesignated

Total Fund Equity and Other Credits

Total Liabilities and Fund Equity

The accompanying notes are an integral part of the general purpose financial statements.

Fund Types
Specal Debt Capital
General Revenue Service, Projects
5 2524367 S 7315823 3 106061 S 4170574
32328 20481 2517
50
213,085 138,05 17,083
229,664 75294 15,845
9287 26,105 309 17.018
11,960
103,647 169318
15,181
53124318 $ 1745069 S 141501 S 430237
s 137086 8 379,802 s 157,856
440599 73,956
5,884
37,531
4788
148
412,941 131994 16259
350
1,451,971 565,152 16,609 158,004
3370656
124,892
1,672,347 3,789,261 414573
1,672,347 7159817 124,892 4,145.233
S 3124318 S 7745063 S 141501 S 4303237

Propristary Fund Types Fiduclary Account Groups Totals
Fund Types Genaral General [Memorandum Only)
Intenal Trustand Fixed Long-Term June 30, June 30,
Enterprise Service Agency Assets Debt 1999 1998
s 2,161.352 s 384481 s 167,440 s 16830078 s 13675402
55,326 49,808
350 18,960
368,199 N7
677.103 1097763 256,925
- - 57.807
5111 1222 581 59,633 96.038
11,960 -
272,965 203,245
79.819 21,030 100,849 100,849
15,181 71.790
- 424,689
- 2.990
18,396,860 M4 5 11856465 30,290,039 27072591
3.285,285 3,285,285 2,618,802
s 124,892 124,892 873078
4,560,108 4,950,108 96,921
S 24607530 S saraz7 ES 168,021 S 11856465 S 5075000 S, _ 57462568 S 48543134
s 277531 s 12822 s 965,097 s 600,026
514,555 209,214
32,130 752 38766 412,086
262,683 300.214 694,800
37.708 455638 7438
1,418 53871
560,594 432,529
350 50
S 5075000 5.075.000 970,000
611,323 13574 - - 5,075,000 7911633 4,008,215
21,351,204 61135 21412339 20,195,932
s 11856465 11,856,465 9.724.728
2,645,003 366,718 301721 234,198
. 779
s 168.021 168,021 169,702
3370656 3421405
124,892 3
9,606,841 6.118.412
23,996,207 427,853 168,021 11,856,465 - 49550,935 42,444,919
S 24607530 S adi427 s 168,021 S 11856465 S 5075000 S 57.462.568 S 48543134

The accompanying notes are an integral part of the general purpose financial statements.



City of West Linn, Oregon
Combined Statement of Revenues, Expenditures and
Changes in Fund Balances

All Governmental Fund Types
For the Year Ended June 30, 1999

Fund Types Totals (Memorandum Onty)
Special Debt Caphat
Genenal Revenue Service Projects 1998 1998
REVENUES: — N —
Taxes S 2604807 3 2040274 3 2548% $ 5108820 3 4858478
\mergovemmental Revenues 243,736 1,895,738 1,909,474 1,877,948
Franchise Fees 1,035,653 51770 1,087,483 925,651
Licenses and Permits 1,112,186 - 1,112,168 963,808
Charges for Servicss 1,563,018 400,587 1,983,808 784,565
Fines and Forteltures 327,070 - 327079 240530
. . Recyching revenues 1371876 - 43,820
This Page Intentionally Left Blank Systams Development Fees . . 1,341,567
Interest Eamings 100,009 204,935 5317 8 52707 053,029 658,630
Misceanecus 197,407 21,562 130 289,079 508,178 281,544
Totst Rovenues 7493913 5,985,743 260348 441,788 12800912 11,887,079
EXPENDITURES:
Current:
Genersl Govenment 3.351,107 510,079 2923417 6,784,723 2,125,823
Cubtural and Recreation 1,827,902 140,812 1,768,514 2,148,003
Public Safety 2,027.09 2,557,689 4584702 4191529
Highwarys end Stroets. 2272413 2272413 1,402,200
Sanitation 726260 726,260 1233371
Debt Senvice:
Principal 295,000 205,000 275,000
Interest 27,995 27,995 61877
Tolal Expenditures 7,008,162 6.207,033 322.895 358347 18480687 1435803
E:xcess of Revenues Over (Under) Expenditures 487,751 @21.290) (52.649) (2,481.691) ,849.7 1218
Other Financing Sources (Uses):
Proceeds of Debt - - - 4,996,185 4,996,185 .
Raimbursmants From Other Funds - 180,598 90,620 ¥73203 1,204,511 -
Special Payments - (670,200) . - (670.200) -
Intertund Transters in 458335 863,088 - 201,000 1,320,403 874,464
Interfund Transters Out (883.088) (488.335) - (201,000) (1.320.403) (674,484)
Totat Othet Financing Sources (Uses) (208.733) (282.869) 90620 5969478 557049 -
Excoas of Revenues and Other Sources Over
(Under) Expenditures. and Other Uses 281,018 (504,159) 27971 3,487,787 3,292.617 431,270
Fund Balances, June 30, 1998 1,391,329 7,864,076 96.921 557,446 9,809.772 5.375‘“
Fund Balances, June 30, 1999 § 1672347 3 7459917 3 124892  $ 4145233 § 13102380 $ 9.809772

The accompanying notes are an integral part of the general purpose financial statements.
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City of West Linn, Oregon

Combined Statement of Revenues, Expenditures and
Changes in Fund Balances - Budget and Actual

All Governmental Fund Types

For the Year Ended June 30, 1999

Genenst Special Revenue
Original and Vaance Criginal and Varance
Supplamental Favorable Supplemental Favorable
Actun) Budgets Actua)
REVENUES:
Taxes s 268020 3 2mMmw s . Yy ¢ meware Orowy
Revenues 253,440 437 ©ny 1,804.208 1695730 91,5%
Franchise Fees 908,000 , 127680 80,000 1,770 (8230
Licenses and 980,000 1.112.188 132168
Charges for Servicas 1484961 1,583,018 98,085 w0748 400,587 (15
Fines and Fortwes 200,200 22079 128878
Systeme Development Fees 1034301 1371078 337.485
Recycing Revenues -
Donations and Fund Rassing 385 15480 12698
Intarest Eamings 98,000 100,000 2009 168972 394936 225984
Misceaneous 72700 197.407 124707 31,000 8074 2572
Total Revenues 6,685,557 740913 808,356 5,269,655 5988743 815,000
EXPENOITURES:
Currenc:
Ourserst Govammont 09,79 3351187 638629 1,308 $10079 31224
Culural and Recreaton 1.209.321 1621902 81419 1028 140812 (30.384)
Pubiic Safety 2208574 2,027,098 179,481 2600677 2357680 48,008
Higways and Streets 43%05% 2212413 2088528
696,068 728, @394
Dedx Service:
Principal
Interass

Conlingency . 3698807 - 3,808,607

Reserve for Constucson 500,000 -

Resorve for Equiptnent Replacement 181,702 - 181,702

Reerve for Fustore OeiX Service

Toial Expenditres 7,905,891 7,008,162 99,529 129m 412 8207.0% 8788379
Exca3s of Revenuss Over (Unden) Exoencituras arnaay 28778y a7or.008 oo \&1290) 1402.487
Other Financing Sources (Uses):

Procoeds of debt - . . . . .

Reimbursments From Other Funds w578 180,508 141,020

Special Payments (447.901) (670.200)

Operaiing Transtera In 491873 456,335 (35.538) 883,088 653,068

Operating Transfers Out (653,068) (653.068) - (491,873 (456.335)

Tot Other Financing Sources (Uses) (71,198, (206.733) (35.539) 7.158) (282,089
Excess of Revenuss and Other Sources Over (Linder)

Expendinwes and Other Uses (1391229 201018 1672347 7.680.915) 1504,159) 7356756
Fund Balences. June 30, 1999 1,391,929 1,391,329 - 7860915 7884078 {196,839
Fun Dme s, aaw 3, 1793 3 S S __e12rT s aemar s S S 1o s Tassen

—_—— e L e 3 TAOW 8 Tasaew7

The accompanying notes are an integral part of the general purpose financial statements.
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Dbt Servict

Caphtat Projects Year Ended June 30, 1999 Year Ended
Original and. Vananca Original and. Varance Oviginal and Varance
Supplementa) Favorable Supplemental Favorable Favorable
Budgets Actuai Budgets Actual Budgets Achuat
s maw 3 sosm 3 (09 S 50122 S 5199819 3 WL 5 4886478
s 375000 $ . 3 {375,000} 2270208857 1.930.474 293,983) 1.879.010
- 968,000 1.067.463 119,483 925881
. 980,000 1112188 132108 883,506
- 1,885,707 1,963,803 97,890
- 200200 327079 120,679
- 1034391 1371070 7485 1,341,567
s 4350
1,300 269079 us2021) 483750 304,567 079,33 119.489
8575 4878 (1897 92,000 152,707 s0.707 388,847 852.3%0 s57.672
100 130 30 104,800 203,811 99,011 242085
263,776 260,346 (3.430) 948,100 441,786 {508.314) 13.267.088 14,181,788 914,700 11,867,079
6.967.320 2903477 4003343 1798419 6784723 3013608 3300702
1819548 1,768,514 51008 2,089,007
4,810,251 4,584,762 22548 967,448
4300939 2272413 2008528 06,892
896.865 720200 20304} 732.269
295.000 295,000 - 295,000 295,000 - 275,000
8218 21985 15215 4210 27995 18215 61877
- 417.003 . 417,033 4115730 - 40570 .
X 500,000 .
181,702 - 181,702
120322 - 128322 128322 - 128322
468,532 322,995 143,537 7,384,353 2,923477 4,480,876 28,749.988 16,458,867 12, 321 11,443,198
{202,756) (62,548) 140,107 (6.436.253) (2.481.691] 3,954.562 15.482.500) {2.277.879) 13,205,021 422,884
15215 - (15.245) 4,998,185 4,996,185 - 5011400 4,996,185 15215 -
90,620 90520 - 782822 973293 190871 912,820 1244511 331891 -
- . . (447.931) 1670.200) 22209 .
N . 201.000 201,000 - 1.355,34 1.320.403 35,538 1,991,849
- - 201,000) (201.000) s 1,388 841] 1,320,463) 35538 1.984.35
105,835 90620 (15.215) 5.778.807 5969478 190671 - 5370498 5570496 7392
(96.921)} 27971 124,892 (857.448) 3,487,787 4145233 {10,006.611) 3292817 13.299.228 431276
96,921 96.929 : 657,446 657448 - 10.008.611 9.809.772 (196.839) 9,378,496
S - S 124892 § 124892 S - S 4145230 5 4145233 S - S__13.102.389 § 1.102,38¢ 3 9,808.772

The accompanying notes are an integral part of the general purpose financial statements.
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City of West Linn, Oregon

Combined Statement of Revenues, Expenses and
Changes in Retained Earnings

All Proprietary Fund Types and Nonexp
For the Year Ended June 30, 1999

ndable Trust Fund

Fiduciary Totals
Proprietary Fund Typos Fund Typa o Only)
Internal Non-Expendabie
Enterprise Service Trust 1999 1998
OPERATING REVENUES: — e
Charges for Services (Net of $1,036,713 of
Sewer Charges Remitted to Tri-City
Service District) $ 2911262 $ 380,165 s 3201427 $ 3,012,045
Connection Fees (Net of $350,196 of Sewer
Connection Fees Remitted to Tri-City
Service District) 81,279 - 81279 48,147
Other Operating Revenues 44,732 - 3 - 44,732 48,644
Totat Operating Revenues 3,037,273 380,165 - 3.417.438 3,106.836
OPERATING EXPENSES:
Salaries and Wages 476,915 117,208 - 596,123 631123
System Repairs and Maintenance 196,298 - - 196,298 286,104
Operating Supplies, Repairs and Services 352,693 157,977 10,000 520,670 208,264
Gasoline and Diesel Fuel - 48,213 - 48,213 60,828
South Fork Water Board Expenses. 786,035 - - 786,035 720,893
Utities 70817 - . 70817 81,196
Insurance 40,699 2,590 - 43.289 33,786
Administrative Charges from General Fund 526,862 47.076 - 573,938 529,087
Depreciation 478,934 5331 - 484,285 479,420
Total Operating Expenses 2,931,253 378,395 10.000 3319648 3,016.601
Operating Income (Loss) 106,020 1770 (10.000) 97,790 90.155
NON-OPERATING REVENUES (EXPENSES):
Interest income 102,778 17,584 818 128,660 159,922
Net income from Joint Venture 666,483 - - 666,483 406,689
Forgiveness of Debt - - - - 222517
Total Non-Operating Revenues 769.261 17,564 8.318 795,143 789,128
Income (Loss) Before Operating Transfers 875,281 19,334 1,682 892,933 879,283
SPECIAL PAYMENTS (427 .678) . - (427,878) -
Net Income (Loss) 447,803 19.334 (1.682) 465.255 879.283
RETAINED EARNINGS/FUND BALANCE, June 30, 1998 2,197.400 347,384 169.703 2,714,487 1,835,203

RETAINED EARNINGS/FUND BALANCE, June 30, 1999 $ 2,645,003 S 366,718 S 168,021 $ 3.178.742

S__ 2714486

The accompanying notes are an integral part of the general purpose financial statements.

City of West Linn, Oregon
Combined Statement of Cash Flows

All Proprietary Fund Types and Nonexpendable Trust Fund

For the Year Ended June 30, 1999

Fiduciary Totals
Proprietary Fund Types Fund Type (Memorandum Only)
Intarnal Non-Expendable
Enterprise i Trust 1999 1998
CASH FLOWS FROM OPERATING ACTIVITIES:
Received from Customers S 2943204 380,166 $ 3323370 S 4656146
Payments to Suppliers (983,335) @211311)  $ (10,000) (1,204.646) (1,255,608)
Payments to Employees for Services (478,916) {117,208) (596,124) (634,434)
Payment in Lieu of Taxes 44,732 44,732 -
Payments - Quasi Extemal (473.960) {47,076) (521.036) (559.110)
Payments to Tri-City Service District (795.119) (795.119) (1.215,856)
Net Cash Provided by (Used by) Operating Activities 256,606 4,571 10,000) 251177 991,130
CASH FLOWS FROM NONCAPITAL FINANCING
ACTMITIES:
Special Payments (427.678) (427.678) -
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTMTIES:
Acquisition of Capital Assets (341,721) (11,849) (353.570) (1.320,995)
Contributed Capital 965,201
Net Cash Used by Capital and Related
Financing Activities (341.721) (11,849) - (353.570) (955.704)
CASH FLOWS FROM INVESTING ACTMTIES:
Interest Eamings 116.834 18.803 8,923 144,560 -
Net Increase (Decrease) in Pooled
Cash and Investments (395,959) 11,525 (1,077 (385,511) 35,426
Equity in Pooled Cash and Investments -
June 30, 1998 2,557,311 372,936 168,517 3,098,764 2,889,819
Equity in Pooled Cash and lnvestments -
June 30, 1999 S 2161352 S 384461 $ 167440 S 2713253 S 2925.245
Comprised as Follows:
Equily in Pooled Cash and Investments:
Restricted S 424889
Unrestricted S 2161352 S 384461 S 167440 § 2713253 2,674,075
Total Equity in Pooled Cash and investments S 2161352 S 384461 S 167440 S 2713.253 S 3.098.764

The accompanying notes are an integral part of the general purpose financial statements.




City of West Linn, Oregon

Combined Statement of Cash Flows

All Proprietary Fund Types and Nonexpendable Trust Fund, Continued
For the Year Ended June 30, 159

Fiduclary Totals
Propristary Fund Types Fund Type {Memorandum Only)
Internal Non-Expendable
Enterprise Corvies Truet 1999 1008
RECONCILIATION OF OPERATING INCOME (LOSS)
TO NET CASH PROVIDED 8Y (USED BY)
OPERATING ACTMITIES:
Operating income (Loss) s 108,020 s 1,770 3 {10000) $ 97,790 3 90,156
Adjustment to Reconcile Operating Income o
Net Cash Provided by Operating Activities:
Depraciation 478.934 5331 484,265 479,420
Intarest Recsived - 748
Changes in Assets and Liabiities:
Accounts Recelvable {65.280) {85.280) 21,724
Due from Other Governments - 4217
Contract Recaivable 81,807 57.807 5681
Accounts Payable 104,942 {953) 103,989 27,596
Other Accrued Liablities 4522 (4.577) 2,945 (13,908)
Contract Retainage Payable - 52,601
Due to Other Governments (308,476) (388.476) 325,998
Deposits Payable 10,938 10,938 7.092
Contract Receivable (52.601) (52.801) 801
Total Adjustments 150,586 2,801 - 153,387 911,966
Net Cash Provided by (Used by)
Operating Activities $ 256608 S 4571 $ (100000 S 251177 §_ 1002122
NONCASH CAPITAL ACTIVITY:
Fixed Assets Contributed by Deveiopers s 31,846

The accompanying notes are an integral part of the general purpose financial statements.



City of West Linn, Oregon
Notes to General Purpose Financial Statements

1. The Reporting Entity and Summary of Significant Accounting Policies:

The general purpose financial statements of the City of West Linn, Oregon (City) have been
prepared in conformity with generally accepted accounting principles (GAAP) as applied to
government units. The Governmental Accounting Standards Board (GASB) is the accepted
standard-setting body for establishing governmental accounting and financial reporting principles.
The more significant of the government's accounting policies are described below:

The Financial Reporting Entity

The City of West Linn, Oregen was incerperated in 1913 and operates under the provision of its own

charter and applicable State law with a Manager-Council form of govemment. The Mayor, who -

serves a two-year term, chairs City Council meetings. The Mayor and Council vote on all
ordinances and legislative powers of the City and determine matters of policy. The City Manager is
appointed by the City Council. Other City department heads are appointed by the City Manager.

The City of West Linn provides a full range of municipal services to the community which includes
police and fire protection, emergency medical services, traffic control and improvement, street
maintenance and improvement, water, sewer and storm drain service, planning and zoning
regulation (building inspection and regulation), community library service, municipal court and parks
and recreation.

Generally accepted accounting principles require that these financial statements present the City of
West Linn (the primary government) and all component units, if any. Component units, as
established by the Governmental Accounting Standards Board (GASB) Statement No. 14, are
separate organizations that are included in the City's reporting entity because of the significance of
their operational or financial relationships with the City. The City of West Linn has no component
units.

Joint Venture -

The South Fork Water Board (SFWB) operates a water distribution system jointly with the City and
the City of Oregon City. Revenues earned by SFWB are expended for the continued operation and
maintenance of facilities within the municipal boundaries of these cities. Upon dissolution of the
SFWB, the net assats will be shared 50 percent to each city. The SFWB is governed by a five
member board composed of three appointees from Oregon City and two from West Linn. As more
fully discussed in the notes, the City's net investment and its share of the operating results of the
SFWB are reported in the City's Water Revenue Fund (an Enterprise Fund). Complete financial
statements for the SFWB can be obtained from the City of Oregon City Finance Department, 320
Warner-Milne Road, Oregon City, Oregon 97045.

City of West Linn, Oregon
Notes to General Purpose Financial Statements

1. The Reporting Entity and Summary of Significant Accounting Policies, Continued:
Measiirement Focus and Basis of Aeeaunting

The accounting and financiat reporting treatment applied to a fund is determined by its measurement
focus. The financial statements of the General, Special Revenue, Debt Service and Capital Projects
funds are accounted for using a current financial resources measurement focus. With this
measurement focus, only current assets and current liabilities generally are included on the balance
sheet. Operating statements of these funds present increases (i.e., revenues and other financing
sources) and decreases (i.e., expenditures and other financing uses) in net current assets.

The Enterprise, Internal Service and Nonexpendable Trust funds are accounted for on a flow of
economic resources measurement focus. With this measurement focus, all assets and all liabilities
associated with the operation of these funds are included on the balance sheets. Operating
statements present increases (e.g., revenues) and decreases (e.g., expenses) in net total assets.

Agency funds are maintained using the modified accrual basis of accounting under which revenues
are recognized when susceptible to accrual (when they become both measurable and available).
"Measurable" means the amount of the transaction can be determined and "available" means
collectible within the current period or soon enough thereafter to be used to pay liabilities of the
current period. Expenditures are recorded when the related fund liability is incurred.

Exceptions to the modified accrual basis of accounting for these funds are revenues for grants that
are recorded as earned and interest on general long-term debts that are recorded as due.

Those revenues susceptible to accrual are property taxes and assessment liens receivable (which
are collected within 60 days after year end) interest revenue, state, county and local shared revenue
and federal and state grants.

The accrual basis of accounting is utilized by the Enterprise, Internal Service and Nonexpendable
Trust funds. Under this method, revenues are recorded when earned and expenses are recorded at
the time liabilities are incurred. The Proprietary Funds have applied all Financial Accounting
Standards Board (FASB) Statements and Interpretations, Accounting Principles Board Opinions and
Accounting Research Bulletins issued on or before November 30. 1989. unless those
pronouncements conflict or contradict Governmental Accounting Standards Board {GASB)
pronouncements.

The City reports deferred revenue on its combined balance sheet. Deferred revenues arise when
potential revenue does not meet both the "measurable” and "available” eriteria for recognition in the
current period. Deferred revenues also arise when resources are received by the government
before it has a legal claim to them, as when grant monies are received prior to the occurrence of
qualifying expenditures. In subsequent periods, when both revenue recognition criteria are met, or
when the City has a legal claim to the resources, the liability for deferred revenue is removed from
the combined balance sheet and revenue is recognized.

Agency Funds are custodial in nature (assets equal liabilities) and do not involve the measurement
of operations.



City of West Linn, Oregon
Notes to General Purpose Financial Statements

1. The Reporting Entity and Summary of Significant Accounting Policies, Continued:
Cash and Investments

The City maintains a cash and investment pool that is available for use by all funds, except the
Deferred Compensation Fund. £ach fund type's portion of this pool is displayed on the combined
balance sheet as "Equity in Pooled Cash and Investments”. [he investments of the Deferred
Compensation Fund are held separately from those of other City funds.

For purposes of the statement of cash flows, the Proprietary and Nonexpendable Trust Funds
consider cash to include cash and investments in the common pool since it has the general
characteristics of demand deposit accounts in that the Proprietary and Nonexpendable Trust Funds
may deposit additional cash at any time and also effectively may withdraw cash at any time without
prior notice or penalty.

|nvestments, ineluded in €ash and investments, are carried at cost, which approximate market
value, except for investments in the Deferred Compensation Fund, which are stated at market value.

Receivables

Uncollected property taxes receivable which have been collected within sixty days following year-
end are considered measurable and available and are recognized as revenue. The remaining
balance is recorded as deferred revenue because it is not deemed available to finance operations of
the current period. Uncollected taxes are deemed to be substantially collectible or recoverable
through liens. Preperty taxes become a lien against the property and are levied as of July 1 each
year and are payable in three installments on November 15, February 15, May 15. Discounts
are allowed if the amount due is received by November 15 or February 15. Taxes unpaid and
outstanding on May 16 are considered delinquent. All property taxes are due from property owners
within the City.

The State of Oregon has a constitutional limit on property taxes for schools and nonschool
government operations. Under the provisions of the limitation, tax revenues are separated into
those for the public school system and those for local government operations other than the public
school system. The limitation specifies $10.00 is the maximum allowabie tax for each $1,000 of
property real market value imposed on by local governments other than the public school system.
Although the aggregate of nonschool local government taxes in the City does not currently exceed
$10.00 per $1,000 of assessed value,; this limitation may effect the availability of future tax revenues
for the City.

Assessments receivable are recognized at the time owners are assessed for property
improvements. Assessments receivable expected to be coliected within sixty days following year
end are considered measurable and available and are recognized as revenues. All other
assessments receivable are offset by deferred revenue and, accordingly, have not been recorded as
revenue.

Receivables for the Proprietary Fund Types are recorded as revenue as earned, inciuding services
earned but not billed. The Proprietary Fund Type receivables relate to billing for residential and
commercial customers utilizing the City's water and sewer services.

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

City of West Linn, Oregon
Notes to General Purpose Financial Statements

1. The Reporting Entity and Summary of Significant Accounting Policies, Continued:
inventory

Inventories of operating supplies and repair parts in the Proprietary Funds are valued at the lower of
cost or market (average cost) and charged against operations as used.

Fixed Assets

General fixed assets are not capitalized in the governmental funds used to acquire or construct
them. Instead, capital acquisition and construction are reflected as cxpenditures in governmental
funds, and the related assets are reported in the General Fixed Assets Account Group. All
purchased fixed assets are stated at historical cost. In case of donations or gifts, fixed assets are
stated at fair market value at the date of donation.

Maintenance and repairs are charged to expenditures in various governmental funds as incurred
and not capitalized. Depreciation is not recorded on general fixed assets. Upon disposal, the
General Fixed Assets Account Group is relieved of the related cost; proceeds from sales of general
fixed assets are recorded as revenues of the appropriate fund.

Expenditures for public domain fixed assets (streets, sidewalks, curbs and gutters, lighting systems,
and similar assets) that are immovable and of value only to the City as a governmental unit are
reported as expenditures as incurred and not capitalized.

Fixed assets in the Propristary Fund Types are stated at cost oF, in the casa of donations of gifts,
at the appraised market value at the time received. Maintenance and repairs are expensed as
incurred. Replacements that improve or extend the lives of property are capitalized. Depreciation is
computed on the straight-line method over the estimated useful lives of the related assets. Upon
disposal of such assets, the accounts are relieved of the related costs and accumulated
depreciation and resulting gains or losses are reflected in operations. Depreciation on contributed
fixed assets is recorded as an expense of operations and charged to retained earnings.
Depreciation is recognized beginning with the month the asset is placed in service.

Depreciation is computed over the asset's estimated useful lives as follows

Building and improvements 50 years
Water system 50 years
Equipment 5 - 30 years

Capitalized Interest

Interest costs are capitalized in the Proprietary Fund Types as part of the costs of fixed assets
during the period of construction based on the related weighted average net borrowing costs
incurred. Interest earned on temporary investments acquired with the proceeds of such borrowed
funds from the date of borrowing until the assets are ready for their intended use is used to reduce
the interest costs capitalized on the constructed assets. During fiscal 1999 no interest was
capitalized.

-11-



City of West Linn, Oregon
Notes to General Purpose Financial Statements

1. The Reporting Entity and Summary of Significant Accounting Policies, Continued:
Investment in South Fork Water Board

Investment in South Fork Water Board is accounted for using the equity method.
Long-term Debt

Long-term debt directly related and expected to be paid from the Enterprise Funds is included in
such funds. All other unmatured long-term debt is recorded in the General Long-term Debt Account
Group. Repayment of Gencral Long-tcrm Dcbt Account Group liabilities will be made from the
Governmental Fund Types.

Compensated Absences

Earned but unpaid vacation pay is recorded as an expense or expenditure in the Proprietary Fund
Types and Governmental Fund Types when eamed. The entire amount of $309,387 accrued in the
Governmental Fund Types and included in other accrued liabilities is recognized as expenditures in
the funds because the City has provided currently available financial resources for these
expenditures  Farned but unpaid sick pay does not vest and is recorded as an expense or
expenditure when paid.

Contributed Capital

Cantributed capital in the Propristary Fund Types represents the accumulation of eontributions in the
form of cash or other assets which generally do not have to be returned to the contributor. Such
contributions are recorded directly to contributed capital and, accordingly, are not recognized as
revenue. The following transactions are recorded as contributions in the Proprietary Fund Types:

- Fixed assets contributed by developers.

- Fixed assets contributed from other funds.

- Contributions from customers for the acquisition of fixed assets (mainly
connection fees).

- Residual equity transfers from other funds

Interfund Transactions

Quasi-external transactions are accounted for as revenues, expenditures or expenses. Transactions
that constitute reimbursements to a fund for expenditiifesiexpensas initially made from it that are
properly applicable to another fund, are recorded as Special Payments in the reimbursing fund and
as Reimbursements From Other Funds in the fund that is reimbursed.

Nonrecurring or nonroutine permanent transfers of equity are reported as residual equity transfers.
All other interfund transfers are reported as operating transfers.

Reservations of Fund Balance

Rescrves for endowments and system development represent portions of fund balances legally
segregated for specific future use.

A2-

City of West Linn, Oregon
Notes to General Purpose Financial Statements

1. The Reporting Entity and Summary of Significant Accounting Policies, Continued:
Budget

A budget is prepared and legally adopted for each governmental fund type in accordance with the
modified accrual basis of accounting and legal requirements set forth in the Oregon Local Budget
Law. The budgetary basis of accounting for all budgeted funds s the same as generally accepted
accounting principles basis for the governmental fund types except for certain interfund transactions
which are described in Note 3. A budget is also prepared and legally adopted for all other fund
types in accordance with the provisions of the Oregon Local Budget Law.

The resolution authorizing appropriations for each fund sets the level by which expenditures cannot
legally exceed appropriations. The resolution establishes a departmental level of control for the
General Fund. For all other fund types the levels of control are personal services, materials and
services, capital outlay, contingency and transfers. Unexpected additional resources may be added
to the budget thfough the use of a supplemental budget and appropriations resolution. A
supplemental budget requires hearings before the public, publication in newspaper and approval by
the City Council. Original and supplemental budgets may be modified by the use of appropriation
transfers between the level of control. Such transfers require approval by the City Council. The City
adopted two supplemental budgets and made one appropriation transfer during the year ended June
30, 1999. Appropriations lapse as of year end.

Expenditures of the various funds were within authorized appropriations, except for the Street Fund
which was overexpended in Special Payments by $8,519; Solid Waste Recycling Program Fund
which was overexpended in Special Payments by $10,577; Street Serial Levy Fund which was
overexpended in Special Payments by $133,535; Police Serial Levy Fund which was overexpended
in Special Payments by $18,295; Fire Serial Levy Fund which was overexpended in Materials and
Services by $18,367 and Special Payments by $756; System Development Fund which was
overexpended in Materials and Services by $6,274 and Special Payments by $171,026; Bolton
FPump Station Gonstruction Fund which was overexpended in Special Payments by $3,273; and
Sewer Fund which was overexpended in Special Payments by $33,8569. In addition the Arts
Commission Fund has a negative fund balance of $297.

A portion of the second supplemental budget enclosed by the City Council for the Street Serial Levy
Fund was executed in error and is not included in the budget amounts for that fund.

The budget for the Governmental Fund Types includes capital outiay expenditures in each program
for capital outtays applicable to that program.

Comparative Data
Comparative total data for the prior year have been presented in the accompanying financial
statements in order to provide an understanding of changes in the City's financial position and

results of operations. However, comparative data have not been presented for all statements
because their inclusion would make certain statements unduly complex and difficult to understand.

13-



City of West Linn, Oregon
Notes to General Purpose Financial Statements

Totals (Memorandum Only) Columns

The Totals (Memorandum Only) columns on the general purpose financial statements represent an
aggregate of the columnar statements by fund type and account group. Data in these columns do
not present financial position, results of operations or cash flows in conformity with generally
accepted accounting principles. Neither is such data comparable to a consolidation. Interfund
eliminations have not been made in aggregation of this data.

1. The Reporting Entity and Summary of Significant Accounting Policies, Continued:
Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclasiire of contingent assets and liabilities at the date of the financial statemants
and the reported amounts of revenues and expenses during the reporting period. Actual results could
differ from those estimates.

2. Description of Funds and Account Groups:
The City uses funds and account groups to report on its financial position, results of its operations
and cash flows. Fund accounting is designed to demonstrate legal compliance and to aid financial
management by scgregating transactions related to certain government functions or activities.
A fund is a separate accounting entity with a self-balancing set of accounts. An account group on
the other hand, is a financial reporting device designed to provide accountability for certain assets
and liabilities that are not reported in the funds.
Governmental Fund Types
General Fund
The General Fund accounts for the financial operations of the City not accounted for in
any other fund. The principal sources of revenue are property taxes, shared state

revenues, franchise fees and licenses and permits. Primary expenditures are for general
government, public safety and cultural and recreation.

A4-

City of West Linn, Oregon
Notes to General Purpose Financial Statements

Special Revenue Funds

These funds account for revenue derived from specific tax or other earmarked revenue
sources, including federal and state grand awards, which are legally restricted to finance
particular functions or activities. Funds included in this category are:

Street Fund

State Revenue Sharing Fund

Library Levy Fund

911 Emergency Communications Fund
Cable TV / Public Access Fund
Street Improvement Fund

Solid Waste Recycling Program Fund
Street Serial Levy Fund

Police Serial Levy Fund

Fire Serial Levy Fund

- Arts Commission Fund

Public Education Government Fund
System Development Fund

Storm Drain Fund

2. Description of Funds and Account Groups, Continued:

Debt Service Fund

The Debt Service Fund accounts for payment of general obligation bond principal and
interest. its principal revenue source is property taxes.

Capital Projects Fund

The Capital Development Fund accounts for resources used for the acquisition or
construction of capital facilities and equipment.

Proprietary Fund Types
Enterprise Funds

These funds account for the financial operation of self-supporting activities that render
services on a user charge basis to the general public. Included are the following:

- Water Fund (includes the combined activity of three budgetary funds)
- Sewer Fund

-15.-



City of West Linn, Oregon
Notes to General Purpose Financial Statements

Internal Service Funds

The Vehicle/Equipment Maintenance Fund aceaunts for the maintenance of the City's

vehicles and equipment. Charges are made to other City funds to recover the costs of
providing services.
The Insurance Fund accounts for all costs incurred by the City under its insurance
programs, primarily unemployment insurance claims up to policy deductible limits.
Funding sources are revenues from investment income, proceeds from insurance
claims and charges to other funds.

Fiduciary Fund Types
Nonexpendable Trust Fund

The Caufield Trust Fund accounts for an endowment held by the City under terms of a
bequest. The principai of the Trust Fund may not be expended.
2. Description of Funds and Account Groups, Continued:
Account Groups
General Fixed Assets Account Group

This aceount greup aecounts for the City's investment in fixed assets with the exception
of those assets held by the Proprietary Fund Types.

General Long-term Debt Account Group

This account group accounts for the City's general long-term bonded debt other than
debt recorded in the Proprietary Fund Types.

3. Reconciliation of Generally Accepted Accounting Principles Basis to Budgetary Basis:

The budget of the City is prepared differently from generally accepted accounting principles.
Therefore, the Combined Statement of Revenues, Expenditures and Changes in Fund Balances -
Budget and Actual - All Governmental Fund Types is presented on the budgetary basis and is
adjusted to the Combined Statement of Revenues, Expenditures and Changes in fund Balances - All
Governmental Fund Types prasanted 6n 4 generally accepted accounting principles basis.

18-

City of West Linn, Oregon
Notes to General Purpose Financial Statements

3. Reconciliation of Generally Accepted Accounting Principles Basis to g y Basis,
Contunied:

The following is a reconciliation of the difference between the budgetary basis and generally
accepted accounting principles basis of expenditures and other financing sources and uses:

Special
General Revenue
Fund Funds

Expenditures - budgetary basis

Reimbursement of expenditures budgeted as operating
tranefere in (1,179,308)  (841,134)

Expenditures budgeted as operating transfers out 841,794 963,643

$ 6,827,436 $6,279,305

Expenditures - generally accepted accounting
principles basis $ 6,489,922 $3430.484

Other financing sources (uses) - budgetary basis $ 793,849 $ (213,129)

Expenditures budgeted as operating transfers out 841,794 963,643
Reimbursement of expenditures budgeted as operating
transfers in (1,179,308) __{841,134)

Other financing sources (uses) - generally accepted
accounting principles basis $ 456335 $_(90.620)

4. Equity in Pooled Cash and Investments:

The City maintains a cash and investment pool that is available for use by all funds. Each fund
type's portion of this pool is presented on the combined balance sheet as "tquity in Fooled Cash
and Investments”.

Cash and Investments, carried at cost except for certain agency investments, are comprised of the
following at June 30. 1989:

Cash on hand $ 2,050
Demand Deposits with Financial Institutions 133,591
Time deposit 11,860
Cash with Agent 32,159
Investments 16,662,279

Total $ 16,842,039

Cash and investments are reflected on the Combined Balance Sheet as Follows:

Equity in Pooled Cash and Investments $ 16,830,079
Security Deposits 11,960
Total $ 16,842,039
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City of West Linn, Oregon

; City of West Linn, Oregon
Notes to General Purpose Financial Statements

Notes to General Purposc Financial Statements
4. Equity in Pooled Cash and Investments, Continued: 6. Fixed Assets:

Deposits The changes in fixed assets for the fiscal year ended June 30, 1999 are as foliows:
Deposits with financial institutions include bank demand deposits and time deposits. The total bank

Internal Service Funds
balance per the bank statements is $165,565. All of these deposits were covered by federal

Balance Balance
depository insurance. The halance was fully collateralized in accordance with state law. Oregon June 30, lune 30,
Revised Statutes require the depository institution to maintain on deposit with a collateral pool 1998 Additions 1999
manager securities having a value of not less than 25% of the outstanding certificates of
participation issued by the pool manager. Buildings $ 26,328 $ 26,328
Equipment 84,231 $ 11,849 96,080
Investments Vehicles 26,003 26,003
The City's investments are categorized as follows: Totals 136,562 11,849 148,411

(1) Insured or registered, or securities held by the City or its agent in the City's name. Less Accumutated Depreciation (108,366) (5.331) (113,697)

(2) Uninsured and unregistered, with securities held by the counterparty’s trust

Totals $.281% $_6518 §34714
department or agent in the City's name. -
(3) Uninsured and unregistered, with securities held by the counterparty, or by its Enterprise Funds
agent; but not in the City's name.
Balance Balance
At June 30, 1999 the carrying amount and market value of the investments were: June 30, June 30,
1998 = _Additons __1999
Categories Carrying
1 2 3 Amount Land and Land Improvements ~ $ 489,188 $ 1,000 § 490,188
Buildings and Improvements 1,893,164 1,893,164
U.S. Government Securities $ 1,299,726 $1,299,726 Water and Sewer System 18,034,472 3,800,447 21,834,919
Equipment 977.580 30.775 1,008,355
Corporate Bonds 5,073,111 5,073,111 Vehicles 236,713 20,865 257,578
Construction in Progress 2,263,113  (2,263,113)
U.S. Government Agency Securities _ 251,765 251,765
Totals 23,894,230 1,589,974 25,484,204
$6624602 $ - s - 8,624,602
Less Accumulated Depreciation _(6,606,410) (478,934) _(7,085,344)
Investments not subject to categorization:
Totals $17.287.820 $ 1,111,040 $18,398.860
Oregon State Treasurer's Local Government -
Invesiment Pool, Variable Interest Rate 16,037 677
Total Investments $16,662,279

5. Contracts Receivable:

Contracts receivable represents amounts due from certain property owners for payments arising
from sewer connection services provided to these property owners. The contract is collateralized by
a lien against the benefited property and, therefore, an allowance for uncollectibie amounts is not
deemed necessary.
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City of West Linn, Oregon
Notes to General Purpose Financial Statements

6. Fixed Assets, Continued:
General Fixed Assets Account Group

Balance Balance
June 30, June 30,
1998 Additions Transfers 1999

Land and Land Improvements $ 2,776,209 $ 1,365,069 $ 26,051 $ 4,167,329
Buildings and Improvements 2,071,481 53,628 2,125,109
Equipment 2,439,940 536,803 2,976,743
Vehicles 1,844,196 64,140 1,908,336
Leasehold Improvements 36,443 - 36,443
Construction in Progress 556,460 112,095 (26.051) 642,504
Totals $ 9724729 $ 2,131,736 $ - $11,856,465

7. Deferred Compensation Plans:

The City offers its empioyees deferred compensation plans created in accordance with internal
Revenue Code (IRC) Section 457. There are four separate plans. The plans, available to all City
employees, permit employees to defer a portion of their salary until future years. The deferred
compensation is not available to employees until termination, retirement, death, or unforeseeable
emergency.

The June 30, 1999, fﬂgferred compensation assets include the accumulation of amounts deferred
since the inception of the pian and investment earnings thereon, iess participant withdrawals. The
assets of the plans are held by the plan administrator for the sole benefit of the participants and are
not considered assets and liabilities of the City.

8. Long Term Debt:
General Obligation Bonds
General obligation bonds consist of the unmatured balance of four issues with interest rates ranging

from 2.6% to 4.7% (original issue $6,840,000). Maturities of bond principal and interest are as
follows:

Principal
Outstanding Matured Outstanding

Fiscal June 30, and June 30, Future

Year 1998 Issued Paid 1999 Interest
1999 $ 180,000 $ - $ 180,000 $ - $ -
2000 185,000 85,000 270,000 313,675
2001 195,000 165,000 360,000 207,696
2002 210,000 175,000 385,000 192,321
2003 85,000 180,000 265,000 175,871
2004 - 2019 3,795,000 3,795,000 1,483,531

$_855,000 $4,400,000 $180.000 $5075.000 $2,373.004

Principal and interest on general obligation bonds are payable solely from general tax revenues.

City of West Linn, Oregon
Notes to General Purpose Financial Statements

8. Long Term Debt, Continued:

On October 1, 1999 the City issued General Obligation Bonds, Series 1999 for $3,600,000

Water System Revenue Bonds

Water System Revenue bonds consist of the unmatured balance of one bond issue with interest
rates of 6.00% per annum (original issue $1,025,000). The Debt Service Fund assumed

responsibility for repayment of these bonds in the year ended June 30, 1998. The bonds matured
as follows:

Principal_
Outstanding Matured Outstanding
Fiscal June 30, and June 30,
Year 1998 Paid 1999
1999 $ 115000 $ 115000 $ -

Contracts Payable

As prescribed in Resolution 98-32, the City entered into a lease-financing agreement with Bank of
America, to finance the acquisition of a city-wide management information system, LAN/WAN
systems, other computer equipment and software in an aggregate principal amount of not more than
$600,000. In February 1999, the City made the first of twenty-eight quarterly payments of
$24,971.81. Commitments under the 1998 Financing Agreement are as follows:

Principal Interest Balance at
Fiscal Year Payments Portion Portion June 30 year end

1999 $ 49,944 $ 37,094 $ 12,850 $ 562,906
2000 99,887 76,640 23,247 486,266
2001 99,887 80,028 19,859 406,238
2002 99,887 83,567 16,320 322,671
2003 99,887 87,262 12,625 235,409
2004 99,887 91,120 8,767 144,289
2005 99,887 95,149 4,738 49,141
2006 49,944 49,141 803 -

$699,210 $ 600,001 $ 99,209
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~ity of West Linn, Oregon
Notes to General Purpose Financial Statements

9. Pension Plan:

The City is a member of the State of Oregon Public Employees Retirement System (PERS) an
agent multiple-employer defined benefit public employee retirement system. All employees of the
City are covered by the plan after six months of employment. The Public Employees Retirement
Plan is a defined benefit pension plan to which employees and employer both contribute. Benefits
are established by State statutes and consist of a retirement benefit paid for life upon a qualifying
retirement, which is generally age 58. Benefits fully vest on reaching 5 years of service. The plan
requires, and it is the policy of the City, to fund all current and prior service pension costs. The total
pension contribution for fiscal year 1999 was $658,269. This was comprised of $383,088 in
employer contributions and $275,181 of employee contributions. The 6 percent employee
contribution of $275,181 was paid by the City in accordance with collective bargaining agreements.

The City's payroll for employees covered by PERS for 1998-99 was $4,588,700. The City's total
payroll was $4,972,375.

The rate of employee contribution to the plan is established by law and is currently six percent of
employee compensation.

The rate of employer contribution to the plan is set periodically by the Public Employees Retirement
Board, based upon actuarial evaluations. Under the pian, a contribution rate is determined for each
employer. The City's employer contribution rate for fiscal year 1999 was 7.88 percent of employee
compensation. The rate will change to 8.09 percent effective July 1, 1999.

The PERS Board has statutory authority to revise employer contributions as necessary to ensure
the promised benefits will be funded on a sound basis. Recent action taken by the Oregon
Supreme Count with regard to House Bill 3349 (1995), the legislative remedy to certain income tax
issues, may necessitate an increase in employer contributions. This potential increase in employer
contributions has not been included in the above rates.

GASB Statement No. 27 disclosures are based on the actuarial assumptions and methods contained
in the December 31, 1997 Actuarial Valuation of the PERS plan. The Actuarial Value of Assets is
equal to Market Value. Liabilities and contributions are calculated using the Entry Age Actuarial Cost
Method. The Unfunded Actuarial Liability is amortized as a leve! percentage of covered payroll over
an open thirty year period.

The significant actuarial assumptions used in the December 31, 1997 valuation include (1) a rate of
return on present and future investments of 8% per year, (2) projected salary increases of 4% per year
attributable to general wage adjustments, with additional increases for promotion and longevity that
vary by age and service, (3) projected automatic cost of living benefit increases of 2% per year, and (4)
demographic assumptions that have been chosen to best estimate emerging experience of the system
members.
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City of West Linn, Oregon
Notes to General Purpose Financial Statements

9. Pension Pian, Continued:

Contribution information for the years ended June 30, 1999, 1998 and 1997 were as follows:

Employer Contributions Employee Contributions

Year Annual Percentage Net

Ended Pension of APC Pension Paid by Paid by Total
June 30 Cost (APC) Contributed Obligation Employer Employees Contributions
1999 $383,088 160% $-0- $275,181 $ 0 $658,269
1998 424,923  100% -0- 305,232 1,168 731,323
1997 322,029 100% -0- 280,866 1,006 603,900

Funding Status:

The information presented below is the latest available as the PERS only performs actuarial valuations
on a biennial basis. Prior actuarial valuation information under the new standards is not available as
PERS only converted the following information to the new standards.

Actuarial Overfunded,
Assets in -Underfunded
Excess of, Actuarial
Dec. 31 Actuariai Actuarial -Less than, Liability
Valuation  Value Accrued Accrued Funded Covered as a % of
Date _of Assets  _ Liability Liability Percent Payroll Payroll
1997 $15.423,979 $14,598,019 $ 825,960 106% $ 5,245,167 16%
1995 $ 10,263,057 $10,628,586 $ -365,529 7% $ 4,367,416 -8%
1993 $ 7,691,288 $ 7,519,019 §$ 172,269 102% $ 3,659,167 5%

Trend information showing the system's progress in accumulating sufficient assets to pay benefits
when due may be found in the June 30, 1997 stand-alone audit report of the Oregon Public Employees
Retirement System. A copy of that report may be obtained by writing PERS, P.O. Box 23700, Tigard,
OR 97281-3700.
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City of West Linn, Oregon
Notes to General Purpose Financial Statements

10. Contributed Capital:

Changes in contributed capital are as follows:

Internal
Service
Fund
Enterprise Funds Vehicle
Water Sewer Maintenance
Fund Fund Fund Total
Balance, June 30, 1998 $ 10,547,500 $9,555451 $ 61,135 $20,164,086
Contributed by Developers 1,248,253 1,248,253
Balance, June 30, 1999 $ 11795753 $9,555451 $_ 61,135 $21,412339

11. Segment Information:

The City maintains two enterprise funds which provide water and sewer services. Segment
information as of and for the year ended June 30, 1999 is as follows:

Water Sewer
Fund Fund __Total _
Operating Revanties § 1880376 § 1156888 §3,837373
Depreciation Expense 235,298 243,636 478,934
Operating Income (Loss) (144,344) 250,364 106,020
Operating Transfers Out (427,678) - (427,678)
Net Income 118,634 328,969 447,603
Fixed Assets (Net) 9,834,807 8,664,053 18,398,860
Investment in South Fork Water Board 3,285,285 - 3,285,285
Contributed Capital 11,795,753 9,555,451 21,351,204
Total Assets 13,949,906 10,657,624 24,607,530
Totai Working Capital 608,236 1,703,826 2,312,062
Total Fund Equity 13,728,328 10,267,879 23,996,207

Tpe'investment in South Fork Water Board (SFWB) is accounted for on the equity method.
Significant financial information for the SFWB as of and for the year ended June 30, 1999 is as
follows:

Operating Revenues $ 3,059,499
Operating Income 1,531,837
Net Income 1,332,966
Total Assets 13,336,903
Total Working Capital 1,987,645
Bonds Payable 6,422,954
Contributed Capital 877,788
Total SFWB Equity 6,570,571
-24-

City of West Linn, Oregon
Notes to General Purpose Financial Statements

12. Risk Management:

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. Except for
unemployment compensation, the City purchases commercial insurance to minimize its exposure to
these risks. There has been no reduction in commercial insurance coverage from fiscal year 1998 to
1999. Workers compensation claims are insured through incurred loss retrospective policies. Except
as discussed in the following paragraph, settled claims have not exceeded this commercial
coverage for any of the past three years.

The City is self-insured for unemployment compensation claims. Liabilities are reported when it is
probable that a loss has occurred and the amount of the loss can be reasonably estimated. The
Insurance Fund has recorded the following changes in the balance of claims liabilities for the years
ended June 30, 1999 and 1998 as follows:

1999 1998
Unpaid claims, beginning of year $ - $ 1,148
Incurred claims 3,150 932
Claim Payments (3,150) (2,080)
Unpaid claims, end of year $ - $ -

The City has an agreement with the Tri-City Service District to treat sewage wastewater. Pertinent
terms of this agreement are as follows:

- The City will process and review all permit applications for hookup and inspection
thereof; operate and maintain local collection facilities; bill and collect user charges,
and bill and collect connection charges.

The City will collect and remit all connection and user charges to the District, except for
a portion to reimburse administrative costs and maintain the City's sewer system.

- Should the District fail to perform services outlined in this agreement, the City can
terminate the agreement upon 30 days written notice.

The City entered into a Cooperative Improvement Agreement with the State of Oregon Department
of Transportation (ODOT) in fiscal year 1997 for a street improvement project with total estimated
costs of approximately $1,575,000. ODOT wilt pay up to $746,000 of the total project costs; the
balance to complete the project is solely the responsibility of the City. Actual construction on the
project commenced late in fiscal year 1998.
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City of West Linn, Oregon
Notes to General Purpose Financial Statements

14. Property Tax Limitations:

The State of Oregon has a constitutional limit on property taxes for schools and nonschool
government operations. The limitation provides that property taxes for nonschool operations are
limited to $10.00 for each $1,000 of property market value. This limitation does not apply to taxes
levied for principal and interest on general obligation bonded debt.

Also, the State of Oregon has a second limit on property taxes by replacing the previous
constitutional limits on tax bases with a rate and value limit.

This second limit has reduced the amount of operating property tax revenues available to the City
for its 1997-98 fiscal year, and thereafter. This reduction will be accomplished by rolling assessed
property values back to their 1995-96 values less 10% and limiting future assessment value growth
of each property to no more than 3% per year, subject to certain exceptions. Taxes levied to
support bonded debt are exempted from the reductions. The Constitution also sets restrictive voter
approval requirements for most tax and many fee increasss and Rew bond issues.

15. Subsequent Events:

On June 15, 1999, the City entered into a ten-year agreement with Koss-Brod-Goodrich and
Associates, Inc. to lease a two-story building with underground parking and storage situated at
22500 Salamo Road, in the Cascade Summit Shopping Center. This structure is to be utilized as
the new City Hall by the City of West Linn. The lease provides two early termination dates, after
three years and after five years. Both of these early termination options weuld require substantial
payments by the City. In addition, the lease provides the City the option to purchase the building, at
any time during the first three years, for $3,750,000.

The City is to pay a monthly base rent plus the tenant's share of all costs for operating, managing,
administering, maintaining, repairing, replacing or improving the common areas and areas adjacent
thereto, as defined by the lease. Monthly base rent is $27,130 for months 1-30, $28,758 for months
31-60, $30,482 for months 61-90, and $32,317 for months 91-120.

Annual Base

Fiscal Year Rent

1998-2000 $ 216,748
2000-2001 325,567
2001-2002 330,450
2002-2003 345,101
2003-2004 345,101
Thereafter 1,873,303
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Enterprise Funds

These funds account for the financial operation of self-siippoarting activities that
render services on a user charge to the general public. Funds included in this
fund category are:

This Page Intentionally Left Blank
< Water Fund - accounts for the City's water utility operations.

< Sewer Fund - accounts for the City's sewer utility operations.



City of West Linn, Oregon
Enterprise Funds
Combining Balance Sheet
June 30, 1999

ASSETS
Current Assets:
Equity in Pooled Cash and Investments
Accounts Receivable, Net
Accrued Interest Receivable
Inventory

Total Current Assets

Fixed Assets, Net
Investment in South Fork Water Board

Total Assets

LIABILITIES AND FUND EQUITY
Current Liabilities:
Aggaunts Payable
Meter Connection Deposits
Other Accrued Liabilities
Contract Retainage Payable
Due to Other Governments

Total Current Liabilities
Fund Equity:
Contributed Capital
Retained Earnings (Deficit)

Total Fund Equity

Total Liabilities and Fund Equity
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Water Fund Sewer Fund Total

$ 453,997 $ 1,707,355 $ 2,161,352

301,418 375,686 877,103

1,762 3,349 5111

72,637 7.182 79,819
829,814 2,093,571 2923385
9,834,807 8,564,053 18,398,860
3,285,285 - 3,285,285

$ 13,949,908 $ 10,657,624 $ 24.607.530

§ 12 § 144570 § msn

37,709 37,709

28,338 3,792 32,130

1,270 1,270

22,570 240,113 262,683
221,578 389,745 611,323
11,795,753 9,655,451 21,351,204
1,932,575 712,428 2,645,003
13,728,328 10,267,879 23,996,207

$ 13,949,908 $ 10,657,624 $ 24,607,530

City of West Linn, Oregon
Enterprise Funds

Combining Statement of Revenues, Expenses and

Changes in Retained Earnings
For the Year Ended June 30, 1999

OPERATING REVENUES:

Charges for Services (Net of $1,036,713 of Sewer Charges

Remitted to Tri-City Service District)

Connection Fees (Net of $350,196 of Sewer Connection Fees

Remitted to Tri-City Service District)
Other Operating Revenues

Total Operating Revenues
OPERATING EXPENSES:
Salaries and Wages
System Repairs and Maintenance
Operating Supplies, Repairs and Services
South Fork Water Board Expenses
Utilities
IRsuirance
Administrative Charges from General Fund
Depreciation
Total Operating Expenses
Operating Income (Loss)
NON-OPERATING REVENUES:
Interest Income
Net Income from Joint Venture
Total Non-Operating Revenues
Income Before Special Payments
SPECIAL PAYMENTS
Net Income
RETAINED EARNINGS, June 30, 1998

RETAINED EARNINGS, June 30, 1999

Water Fund Sewer Fund Total
$ 1,754,388 $ 1,156,874 $ 2911262
81,279 81,279
44,708 24 44,732
1,880,375 1,156,898 3,037,273
330,030 148,885 478,915
87,285 109,013 196,298
267,245 85,448 352,693
786,035 - 786,035
60,363 10,454 70,817
21483 18216 40689
236,980 289,882 526,862
235,298 243,636 478,934
2,024,719 906,534 2,931,253
(144,344) 250,364 106,020
24,173 78,605 102,778
666.483 - 666,483
690,656 78,605 769,261
546,312 328,969 875,281
(427.678) - (427,678)
118,634 328,969 447,603
1,813,941 383,459 2,197,400
$ 1932575 $ 712,428 $ 2,645,003
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City of West Linn, Oregon
Enterprise Funds

Combining Statement of Cash Flows

For the year ended June 30, 1999

Cash Flows from Operating Activities:
Received from Customers
Paid to Suppliers
Payments to Employees for Services
Payment to Tri-City Service District
Other Operating Revenues
Payments - Quasi-External

Net Cash provided by Operating Activities

Cash Flows from Noncapital Financing Activities:
Special Payments

Cash Flows from Capital and Related Financing Activities:

Acquisition of Capital Assets

Cash Flows from investing Activities:
Interest Eamings

{Decrease) in Pooled Cash and investments

Egiiity in Paslad Cash and Investmants, Jura 30, 1668

Equity in Pooled Cash and Investments, June 30, 1999

Continued on page 63
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Water Fund Sewer Fund Total

$ 1812179 $ 1,131,025 $ 2943204
(437,155) (546,180) (983,335)
(330,030) (148,886) (478,916)
(795,119) - (795,119)
44,708 24 44,732
(236,980) (236,980) {473,960)
57,603 199,003 256,606
(427,678) - (427.678)
(21,991) (319,730) (341,721)
28,787 88,047 116,834
(363,279) (32,680) (395,959)

817,276 1,740,035 2,557.311

$ 453,997 $ 1,707,355 $ 2,161,352

City of West Linn, Oregon
Enterprise Funds

Combining Statement of Cash Flows, Continued

For the year ended June 30, 1999

RECONCILIATION OF OPERATING INCOME (LOSS) TO
NET CASH PROVIDED 8Y (USED BY)
OPERATING ACTIVITIES:

Operating Income (Loss)

Adjustments to Reconcile Operating Income to

Net Cash Provided by Operating Activities:

Depreciation

Changes in Assets and Liabilities:
Accounts Receivable
Contract Receivable
Accounts Payable
Other Accrued Liabilities
Due to Other Governments
Meter Connections Deposits
Contract Retainage Payabie

Total Adjustments

Net Cash Provided by Operating Activities

NONCASH CAPITAL ACTIVITY:
Fixed Assets Contributed by developers

Continued from page 62

Water Fund Sewer Fund Total
$ {144.344) 250,364 $ 106,020
235,298 243,636 478,934
(34,425) (30,855) (65,280)
- 57,607 57,607
(5,343) 110,285 104,942
4,563 (41) 4,522
{(9,084) (379,392) (388,476)
10,938 - 10,938
- (52.601) (52.601)
201,947 (51,361) 150,586
$ 57,603 199,003 $ 256,606
$ 1,248,115 - $ 1,248,115




City of West Linn, Oregon
Water Fund

Schedule of Revenues and Expenditures =

Budget and Actual
For the Year Ended June 30, 1999

REVENUES:

Service Charges and Other Fees:
Water Sakes
Water Connection Fees

Miscellaneous Revenues:
Customer Service Charges
Interest Eamings
Other Revenues

Total Revenues

BEGINNING FUND BALANCE AVAILABLE FOR APPROPRIATION

EXPENDITURES:
Personal Services
Materials and Services
Capital Outlay
Debt Service
Conungency

Total Expenditures

SPECIAL PAYMENTS:

General Fund:
Accounting/Financial Services
Planning/Development Services
Public Works Support Services
Administrative Services
Engineering Services
Project Dasign/lnspection

Vehicle/Equipment Maintenance Fund

M.LS. Fund

Total Special Payments

Total Expenditures and Special Payments

-64-

Original and Variance
Supplemental Favorable
Budget Actual {Unfavorable)
$ 1,653,450 $ 1,754,288 s 100,038
66,600 81,279 14,679
6,500 7,706 1,208
1,200 24173 22973
5,000 37,002 32,002
1,732,750 1,904,548 171,798
413,276 413,276 -

$ 2,146,026 $ 2,317,824 $ 174,798
Original and Variance
Supplemental Favorable
Appropriation Actual (Unfavorable)
$ 344496 $ 330,030 s 14,466
1,248,263 1,182,848 65,415
60,603 8,528 52,075
1,500 - 1,500
150,072 - 150,872
1,813,734 1,521,406 292,328
82,088 70,322 11,766

3,260 6,965 {3,705)
75324 52,291 23,033
33,008 32,059 950
70,827 73,854 {3,027)
10,560 1,488 8072
27,355 23,158 4,197
29,869 29,869 -
332,292 290,007 42,286

$ 2,146,026 $ 1811413 $ 334614

City of West Linn, Oregon
Horton Reservoir Fund

Schedule of Revenues and Expenditures

Budget and Actual

For the Year Ended June 30, 1999

BEGINNING FUND BALANCE AVARLABLE
TOR AFPROPRIATION

SPECIAL PAYMENTS
Bolton Pump Station Construction Fund
Tanner Basin Water SUC Funa

Total Special Payments
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Original and Variance
Supplemental Favorable
Budget Actual (Unfavorable)
$ 427,678 427,678 s -
Original and Variance
Supplemental Favorable
Appropriations Actual {Unfavorable)
$ 388,100 388,100 $ -
39,578 39,5/8 -
$ 427,678 427,678 $ .




City of West Linn, Oregon City of West Linn, Oregon
Water Fund

Sewer Fund
Reconciliation of Revenues and Expenditures (Budgetary) Schedule of Revenues and Expenditures -
to Revenues and Expenses (GAAP)

Budget and Actual
Forthe Year Ended June 30, 1999 For the Year Ended June 30, 1999

Original and Variance
Supplemental Favorable
Budget Actual (Unfavorable)
REVENUES:
. Revenues __Expenditures Service Charges and Other Fees:

Budgetary Basis Funds: Sewer Users’ Charges $ 2082000 § 2204263 § 122263
Water Fund $ 1904548 $  1.521.408 Sewer Connection Fees 302,000 350,196 48,196
Horton Reservoir Fund - - Miscellaneous Revenues:

Interest Eamings 60,000 78,605 28,605
Revenues and Expenditures - Budgetary Basis 1,904,548 1,521,406 Other Revenues 24 24

Adjustments: Total Revenues 2,434,000 2,633,088 199,088
Net Income from Joint Venture 666,483
Depreciation Expense 235,208 BEGINNING FUND BALANCE AVAILABLE FOR APPROPRIATION 1,383,964 1,383,964 -
Expenditures Capitalized (21,992)

Expenses Budgeted as Special Payments 290,007 $ __3817.964 S __4.017,052 S 199,088
Revenues and Expenses - GAAP Basis $  2.571,031 $ 2024719 Originat and Variance
Supplemental Favorable
_Appropriation Actual (Unfavorable)
EXPENDITURES:
. Personal Services $ 219,728 3 148,886 $ 70,843
Comprised as follows: Materials and Services 1,612,881 1,559,678 53,203
Capital Outlay 549,640 293,304 256,536
Operating Revenues, Expenses $ 1,880,375 $ 2,024,719 Contingency 1,001,026 . 1,091,026
Non-operating Revenues:
Net Income from Joint Venture 666,483 Total Expenditures 3,473,476 2,001,868 1,471,608
Interest Income, Expense 24,173
SPRCIAL PAYMENTS:
$ 2,571,031 $ 2,024,719 General Fund: .
Accounting/Financial Services 66,075 63,341 2,734
Planning/Development Services 3,260 6,965 {3,705)
Public Works Support Services 51,692 98,237 (46,545)
Administrative Services 39,787 41,544 {1.757)
Engineering Servicas 37.574 62,292 {14,718)
Project Design/inspection 79,950 27,503 52,447
Vehicle/Equipment Maintenance Fund 25,784 48,099 (22,315)
M.LS. Fund 40,366 40,366 -
Total Special Payments 344,488 378,347 (33,859)
Total Expendi and Special Pay $ 3817964 $ 2,380,215 § 1437749
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City of West Linn, Oregon
Sewer Fund

Reconciliation of Revenues and Expenditures (Budgetary)
to Revenues and Expenses (GAAP)

For the Year Ended June 30, 1999

Revenues and Expenditures

Sewer Users' Charges and Connection Fees Remitted
to Tri-City Service District

Expenditures Capitalized

Depreciation

Expenses Budgeted as Other Financing Uses

Revenues and Expenses

Comprised as follows:

Operating Revenues, Expenses
Non-operating Revenues - Interest Income
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2633088  $ 2,001,868
(1,397,585) (1,397,585)
(319,732)

243,636

378,347

1235503  § 906,534
1156898  § 906,534

78,605

1,235,503 § 806,534
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THE DEPOSITORY TRUST COMPANY

Sample Offering Document L anguage Describing Book-Entry-Only | ssuance
(Prepared by DTC—bracketed material may be applicable only to certain issues)

1. The Depository Trust Company (“DTC"), New York, NY, will act as securities depository for the securities (the
“Securities”). The Securities will be issued as fully-registered securities registered in the name of Cede & Co. (DTC's
partnership nominee). One fully-registered Security certificate will be issued for [each issue of] the Securities, [each] in
the aggregate principal amount of such issue, and will be deposited with DTC. [If, however, the aggregate principal
amount of [any] issue exceeds $200 million, one certificate will be issued with respect to each $200 million of principal
amount and an additional certificate will be issued with respect to any remaining principal amount of such issue.]

2. DTC is a limited-purpose trust company organized under the New Y ork Banking Law, a “banking organization”
within the meaning of the New York Banking Law, a member of the Federal Reserve System, a “clearing corporation”
within the meaning of the New York Uniform Commercial Code, and a “clearing agency” registered pursuant to the
provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds securities that its participants
(“Participants’) deposit with DTC. DTC also facilitates the settlement among Participants of securities transactions, such
as transfers and pledges, in deposited securities through electronic computerized book-entry changes in Participants
accounts, thereby eliminating the need for physical movement of securities certificates. Direct Participants include
securities brokers and dealers, banks, trust companies, clearing corporations, and certain other organizations. DTC is
owned by a number of its Direct Participants and by the New Y ork Stock Exchange, Inc., the American Stock Exchange,
Inc., and the National Association of Securities Deadlers, Inc. Access to the DTC system is also available to others such as
securities brokers and dealers, banks, and trust companies that clear through or maintain a custodial relationship with a
Direct Participant, either directly or indirectly (“Indirect Participants’). The rules applicable to DTC and its Participants
are on file with the Securities and Exchange Commission.

3. Purchases of Securities under the DTC system must be made by or through Direct Participants, which will receive a
credit for the Securities on DTC's records. The ownership interest of each actual purchaser of each Security (“Beneficial
Owner”) is in turn to be recorded on the Direct and Indirect Participants records. Beneficial Owners will not receive
written confirmation from DTC of their purchase, but Beneficial Owners are expected to receive written confirmations
providing details of the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant
through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the Securities are to
be accomplished by entries made on the books of Participants acting on behalf of Beneficial Owners. Beneficial Owners
will not receive certificates representing their ownership interests in Securities, except in the event that use of the book-
entry system for the Securities is discontinued.

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

5. Conveyances of notices and other communications by DTC to Direct Participants, by Direct Participants to Indirect
Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by arrangements
among them, subject to any statutory or regulatory requirements as may be in effect from time to time.

[6. Redemption notices shall be sent to DTC. If less than all of the Securities within an issue are being redeemed,
DTC's practiceis to determine by lot the amount of the interest of each Direct Participant in such issue to be redeemed.]

7. Neither DTC nor Cede & Co. will consent or vote with respect to Securities. Under its usua procedures, DTC
mails an Omnibus Proxy to Depositary as soon as possible after the record date. The Omnibus Proxy assigns Cede &
Co.’s consenting or voting rights to those Direct Participants to whose accounts the Securities are credited on the record
date (identified in alisting attached to the Omnibus Proxy).

8. Redemption proceeds, distributions and dividend payments on the Securities will be made to Cede & Co., as
nominee of DTC. DTC's practice is to credit Direct Participants accounts, upon DTC's receipt of funds and
corresponding detail information from City or Agent, on payable date in accordance with their respective holdings shown



on DTC's records. Payments by Participants to Beneficial Owners will be governed by standing instructions and
customary practices, as is the case with securities held for the accounts of customers in bearer form or registered in “street
name,” and will be the responsibility of such Participant and not of DTC or Depositary, subject to any statutory or
regulatory requirements as may be in effect from time to time. Payment of redemption proceeds, distributions and
dividends to Cede & Co. is the responsibility of Depositary, disbursement of such payments to Direct Participants shall be
the responsibility of DTC, and disbursement of such payments to the Beneficial Owners shall be the responsibility of
Direct and Indirect Participants.

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

10. DTC may discontinue providing its services as securities depository with respect to the Securities at any time by
giving reasonabl e notice to Depositary. Under such circumstances, in the event that a successor securities depository is not
obtained, Security certificates are required to be printed and delivered.

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

12. Theinformation in this section concerning DTC and DTC's book-entry system has been obtained from sources that
Depositary believes to be reliable, but Depositary takes no responsibility for the accuracy thereof.
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CONTINUING DISCLOSURE CERTIFICATE

$1,800,000
City of West Linn
Clackamas County, Oregon
Limited Water System Revenue Bonds
Series 2000

This Continuing Disclosure Certificate (the “ Certificate”) is executed and delivered by the
City of West Linn, in Clackamas County, Oregon (the “Issuer”) in connection with the issuance of
theits Limited Water System Revenue Bonds, Series 2000 (the “Bonds”).

Section 1. Purpose of Certificate. This Certificateis being executed and delivered by the
Issuer for the benefit of the holders of the Bonds and to assist the underwriter(s) of the Bondsin
complying with paragraph (b)(5) of Securities and Exchange Commission Rule 15¢2-12 (17 C.F.R.
§ 240.15¢c2-12) (the“Rul€e”). This Certificate constitutes the Issuer’ s written undertaking for the
benefit of the owners of the Bonds as required by Section (b)(5) of the Rule.

Section 2. Definitions. Unless the context otherwise requires, the terms defined in this
Section shall, for purposes of this Certificate, have the meanings herein specified.

“Beneficial Owner” means any person who has the power, directly or indirectly, to
vote or consent with respect to, or to dispose of ownership of any Bonds, including persons
holding Bonds through nominees or depositories.

“Commission” means the Securities and Exchange Commission.

“MSRB” means the Municipa Securities Rulemaking Board or any successor to
its functions.

“NRMSIR” means a nationally recognized municipal securities information
repository.

“Officia Statement” means the final officia statement for the Bonds dated
October 3, 2000.

“Rule” means the Commission’s Rule 15¢2-12 under the Securities and Exchange
Act of 1934, as the same may be amended from time to time.

“SID” means a state information depository for the State of Oregon (if oneis
created).

Section 3. Financia Information. The Issuer agrees to provide or cause to be
provided to each NRMSIR and to the SID, if any, in each case as designated by the Commission
in accordance with the Rule, the following annual financial information and operating data for
the prior fiscal year (commencing in 2001 for the fiscal year ended June 30, 2000):
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A. The Issuer’ s latest publicly available annual financial statements prepared
in accordance with the Oregon Local Budget Law (or any successor statute) and in accordance
with generally accepted accounting principles so prescribed by the Governmental Accounting
Standards Board (or its successors) and generally of the type included in the official statement for
the Bonds under the heading "Appendix D: Audited 1999 Financial Statements';

B. Financial information or operating data of the type set forth in the Official
Statement under the following captions:

» Historical Operating Results

» Historical Gross Revenue Debt Service Coverage
» Historical Net Revenue Debt Service Coverage

* Projected Debt Service Requirements

» Water Rates and Charges

» Water System Development Charges

» Largest Water Users

The annual information and operating data described above shall be provided on
or before 9 months after the end of the Issuer's fiscal year. The Issuer's current fiscal year ends
June 30. The Issuer may adjust such fiscal year by providing written notice of the change of
fiscal year to each then existing NRMSIR and the SID, if any. Inlieu of providing such annual
financia information and operating data, the Issuer may cross-reference to other documents
provided to the NRMSIR, the SID or to the Commission and, if such document isafinal official
statement within the meaning of the Rule, available from the MSRB.

The Issuer agrees to provide or cause to be provided, in atimely manner, to each
NRMSIR or to the MSRB, and to the appropriate SID, if any, notice of its failure to provide the
annual financial information described in this Section 3 on or prior to the date set forth in the
preceding paragraph.

If not provided as part of the annual financial information discussed above, the
Issuer shall provide the Issuer’ s audited annual financial statement prepared in accordance with
the Oregon Local Budget Law (or any successor statute) when and if available to each then
existing NRMSIR and the SID, if any.

Section 4. Material Events. The Issuer agrees to provide or cause to be provided,
in atimely manner, to the SID, if any, and to each NRMSIR or to the MSRB notice of the
occurrence of any of the following events with respect to the Bonds, if material:

1 Principal and interest payment delinquencies;
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2. Non-payment related defaults;

3. Unscheduled draws on debt service reserves for the Bonds
reflecting financial difficulties;

4, Unscheduled draws on credit enhancements for the Bonds
reflecting financial difficulties;

5. Substitution of credit or liquidity providers or their failure to

perform;

6. Adverse tax opinions or events affecting the tax-exempt status of
the Bonds,

7. Modifications to the rights of Bond owners;

8. Optional redemption of Bonds prior to their maturity;

9. Defeasance of the Bonds,

10. Release, substitution or sale of property securing repayment of the
Bonds; and

11. Rating changes.

Section 5. Termination/Modification. The Issuer’s obligations to provide notices
of material events shall terminate upon the legal defeasance, prior redemption or payment in full
of all of the Bonds. This Certificate, or any provision hereof, shall be null and void if the Issuer
(a) obtains an opinion of nationally recognized bond counsdl to the effect that those portions of
the Rule which require this Certificate, or any such provision, areinvalid, have been repeaed
retroactively or otherwise do not apply to the Bonds; and (b) notifies each then existing NRMSIR
and the SID, if any, of such opinion and the cancellation of this Certificate.

Notwithstanding any other provision of this Certificate, the Issuer may amend this
Certificate, and any provision of this Certificate may be waived, provided that the following
conditions are satisfied:

A. If the amendment or waiver relates to the provisions of Sections 3 or 4
hereof, it may only be made in connection with a change in circumstances that arises from a
changein legal requirements, change in law, or change in the identity, nature or status of the
Issuer with respect to the Bonds, or the type of business conducted;

B. The undertaking, as amended or taking into account such waiver, would,
in the opinion of nationally recognized bond counsel, have complied with the requirements of the
Rule at the time of the original issuance of the Bonds, after taking into account any amendments
or interpretations of the Rule, as well as any change in circumstances; and
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C. The amendment or waiver either (i) is approved by the owners of the
Bonds or (ii) does not, in the opinion of nationally recognized bond counsel, materially impair
the interests of the owners or Beneficial Owners of the Bonds.

In the event of any amendment or waiver of a provision of this Certificate, the
Issuer shall describe such amendment in the next annual report, and shall include, as applicable, a
narrative explanation of the reason for the amendment or waiver and its impact on the type (or in
the case of achange of accounting principles, on the presentation) of financial information or
operating data being presented by the Issuer. In addition, if the amendment relates to the
accounting principlesto be followed in preparing financial statements, (i) notice of such change
shall be given in the same manner as for amaterial event under Section 4 hereof, and (ii) the
annual report for the year in which the change is made should present a comparison (in narrative
form and also, if feasible, in quantitative form) between the financial statements as prepared on
the basis of the new accounting principles and those prepared on the basis of the former
accounting principles.

Section 6. Bond Owner’s Remedies Under This Certificate. The right of any Bond
Owner or Beneficial Owner of Bonds to enforce the provisions of this Certificate shall be limited
to aright to obtain specific enforcement of the Issuer’ s obligations hereunder, and any failure by
the Issuer to comply with the provisions of this undertaking shall not be an event of default with
respect to the Bonds hereunder.

Section 7. Choice of Law. This Certificate shall be governed by and construed in
accordance with the laws of the State of Oregon, provided that to the extent this Certificate
addresses matters of federal securities laws, including the Rule, this Certificate shall be construed in
accordance with such federal securities laws and official interpretations thereof.

Dated as of the 10th day of October, 2000.

City of West Linn, Oregon

City Official
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