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SUMMARY

The Finance and Management Agency is pleased to present to the City Council the attached
Comprehensive Annual Financial Report {CAFR),the Oakland Redevelopment Agency (ORA)
Audit Report, and the Management Letter.

The CAFR incorporates the audited basic financial statements of the Oakland Municipal
Employees’ Retirement System (OMERS), the Police and Fire Retirement System (PFRS), the
ORA and the Port of Oakland.

The ORA Audit Report provides an overview of the Redevelopment Agency financial activities
during the Fiscal Year ended June 30, 2010.

The Management Letter outlines the Auditor’s responsibility, provides advice on accounting
policies, and makes recommendations designed to improve operational efficiencies that further
strengthen internal controls.

The Auditor’s unqualified opinion letters for the two audit reports mentioned above declared that
the basic financial statements contained therein accurately represent the financial condition of the
City as of June 30, 2010.

There were three audit 'ﬁndings for the City and two audit findings for the Agency, which are
discussed under the Key [ssues and Impacts Section. However, these findings have no material
impact on the basic financial statements of both the City and the Agency.

FISCAL IMPACT

This is an informational report only and there is no fiscal impact.
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BACKGROUND
®* The Comprehensive Annual Financial Report
The CAFR is presented in three sections:

>  Imtroductory Section: This contains the transmittal letter that includes information
about the organizational structure of the City, including an overview of the City and its
economy, and general government operations. This section also highlights the
Government Finance Officers Association’s {(GFOA) Certificate of Achievement for
Excellence in Financial Reporting award for the previous fiscal year.

»  Financial Section: This section includes the Independent Auditor’s Report and the
Management’s Discussion and Analysis (MD&A), as required by the Governmental
Accounting Standards Board (GASB) 34. The MD&A provides financial highlights
and an analytical overview of the City’s financial activities. The Basic Financial
Statements include the government-wide financial statements that present an overview
of the City’s entire financial operations. The fund financial statements present
financial information for each of the City’s major fiinds as well as non-major
governmental funds, such as special revenue funds and debt service funds. Capital
Assets, including infrastructure, and the liability for the City’s long-term debt are
included in the Statement of Net Assets, located on page 19 of the CAFR. Also
incorporated in the City’s basic financial statements are the audited financial
statements for the OMERS, PFRS, ORA and the Port of Oakland, as a discrete
component unit of the City.

>  Statistical Section: This section provides ten years of summary financial data, as well
as demographic, economic, and statistical information related to the City and its
operations.

= The Oakland Redevelopment Agency
The ORA audit 1s presented in a separate report:

»  Financial Section: This section includes the Independent Auditor’s Report and the
Management’s Discussion and Analysis (MD&A), as required by GASB 34. The
MD&A provides financial highlights and an analytical overview of the Agency’s
financial activities. The Basic Financial Statements include the government-wide
financial statements.that present an overview of the Agency’s financial operations.
The fiind financial statements present financial information for each of the Agency’s
governmental funds. The Agency capital assets and the liability for the long-term debt
are included in the Statement of Net Assets.
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®* The Management Letter

The Management Letter is a required communications and recommendations by
Statement on Auditing Standards (SAS) No. 114. The letter outlines the Auditor’s
responsibility, planned scope and timing of the audit, provides advice on accounting
policies, evaluates accounting estimates, proposes audit adjustments, significant audit
findings, status of prior years’ recommendations, corrected and uncorrected
misstatements, disagreement with management, management representation, and outlines
any major difficulties encountered in performing the audit.

The Management Letter is intended solely for the information and use of the City
Council, the Finance Committee, the Federal grantor agencies, and the management of
the City and is not intended to be and should not be used by anyone other than these
specified parties.

Status of prior vear’s recommendation

The City has implemented prior year's audit recommendation on internal service funds.
For Fiscal Year 2010, the City was able to achieve a positive change in fund balance for
each of the internal service funds that had a beginning deficit net assets balance. In
addition, the improvement to net assets for each of these hinds was greater than the
change in the restructure rebalancing plan. The interfund borrowing has been reduced to
$45.6 million as of June 30, 2010, an improvement over the $§50.8 million that was due as
of June 30, 2009.

Macias, Gini & O’Connell LLP, a certified public accounting firm, engaged by the City as the
primary contractor for its year end audits, performed the following audits:

>
>
>
>
>

>

The Comprehensive Annual Financial Report (CAFR),

The Qakland Redevelopment Agency Audit Report,

The Single Audit Report,

Measure C-Transient Occupancy Tax Surcharge Compliance Audit,
The Oakland Army Base Audit, and

A separate audit of the Port of Oakland.

Williams, Adley & Company LLP, a certified public accounting firm and sub-contractor,
performed the tests and fieldwork for the Single Audit, the Oakland Municipal Employees
Retirement System (OMERS) and the Police and Fire Retirement System (PFRS).

Patel & Associates LLP, a certified public accounting firm and sub-contractor, performed the
audit of the Measure Y — Violence Prevention & Public Safety Act of 2004 audit report.
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could be restored on newly-purchased computer hardware, if the existing computers in the local
Data Center are damaged. However, recovery would require lengthy lead time of 30 to 45 days
to purchase and install new computer hardware. To reduce the recovery lead time, DIT
recommends the use of a remote recovery site or a reciprocal agreement with a sister city, which
would allow DIT to locate its recovery system in their data center. DIT has had some
discussions with the City of Burbank, California for this purpose, but has come to an agreement
that is acceptable to both parties. .

Conclusion .
The auditors expressed an opinion that the City’s financial statements for the year ended June 30,
2010 are fairly stated and in accordance with generally accepted accounting principles in the
United States. The Auditor’s unqualified or “clean” opinion letters for the CAFR declared that
the basic financial statements contained therein accurately represent the financial condition of the
City as of June 30 2010.

» The Oakland Redevelopment Agency

The ORA audit report provides information for the citizens of Oakland and those interested in
the Agency’s finances as of June 30, 2010 in conformity with generally accepted accounting
principles in the United States. The auditors considered the Agency’s internal control over
financial reporting as a basis for designing their auditing procedures. The auditors did not
identify any deficiencies in internal control over financial reporting. In addition, the auditors
performed tests of compliance with certain provision of laws, regulations and grant agreements,
non compliance with which could have a direct and material effect on the financial statement.
However, providing an opinion on compliance with those provisions was not an objective of the
audit. The results of the tests disclosed instances of non-compliance or other matters that are
required to be reported under Government Auditing Standards as audit findings:

Schedule of Findings and Management Responses

Audit Finding #1-Authorization for Use of the Agency’s Voluntary Five Percent
Contribution:

During the year ended June 30, 2010, the Agency experienced a drop in tax increment, which
generated a voluntary five percent contribution to the Agency’s Low and Moderate Income
Housing Fund of $5,664,814. However, Agency Resolution 09-90 passed on October 6, 2009
(in response to Assembly Bill 26 4x passed by the State Legislature), specified an amount of
$6,034,900 for FY 2009-10 to hund the Supplemental Educational Revenue Augmentation Fund
(SERAF). Therefore, there is a shortfall of $370,086 between the authorized amount and the
actual contribution made for FY 2009-10. It is unclear whether the shortfall 1s considered to be
taken from the voluntary five percent contributions from prior years or whether it is considered
to be taken from the 20% set aside. While the Assembly Bill allows the use of 20% set aside as a
source for making SERAF payment, it also requires the repayment of said funds within five
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years. The auditors recommend that the Agency amend Resolution 09-90 to update the
authorized amounts of voluntary five percent contributions to be used towards making the
SERAF payment, in order to prevent any misunderstanding or uncertainty over the source of
funds used within the Housing Fund.

Management Response

Management acknowledges the above finding and the Agency staff: will submit an amendment to
Agency Resolution 09-90. The Adopted FY 2009-10 Agency Budget provided for the entire
voluntary five percent contribution to the low-moderate income housing set aside hund to be
suspended and used instead for SERAF payment. The actual tax increment received in FY 2009-
10 was less than the budgeted amount, and therefore, the actual amount available for SERAF
was less than the projected amount.

Audit Finding #2- Under funding the Agency’s Involuntary Twenty Percent Set Aside:

During the year-ended June 30, 2010, the Agency calculated the 20% low-moderate income set-
aside based on the gross tax increment Jess the administrative fees. Since the California
Redevelopment Law requires that not less than 20% of:the gross tax increment allocated to the
agency is to be deposited to the Housing Fund prior to any deduction for administrative fees and
other transfers, then the 20% set aside for FY 2009-10 was under funded. The auditors
recommend that the Agency recalculate the 20% low-moderate income set-aside using the gross
tax increment allocated by the County and correct the amount of set-aside deposited into the
Housing Fund.

Management Response

Management acknowledges the above finding and has already implemented the necessary
corrective action for FY 2009-10. Agency staff will also review past deposits into the Housing
Fund to determine whether past amounts set-aside comply with the Califormia Redevelopment
Law. Staffis working with the City Attorney’s Office to resolve this issue and will take action
to correct any past deficiencies, if necessary.

Conclusion

The above findings have no material impact on the Agency’s financial statement. The auditors
expressed an opinion that the Agency’s financial statements for the year ended June 30, 2010 are
fairly stated and in accordance with accounting principles generally accepted in the United
States. The Auditor’s unqualified or “clean” opinion letters for the Agency declared that the
basic financial statements contained therein accurately represent the financial condition of the
City as of June 30, 2010.

SUSTAINABLE OPPORTUNITIES

There are no economic, environmental, or social equity opportunities resulting from this report.
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DISABILITY AND SENIOR CITIZEN ACCESS

The information contained in this report does not impact disability and senior citizen access.

RECOMMENDATION(S) AND RATIONALE

Staff recommends that the City Council accept the June 30, 2010 City of Oakland
Comprehensive Annual Financial Report (CAFR), the Oakland Redevelopment Agency (ORA)
Audit Report and Management Letter.

ACTION REQUESTED OF THE CITY COUNCIL
Staff recommends that the City Council accept the June 30, 2010 City of Oakland

Comprehensive Annual Financial Report (CAFR), the Oakland Redevelopment Agency ORA)
Audit Report and Management Letter.

Respectfuily submitted,

‘-\:: 6 \/\
JGséﬁh T. Yéw\
. Finahce Director ty Treasurer

Prepared by:
Osbom Solitei, Controller
Finance and Management Agency

Attachments:

Comprehensive Annual Financial Report (CAFR)
Oakland Redevelopment Agency (ORA) Audit Report
Management Letter

A OVED AND FORWARDED TO THE
FINANCE NAGEMENT COMMITTEE:

Office of the City Administrator
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Independent Auditor’s Report

Honorable Mayor and Members of the Council
of the Redevelopment Agency
City of Qakland, California

We have audiied the accompanying financial statements of the govemmental activities, each major fund,
and the aggregaie remaining fund information of the Redevelopment Agency of the City of Oakland (the
Agency), a component unit of the City of Oakland, California, as of and for the vear ended June 30, 2010,
which collectively comprise the Agency's basic fmancial statements as listed in the table of contents.
These financial statements are the responsibility of the Agency’s management. Our responsibility is to
express opinions on these fiancial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepied in the United States of
America and die standards applicable to financial audits contained in Governmem Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement.  An audit includes consideration of internal control over financial reporting as a basis for
designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Agency’s internal control over financial reporting. Accordingly,
we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements, assessing the accounting principles used and
significant estimates made by management. as well as evaluating the overall financial staternent
presentation. We believe that our audit prosides a reasonable basis for our opinions.

In our opinton, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each major fund, and the aggregate remaining
fund information of the Agency as of June 30, 2010, and the respective changes in financial position
thereof for the year then ended in conformity with accouniing principles generally accepied in the United

Siates of America.

In accordance with Governmen: Auditing Standards, we have also issued our report dated November 23,
2010 on our consideration of the Agency’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
maiters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Governniem Audiiing Standards and should be considered in assessing the results of our

audit.

Management’s discussion and analysis, as listed in the table of contents, is not a reguired part of the basic
financial statermnents but is supplementary information required by accounting principles generally
accepted in the United States of America. We have applied certain lirnited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation of the
required supplementary information. However, we did not audit the information and express no opinion

mgocpa.com
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Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Agency’s basic financial statements, The combining nonmajor fund financial statements are
presented for purposes of additional analysis and are not a required part of the basic financial statements.
Such nformation has been subjected to the auditing procedures applied in the audit of the basic fmancial
statements and, in our opinion, is fairly stated in all material respects in relation to the basic financial
statements taken as a whole.

Cerufied Public Accountants
Qakland, California

November 23, 2010



MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2010

This section of the Redevelopment Agency of the City of Oakland (“Agency”) Annual Financial
Report presents a narrative overview and analysis of the financial activities of the Agency for the
year ended Jme 30, 2010. We encourage readers to consider the information presented here in
conjunction with the additional information contained in the Agency’s financial statements and

related footnotes.
FINANCIAL HIGHLIGHTS

» The Agency's total assets exceeded its total liabilities by $219.0 million compared to
$253.4 million for the previous fiscal year. This represents a net decrease of $34.4
million or 13.6 percent compared to previous year. The net change was driven primarily
by the revenue shift of $41.1 million of property tax mcrement to the Supplemental
Education Revenue Augmentation Find (SERAF).

» For the year ended Jimé 30, 2010, the Agency’s governmental fund balances were $551.9
million compared to $616.4 million in the previous fiscal year, an decrease of 10.5
percent or $64.5 million. The changes in fimd balance are primarily attributable to the
$41.1 million SERAF payment and a decrease of $19.4 million in tax increment revenue.
The $551.9 million fimd balance is distributed by redevelopment project area as follows:
25.3 percent or S139.4 million for the Central District; 19.0 percent or $104.8 milhon for
the Coliseum; 15.1 percent or $83.4 milhon for Central City East; 18.0 percent or $99.3
million for Low and Moderate Housing; 14.8 percent or $81.6 million for the Oakland
Army Base; 0.81 percent or $4.5 million for debt service finds; and 7 1 percent or $39.0
mllhon for Nonmajor Governmental Fumds.

» As of lme 30, 2010, the Agency has a total of $512.5 million in long-term obligafions
outstanding compared to $531.1 million in prior fiscal year, a decrease of 3.5 percent or
$18.6 million. Long-term liability includes $493.2 million in bonds, $5.8 million
remediation obligations and $13.5 million advances from the primary government.

OVERVIEW OF THE FINANCIAL STATEMENTS
This disctission and analysis is intended to introduce the Agency’s basic financial statements.

The Agency’s basic financial statements consist of three components: 1) govenment-wide
financial statements, 2) fund financial statements, and 3) notes to the basic financial statements.



Government-wide Fmancial Statements

The government-wide financial statements are designed to provide readers with a broad overview
of the Agency’s finances, using the accrual .basis of accounting, in a mamer similar to the

financial statements for a private-sector business.

The statement of net assets presents information on all of the Agency’s assets and liabilifies, with
the difference between the two reported as net assets. Over time, increases or decreases in net
assets may serve as a useful indicator of whether or not the financial position of the Agency is

improving or deterioratiog.

The statement of activities presents information showing how the Agency’s net assets changed
during the mos\ recent fiscal year. Ail changes in net assets are reported on the accrual basis as
soon as the underlying event giving rise to the change occurs, regardless of the timing of the
related cash flows. Thus, revenues and expenses are reported in this statement for some items
that will only result in cash flows in future fiscal periods, such as revenues pertaining to

imcollected taxes.

The government-wide financial statements distinguish functions of the Agency that are
principally supported by taxes and intergovernmental revenues (governmental activities) from
other fimctions that are intended to recover all or a significant portion of their costs through user
fees and charges (business-type activities). The govenmiental acfivities of the Agency include
urban redevelopment and housing. The Agency does not engage in any business-type activities.

-The government-wide financial statements include the operations of the various redevelopment
areas and low and moderate housing program.

Fund Financial Statements

The fimd financial statements are designed to report information about groupings of related
accounts, which are used to maintain control over resources that have been segregated for
specific activities or objectives. The Agency, like other state and local goveniments, uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements. All of

the funds of the Agency are governmental fimds.

Governmental Funds

Governmental fimds are used to account for essentially the same functions reported as
governmental activities in' the government-wide financial statements. The Agency’s basic
operations are reported in governmental funds. However, unlike the govermment-wide financial
statements, governmental fimd financial statements follow the modified accrual basis of
accounting and focus on the near-term inflows and outflows of spendable resources, as well as
on the balances of spendable resources available at the end of the fiscal year. Such information
may be usefil in evaluating the Agency’s near-term financing requirements.

Because the focus of governmental fimds is narrower than that of the govenmient-wide financial

statements, it is nseful to compare the information presented for govenmental funds with similar
information presented for governmental activities in the govermnent-wide financial statements.
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By doing so, readers may better imderstand the long-term impact of the Agency’s near-term
financing decisions. Both the governmental funds balance sheet and the governmental funds
statement of revenues, expenditures, and changes in fund balances provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities. The Agency
maintains 11 individual govenmiental funds. Information is presented separately in the
govenmental fimds balance sheet and in the govemmental funds statement ofi revenues,
expenditures, and changes in fimd balances for the Central District Fimd, Colisetm1 Fund,
Central City East Fimd, I.ow and Moderate Housing Fimd, Oakland Army Base and Debt
" Service Fimd, all of which are considered to be major funds. Data from the remaining funds are
combined in a single, aggregated presentation as non-major governmental funds. Individual fund
data for each ofi the non-major govenmental funds is provided in the form of combining
statements immediately following the notes to the basic financial statements in this report.

Notes to the basic financial statements

The notes to the basic financial statements provide additional infonnation that is essential to a
full imderstandiag of the data provided in the government-wide and fund financial statements.
The notes to the basic financial statements can be found on pages 18-39 of this report.

Other information

In addition tothe basic financial statements and the accompanying notes, the combining
statements referred to earher in coimection with non-major governmental funds are presented

immediately following the footnotes.

Government-wide Financial Statements Analysis

The Agency’s financial statements are presented under the reporting model required by the
-Governmental Accotmting Standards Board Statement No. 34 (GASB 34), Basic Financial
Statements - and Management’s Discussion and Analysis (MD&A) — for Stare and Local
Governments. All of the Agency’s activities are governmental; therefore, business-type activities

are not reported.

Analysis of Net Assets

Net assets may serve over time as a useful indicator ofi the Agency’s financial position. The
Agency’s assets exceeded liabilities by $219.0 million at the close of the fiscal year ended June

30, 2010.

As of the end of the fiscal year, the Agency had restricted net assets of $551.3 million. The
restricted net assets include $4.5 million reserved for debt service, $99.3 million reserved for low
and moderate housing, and the remaining balance ofi$447.6 million represents resources that are
subject to external restrictions. The Agency’s invested In capital assets is $6.6 million and its
deficit in unrestricted net assets of $338.9 million is attributed to the issuance ofibonds and other
indebtedness to fimd urban development and housing projects that are not capitalized.



Statement of Net Assets

Governmental Activities
(In thousands) .
. June 30, 2010 June 30, 2009
Assets:
Current and other assets b 596,475 h) 686,267
Property held for resale 163,919 129,870
Fixed Assets 6,600 - 6,735
Total assets 766,994 822,872
Liabiljties:
Long-term liabilities 512,527 531,129
Other habilities 35,460 38.335
Total liabilities 547,987 569,464
Net assets: - :
~ Investments in capital assets, net of related debt ' - 6,600 - 6,735
Restricted for:
Debt service 4,467 5,434
Low and moderate housing 99.264 102,964
Urban redevelopment projects and housing (1) 447,575 468.416
Unrestricted (338.899) (330,141)
Total net assets hY 219,007 s 253,408

(1) Restricted net assets for debt service is reported in urban redevelopment projects and housing in FY 2009.

Governmental activities. The Agency’s pet assets decreased by $34.4 million or 13.6 percent in
fiscal year ended June 30, 2010. Key elements of this decrease are as follows:

Changes in Net Assets
Governmental Activities

(In thousands)
June 30,2010 . June 30, 2009
Reveaues:
Program revenues: .
Charges for services $ 4314 $ 5,448
Operating grants and reimbusements 750 2.714
General revenues:
Property tax increment 112,186 131,688
Investment-income 3,07 11,253
Other 3.740 ' 15934
Total general revenues 119,000 158 875
Total program and general revenues 124,064 167.037
Expenses: :
Urban redevelopment and housing development 89,367 86,093
Supplernental Education Revenue Augmentation Fund Pay ment 41,114 -
Interest on long-term debt 27.984 27,912
Total expenses 158,465 114,005
Increase in net assets (34.401) ' 53,032
Net assets, beginning of year 253,408 ) 200,376
* Net assets, end of year s - 219.007 S 253,408




Redevelopment Agency of the City of Oakland
Sources of Revenue :
For FY 2009-10
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Total Revenues $124,064

Rede\:elopment Agency of the City of Oakland
Sources of Revenue
For FY 2008-09
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Total Revenues $167,037



Redevelopment Agency of the ‘City of Qakland
Functional Expenses
For FY 2009-10

E Urban redevelopment and

housing development
B Interest on long term debt

O SERAF payinent

Total Expenses $158,465

Redevelopment Agency of the City of Qakland
Functional Expenses
For FY 2008-09

B Urban redevelopment and
housing development

E interest on long term debt

Total Expenses $114.005



Analysis of Changes in Net Assets

The expenses in goverimiental activities for the Agency exceeded revenues by $34.4 mullion for.
the year ended Jtme 30, 2010. This represents a decrease of 164.9 percent or $87.4 million
compared to the prior year’s change in net assets of $53.0 million. The decrease 1s primarily
attributed to a $43.0 million decrease in revenues and a $44.4 million increase 1n total spending.

During fiscal year 2009-2010, the Agency’s revenues decreased by $43.0 million or 25.7 percent
compared to the previous fiscal year. All major revenue categories experienced double digit
decreases. Contributing to the decrease in total revenue is tax increment which reduced by $19.5
million or 14.8 percent, primarnly due to lower assessment value on properties; other revenues
also decreased by $12.2 million or 76.5 percent; investment income decreased by $8.2 miilion
reflects the low interest rate environment during the year; charges for services drop of $1.1
million or 20.8 percent; and operating grants decreased by $2.0 million or 72.4 percent during

this difficult economic period.

Conversely, governmentﬁ’ide expenses increased by $44.4 million or 38.8 percent. The increase
1s primarily attributable to the $41.1 milhon $ERAF payment and $3.3 million increase in

expenses related to Coliseum project area,
Financial Analysis of the Agency’s Fund Balances

As of Jtme 30, 2010, the Agency’s governmental funds reported combined ending fund balances
of $551.9 million, a decrease of 10.5 percent or $64.5 million compared to the prior fiscal year.
The change in fund balance is primarily attributabie to $36.3 million decrease in revenues, a $7.5
miilion increase in spending and a $38.0 million decrease in other financing sources.

The revenue decrease is mainly attributed to a $17.1 million decrease in tax increment; a $12.7
million decrease in other revenue, and an $8.2 million decrease in interest and 1nvestment
income offset by a §1.7 million increase in rents and reimbursements.

The increase 1n spending 1s primarily attributed the $41.1 miilion SERAF payment offset by a
$5.6 million reduction in urban redevelopment and housing spending and a $29.3 million
reduction in principal repayment of bonds and advances. The decrease in principal repayment
represents a $16.5 million repaynient toward the Central District advance and a $12.4 million
repayment of the tax allocation bond, senies 2005, in FY2009. ‘

The decrease in other fmancing sources largely attributed to the debt restructuring on March 23,
2009. As aresuit of the debt restructuring, the Agency received $38.0 million in bond proceeds
along with the retirement of the 2005 series tax allocation bonds.



City of Oakland
Statement of Revenues, Expenditures and Changes in Fund Balance
Governmental Funds

{(In thousands)
June 30,2010 June 30, 2009
Revenues: .
Property tax increment ) 114,411 h) 131,536
Investment income 3,074 11,253
Rents and reimbursements 8.385 6,733
Other 3,268 15,934
Total general revenues 129,138 165,456
Ex penditures: ‘
Urban redevelopment and housing 106,755 112,306
Supplemental Education Revenue Augmentation Fund Payment 41,114 -
Payment on advances ’ 656 17,245
Retirement of long-term debt 16,865 29,620
Interest on long-tenn debt 28,252 : 26,391
Bond issuance cost - 601
Total expenses ‘193,642 186,163
Other Financing Sources ([ses)
Tax allocation bonds issued - 38,755
Discount on bonds issuance - (779)
Total other financing sources - 37.976
Change in fund balance (64,504) 17,269
Beginning fimd balance 616,439 599,170
Fund Balance at End of the Year : $ 551,935 $ 616,439

'Budgetar}:’ Data

Meaningfid Agency budgetary data are not presented in the fmancial staternents for capital
projects and debt service fimds because budgetary allocations are fiscal year specific while
Agency project implementation may involve several fiscal years to complete.

Capital Assets and Debt Administration

Capital assets
The Agency has capital assets of $8.1 million, before depreciation, which includes the Henry J.

Robinson Multi-Service Center facility that provides serice to the disadvantaged persons living
within or near the Central District Redevelopment Project Area as major transitional housing,
emergency shelter, and drop-in programs for the homeless population in Qakland; and the Fox
Theater property which is leased to Fox Oakland Theater, Inc. (“FOT”) through a 60 year long-
term lease. Fixed assets for the fiscal year ended June 30, 2010 are reported as $6.6 million, net

of accumnulated depreciation. -

Long-term debt : _
At June 30, 2010, the Agency had total outstanding long-term debt of $488.9 million, a decrease
of $16.9 million or 3.3 percent from the prior fiscal year. The decrease represents the repayment

of debts.. :
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Bond Ratings o
The Agency’s bond ratings at June 30, 2010 are as follows (in thousands):

Standard & Balance
Moody's Poors Fitch JBCA  Outstanding
Tax allocation A2 AHA- N/A k) 404,273
Housing set-aside revenue bonds A2 At A+ 84,510
General obligation bonds N/A N/A N/A 115
TOTAL g 488,900

Long-term liabilities at the end of June 30, 2010 and June 30, 2009 are comprised of the
following (in thousands):

FY 2010 FY 2009
Bonds Payable:
Fax allocation bonds pay able $ 404,275 kY 418,520
Housing set-aside revenlle bonds 84,510 87,075
General obligation bonds 115 170
Total Bonds Payable 488.900 505,765
Other Long-Term Liabilities:
Deferred amounts, net 4,322 5,083
7 7

Uptown remediation costs :
5.500

OBRA remediation costs 5.500

Other remediation costs 300 620

Advances from City of Oakland 13,498 14,154
Total Other Long-Term Liabilities 23,627 25,364
TFotal Long-Term O bligations ' 8 512,527 $ 531,129

Other Potentially Significant Matters

Supplementary Educational Revenue Augmentation Funds (SERAF): - On July 24, 2009, the
State Legislature passed Assembly Bill (AB) 26 4x, which requires redevelopment agencies
statewide to deposit a total of $2.05 bilhon of property tax increment in county SERAF to be
distributed to meet the State’s Proposition 98 obligations to schools. The SERAF revenue shift
of $2.05 billion will be made over two years, $1.7 billion in fiscal year 2009-2010 and $350
milhon in fiscal year 2010-2011. The Agency’s share of this revenue shift in fiscal year 2010-
2011 is approximately $8.5 milhon. Payments are to be made by May 10, 2011.  Further
information regarding the City’s response and SERAF impact is contained in the Subsequent

events footnote to the basic financial statements.

Requests for Information

This financial report is designed to provide a general overyiew of the Redevelopment Agency of
the City of Oakland’s finances for all those with an interest in the Agency’s finances. Questions
concerning any of the information provided in this report or requests for additional financial
infonnafion should be addressed to lhe Finance and Management Agency. Accounting Division,
City of Oakland, 150 Frank H. Ogawa Plaza, Suite 6353, Oakland, California 94612-2093.
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REDEVELOPMENT AGENCY OF THE CITY OF OAKLAND
Statement of Net Assets
" June 30,2010

(In thousands)
Governmental

Activities

ASSETS
Cash and investments $ 220,898
Accrued interest receivable 653
Accounts recetvable (net of allowance for
uncollectibles of $226) 2,440
Due from the City of Qakland 13,842
Due from other government 36
Notes receivable (net of allowance for
uncollectibles of $47,018) 156,038
Restricted cash and investments 192,47]
Property held for resale 163.919
Qther assets 2,032 -
Deferred charges - bond issuance costs 8.065
Capital assets:
Land and other assets not being depreciated 3,377
Facilities and equipment, net of depreciation 3,223
TOTAL ASSETS 766,994
LIABILITIES
Accounts payable and accrued liabilities 3.211
Accrued interest payable 9.278
Due to the City of Qakland 10,898
Due to other governments 11,475
Deposits and other liabilities 598
Non-current liabilities:
” Due within one year 22,504
Due in more than one year 490,023
TOTAL LIABILITIES 547,987
NET ASSETS (Deficit)
Invested io capital assets 6.600
Restricted for:
Debt service 4,467
Low and moderate housing 99,264
Urban redevelopment projects 447,575
Unrestricted net assets (deficit) (338.899)
3 - 219,007

TOTAL NET ASSETS

See accompanying notes to the financial statements. '

12 -



REDEVELOPMENT AGENCY OF THE CITY OF QAKLAND _
Statement of Activities

For the year énded June 30, 2010
(Tn thousands)

Program Revenues

Net

See accompanying notes to the basic financial statements,
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Operating (Expense) Revenue
, Charges Grants and and Changes in
Functions/Programs Expenses for Services Contributions Net Assets
Governmental Activities:
Urban redevelopment $ 81,744 % 4,314 $ 750 $ (76,680)
Housing development 7,623 - - (7,623)
Supplemental Education Revenue
‘Augmentation Fund Payment 41,114 - - (41,114)
Interest on long-tenn debt 27,984 - - (27,984
Total governmental activities | $ 158,465 $ 4314 $. 750 (153,401)
General Revenues:-
Property tax increment 112,186
Tnvestment income 3,074
Other 3,740
Total general revenues 119,000
Change in net assets (34,401)
Net assets at beginning of year 253,408
Net assets at end of year $ 219,007




REDEVELOPMENT AGENCY OF THE CITY OF QAKLAND

Ralance Sheet
Governmentn! Funds
June 30,2010
{In thousnnds)

Capital Projects

Low snd Nonmajor Total
Central” - Central Clty Modernle Onkinnd Army Gnvernmental  Gnvernmentnl
District Collscum Iast Houxing Baxe Bebl Service Funds Funds
ASSETS
Cash and investments 7 $ 45,166 $ 31,503 $ 19,153 $ 61,753 % 35,171 $ 612 h 27,540 $ 220,898
Accrued interest receivable 156 85 54 184 97 1 76 653
Accounts receivable (net ofiallowance for
uncollectibles ofi $226) . - 145 . - - 2,178 117 2,440
Due from other governments . - 10 2 - 2 22 36
Due from the City . 1,805 - - 143 - - 173 2,121
Advances to the Cily 9,988 - 1,465 - 268 11,721
Notes receivable {net o allowance for ‘
uncoliectibles ofi $47,018) 47931 1,792 - 103,473 342 B 2,500 156,038
Property held for resale 61,845 30,718 9,992 8,013 48,940 - 4,411 163,919
COther assets ' - 32 - - - - 32
Restricted cash and investments 40,167 49 806 57,563 30,195 - 3,854 10,886 192,471
TOTAL ASSETS $ 207,203 b3 113,946 $ 86,764 $ 205,226 $ 86,730 $ 4,467 $ 45,993 $ 750,329
LIABILITIES AND FUND BALANCES
LIABILITIES .
Accounts payable and accrued liabilities $ 236§ M9 3 616 % 610 s 639 5 $ 391 5 3211
Due to the City 4238 2,269 1,093 267 984 - 2,047 10,898
Due to other govemments 3,140 4,373 1,613 - 775 - 1,574 11,475
Deposits and other liabilities 305 - - 4 245 - 44 598
Deferred revenue 59,855 1,792 - 105,081 2,520 - 2,964 172,212
TOTAL LIABILITIHS 67,774 9,153 3,322 105,962 5,163 7,020 198,394
FUND BALANCES —
Reserved for property held for resale 61,845 30,718 9,992 8,013 48,940 - 4,411 163,919
Reserved for approved capital projects/activities 77,584 74,075 73,450 91,251 32,627 - 33,933 382,920
Reserved for debt service - - - ” - - 4,467 - 4,467
Unreserved reported in Capital Project Funds - - - - - - 629 629
TOTAL FUND BALANCES 139,429 104,793 83,442 99,264 81,567 4,467 38,973 551,935
TOTAL LIABILITIES AND FUND BALANCES § 207203 3 113,946 b 86,764 b 205,226 3 86,730 h 4,467 h 45,993 b 750,329

See accompanying notes to the basic financial statements.
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REDEVELOPMENT AGENCY OF THE CITY OF OAKLAND
Governmental Funds
Reconciliation of the Governmental Funds Balance Sheet to the Statement of Net Assets for
Governmental Activities
June 30, 2010
- (In thousands)

Fund balance - total governmental funds hY 551,935
Amounts reported for governmental activities in the statement
ofinet assets are different because:
Capital assets used in governmental activities are not financial resources and
therefore, are not reported in the funds. .
Capital assets at beginning ofiyear $ 6,735
Capital assets additions 17
Capital assets depreciation (152) 6,600
Bond issuance costs are expended in the govemmental fimds when paid and are
capitalized and amortized over the life of the corresponding bonds for the purposes 7
ofithe governmental activities on the statement of net assets. 8.065
Prepaid leases are expended in the governmental funds when paid and are capitalized
and amortized over the life ofithe lease for governmental activities. 2,000
Interest on long-term debt is not accrued in the governmental funds, but rather is
recognized as an.expenditure when due. (9,278)
Because the focus ofi govemmental fids is on short-term financing, some assets wiil
not be available to pay for current period expenditures. Those assets are offset by
deferred.revenue in the governmentai funds. 172,212
Long-term liabilities, including bonds payable, are not due and payable in the current
period and, therefore, are not reported in the governmental funds:
Type Amount
Tax allocation bonds % (404,275)
Housing set-aside revenue bonds (84,510)
. General obligation bonds (115)
Issuance premiums (8,774)
Issuance discounts 698
Refunding loss 3,754
Other remediation cost (304)
Uptown remediation costs ™
Oakiand Army Base remediation costs - (5,500)
Advances from the City ofiOakland (13,498)
* Subtotal (512,527)
$ 219,007

Net assets ofi goverrimental activities

See accompanying notes to the basic financial statements.
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REBEVELOPMENT AGENCY OF THE CITY OF OAKLAND
Stntement of Revennes, Expenditures and Changes in Fund Bnlances
Governmenfat Funds
For the year ended .June 30, 2010

(In (honsnnds)

Capitat Projeets

Low and

Nonmnjor Tntat
Central Centratl City Maoderate Oakland Governmentnl  Gnvernmental
District Coliseum Enat Housing Army Rase NDebt Service Funds . Funds
REVENUES .
Tax incremcm' 5 57,605 26,905 § 11,622 § - s 6,095 b - 5 12,184 - § 114,411
Interest on restricted investments 11 9 - 25 . - 275 - 320
Interest on pooled investments 452 417 280 719 435 13 360 1,686
Interest on notes receivable - 34 - . 34 68
Rents and reimbursements C32 15 - - 1,960 - 1,188 8,385
Other 1,397 71 20 1,403 26 - 351 3,268
TOTAL REVENUES 62,687 27 451 11,922 2,157 8,516 288 16,117 129,138
EXPENDITURES
- Current:
Urban redevelopment and housing 25,674 21,516 17,643 17,798 5,621 161 17,942 106,755
Supplemental Education Revenue
Augmentation Fund Payment 7,039 13,374 9,380 - 3215 8,106 41,114
Debt Service:
Taymeni on advances - - - 473 183 656
" Retirement of long-ternn debt - - - 16,865 - 16.865
Interest - - B - - 27,435 817 28,252
TOTAL EXPENDITURES 32,713 35,290 27,023 17,798 8,836 44,934 27,048 193,642
Excess (deficiency) of revenues
over expenditurcs 29,974 (7,839) (15,101) (15,641) (320) (14,646) (10,931) (64,504)
OTHER FINANCING SOURCES (USES)
Transfers in 1,941 2,371 3,164 28,324 404 43,729 3,808 83,741
Transfers out (40,338) (13,212) (7,415 (16,383) (,524) (50) (4,819 (83,7141)
TOTAL OTHER FINANCING SOURCES (USES) (38,397) (10,841) (4,251) 11,941 (1,120) 43,679 (1,011) -
Chiange in fund bninnces (8,423) (18,680) (19,352) (3,700) (1,440) (967) (11,942) (64,504)
Fund balnnees at beginning of year 147,852 123,473 102,794 102,964 83,007 5,434 50,915 616,439
FUNI BALANCES AT END OF YEAR $§ 139,425 104,793 § 81442  § 99264  § 81,567 % 4467 § 38973 8§ 531,935

Sec nccompanying notes to the basic financial statements
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REDEVELOPMENT AGENCY OF THE CITY OF OAKLAND
Reconciliation of Statement of Revenues,
Expenditures and Changes in Fund Balances of Governmental Funds
' to the $tatement of Activities
For the Year Ended June 30, 2010
(In thousands)

Net change in fund balances - total govemmental fumds $ (64.504)

Amounts reported for govemnmental activities in the statement of activities are
different because: ‘

Capital assets cost is allocated over their estimated useful lives and
reported as depreciation expenses in the current period.
Capital asset acquisition
Depreciation

$ 17
(152) (135)

Revenues in the statement of activities that do not provide current fmancial
resources are not reported as revenues in the funds. Also, loans made to
developers and others are treated as urban redevelopment and housing
expenditures at the time the loans are made and are reported as revenues
when the loans are collected in the funds. This represents the change in
the deferred amounts during the current period.

Change in deferred revenue $ (5,074)
New notes and loans 15,203 10,129
Prepaid leases are expended in the governmental funds when paid and are
capitalized and amortized over the life of the lease for governmental
activities. 2,000
The issuance of long-term debt provides current financial resources to

governmental funds, while the repay ment of long-term debt consumes the

current financial resources of governmental fimds. These transactions,

however, have po effect on net assets. The governmental funds report the

effect of issuance costs, premiums, discounts, and similar items when debt

is fnst issued, whereas these amounts are deferred and amortized in the

statement of activities. This is the net effect of these differences in the

treatment of long-term debt and related items.

(578)
16,865
656
1,044
(283)
320 18,024

Amortization of bond issuance costs )
Retirement of Jong-term debt

Payment on advances

Amortization of premiums and discounts -
Amortization of refunding loss

Net changes in remediation cost

- Additional accrued interest on bonds payable 85

$  (34,401)

Change in net assets of governmental activities

See accompanymg notes to the basic financial statements.
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REDEVELOPMENT AGENCY OF THE CITY OF QAKLAND
Notes to Basic Financial Statements
June 30, 2010

1)

ACTIVITIES OF THE REDEVELOPMENT AGENCY OF THE CITY OF
OAKILAND

The Redevelopment Agency (Agency), a blended component unit of the City of Oakland (City),
was activated on October 11, 1956, for the purpose of redeveloping certain areas of the City
designated as project areas. The Agency is included as a blended component unit in the City’s
basic financial statements because the Agency’s governing body is the same as the City Coimeil.
Its principal activities are the acquisition of real property for the purpose of removing or
preventing blight, providing for the construction of improvements thereon and the rehabilitation
and restoration of existing properties. In addition, the Agency fmances numerous low: and

- moderate-income housing projects throughout the City.

. The principal sources of funding for the Agency’s activities have been:

» Bond issues, notes and other fmancing sources;

= Advances, loans and grants-in-aid from the City;

«  Property tax revenue attributable to increases in the assessed valuations in the associated

~

project areas; and
» Rental income derived from parking and rental of Agency owned properties.

Generally, funding from bond issues, notes, loans, and City advances are eventually repayable
from incremental property tax revenue. The Agency has entered into repayment agreements viith
the City or is obligated to do so under the terms of other funding agreements. The amount of
incremental property tax revenue received is dependent upon the local property tax assessments
and rates, which are outside the control of the Agency. Accordingly, the length of time that will be

necessary to repay the City is not readily determinable.

The Agency currently has the following project areas: Central District (which is segmented into
several action areas including Chinatown, City Center, Uptown and City Hall Plaza); Coliseum;
Central City East; Acorn; Broadway/MacArthur/San Pablo; Ozkland Army Base; West Oakland;
and Other Project Areas (Oak Center; Stanford/Adeline; and Oak Knoll).

The Central District Redevelopment Project, which generates the greatest tax revenue for the
Agency, provides for the development and rehabilitation of commercial and residential structures
for approximately 200 blocks of Oakland’s downtown area. At 6,764 acres, the Coliseum
Redevelopment Project is physically the largest adopted project area and provides for the
development and rehabilitation of significant industrial, commercial, and residential areas in

QOakland.
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REDEVELOPMENT AGENCY OF THE CITY OF OAKLAND
Notes to Basic Financial Statements
June 30, 2010

2)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Government-wide Financial Statements

The government-wide fmancial statements (the statement of net assets and the statement of
activities) report all the activities of the Agency. The effect of interfund activity has been removed
from these statements. The activities of the Agency are governmental in nature, which normally

- are supported by taxes and intergovernmental transfers.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or segment. Program revenues include rents, grants,
contributions and charges for use of property owned. Taxes and other items not properly included

as program revenues are reported instead as general revenues.
Measurement focus, basis of accounting, and financial statement presentation

The government-wide financial statements are reported using the ecomomic resources
measurement focus and the accrual basis of accounting. Revenues are recorded when earned and

- expenses are recorded when a liability is incurred, regardless of the timing of the related cash

flows. Property taxes are recognized as revenue in the year for which they are levied. Grants are
recognized as revenue when all eligibility requirements have been met.

The Apency’s governmenta]l find financial statements are reported using the current faancial
resources measurement focus and the modified accrual basis of accounting. Revenues are
recognized as soon as they are both measurable and available. Revenues are considered to be
availaple when they are collectible within the current period or soon enough thereafter to pay
habihties of the current period. Expenditures are generally recorded when a hability is iacurred, as
under accrual accounting. The Agency uses the purchases method to account for expenditures, and

accordingly, no prepaid items are reported.

Property taxes and interest associated with the current fiscal period, using the inodified accrual
basis of accounting as described above, are all considered susceptible to accrual and so have been
recognized as revenues of the current fiscal period. The Agency considers property tax revenues to
be available for the year levied if they are collected within 60 days of the end of the current fiscal
period. All other revenues are considered available if they are collected within 120 days of end of
the current fiscal period. Expenditures are recorded when a liability is incurred, as under accrual
accotmting, except for debt service expenditures are recorded only when paymnent is due.
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REDEVELOPMENT AGENCY OF THE CITY OF OAKLAND
Notes to Basic Financial Statements
June 30, 2010

The Agency reports the following major governmental funds:

Capital project funds:

Central District Fund — The Central District Fimd accounts for the fmancial resources and
the costs of acquisition, construction, improvement and management of commercial and
residential facilities in the Central District Project area.

Coliseum Fund — The Cohseum Fimd accounts for the financial resources and the costs of
acquisition, construction and improvement of commercial, industrial, residential and airport

related facihties in the Coliseum Project area.

Central City East Fund — The Central City East Fund accounts for the financial resources
and the costs of acquisition, construction, improvement and management of commercial
and residential facilities in the Central City East Project area.

Low and Moderate Housing Fund — The Low and Moderate Housing Fund accounts for
20% and 5% set aside from all tax hicrements received, as mandated by State law and the .
Oakland Redevelopment Agency board, respectively. The fimd also accounts for the
proceeds from the Subordinated Housing Set Aside Revenue Bonds, Series 2000T and
2006A-T, and Subordinated Housing Set Aside Revenue Refimding Bonds, Series 2006A.
These fimds are used to increase, improve and preserve the supply of housing within the
City of Oakland available at affordable housing cost to persons or famihes of low and
moderate income. The Series 2006A Bonds were used to defease certain amount of the
Redevelopment Agency’s Subordinated Housing Set Aside Revenue Bonds, Series 2000T. -

.Oakland Army Base Fund — The Oakland Army Base Fund accounts for the fmancial
resources and the costs of the redevelopment and reuse of the closed mmlitary facihties into
commercial and industrial facilities in the fomier Oakland Army Base. :

Debt Service funds:

The Debt Service Fimd accounts for the accumulation of resources and the payment of Tax
Allocation bonds, Subordinated Housing Set-Aside bonds, and General Obhgatlon bonds’

principal, interest and related costs.

When both restricted and unrestricted resources are available for use, it is the Agency s policy to
use restricted resources first, then unrestricted resources as they are needed.

Investments

The Agency’s investments are stated at fair value. Fair value has been obtained by using market
quotes as of June 30, 2010, and reflects the values as if the Agency were to liquidate the securities
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REDEVELOPMENT AGENCY OF THE CITY OF OAKLAND
‘Notes to Basic Financial Statements
June 30, 2010

on that date. Money market investments with maturities of one vear or less have been stated at

amortized cost.

Pooled Cash and Investments

Income on pooled assets is allocated to the individual fimd based on the fund’s average daily
_ balance 1n relation to total pooled assets.

Restricted Cash and Investments

Proceeds from debt and other funds, which are restricted for the payment of debt or for use in
approved projects and held by fiscal agents by agreement, are classified as restricted assets. Also,
rental revenues received from the University of California Office of the President (UCOP), Ice
Rink, and City Center Garage West, which are restricted for the operation of each of the facilities,

are classified as restricted.

Property Held for Resale

Property held for resale is acquired as part of the Agency’s redevelopment program. These
properties are both residential and commercial. Costs of administering Agency projects are
charged to capital outlay expenditures as incurred. A primary fimction of the redevelopment

process is to prepare land for specific pnivate development.

For financial statement presentation, property held for resale is stated at the lower of estimated cost
or estimated conveyance value. Estimated conveyance value is management’s estimate of net
realizable value of each property parcel based on its current intended use.

During the period it is held by the Agency, property held for resale may generate rental or
operating income. This income is recognized as it is earned in the Agency’s statement of activities
and generally-is recognized in the Agency’s governmental funds in the same period depending on
when the income becomes available on a modified accrual basis of accounting. The Agency does
not depreciate property held for resale, as it is the intention of the Agency to only hold the property

for a period of time until it can be resold for development.

Capital Assets

Capita1 assets, which include land, facilities and improvements, furniture, machinery, equipment

and infrastructure, are reported in the governmental activities column in the government-wide '
financial statements. Capital assets, as defined by the Agency, are assets with an initial, individual

cost of $5,000 or more and an estimated useful life in excess of one vear. Such assets are recorded

at historical cost or estimated historical cost if purchased or constructed. Donated capital assets are
recorded at estimated fair market value at the date of donation. Capital outlay is recorded as

expenditures in the Agency governmental funds and as assets in the government-wide fmancial

statements to the extent the Agency’s capitalization threshold is met.
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REDEVELOPMENT AGENCY OF THE CITY OF OAKLAND
Notes to Basic Financial Statements
June 30, 2010

The cost of normal maintenance and repairs that do not add to the value of the asset or materially
extend its useful life are not capitalized.

Depreciation of capital assets such as facilities and improvements is provided on the straight-line
basis over useful life of 5 — 40 years.

Environmental Remediation Costs

Expenditures for environmental remediation of real properties acquired by purchase or donation
are added to the recorded amounts of property held for resale when incurred. All estimated
environmental remediation costs that would result in the recorded amount of property held for
resale exceeding estimated net realizable values are accrued as expenses when such amounts

become known.

Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance for
amounts that are not available for appropriation or are legally restricted by outside parties for use
for a specific purpose. Designations of fund balance represent tentative management plans that are

subject to change.
The Agency in its fund financial statements has reserved fund balance as follows:

Reserved for advances — To account for assets owed from the City that will not be
collected in time to be considered available for appropriation.

Reserved for debt service — To account for fund balance reserved for the payment of debt
service reguirements in subseguent years.

Reserved for property held for resale — To account for assets acquired by the Agency
which are not available for appropriation.

Reserved for approved capital projects/activities — To account for assets set aside that
have been committed to a specific use by contractual agreement or Agency resolution.

Under various agreements with the United States Department of the Army (Army), the use of
substantially all assets of approximately 366 acres of the former Oakland Army Base and related
lease income is restricted for the operation, maintenance and economic development of real
properties, facilities and improvements from June 16, 1999 to August 7, 2010 with a two year
extension. At June 30, 2010, the Oakland Army Base capital project fimd reported reserved fumd
balance of $81.6 million which included $48.9 million in property held for resale.
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REDEVELOPMENT AGENCY OF THE CITY OF OAKLAND
Notes to Basic Financial Statements
June 30, 2010

Tax Increment Revenue

Incremental property tax revenues represent taxes collected on the redevelopment areas from the
excess of taxes levied and collected over that amount which was levied and collected in the base
year (the year of project inception) property tax assessment. The Commty of Alameda is responsible
for assessing, collecting and distributing property taxes in accordance with enabling state law, and
for remitting such amounts to the Agency. Incremental property taxes are assessed and levied as of
January 1, and result in a lien on real property. Incremental property taxes are then due in two
equal installments; the first on November 1 and the second on February 1 ofithe following calendar
year, and are delinquent after December 10 and Apnil 10, respectively.

Budgetary Data

The Agency operates on a project basis and each of the capital project fimds 1s for individual
redevelopment areas consisting of several individual projects. All of the Agency’s budgets are
approved by the Agency’s goveming board. Unexpended budget appropniations are carried

forward to the next year.

Deferred Revenue

Deferred revenue is that for which asset recognition criteria have been met, but for which revenue
recognition criteria have not been met in fund statements. The Agency typically records deferred
revenue in the governmental fimd financial statements related to notes receivable arising from

developers financing arrangement and long-term receivables.

Long-term Obligations

In the government-wide statement of net assets, long-term debt and other long-term obligations are
reported as liabilities. Bond premium, discount and deferred refimding losses, as well as issuance
costs, are deferred and amortized over the life ofithe bonds using the effective interest method.
Bonds payable are reported net of the applicable bond premium, discount and deferred refunding
losses. Bond issuance costs are reported as deferred charges and amortized over the term of the

related debt.

In the fund financial statements, governmental fund types recognize bond premiums and discounts,
as well as bond issuance costs, during the current period. The face amount of debt issued is
reported as other financing sources. Premiums received on debt issuances are reported as other
fmancing sources while discounts on debt service i1ssuances are reported as other financing uses.
Issuance costs, whether or not withheld from the actual debt proceeds received, are reported as

debt service expenditures.

23



REDEVELOPMENT AGENCY OF THE CITY OF QAKLAND
Notes to Bastc Financial Statements
June 30, 2010

3)

Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from these estimates.

CASH AND INVESTMENTS

The Apency maintains a common cash and investment pool for use by all fimds. Each fund’s
portton of this pool is reported in the governmental fnnds balance sheet as unrestricted cash and

investments.

The Agency’s cash and investments consist of the following at June 30, 2010 (in thousands):

Fair Value
Cash and investments (unrestricted) $ 220,898
Restricted cash and investments 192,471

Total cash and mvestments S 413,369

The Agency has adopted the investment policy of the City, which is governed by provisions of the
California Government Code and the City’s Municipal Code. The Agency also has investments
subject to provisions of the bond-indentures of its various bond tssues. According to the investment
policy and bond indentures, the Agency is permitted to invest i the State of California Local
“Agency Investment Fund (LAIF), obligations of the U.S. Treasury or U.S. Government agencies,
time deposits, money market mutual funds invested in U.S. Government securities, along with

various other permitted investments.

- The Apency maintains all of its unrestricted investments in a cash and investment pool. As of June
30, 2010, the Agency’s cash and invesment pool totaled $220.9 million. Income eamned or losses
artsing from investments in the Agency’s cash and investment pool are allocated on a monthly
basis to the appropriate funds based on the average daily cash balance of such funds.

As of June 30, 2010 the Agency’s investment in LAIF was $52.1 million ($49.5 milhon in pooled
cash and investments and $2.6 million in restricted investments). The total amount invested by all
public agencies in LAJF at that date is approximately $23.3 billion. LAIF is part of the Pooled
Money Investment Account (PMIA) with a total portfolio of approximately $69.4 billion. Of that
amount, 94.58% is invested in non-derivative financial products and 5.42% in structured notes and
asset-backed securnties. The Local Investment Advisory Board (Board) has oversight responsibility
for LAIF. The Board consists of five members, as designated by State Statute. The value of the
pool shares in LAIF, which may be withdrawn, is deterntined on an amortized cost basis that is

different than the fair value of the Agency’s position in the pool.
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Custodial Credit Risk:

At June 30, 2010, the carrying amount of the Agency’s deposits was $3.7 million. Deposits
include checking accounts, interest earning savings accounts, money market accounts, and non-
negotiable certificates of deposit. Of the bank balance, $0.8 million was FDIC insured and $2.9
million was collateralized with securities held by the pledging financial institution in the Agency’s
name, in accordance with Section-53652 of the California Government Code.

Credit Risk:

Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of
the investment. This risk is measured by the assignment of a rating by nationally recognized
statistical rating organizations. The Agency’s investment policy has mitigated credit risk by
limiting investments to the safest types of securities. Additionally, the Agency prequalifies
financial institutions, diversifies its portfolio and has estabhshed monitoring procedures. The
following tables show the Agency’s credit risk as rated by Moody’s for the Pooled and Restricted

portfolios as of June 30, 2010 (in thousands):

Pooled Cash and Investments

Ratings as of June 30, 2010

F air Value AAA/Aaa A-1/P1 Not Rated

U.S. Govt. Agency Securities h 55,532 % 55,532 % - -
U.S. Govt. Agency Securities Disc. 50,990 50,990 - -
Money Market Funds ' 34,200 34,200 - -
LATF 49522 - - 49522
Negotiable CDs 9,000 - 9,000 -
Commerical Paper - Discount 17.982 - 17.982 -

Subtotal 217226 5 140.722 % 26982 % 49,522
Deposits - 3.672
Total h 220,898
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‘Restricted Cash and Investments

Ratings as of June 30, 2010

Fair Value AAASARR Not Rated
U.S.Govt. Agency Securities Disc. 5 82,678 § 82.678 % -
Money Market Funds 107.127 107,127 -
LAIF 2,628 - 2,628
Subtota) 192,433 S - 189.805 § 2,628
Deposits 38
Total b 192,471

Concentration of Credit Risk:

Concentration of credit risk is the risk that the failure of any one issuer would place an undue
financial burden on the Agency. The Agency’s investment policy mmitigates the concentration of
credit risk by diversifying the portfolio and limiting investments in single issuers. However, there
is no limitation for investments issued by federal agencies or LAIF. The Agency has U.S.
Government Agency Securities with Federal National Mortgage Association for $72.0 million and

Federal Home Loan Bank for $99.0 million, which represents 17.58% and 24.17% of the total

Agency portfolio respectively. The following table shows the diversification of the Agency’s

portfolio (in thousands):
Pooled Cash and Investments Restricted Investments

% of Y of

Fair Value Partfolio Fair Value Pertiolic

U.5. Govt. Agency Securinies S 55,532 25.14% U.S. Govt. Ageocy Securities Disc. s 82,678 42.96%,
J.5. Govt. Agency Securities Disc. 50,990 23.08% Money Market Funds 107,127 55.66%
Money Market Funds 34200 15.48% LATF . 2,628 1.37%
LATF 49,522 2242%  Deposits g 0.02%
Negotiable CDs 9,000 4.07% Total 5 192,471 100%
Commerical Paper (Discount) 17,982 8.14%
Deposits 3,672 1.66%

Total S 220,898 100%
Interest Rate Risk

Interest rate risk is the risk that changes in market rates will adversely affect the fair market value
. of an investment. Generally, the longer the maturity of an investment, the greater the sensitivity of
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its fair value to changes in market rates. The average days to maturity of the Agency’s pooled
portfolio 1s 255 days. The Agency’s investment policy has mitigated interest rate risk by

establishing policies over liquidity, including maturity limits by investment classification.

The Agency has elected to use the segmented time distribution method of disclosure for its interest
rate risk. As of June 30, 2010, the Agency had the following investments and original maturities

(in thousands):

Pooled Cash and Investments

Maturties
Interest 12 Months
Fair Value Rates o Less 1-3 Years 3-5Years
U.S. Govt. Agency Securities h 55,532 0.60%-268% § 9,138 $ 29620 § 16774
UL.S. Govt. Agency Securities Disc. 50,990 0.00%-0.22% 50,990 - -
Moaey Market Funds 34,200 0.14% 34200 - -
LAIF 49522 0.53% 49572 - -
Negotiable CDs - 9,000 0.36%- 0.40% 9,000 - -
Commerical Paper (discount) 17,982 0.12%- 0.54% 17.982 - -
Total b 217,226 5 170.832 $ 29620 § 16774
Restricted Investments
Mazturities
Interest 12 Months
Fair Value Rates or Less
U.8.Govi. Agency Securities Disc. b 82,678 0.00%-044% § 82,678
Moeney Market Funds 107127 0.01% - 0.96% 107,127
LAIF 2,628 0.53% 2.628
Total s 192 433 ;) 192,433

Restricted Investments in Capital Project and Debt Service Funds

Under the provisions of the bond indentures, certain accounts with trustees were established for
repayment of debt, amounts required to be held in reserve, and amounts to be held for the
withdrawal of qualified reimbursements. These accounts are reported in capital projects and debt
service funds. As of June 30, 2010, the amounts held by the trustees aggregated $192.5 milhon of
which $188.6 milhon is available to be used for restricted projects. All restricted investments held
by trustees as of June 30, 2010 were invested in U.S. government agency securities discount note,

money market mutual funds and LATF, and were in compliance with the bond indentures.
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Total Agency cash and mvestments as of June 30, 2010, are as follow (in thousahds):

Equity in Restricted Casb and Total
Fooled Cash Investment With Governmental

Fund ’ and Investment Fiscal Agent Funds
Central District $ 45261 $ 40,167 % 85,428
Coliseum 31,550 49,806 81,356
Central City East 19,176 57,563 76,739
Low and moderate housing 61,553 30,195 91,748
Oakland Army Base 35,181 - 35,181
Debt Service 612 3.854 4,406
Nonmajor governmental funds 27.565 10,886 38.451
TOTAL b 220,898 ¥ 192 471 s 413,369

NOTES RECEIVABLE

Notes receivable consisted of advances to developers of various Agency housing and
redevelopment projects. These advances are evidenced by promissory notes. A summary of notes

receivable at June 30, 2010 1s as follows (in thousands):

Low and QOaldand Nonmajor Total
Central Moderate Army Governmental  Govemnmental
District Coliseum Housing Base Funds Funds
Hbusjng development project b - 5 - 3 157,194 % - 5 1,462 § 138,656
Development loans 59,937 1,792 - 342 1,040 63,11
Small business loans [28 - - - I.161 1,289
Gross notes receivable 60,065 1,792 137194 342 3.663 203,056
Less: Allowance for uncollectible -
accounts (12,134) - (33.721) - {L163) (47.0i%)
Total Notes receivable, net < 47,931 & 1.792 % 103,473 § 342 % 2500 § 156.038

ln FY 2009-10, the agency loaned an additional $10.1 million through the low and moderate
housing program and $3.4 million to Fox Theater Master Tenant LLC and Fox Oakland Theater

Inc. from the Central District project area (see note 10).
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PROPERTY HELD FOR RESALE

A summary of changes in property held for resale follows (in th'ousands):

Balance Balance

July 1, 2009  Jncreases Decreases June 30,2010

Property held forresale § 129870 § 34,049 § -8 163,919

The increases in Property Held for Resale represent a purchase of real property at 2330 Webster
Street and 2315 Valdez Street in the amount of $4.07 milhon in the Central District project area;
$13.74 million for the development of Coliseum Transit Village and $13.24 million for the
development of Hegenberger Gateway/QOakland Airport area in the Coliseum project area; and
purchase of $3.00 million for development i the Central City East project area.

CAPITAL ASSETS

Capital assets activity of the Agency for the year ended June 30, 2010, 1s as follows (in thousands):

Balance Balanee

Julv 1, 2009 Increases Decreases June 30,2010

Governmental activities:

Capital assets, not being depreciated:
Land $ 3,360 % 17 § - 3,377
Capital assets, being depreciated:
. Facilities and improvements 4.740 - - 4,740
Less accumulated depreciation (1,365) (152) - (1,517)
Total capital assets, being
depreciated, net _ ! . 3.375 {152) - 3,223
Goverunental activities capital
assets, net ) 6,735 % (135) § - 8 6,600

The Agency has $6.6 million capital assets, net of depreciation, for the fiscal year ended June 30,
2010. During fiscal year 2010, the Agency purchased two properties on Sunshine Court in the
amowmt of $17 thousand for redevelopment and dedication as a city street. The Henry J. Robinson

Multi-Service Center facihty depreciated at a rate of $152 thousand annually.
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ENTERGOVERNMENTAL RECETVABLES, PAYABLES AND INTERFUND

TRANSFERS

“Advances to” the City balances have primarily been recorded as it relates to pass through loans
transactions made by the Agency primarily for projects such as first-time homebuyer programs and
redevelopment programs funded by the Agency’s Low and Moderate Housing Fund and Central
District Fund, respectively. The loan repavments made from the program will be repaid to the
Agency’s Low and Moderate Housing Fund or Central District Fund accordingly. “Due From™ the
City balances are primarily short-term intergovernmental loans for projects. “Due to” the City
balances - mainly comprise of the AB 1290 Stamtory Pass-Through annual payment. The
composition of the amount due from the City as of June 30, 2010 is as follows (in thousands):

Advance to the City (in thousands):

Receivable Project Areas Descriptions Amount
Central Dijstrict Pass through loans to the City $ 9,988
Low and Moderate Housing Pass through loans to the City L465
Nonmajor governmental funds Pass through loans to the City 268
Total advance to the City $ 11,721
Due from the City (in thousands):
Receivable Project Areas Descriptions Amount
Central District Due from City $ 1,805
Low and Moderate Housing Due from City 143
Nonmajor governmental funds Due from Citv 173
Total due from the City A 2,121
Due to the City (in thousands)
Payable Project Areas Descriptions Amount
Central District Due to City $ 4238
Coliseum Due to City 2,269
Central City East Due to City 1,093
Low and Moderate Housing Due to City 267
Oakland Army Base Due to City 984
Nonmajor governmental funds Due to City 2.047
$ 10,898

Total due to the City




REDEVELOPMENT AGENCY OF THE CITY OF OAKLAND
Notes to Basic Financial Statements
June 30, 2010

Interfund Transfers (in thousands):

Transfers In

Central Low and  Oalkland Nonmajor Total
Centra} City Moderate  Army Debt Governmental Governimental
District Coliseum East Housing Base Service Funds Fund
Transfers out:
Central District I - 3 - 5 5 14,401 3§ - § 23644 3% 2,293 § 40,338
Coliseum - - - 6,726 - 6,486 - 13,212
Central City East - - - 2,905 4510 - - 7415
Low and Moderate Rousing 1,941 2,344 3,145 . 404 7,506 3,043 16,383
Oakland Amy Base - - - 1,524 - - - 1,524
Debt Service - 27 19 - - - 4 50
Nonmajor Goverminental Funds - - - 2,768 1,583 468 4819
TOTAL $ 1,547 § 2371 § 3164 § 28324 5 404 § 43729 % 3808 3 83,74

The Central District, Coliseum, Central City East, Low & Moderate Housing, and Nomnajor
Governmental Funds transferred $43.7 million into the Debt Service Fund for pavment of City
advances and principal and interest on tax allocation and housing set-aside revenue bonds. The
$28.3 million transfer into the Low and Moderate Housing Fund, as reflected above, represent a
20% tax increment allocation in accordance with sections 33334.2 and 33334.3 of the California
- Community Redevelopment Law plus an additional 5% as mandated by City Council Resolution.
The transfer out from Low and Moderate Housing fund to other funds represents the return of the
5% voluntary housing set aside from tax increments equal to S8.5 million solely for the purpose of
making the state requhed SERAF payment. The transfer of $2.3 milhon to Nonmajor
Governmental Funds represents a find transfer from Central District Fund to other project area

funds based on FY2009-11 adopted budget.
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(8) LONG-TERM DEBT

Changes in Long-Term Obligations

The changes in long-term obligations for the vear ended June 30, 2010, are as follows (in

thousands):

Due within

Julv 1,2009 . Additions Deductions June 30. 2010 One Year

_-Bonds- Pavable:

Tax ailocation bonds L3 418,520 § - f (14,245) § 404,275 § 16,555

. Housing set-aside revenue bonds 87,075 - (2,565) 84,510 2,755
General obligation bond 170 - (55) 115 35

Less deferred amounts: -

Issuance premiums 9.887 . (1.113) 8,774 L113
Issuance discount (767) - 69 (698) (69)
Refunding loss (4.037) - 283 (3.754) (283}
“Total bonds pavable 510,848 - (17.626) 493222 20.126
Army Base remediation costs 5,500 - - 5,500 2.000
. Other remediation cost 627 - (320) 307 300
-Advances from Citv of Qakland 14,154 - (656) 13.498 78
TOTAL § 531,129 § . $  (18.602) § 512,527 § 22.504
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The followmg is a summary of long-term obligations as of June 30, 2010 (in thousands):

Final Maturity

Type of Obligation Year Interest Rates Amount
Tax Allocation Bonds: ‘
Central District Senior Tax Allocation Refunding Series 1992 2014 25%-6.0% b 24,465
Central District Subordinated Tax Allocation Refunding Series 2003 2020 3.0%-5.50% 97.530
Central District Subordinated Tax Allocation Refunding Series 2005 2023 5.00% 31,970
Central District Subordinated Tax Allocation Refunding Series 2006 T 2022 5.252-5411% 25385
Central District Subordinated Tax Allocation Refunding Series 2009T 2021 5.3%-8.5% 38.755
Ceniral City EastTax Allocation Refunding Series 2006A-TE 2037 5.00% 13,780
Central City EastTax Allocation Refunding Sertes 2006A-T 2034 5.263%- 5.537% 58.705
Coiiseum Area Tax Allocation Refunding Sertes 2006B-TE 2037 4.00%-5.00% 27,295
Coiiseum Area Tax Allocation Refimnding Sertes 2006B-T 2036 5.263%-5.537% 69,980
Broadway/MacArthur/San Pablo Tax Allocation Bonds Series 2006C-TE 2037 5.00% 4.945
Broadway/MacArnthur/San Pablo Tax Allocation Bonds Series 2006C-T 2032 5.283%-5.587% 11,465
Total Tax Allocation Bonds 404275
General Obligation Bond - Tribune Tower 2012 5.643% 115
Subordinated Housmg Set-Aside Bonds:
Revenue Sertes 2000T 2011 7.39%-7.82% 2225
Revenue Series 2006A 2019 5.00% 2,195
Revenue Series 2006A-T 2037 5.030%-5.927% 80.090
Total Subordinated Housmg Set-Aside Bonds ' 84,510
SUB TOTAL 488,900
Deferred Amounts:
Unamortized bond premium (discount), net 8,076
Unamortized bond refunding loss, net (3.754)
$ 493,222

TOTAL BONDS FPAYABLE

Revenues Pledged for the Repayment of Debt Service

Tax Allocation Bonds

The Tax Allocation Bonds (TAB), which is comprised of Series 1992, Series 2003, Series 2003, Series
2006T, Series 2009T, Series 2006A TE/T, Series 2006B TE/T, and Series 2006C TE/T, are all secured
primarily by a pledge of tax increment revenues, consisting of a portion of all taxes levied upon all taxable
properties within each of the redevelopment project areas, and are equally and ratably secured on a parity
with each TAB series. The total projected tax increment revenue through the period of the bonds is
approximately $3,100.961.349. These revenues have been pledged until the year 2037, the fmal maturity
date of the bonds. Debt service payment for these TABs is payable semi-annually on March 1 and
September 1. The total principal and interest remaining on these TABs is $657,153,936 which is 21.2
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percent of the total projected tax increment revenues. The pledged tax mcrement revenue recognized during
the fiscal vear ended June 30, 2010 was $84,974,716, of which $36,725,380 was used to pay debt service.

.HOUSing Bonds

The Housing Set-Aside TAB, which comprised of ‘Series 2000T, Series 2006A, and Series 2006A-T are
equally and ratably secured by the pledge and lien of the 20% tax increment revenue set-aside and volmitary
5% for the low and moderate income housing fimd. The total projected 20% set-aside and 5% voluntary
revenue through the period of the bonds is approximately $812,044,115 and $203,011,029, respectively.
These revenues have been pledged umtil the year 2037, the fal maturity date of the bonds. Debt service
payment for these TABs is payable semi-annually on February 1 and August 1. The total principal and
interest remaining on these Housing TABs is $147,965.903, which is 14.6 percent of the total projected set-
aside and voluntary tax increment revenues. The pledged 20% set-aside and 5% voluntary tax increment
revenue recognized during the fiscal year ended June 30, 2010 was $28,324,000, of which $7,506,111 was

used to pay debt service.

Advances from City to the Redevelopment Agency

The City has made various advances to the Agency for redevelopment projects. As ofi June 30,
2010 the total omstanding balance was $13.5 million, comprised ofithe following (in thousands):
Due within

Project Descriptioo Juiv 1, 2009 Additions Deductions  June 30, 2010 One Year

Oak Center $ 13,853 5 -8 (583) $ 13270 § -
Stanford/Adetine 135 - (65) 70 70
West Oaktand 166 - (8) 158 8

14,154 s -8 (656) § 13498 8 78

TOTAL $

On July 20, 2010, the City Council approved a resolution forgiving the Agency on its remaining
balance ofi $13.27 million under the 1966 Oak Center repayment contract that requested the City
construct improvements within the Qak Center Project Area.

“Payments to the Citj* on Stanford/Adeline and West Qakland advances are contingent upon the
availability of frmds from the Projects.

Outstanding Defeased Bonds

For financial reporting ‘purposes, the Agency’s advanced-refunded debt is considered defeased and
therefore removed as a liability from the Agency’s govemment-wide financial statements.
Cumulatively, the defeased bonds had an outstandirig debt balance oft $35.7 million at June 30,

2010.
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Bond Indentures

There are a number of limitations and restrictions contained in the vanous bond indentures. The
Agency believes it is in compliance with all significant limitations and restrictions.

Annual Future Payments
The following table presents the Agency’s aggregate annual amount of principal and interest

payments required to amortize the outstanding debt as of June 30, 2010 (in thousands).

Year ending Governmental Activities
June 30: . Principal Interest
2011 $ 19.365 $ 27,099
2012 ' 20,365 26,039
2013 21,645 24,929
2014 23,580 23,712
2015 . . : 18,165 22,382
2016 - 2020 _ 145,040 89,111
2021 - 2025 04,120 50,085
2026 - 2030 49,855 33,615
2031 -2035 65,325 17,702
2036 - 2037 31,440 1,670
TOTAL $ 488,900 $ 316,344
Conduit Debt L

The following long-term debt has been issued by the Agency on behalf of named agents of the
Agency. The bonds do not constitute an indebtedness of the Agency. The bonds are payable solely
from revenue sources defined in the individual bond documents, and from other monies held for
the benefit of the bond holders pursuant to the bond indentures. In the opinion of City officials,
these bonds are not payable from any revenues or assets of the Agency, and neither the full faith
and credit nor the taxing authority of the Agency, State or any political subdivision thereof is
obligated for the payment of the principal or interest on the bonds. Accordingly, no liability has
been recorded. The City has recorded the Qakland Museum as an asset and the debt on its

govermnent-wide statement of net assets,
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The conduit debi issued and outstahding at June 30, 2010 (in thousands):

Authorized Outstanding at
and Issued Maturity June 30, 2010

City of Oakland Refunding Certificates of Participation
(Oakland Museum) 2002 Series A b3
Redevelopment Agency of the Citv of Oakland, Multifamily Housing
Revenue Bonds (Uptown Apartment Project), 2005 Series A

16,295  04/01/12 % 7.210
160,000 10/01/50 160,000

TOTAL b 167,210

TRANSACTIONS WITH THE CITY OF OAKLAND

The Agency and the City are closelv related but are separate legal entities. The City Council
members serve as the goveming board for the Agency. The Agency does not have emplovees nor

-does it have administrative facilities separate from the City. A substantial portion ofithe Agency’s

expenditures represent reimbursement to the City for both the services ofiemplovees and the use of;
City facilities. For the vear ended Fune 30, 2010, the Agency reimbursed the City $45.1 million for

these expenditures.

n addition, the City provides advances and loans for the Agency debt service pavments and other '
redevelopment projects. The Agency has entered into repayment agreements to reimburse the Citv
for all amounts advanced and loaned to the Agency. In accordance with these agreements, the
Agency reimbursed the City $1.5 million for the fiscal vear ended June 30, 2010; $0.7 million in

loan principal and $0.8 million in interest expense.

TRANSACTIONS WITH THE FOX OAKLAND THEATER, INC. (“FOT”)
DEVELOPMENT

FOT is a Internal Revenue Code section 501(C)(3) organization set up by and for the benefit of the
Agency and the City set up to renovate the Fox Theater. The Agency transferred the Fox Theater
property to FOT in August 2006 through a long-term lease and a Disposition and Development
Agreement ("DDA™) which included a $25,500,000 loan. The Fox Theater property was held by
the Agency as property held for resale. During 2008, the property was transferred to FOT as a
long-term capital lease which was valued at $6,500,000 in the lease and DDA, All FOT board

members are City emplovees and FOT has no staff. FOT set up a for profit entity, Fox Theater

Manager, Inc (“FT Manager”), and then two LLCs managed by FT Manager, Fox Theater
Landlord LLC and Fox Theater Master Tenant LLC. These new entities were used to svndicate
Historic.and New Markets Tax Credits. The Fox Theater property was transferred to the LL.Cs in

- December 2006, but the loan remains with FOT and is secured by a pledge and assignment of:

borrowers ninety nine and nine-tenths percent (99.9%) interests in the Community Development
Entities (CDEs) loans entered into between FOT and Fox Oakland Investment Fund (FOIF).

~
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The outstanding principal balance of the FOT loan shall accrue interest at the rate of 2.5 percent,
commencing on the date of disbursement and compounded annually, which will only be payable to

the extent of borrower’s net cash flow from operations.

The loan terminates at the end of ten years unless the borrower defaults on the agreement in which
case the lender declares an acceleration of the maturity.

In FY 2009-10 the Agency loaned an additional $1.4 million to Fox Theater Master Tenant LLC to
complete the project. The $1.4 million Fox Theater Master Tenant LLC loan has a 15 year term.
The Agency also provided an additional loan of $2.0 million to Fox Oakland Theater Inc.

COMMITMENTS AND CONTINGENCIES

Oakland Redevelopment Agency

As of June 30, 2010, the Agency entered into contractual commitments of approximately $55.3
million for materials and services relating to various projects. These commitments and future costs
will be fimded by future tax increment revenue and other sources.

At June 30, 2010, the Agency committed to funding $90.7 million in loans. These commitments
were made to facihtate the construction of low and moderate income housing within the City of

Oakland.

On March 1, 2006, the Agency entered into the Jack London Gateway, Enhanced Enterprise
Community Section_fOS loan and grant agreement with City of Oakland as a guarantor of the
promissory note. Under this agreement, the Agency commiitted to pay a portion of the note equal
to $160 thousand per year for a ten year period. As of June 30, 2010, the remaining balance is

Si.3 million.

On July 24, 2009, the State Legislature passed Assembly Bill (AB) 26 4x, which requires
redevelopment agencies statewide to deposit a total of $2.05 billion of property tax increment in
county “Supplemental” Educational Revenue Augmentation Funds (SERAF) to be distributed to
meet the State’s Proposition 98 obligations to schools. The SERAF revenue shift of $2.05 billion
will be made over two years, $1.7 billion in fiscal year 2009-2010 and $350 million in fiscal year
2010-2011. The SERAF would then be paid to school districts and the county offices of educafion
which ‘have students residing in redevelopment project areas, or residing in affordable housing
projects financially assisted by a redevelopment agency, thereby relieving the State of payments to
those schools. The Agency’s share of this SERAF revenue shift is approximately $41.1 million in
fiscal year 2009-2010 and $8.5 million in fiscal year 2010-2011. As of June 30, 2010, the |
Agency’s remaining share of the SERAF payment is approximately $8.5 milhon and its due on

May 10, 2011.
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The Agency 1s exposed to various risks of loss related to: torts; theft of, damage to, and destruction
of assets; errors and omissions; and natural disasters for which the government carries commercial
insurance. Liabilities of the Agency are reported when 1t 1s probable that a loss has occurred and

the amount of the loss can be reasonably estimated.
Wood Street Affordable Housing Project Environmental Remediation

The Wood Street Affordable Housing Project analvtical results show concentrations of arsenic,
lead, total petroleum hydrocarbons as diesel and polycyclic aromatic hydrocarbons in site soils and
or ground water sample. As of June 30, 2010, envirorunental remediation clean up activities has

not been completed yet. The Agency has set-aside $300 thousand in escrow to cover the

remaimng environmental obligations.
Qakland Army Base Environmental Remediation

Land onginally conveyed to QOakland Base Reuse Authority (OBRA) from the Army, portions of
which were subsequently conveyed to the Agency and the Port of Qakland, may be subject to
envirommental remediation as required by the Comprehensive Environmental Response,
Compensation and Liability Act. If and when such enviromnental remediation is required, OBRA
then, and subsequently the Agency and the Port, are responsible for the first $13.0 million of
envirommmental remediation costs, including emironmental remediation insurance. OBRA received
a federal grant of $13.0 million to pay for the above-mentioned environmental remediation costs
including the $3.5 million insurance premium. As of June 30, 2010, the Agency has spent
approximately $13 million on this project, of which $10.9 million has been received. The Agency
is working with the US Department of Army on collecting the remaining balance of $2.1 milhon.

The next $11.0 million of environmental remediation costs are to be shared equally by the Agency
and the Port. As a result, the Agency reports its share of $5.5 mllion remediation obligation on
Oakland Army Base project. The next $9.0 million will be paid from insurance proceeds from the
environmental remediation policy. If subsequent environmental remediation is required after the
initially-required remediation is complete, then the environmental site liabihty policy will cover up
to $30 million in environmental remediation-related costs. The Agency and the Port have agreed to
share equally in any environmental remediation-related costs above $21.0 million that are not
covered by insurance. The Agency believes that none of the estimated environmental remediation
costs will cause the recorded amounts of any properties held for resale to exceed their estimated

net realizable values.



REDEVELOPMENT AGENCY OF THE CITY OF OAKLAND
Notes to Basic Fmancial Statements
June 30, 2010

(12) SUBSEQUENT EVENTS

Broadwav/Macartbur/San Pablo Redevelopment Project
Second Lien Tax Allocation Bonds, Series 2010-T
(Federally Taxable Recovery Zone Economic Development Bonds)

On November 12, 2010, the Redevelopment Agency of the City of Qakland (the “Agency™) closed
the Broadway/MacArthur/San Pablo Development Project Second Lien Tax Allocation Bonds,
Series 2010-T (Federally Taxable Recovery Zone Economic Development Bonds-Direct Payment)
(the “Bonds™) in the principal amount of $7.390,000 witli a maturity date of September L, 2030
and September 1, 2040. The Bonds are taxable with an interest rate of 7.20% and 7.40%
respectively. Since the Bonds were issued through the American Recovery and Reinvestment Act
of 2009, the Agency expects to receive $6.2 million or 45 percent interest subsidy from the federal

govemment.
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REDEVELOPMENT AGENCY OF THE CITY OF QAKLAND
Combining Balance Sheet
Nonmajor Gnvernmental Funds
June 30,2010
(In thousands)

Total
Tiroadwny Redevelopment Nonmajor
MacArthur Other Planning Governmentnl
Aeorn San Mallo West Onkland Prnjects Fund Fnnds

ASSETS
Cash and investments 5 2,462 5 6,853 5 9,080 5 7403 $ 1.742 $ 27,540
Accrued intercst receivable 7 19 25 20 3 76
Accounts receivable, net - . . 117 . 117
De from the City - . . - 173 173
Advances to the City - _ . - - 268 ‘ 268
Due from other governments - h - - - 22 22
Notes receivahle, net 533 6 100 1,791 70 2,500
Property held for resale - - - 4411 . 4411
Restricted cash and investmenis - 10,886 - - - 10.886
TOTAL ASSETS $ 1002 % 17,764 % 9205 § 13,742 % 2280 % 45,993
LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts Payable $ - 5 141 % 17 5 130 8 103 5 391
Due to the City - 384 444 211 1.008 2,047
Due to other governments - 636 768 170 - 1,574
Deposits and other {iabilities | . 12 25 - 1 6 44
[Deferred revenue 533 6 100 1,791 534 2,904
TOTAL LIABILITIES 545 1,192 1,329 2,303 1,651 7,020
FUND BALANCES
Reserved for property held for resale - - - 4411 - 4411
Reserved for approved capital projects/activities 2,457 16,572 7,876 7,028 - 33,933
Unreserved reported in Capital Project Funds : - - - - 629 629
TOTAL FUNID BALANCES 2,457 16,572 7,876 11,439 629 38,973
TOTAL LIABILITIES AND FUND BALANCES  § 3,002 b 17,764 ;) 9,205 5 13,742 L 2,2%Q $ 45993
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REDEVELOPMENT AGENCY OF THE CITY OF OAKLAND
Combining Statement of Revenues, Expenditures and Changes in Fund Balanees

Nonmajor Governmental Funds
For the year ended June 30,2010
(Tn thousands)

: Total
“ ) ‘ Broadway Redevelopment Nonmajor
MacArthur Other Planning Governmental
Acnrn San Pablo West Oakland Projects Fund Funds
REVENUES .
Tax increment $ 1,416 - § 5,050 A 5718 $ - A - h 12,184
Interest on pooled cash and investments 32 85 119 104 20 360
Interest on notes receivable - - - 34 - 34
Rents and reimbursements 33 - - 3,155 - 3,188
Other 13 80 3 255 - 351
TOTAL REVENUES 1,494 5215 5,840 3,548 20 16,117
EXPENDITURES
Current: .
Urban redevelopment and housing 284 6,372 3,813 7,343 130 17,942
Supplemental liducation Revenue
 Augmentation Fund Payment 1,039 2,564 3,895 608 8,106
Debt Service:
Payment on advances . - - - 183 183
Interest - - - - B17 817
TOTAL EXPENDITURES 1,323 8936 7,708 7,951 1,130 27,048
Excess (dcficiency) of revenues
over expenditures 171 3,721 {1,868} (4,403} (1,10 (10,931}
OTHER FINANCING SOURCES (1JSES) . .
Transfers in 93 368 496 2,851 - 3,808
Transfers out (354) (2,357) (1,443) (665) - (4,819)
TOTAL OTHER FINANCING SOURCES (USES) (261) (1,989) (947) 2,186 - (1,011)
Change in fund balances : (90} (5,710) (2,815) 2,217 (1,110) {11,942}
Fund balances at beginning of year 2,547 22,282 10,691 13,656 1,739 50,915
FUND BALANCES AT END OF YEAR ' $ 2,457 § 16,572  § 7876 % 11,439 § 629 % 38,973
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Certified Public Accountants.

Sacrameno « Welnut Creek » Gollund = Lot Anaeler « Centuny City » Newport Beach = San Diege

Report on Internal Control Over Financial Reporting and on Cempliance
and Other Matters Based on an Audit of Financial Statements
Performed in Accordance With Government Auditing Standards

Honorable Mavor and Members of the Council
of the Redevelopment Agency
City of Oakland, California

We have audited the financial statements of the governmental activities, each major fund, and the
aggregate remaining fund information of the Redevelopment Agency of the City of Oakland (the
Agency), a component unit of the City of Oakland, California. as of and for the year ended June 30, 2010,
which collectivelv comprise the Agency’s basic financial statements and have issued our report thereon
dated Novemnber 23, 2010, We conducied our audit m accordance with auditing siandards generally
accepted in the United States of America and the standards applicable to fmancial audiis contained in
Governmem Audinng Standards, issued by the Comptroller General of the United States.

Inmternal Control Over Financial Reporting

In planning and performing our audit, we considered the Agency’s internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinions on
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
Agency’s internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the Agency’s internal control over financial reporting.

A deficiency in internal conirol exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis, A material weakness is a deficiency. or combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis.

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

weaknesses, as defined above.

mgocpa.com

3000 S Sereet 2121 N Califormia Bhvd, 505 Fath Street 578 5. Figuersa Sueet 2029 Century Park: East 1201 Dove Street
Suire 300 Suite 750 Sth Floor Suite 325 Suite 500 Suite 680
Sacramenio Walnut Creel: Qakland Los Angeles 1os Angeles Newpart Beach
Ca 05816 C4 95195 Ch 93412 Cagl07 CAQDDLT CA 92660
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Compliance and Other Marters

As part of obtaining reasonable assurance about whether the Agency’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. Such provisions include those provisions of laws and
regulations identified in the Guidelines for Compliance Audits of California Redevelopment Agencies
issued by the State Controller's Office and as interpreted in the Swggested Auditing Procedures ‘for
Accomplishing Compliance Audits of California Redevelopment Agencies. issued by the Governmental
Accounting and Auditing Committee of the California Society of Cenified Public Accountants. However,
providing an opinion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed instances of
noncompliance or other matters thal are required to be reported under Government Auditing Standards
and noted below as items 2010-01 and 2010-02.

Finding 2010-01 - Authorization for use of the Agency’s Voluntary Five Percent Contribution

On October 6, 2009, the Agency Board of Directors adopted Resolution No. 09-90 in response 1o
Assembly Bill (AB) 26 4x passed by the State legislaure. Among other things, Resolution No. (9-90
authorized the Agency to pay a portion of the Supplemental Educational Revenue Augmentation Fund
(SERAF) due by May 10, 2010 with the Agency’s voluntary five percent contributions authorized
under Resolution No. 01-85. The amount of voluntary five percent contributions to be used to fund
the SERAF payment was very specific, $2,492,321 for years prior to fiscal vear 2009/10, $6.034,900
for fiscal year 2009/10; and $2,607.710 for fiscal year 2010/11.

During the year ended June 30, 2010, the Agency experienced a drop in tax increment. as assessed
values decreased from the prior year and were less than estimated in the budget, which produced a
voluntary five percent contribution to the Agency’s Low and Moderate Income Housing Fund in the
amount ¢of $5.664,814. While the Agency transferred out of the Low and Moderate Income Housing
Fund the full amount of voluntary five percent contributions authorized under Resolution No. (09-90,
there 15 a shortfall of $370.086 between the amount authorized for fiscal vear 2009/10 ($6.034,900)
and the amount actually contributed for fiscal year 2009/10 ($5,664,814).

Therefore, it is unclear as to whether the $370,086 sheonfall is considered to be taken from the
voluntary five percent contributions made in prior years, or whether it is considered (o be taken from
the 20% set-aside mandated by the Health and Safety Code. While AB 26 4x allows the use of 20%
set-aside as a source for making the SERAF payment, it also requires the repavment of said funds
within S years otherwise severe consequences are imposed over redevelopment operations.

In order to prevent any misunderstanding or uncertainty over the source of funds used within the Low
and Moderate Income Housing Fund, we recommend the Agency amend Resolution No. 09-90 to
update the authorized amounts of voluntary five percent contributions to be used towards making the

SERAF payment.

Management’s response:
Management acknowledges the finding and the Agency will return o the Agency Board of Directors

with a resolution 10 amend Resolution No. 09-90. The adopted FY 2009-10 budget for the Agency
provided for the entire voluntary 5% contribution to the low-moderate income housing set aside fund
to be suspended and used instead for tiie Supplemental Educational Revenue Augmentation Funds
(SERAF) payment. The actual tax increment received in FY 2009-10 were less than the budgeted
amount, and therefore, the actual amount available for SERAF was less than the projected amount.
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The "shortfall” will be made up by increasing the portion of the 5% voluntary contribution suspended
in FY 2008-09. The Agency will anticipate transferring a portion of the funds carried forward from
FY 2008-09 to FY 2009-10, in order to make clear that the source of funds was in fact FY 2008-09
revenues from the 5% voluntary contribution.

Finding 2010-02 — Under funding of the Agency’s Involuntary Twenty percent and Five percent
Set-Aside contributions

During the year ended une 30, 2010, the Agency reduced its gross tax increment by the administrative
fees, in the amount of $856.602, charged by the County of Alameda (the County}) when calculating the
20% low-moderate income housing set-aside mandated by the State Heaith and Safety Code. In
accordance with California Redevelopment Law, not less than 209 of the gross tax increment
allocated 10 the agency is to be deposited in the Housing Fund prior to any deduction for
administrative fees, pass-through payments to tlaxing entities, negouated fiscal agreements and
waivers, or other transfers from the balance of the tax increment allocated to the agency, as clarified
by the State Attorney General in its opinion, 76 Ops. Cal. Any. Gen. 137 (1993). Therefore, the
amount deposited into the Agency’s Housing Fund was less than required by California Redevelopment
Law.

We recommend that the Agency recalculate the 20% low-moderate income housing set-aside using the
gross tax increment allocated by the County and correct the amount of sel-aside deposited into the
Agency’s Housing Fund. We aiso recommend the Agency review past deposits into the Housing Fund
to determine whether past amounts of low-moderate income housing set-aside comply with the
California Redevelopment Law and whether the Agency needs to take action o correcl any past

deficiencies.

Management Response:
Management acknowledges the finding and the correction was made accordmgly for FY 2009-10.

The Agency will also review past deposits into the Housing Fund to determine whether past amounts
set-aside comply with the California Redeveiopment Law and whether the Agency needs to take
action to correct any past deficiencies.

We did not audit the Agency’s response to the findings identified in our audit described above and,
accordingly, we express no opinion on it.

This report is intended solely for the inforination and use of management, City Council, others within the
entity, and federal awarding agencies and pass-through entities and is not intended to be and should not be
used by anyone other than these specified parties.

Cenrtified Public Accountants

Qakland, Califorma

November 23, 2010
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FINANCE AND MANAGEMENT AGENCY 150 FRANK H. OGAWA PLAZA, SUITE 6353
OAKLAND, CALIFORNIA 94612

ACCOUNTING DIVISION :
. .{510) 238-3916

December §, 2010

Citizens of the City of Oakland
The Honorable Mayor and
Members of the City Council

I am pleased to present the Comprehensive Annual Financial Report (CAFR) of the City of
Oakland, California (City). The Finance and Management Agency has prepared this report to
present the financial position and the changes in net assets for the fiscal year ended June 30,
2010, and the cash flows of its proprietary fund types for the year then ended. The basic financial
statements and supporting schedules have been prepared in compliance with Section 809 of the
City Charter, with California Government Code Sections 25250 and 25253, and in accordance
with generally accepted accounting principles (GAAP) for local governments as established by
the Governmental Accounting Standards Board (GASB).

This report consists of management’s representations concerning the finances of the City. To
provide a reasonable basis for making these representations, management of the City has
estabhshed a comprehensive internal control framework that is designed both to protect the
government’s assets from loss, theft, or misuse, lo compile sufficient reliable information for the
preparation of the City’s financial statements in conformity with GAAP, and to comply with
laws and regulations. We believe this CAFR to be complete and reliable in all matenal respects.

The City contracted with Macias Gini & O’Connell LLP, a firm of Certified Public Accountants
licensed to practice in the State of California, to perform the annual independent audit. The
auditors expressed an opinion that the City’s financial statements for the year ended June 30,
2010 are fairly stated and in accordance with accounting principles generally accepted in the
United States. This is the most favorable conclusion and is commonly known as an
“‘unqualiﬁed” or “clean” opinion. The independent auditor’s report is included in the Financial

Section of this report.

In addition, Macias Gini & (’Connell LLP audited the City’s major program expenditures of
federal fimds for compliance with the Federal Single Audit Act Amendments of 1996, the Office
of Management and Budget (OMB) Circular A-133 regulatimg Single Audits, and the standards
applicable to financial audits contained in the Government Auditing Standards issued by the
Comptroller General of the United States. The report of the Single Audit is pubhshed separately
from this CAFR and may be obtained upon request from the Clty s Finance and Management

Agency, Accounting Division.



This Comprehensive Annual Financial Report is organized into three sections as required by
GASB Statement No. 34:

¢ The Introductory Section is intended to familiarize the reader with the brganizational
structure of the City, the nature and scope of City services and specifics of the City’s
legal operating environment.

¢ The Financial Section contains the City’s audited financial statements including the
government-wide financial statements that presents an overview of the City’s entire
financial operations and the fimd financial statements that present financial information
for each of the City’s major fimds, as well as nonmajor governmental funds, proprietary

fimds, and fiduciary funds.

s The Statistical Section contains comprehensive statistical data on the City’s financial,
physical, economic, social and political condition.

The Reportin g Entity and Its Services

The City has defined its reporting entity in accordance with GAAP that provides guidance for
determining which governmental activities, organizations, and fimctions should be included in
the reporting entity. The Basic Financial Statements presents information on the activities of the

City and its component units.

GAAP require that the component units be separated into blended or discretely presented units
for reporting purposes. Although legally separate entities, blended component units are, in
substance, part of the City’s operations. Therefore, they are reported as part of the Primary
Government. The discretely presented component unit is reported in a separate column in the
government-wide financial statements to emphasize that it is legally separate from the City’s

operations.

Accordingly, we have included the operations of the Oakland Municipal Employees’ Retirement
System (OMERS), the Police and Fire Retirement System (PFRS), and the Oakland
Redevelopment Agency (Agency) as blended component units. The operations of the Port of
Oakland (including the Qakland International Airport) is presented discretely. The Oakland-
Alameda County Colisenm Authority (Authority) is a Joint Venture owned and operated by the

City and the County of Alameda.

The Oakland Housing Authority, the Oakland Unified School District, and the Peralta
Community College District were not included because they have limited relafionships with the
City and, therefore, did not meet the criteria for inclusion in the reporting entity. The City is also
represented in six regional agencies that are excluded from the City’s reporting entity. These
agencies are the San Francisco Bay Area Rapid Transit District (BART), Alameda-Contra Costa
Transit District (AC Transit), Bay Area Air Quality Management District, Association of Bay
Area Governments (ABAG), Fast Bay Regional Park District, and the East Bay Municipal

Ufility District.
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Profile of the Government

The City of Oakland was chartered as a city in 1854. It is situated on the eastem side of the
Oakland/San Francisco Bay in the County of Alameda. Its western border offers nineteen miles
of coastline, while the rolling hills to the east present views of the Bay and the Pacific Ocean. In
between are traditional, well-kept neighborhoods, a progressive downtown that is experiencing a
tremendous surge in growth, and superior cultural and recreational amenifies. It is the
administrative site for the County of Alameda, the regional seat for the federal government, the
district location of primary state offices, and the transportation hub of commerce for the Bay

Area.

In November 1998, the citizens of OQakland passed Measure X changing the form of government
from Council-City Manager to Mayor-Council through a charter -amendment. Legislative
authority is vested in the City Council and executive authority is vested in the Mayor. The City
Administrator, appointed by and under the direction of the Mayor, has administrafive authority to
manage the day-to-day administrative and fiscal operations of the City. The City Aud1t0r and the
City Attorney are both elected officials and serve four-year terms.

The Mayor and City Council is the governing body of the Citf/ and is comprised of eight elected
officials. One Council member is elected “at large”, while the other seven Council members
represent spectfic districts. The Mayor and City Council are elected to serve four-year terms.

On March 2, 2004, the citizens of Oakland passed Measure P: (1) to repeal the sunset provision
of Measure X passed in November 1998 to retain the Mayor-Council form of government; (2) to
change the term limit for Mayor from two terms to two consecutive terms; (3) to reduce the
number of votes needed for the City Council to pass an ordinance on reconsideration from six
votes to five votes; (4) to eliminate the prohibition on paying the Mayor more than the City
Administrator; (5) to remove the rule that the Mayor vacates his or her office by missing ten
consecutive City Council meetings; (6) to require the Mayor to advise the City Council before
removing the City Admlmstrator and (7) to change the title of the City Manager to *“City

Administrator”.

- The City provides a filll range of services contemplated by statute or charter, including those
functions delegated to cities under state law. These services include public safety (police and
fire), sanitation and environmental health enforcement, recreational and cultural activities, public
improvements, planning, zoning and general administrative services.

The City’s budget is a detailed operating plan that identifies estimated costs in relation to
estimated revenues. The budget includes: (1) the programs, projects, services and activities to be
carried out during the fiscal year; (2) the estimated revenue available to finance the operating
plan; and (3) the estimated spending requirements for the operating plan. The budget represents a
process wherein policy decisions by the Mayor and the City Council are adopted, implemented
and controlled. The notes to the required supplementary information summarizes the budgetary
roles of vartous City officials and the timetable for their budgetary actions according to the City
Charter. In April 2010, the City Council, during its mid-cycle review, approved the Clty s
revised budget for fiscal year 2009 10.
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The City Charter prohibits expending imonies for which there is no legal appropnation.
Therefore, the City is required to adopt budgets for all City funds. The level of budgetary control
(that 1s, the level at which expenditures cannot legally exceed the appropriated amount) is
established at the fimd level, although for management purposes, the line item budget is
controlled at the departmental level within funds. The City Administrator is authonized to
administer the budget and may transfer monies from one activity, program or project to another
within the same agency and fund. Supplemental appropriations or transfers of appropnations
between fimds or agencies must be approved by the City Council.

The City also maintains an encumbrance accounting system to provide budgetary controls for
governmental funds. Encumbrances which would result in an overrun of an account balance are
suspended in the system untii additional funding is made available via budget change requests or
withdrawn due to lack of funding. Encumbrances outstanding at June 30 and carmed forward are
reported as reservations of the appropnate governmental fund’s fund balance since they do not
constimte expenditures or liabilities. Encumbrances that do not lapse but are brought forward to
the new fiscal year are incorporated as part of the budget adopted by the City Council for that

year.
Economic Condition and Fiscal Outlook

Fiscal year 2009-10 continued to be a period of unprecedented General Fund revenue shortfall
fueled by the continued weakened national recession. As in previous years the City utilized
principal outlined in the “Financial Policies” as a guide and operational blueprint for assisting in
the development of a budget that achieves fiscal stability and organizational sustainability. The
financial polices are essential tools in returning the City to a healthy financial state and ensuring
responsible financial management of the City’s resources.

o Establishing a baseline for the Real Estate Transfer Tax at $40 million {an amount
collected in a normal year), with any amount over the baseline used as follows: a)
replenishment of the General Purpose Fund (GPF) reserves until such reserves reach 10
percent of current year budgeted GPF approprnations; and the remainder; b) 50 percent to
repay negative Internal Service Funds; c¢) 30 percent set aside the Police and Fire
Retirement System (PFRS) liability until this obligation is met; d) 10 percent to establish
an Other Post-Employment Retirement Benefits (OPEB) trust; and e) 10 percent to
replenish the Capital Improvement Reserve Fund until such baseline reaches $10 million.

. Amending the policy on the use of one-time revenues, and requiring the any one-time
discretionary revenue be used as follows: a) 50 percent to repay negative Internal Service
Fund balances and b) 50 percent to repay negatives in all other funds, unless legally

restricted to other purposes.-
* Amending the City’s reserve policy to: a) require an armual review and certification of
the GPF reserve (net of any reservations, designations and obligations) by the City

Administrator and b) limit project carryforwards in the GPF.

Ass the City continues through the efiects of the national economic recessions, growth projections
are projected in the fiscal year 2010-11 for the City’s economically sensitive revenues including
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property tax, real estate transfer tax, parking tax, transient occupancy tax and sales tax due to the -
declining housing market and consumer spending.

The employment forecast for the reminder of 2010 continues to be negative, although the rate of
job loss is declining. The City’s average unemployment rate for June 2010 is 17.2 percent,
which is higher than July 2009 at 17.1 percent. In general, the economic climate may remain
uncertain, the City will continue to maintain pmdent financial policies to navigate these hard

economic times.

The City’s general obligation credit ratings of AA-\Aa2\AA- from Standard and Poor’s
Corporation, Moody's Investor Services, Inc and Fitch Ratings respectively continue to show the
City’s fiscal prudence. The rating agencies continue to cite management’s demonstrated
commitment to strong fiscal management as a basis of their rationale for bestowing the City
strong ratings. These ratings translate to significant interest cost savings in the City’s debt
program to the taxpayers of the City of Oakland.

Economic Indicators and Next Fiscal Year’s Budget and Tax Rates

The City of Qakland’s primary economic indicators are highlighted on pages 16 and 17 in the
Management Discussion and Analysis (MD&A) section of this report.

The Five-Year Financial Plan

In anticipation of longer term needs, the City develops a Five-Year Financial Plan for the
General Puipose Fund. The Five-Year Financial Plan is management’s best assessment of foture
revenue, expenditures and operating resuits over the five-year forecast period. The compilation
and review of the Plan provides an opportunity to put current funding decisions in context with
longer-term economic conditions while affording City management a realistic projection for the
ongoing financial impact of pohcy decisions. Major goals of the Five-Year Financial Plan

include the following:

1. To put the City’s two-year budget-making process into a five-year planning horizon and
to facilitate prudent financial management.

2. To set revenue and expenditure targets, and evaluate budget priorities in light of fiscal
conditions projected over the long-term.

A

3. To present a picture of the long-term strategic financial issues facing the City, while
highlighting fimding priorities for budget planning.

4. To identify potential structural budget surpluses or shortfalls.

5. To demonstrate to policy-makers the likely impact of short-term capital investment and
financing decisions on the City’s long-term financial capacity.

6. To provide a useful framework for reviewing and refining the City’s financial forecasts,
as well as its financial goals and priorities.



In preparing the Plan, City staff take into account historical experience, as well as the economic
uncertainties underlying the revenue and expenditure outlook over the five-year penod. The
Plan also considers major demographic and legislative changes.

Cash Management Policies and Practices

To maximize interest income and maintain liquidity, the City pools operating cash of both the
City and Port and invests these monies in securities of various maturities. These monies and
operating funds of the Redevelopment Agency and the Oakland Base Reuse Authonty are
invested pursuant to the City's Investment Policy in compliance with Section 53601 of the
California Government Code, the Nuclear Free Zone and Linked Banking Ordinances, and the .
Tobacco Divestiture Resolution. The objectives of the Investment Policy are to preserve capital,
provide adequate liquidity to meet cash disbursements of the City and to reduce overall portfolio
needs while maintaining market-average rates of retum. Investments are secured by collateral as
required under law, with maturity dates staggered to ensure that cash is available when needed.
The City Council receives quarterly reports on the performance of the City’s pooled investment

program.
Risk Management

To finance its nsks of general liabihty and workers' compensation, the City maintains a program
of self-insurance, supplemented with commercial insurance of limited coverage that is sufficient
to protect resources at the lowest reasonable cost. The City does maintain commercial fire
insurance policies on all of its buildings. Additionally, the City insures for the penls of
earthquake and flood on the Henry J. Kaiser Convention Center and the George F. Scotlan
Memorial Convention Center. '

The City Attomey represents the City in all of its legal matters, including claims investigation,
civil htigation and disposition of claims and lawsuits.

Insurance to protect and indemnify the City against the nisks of general liability and property
damage is required in virtually all of its public works, contractor-supplied and professional

services contracts.

Awards

The Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to the City of
Oakland for its Comprehensive Annual Financial Report {CAFR) for the fiscal year ended June
30, 2009. The Certificate of Achievement is a prestigious national award recognmizing
conformance with the highest standards for preparation of state and local government financial
reports. In order to be awarded a Certificate of Achievement, a governmental unit must publish
an easily readable and efficientiy organized CAFR whose contents conform to program
standards. The CAFR must satisfy both generally accepted accounting principles and applicable

legal requirements.

The Certificate of Achievement is vahd for a period of one year only. The City of Oakland has
received a Certificate of Achievement the last 20 years. The single missing year was due to the
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delay in the submission of the City’s CAFR to GFOA as a result of conversion to a new financial
management system. The City’s Fiscal Year 2009-10 CAFR will be submitted to GFOA for
consideration for the Certificate of Achievement for Excellence in Financial Reporting.
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Sacramento » Walout Creel « Qalland « Los Angefes = Centuly City « Newporl Beach = San Diego

Honorable Mayor and Members
of the City Council
Civ of Oakland, Califomia

Independent Auditor’s Report

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the discretely presented component unit, each major fund. and the aggregate remaining fund
information of the City of Oakland, California (City), as of and for the year ended June 30, 2010, which
collectively comprise the City’s basic financial statements as listed in the table of contents. These
fmancial statements are the responsibility of the City’s management. Our responsibility is lo express
opinions on these financial statements based on our audit. We did not audit the financial statements of the
Oakland Municipal Employees Retirement Systern (OMERS) and the Oakland Police and Fire Retirement
System (PFRS) which collectively represent 57%, 69% and 16%. respectively of the assets, net
assets/fund balances, and revenuesfadditions of the aggregate remaining fund information as of and for
the year ended June 30, 2010. The OMERS and PFRS financial statements were audited by other
auditgrs whose reports thereon have been furnished to us, and our opinions, insofar as it relates to the
amounts included for those entities, is based on the reports of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Goverrment Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of matenal
misstatement. An audit includes consideration of internal control over financial reporting as a basis for
designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effecliveness of the City’s internal control over financial reporting. Accordingly, we
express no such opinion. An audit also includes examining, on a test basis, evidence supporting the
amounts and disclosures in the fmancial statements, assessing the accounting pninciples used and the
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit and the reports of the other auditors provide a reasonable basis for

our opinions.

In our opinion, based on our audit and the reports of the other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the govemmental
activities, the business-type activities, the discretely presented component unit, each major fund, and the
aggregate remaining fund information of the City as of June 30, 2010, and the respective changes in
fmancial position and, where applicable, cash flows thereof for the year then ended in conformity with
accounting principles generally accepted in the United States of Amenica.

As discussed in Note 2 lo the basic financial statements, the City adopted the provisions of Governmental

Accounting Standards Board (GASB) Statement No. 51, Accounting and Financial Reporting for

Intangible Assets, and GASB Statement No. 53, Accounting and Financial Reporting for Derivative
Instruments, effective July 1, 2009, -

mEOCHA.com

3000 5 Street 2121 N, Califomia Bivd. 505 14th Street S18 S, Figueroa Street 2029 Century Park Eas! 1201 Dove Street 225 Broad way
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In accordance with Government Auditing Standards, we have also issued our report dated December 8,
2010, on our consideration of 1the City’s imemal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and.grant agreements and other
matters. The purpose of that report is 1o describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing the results of our

audit.

The management’s discussion and analysis, the schedules of funding progress and the budgetary
comparison information for the general fund listed in the table of contents are not a required part of the
basic financial statements but are supplementary information required by accounting principles generally
accepted in the United States of America. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation of the
required supplementary information, However, we did not audit the information and express no opinion

onit.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City’s basic fmancial statements. The introductory section, combining and individual fund
statements and schedules, and statistical section are presented for purposes of additional analysis and are
not a required part of the basic financial statements. The combining and individual fund statements and
schedules have been subjected to the auditing procedures applied in the audit of the basic fmancial
statements and, in our opinion, are fairly stated in all material respects in relation to the basic financial
statements taken as a whole. The introductory and statistical sections have not been subjected to the
auditing procedures applied by us and the other auditors in the audit of the basic financial statements and,
accordingly, we express no opinion on them.

WNacinr Home & CCaun 00 L1
Certified Pubhc Accountants

QOakland, Califomia
December 8, 2010



MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of the City of Oakland’s (the City) Comprehensive Annual Financial Report
presents a narrative overview and analysis of the fmancial activities of the City for the
fiscal year ended June 30, 2010. We encourage readers to consider the information
presented here in conjunction with the additional information contained in the City’s
financial statements and related notes and our letter of transmittal that precedes this

section,

FINANCIAL HIGHLIGHTS

| ® The City's total assets exceeded its total liabilities by $689.3 million as of June
30, 2010, compared to $735.0 milhon at June 30, 2009. This represents a net
decrease of $64.7 million or 8.6 percent compared to the previous year. Asscts
decreased by 0.9 percent or net of $27.4 million, the net decrease is primarily
attributed to a decrease of net pension assets in the amomnt of $43.8 million to
reflect annual pension cost, an increase in capital assets by $32.6 million and an
offset of a combined decrease of $60.9 million in pooled and restricted cash and
" investments attributable to spending bond proceeds for capital improvement.
Conversely, liabilities increased by 1.7 percent or $37.3 million compared to the
prior fiscal year primarily as a result of debt issuance for a total of $67.7 million
and interest rate swap agreement negative fair value of $19.1 million.

» The City’s governmental cumulative fund balances decreased by 3.0 percent or
$31.9 million to $1,044.4 million compared to $1,076.3 million for the prior fiscal
year. This decrease is primarily attributed to a $39.2 million or 3.6 percent
increase in overall governmental expenditures for its operations and a $17.7
million or 1.9 percent the decrease in overall governmental revenue.

e As of June 30, 2010, the City had total long-term obligations outstanding of §$2.0
billion compared to $1.99 billion outstanding for the prior fiscal year for an
increase of 0.6 percent or $11.4 million. Of this amount, $366.2 million is general

~ obligation bonds backed by the full faith and credit of the City. The remaining
$1.63 billion is comprised of various long-term debt instruments including

accruals of year-end estimates for other long-term habilities.

* The City’s General Fund unreserved/undesignated fund balance at June 30, 2010
was $41.4 million compared to $40.7 million for the previous year, an increase of
1.7 percent or $0.7 million. The unreserved/undesignated fund balance met the
requirements of the City Council’s 7.5% reserve pollcy based on the total General

' Fund expenditures for fiscal year 2010.



OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to introduce the City’s basic financial
statements. The City’s basic financial statements consist of four components:

Govemment-wide Financial Statements

Fund Financial Statements
Notes to the Basic Financial Statements
Required Supplemental Information

In addition this report also contain other supplementary information.

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad
overview of the City’s finances, in a manner similar to the financial statements for a

private-sector business.

The statement of ner assets presents information on all of the City’s assets and liabilities,
with the difference between the two reported as net assets. Over time, increases or
decreases in net assets may serve as a useful indicator of whether or not the fimancial

position of the City is improving or deteriorating.

The statement of activities presents information showing how the City’s net assets
changed during the most recent fiscal year. All changes in net assets are reported as soon
as the underlying event giving rise to the change occurs, regardless of the timing of the
related cash flows. Thus, revenues and expenses are reported in this statement for some
items that will only result in cash flows in future fiscal perieds, such as revenues
pertaining to uncollected taxes and expenses pertaining to earned but unused vacation and

sick leave.

Both of the govermnent-wide financial statements distinguish functions of the City that
are principally supported by taxes and intergovernmental revenues (governmental .
activities) from other functions that are intended to recover all or a significant portion of
their costs through user fees and charges (business-type activities). The govemmentai
activities of the City include general government, public safety, life enrichment,
community and economic development, and public works. The business-type activities of

the City include the sewer service system and the parks and recreation,

Fund Financial Statements

The fund fimancial statements are designed to report information about groupings of
rclated accoimts that are used to maintain control over resources that have been
segregated for specific activities or objectives. The City, like other slate and local
governments, uses fund .accounting to ensure and demonstrate compliance with finance-



related legal requirements. All of the funds of the City can be divided into the following
three categories: governmental funds, proprietary funds and fiduciary funds.

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

Because the focus of governmental funds is narrower than that of the government-wide
financial statements, it is useful to compare the information presented for governmental
funds with similar information presented for governmental activities in the govemment-
wide financial statements. By doing so, readers may better understand the long-term
impact of the City’s near-term financing decisions. Both the govemmental fund balance .
sheet and the governmental fund statement of revenues, expenditures and changes in fund '
balances provide a reconciliation to facilitate this comparison between governmental

fimds and governmental activities.

The City maintains several. individual governmental funds organized according to their
type (special revenue, capital projects, debt service and general fund). Information is ,
presented separately in the governmental fund balance sheet and in the governmental
fund statement of revenues, expenditures and changes in fund balances for the general
fund, federal and state grant special revenue fund, Oakland Redevelopment Agency
(Agency) as a blended component unit of the City, and municipal capital improvement
fund, all of which are considered to be major funds. Data from the remaining funds are
combined in a single, aggregated presentation. Individual fund data for each of the non-
major governmental funds is provided in the form of combining statements elsewhere in

this report.

The City adopts an annual appropriated budget for its general fund. A budgetary
comparison schedule has been provided for the general fund in the required
supplementary information to demonstrate compliance with this budget.

Proprietary funds. Proprietary funds are generally used to account for services for which
the City charges customers, either outside customers or internal units or départments of
the City. Proprietary funds provide the same type of information shown in the
government-wide statements only in more detail. The City maintains the following two

types of proprietary funds:

Enterprise funds are used to report the same functions presented as business-type
activities in the government-wide financial statements. The City uses enterprise
funds to account for the operations of the Sewer Service System and the Parks and
Recreation operations, The Sewer Service Fund 1s considered to be a major fund

of the City.



Internal service funds are used to report activities that provide services and
supplies for certain City programs and activities. The City uses internal service
funds to account for its fleet of vehicles, radio -and-communication equipment,
facilities management, printing and reproduction, central stores and purchasing.
Because these services predominantly benefit governmental rather than business-
type functions; they have been included within governmental activities in the
government-wide financial statements. The internal service funds are combined
into a single, aggregated presentation in the proprietary fund financial statements,
Individual fund data for the intermal service funds is provided in the form of

combining statements elsewhere in this report.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of
employees and parties outside the City. The Qakland Municipai Employees Retirement
System (OMERS) Fund and the Police and Fire Retirement System (PFRS) Fund are
reported as pension tmst finds. The private purpose trust fund along with the private

pension trust fiind are reported as trust finds since their resources are not available to
support the City’s own programs. For this reason, they are not reflected in the
govemment-wide fmancial statements. The accounting used for ﬁdumar} finds is much

like that used for pmprletary funds. ;

/

Notes to the Basic Financial Statemients

The notes to the basic financial statements provide additional information that is éssential
to a full understanding of the data provided in the govemment-wide and fund financial

statements.

Required Supplementary Information

The required supplementary information includes the budgetary schedule for the General
Fund and schedules of finding progress for pension and other postemployment benefits
that show the City’s progress towards funding its obligation to provide future pension and
other postemployment benefits for its active and retired employees.

Other Information

In addition, this report presents combining statements referred to earlier in connection
with nonmajor governmental funds, internal service funds and fiduciary funds are
1rnmedlately following the required supplementary information along with budgetary

comparison schedules



Government-wide Financial Analysis

Net assets may serve over time as a useful indicator of the City’s financial position. The
City’s total assets exceeded its liabilities as of June 30, 2010 by $689.3 million compared
lo $735.0 million as of June 30, 2009, decrease of $64.7 million. - The largest portion of
the City’s net assets, 85.9 percent, reflects its investment in capital assets of $592.4
million for governmental and business-type activities net of related debt. Of the
remaining balance, 54.0 percent reflects $372.4 million in resources that are subject to
external restrictions on how they may be used. The unrestricted net asset deficit of
$275.6 million is primanly attnibuted to a decrease of ammual pension cost of $43.8
million as of June 30, 2010 offset by a slight increase of 1.4 percent in ongoing project
expenditures related lo govemmenlal activities and a 4.9 percent decrease in revenues.

City of Oakland’s Net Assets
June 30,2010
(In Thousands)

Governmental Bassiness-Type _
Actiy ities Activitics ' Total
2010 20001) 2010 2009 2010 2009

Assets: .
Qurentandother assets $ 1,721,741 $1.783.821  $ 39826 § 37789  $ 1,761,567 § 1821610
Capital assets 956,574 930,838 160407 . 153,513 1,116,981 1,084,351
TOTAL ASSETS 2678315 2714659 200233 191302 2878548 2,905,961
Long-terrn liabilities S 1941296 1,908,258 58327 60,987 1,999,623 1,969.245
Other liabiities 187,583 181,425 2062 1,317 189,645 182,742
TOTALLIABILITIES 2128879  2089,683 60,389 62,304 2,189,268 2,151,987
Net assets:
Invested in capital assets, '

net of refated debt - 478,689 442793 113718 113,91 592.407 556,754
Restricted 372,439 338,514 - - 372439 . 338514
Urwrestricted (deficit) (301,692) (175.313) 26,126 15,037 (275,566) (160.276)
Total pet assets § 549436 $ 605994 $139844 $128998 § 689280 § - 734992

(1) The June 30, 2009 balances were restated to reflect the inpact of pricr years interest rate swap agreerrent per GASB No.
53 and outstanding check balance of $8.2 million.

Governmental activities. The City’s change in net assets is deficit of $56.5 million for
the year ended June 30, 2010 compared to a positive $4.2 million for the previous fiscal
year represents a net decrease of $60.7 million. The key elements of this increase are

" listed below. -



Changes in Net Assets
For the Year Ended June 30, 2010

(In Thousands}
Governmental Activities Business-Type Activities Totals
2010 2009 (1) 2010 2009 2010 2009
Revenues:
Program revenues:
Charges for services 5§ 135458 % 126055 3 39615 3 36,178 § 175073 § 162,233
Operating grants and contributions ) 97177 94,353 - - 97177 94,353
General revenues:
Property taxes 346,859 359,851 - - 346,859 359,851
State taxes: . :
$ales and use taxes 45,503 56,090 - - 45,503 56,090
Motor vehicles in-lieu tax 1,251 1,282 . - 1,251 1,282
Gas tax 10,991 10,270 - - 10,991 10270
Local laxes: : ’
." Business license 54,141 . 54291 - . - 54.14] 54,29]
Uitity consumption 51,107 52,701 - - 51,107 52,701
Rea! estate transfer 36,971 34,267 - - 36,971 34,267
Transient occupancy 10,085 10,599 - . 10,085 10,599
Parking 13,885 14,196 ] - - 13,885 14,196
Voter approved special tax 35,228 33,772 - - 35228 33772
Franchise 14,655 14,440 - - 14 655 14,440
Intcrest and investment income 10,894 25917 113 590 11,007 26,507
Other 58,374 81,885 - - 58,374 81 885
Total revenues 922579 969,969 39,728 36,768 962,307 1,006,737
Expenses:
General govemment 83,295 94,957 - - 83295 94957
Public safety 411,333 424 435 - - 411313 424 435
Life enrichment . 119,254 119,659 - - 119254 119,659
Community & economic development 222,226 182,327 - - 222226 182 327
Public works 70757 74,081 - - 70,757 | 74,081
Interest on long-tenn debt 73,735 71,552 - - 73,735 71,552
Scwer ) - - 26,899 25,530 26,899 25530
Parks and recreation - - 520 652 520 652
Total expenses 980,600 967,011 27.419° 26,182 1,008019 993,193
Change in net assets before transfers (58,021) (2,958 12,309 10,586 (45.712) 13,544
Transfers 1,463 1,200 {1,463) {1,200) - -
Change in net assets (56,558) 4,158 10,846 9,386 (45,712) 13,544
Net assets - Beginning as previously reported 605,994 620,818 128,998 . 119,612 734,992 740,430
Restatement - {18,982) - - - -
Net assets - Beginning as restated 605,994 601,836 128,998 119612 734 992 740,430
Netassets at end of year ~ $§ 549436 § 605994 § 139844 § 128998 § 689280 § 753,974

(I.) The June 30, 2009 balances were restated io reflect the impact of prior years interest rate swap agreement per GASB No. 53.
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Governmental activities: Net assets for goveminental activities decreased by $56.5
million or 9.3 percent during 2009-10 from $606 million to $549.5 million. Total
revenue decreased at rate of 4.7 percent compared to expenses decreased at a rale of 1.6
percent. During 2008-09, revenues increased at a rate of 0.3 percent and expenses

decreased-at rates of 2.0 percent, respectively.

Changes in net assets for governmental activities are attributed to the following
significant elements: '

¢ Contributing to the decrease in total revenue; property taxes experience an
decrease of $13.0 million or 3.6 percent, this 1s mainly due to aggressive property
revaluations by the County; state taxes also decreased by $9.9 million or 14.6
percent, this is mainly due to sluggish economy and a negative true-up of
overpayment made by the State in their FY 2008-09 “Triple Flip” allocation to the
City. Investment income also decreased by $15.0 million or 58.0 percent due to
eamed interest yield reflects a lower interest rate environment experienced during
the year. The decreases are offset by a slight increase in charges for services by
$£9.4 million, local taxes by $1.8 million, and operating grants and contributions

by $2.8 million.

e General govemment expenses decreased by $11.7 million or 12.3 percent when
compared to previous year primarily due to budgets cuts, layoffs and furlough

days.

e Public safety expenses decreased by $13.0 million or 3.1 percent when compared
to the previous year due primarily to budget cuts, move from 84-hour to 80-hour
schedule, and union contract concessions that include 4 percent cost-of-living

increase deferred to FY 2013.

e Community and economic development expenses increased by $39.9 million or
21.9 percent is primarily attributed to Supplemental Education Revenue
Augmentation Fund (SERAF) revenue shift. The State total SERAF revenue-shifi
of $2.05 billion will be made over two years, $1.7 billion in fiscal year 2009-2010
and $350 million in fiscal year 2010-2011. The City’s share of the SERAF
revenue shifi or payment was $41.1 million in FY 2009-10. '

o Public work expenses decreased by $3.3 million or 4.5 percent is attributed to the
reduction of expenditures in the Lighting & Landscape Assessment District
(LEAD) and on-going construction improvement projects due to a slowdown in
construction projects, budget cuts and furlough days.

Business-type activities: Business-type activities ended the fiscal year with a positive
. change in its net assets of $10.8 million compared to $9.4 million the previous fiscal year.
The increase of $1.4 million in net assets is attributable to $3.9 million or 11.2 percent
increase in sewer revenues offset by $1.4 million or 5.4 percent increase in sewer project

related expenses.
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Financial Analysis of the Government’s Funds

Governmental funds: The focus of City’s governmental fimds is to provide information
on near-term inflows, outflows, and balances of spendable resources. Such information is
useful in assessing the City financing requirements. In particular, unreserved fund
balance may serve as a useful measure of a government’s net resources available for

spending at the end of the fiscal year.

General Fund: The General Fund is the chief operating fund of the City. At June 30,
2010, its unreserved fimd balance is $129.7 million or 55.6 percent of the $233.3 million

total General Fund balance.

In 2009-10, General Fund revenues of $519.2 million were $13.8 million or 2.6 percent
lower than 2008-09 revenues of $533.1 million. Due to a slowing economy and sluggish
housing market and the revenues have decreased modestly from last year. The current
‘year decrease is due primarily to the decreases in sales and use tax revenue of $10.2
million, investment income of $3.1 million, ‘and property tax revenue of $4.3 million,
oifset by a modest increase in annuity income of $7.9 million, $2.7 million in real estate

transfer tax and $3.1 million in charges for services.

In 2009-10, General Fund expendi-tures of $437.1 million were $35.9 million or 7.6
percent lower than 2008-09 expenditures of $473.0 million. The decrease in expenditures
was mainly due to $26.4 million decrease in public safety, $2.9 million decrease in
information technology expenditures, and most other City Agencies reporting decreases
in expenditures mainly due to budget cuts, layoffs, CalPERS Retirement Incentive

Program (“Golden Handshake™), and furlough days.

Federal and State Grant Fund: The Federal and State Grant Fund had a fund balance of
$20.9 million as of June 30, 2010 that represents an increase of $2.3 million or 12.5
percent over the prior fiscal year. The increase was primarily attributed to an increase of
the federal and state grants by $7.8 million over the pervious year. The City received
several “stimulus grants™ through the American Recovery and Reinvestment Act of 2009.
For example, the City was awarded $19.7 million through the U.S. Department of Justice
Community Oriented Policing Services Hiring Recovery Program (CHRP) to retain 41

officer’s positions.

Oakland Redevelopment Agency: The Oakland Redevelopment Agency had a fund
balance of $551.7 million as of June 30, 2010 that represents a decrease of $64.4 million
or 10.5 percent from the prior fiscal year. The decrease is primarily attributed to $41.1
million Supplemental Educational Revenue Augmentation Funds (SERAF) revenue shifi
from the Agency to the State in accordance with State Legislative passed Assembly Bill
(AB) 26 4x. The payments SERAF payment was offset by a $5.6 million reduction in
urban redevelopment and housing spending and a $29.3 million reduction in principal
repayment of bonds and advances. The decrease in principal repayment represents a
$16.5 milhon repayment toward the Central District advance and a $12.4 million
repayment of the tax allocation bond, series 2005, in FY.2009. The revenue decrease
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mainly attributed to a $17.1 million decrease in tax increment; a $12.7 million decrease in
other revenue, and an $8.2 million decrease in interest and investment income by a §1.7

million increase in rents and reimbursements. !

Municipal Capital Improvement Fund: The Municipal Capital Improvement Fund had
a fiind balance of $86.8 million as of June 30, 2010 that represents an increase of $44.7
millicn or 106.4 percent over the prior fiscal year. The net increase of $44.7 million is
attributed to two issuance of debt: a) $64.5 million of General Obligation Bond (Series
20098, Measure DD) to preserve and acquire open space, renovate parks, provide
educational and recreation facilities for children, clean up Lake Merritt and restore
Oakland’s creeks, waterfron/ and estuary and h) $3.1 million of Péedmont Pines Phase /
2010 Limited Obligation Improvement Bonds for under grounding of street lighting,
electric power, telephone and olher communication lines of special benefits to the
property within the City’s Utility Underground Assessment Distnict No. 2007-232.

Proprietary Funds: The City’s proprietary funds provide the same type of information
found in the govemment-wide financial statements under the business-type column but in

more detail.

The portion of net assets invested in capital assets, net of related debt amounted to $113.7
million as of June 30, 2010, compared to $114.0 million for the previous fiscal year. The
$0.2 million or 0.2 percent decfeaée is related to proceeds spent from debt issued to
finance sewer projects. During the fiscal year, the City capitalized $6.9 million in sewer
system completedprojects, net of depreciation. ‘

General Fund Budgetary Highlights

During the fiscal year ended June 30, 2010, General Fund had a $16.4 million decrease in
budgeted revenues between the original and final amended operating budget. The
decrease is due to a slow economy and the City budget was revised Aprl 29, 2010 to
reflect shortfalls in revenues from various funding sources. Actual budgetary basis
revenues of $518.8 million were $17.5 million more than the final amended budget. The

increase is due primarily to increased property tax, real estate transfer tax and sales and
use tax revenucs.

In addition, there was a $24.5 million increase in appropriations between the original and
fma] amended operating budget for the General Fund. The increase in appropriation is
due primarily to the determination of actual project carryforwards for continuing
appropriations for various multi-year projects, capital improvement projects, and other
projects authorized by the City Council. The original approved expenditure budget
contained only estimates of project carryforwards.

Actual budgetary basis expenditures of $438.8 million were $2.0 million less than the -
amended budget. The net budget savings is attributed .to (1) general budget cuts, (2)

- layoffs, and (3) furlough days.
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Capital Assets

The City’s capital assets, net of depreciation, totaled $1.12 billion as of June 30, 2010
compared to $1.08 billion as of June 30, 2009, an increase of $32.6 million or 3.0
percent. Governmental activities additions of $80.8 million in capital assets included
construction in progress and capitalization of infrastmcture, facilities and improvements,
and firmiture, machinery and equipment which met the City’s threshold for capitalization.

These additions were offset by retirements and depreciation, the net effect of which was:
an increase of $31.3 million in additions against capital assets for governmental activities.
Business activities, primarily the sewer fund, increased its capital assets by $6.9 million,
net of retirements and depreciation. See Note (7) for more details in capital assets.

"Construction Commitments

The City has committed to funding in the amount of $192.4 million to a number of
capital improvement projects for fiscal year 2011 through fiscal year 2012. This projects
include building and facilities improvements; parks and open space; sewers and storm
drains; streets and sidewalks constmction; technology enhancements and traffic
improvements. See note 18 for more details in constmction commitments. :

Debt Administration

At the end of the current fiscal yeér, the City’s debt limit (3.75 percent of property
valuation, net of exemptions subject to taxation) was $1,129.6 million. The total amount of
debt applicable to the debt limit was $366.2 million. The resulting legal debt margin was

$763.4 million.

Begitming April 2010, Moody’s Investors Services, Inc recalibrated its long-term U.S.
Municipal ratings to its global rating scale and also Fitch Rating recalibrated its U.S. Public
Finance rating to its global portfolio credit rating. The City of Oakland’s underlying
ratings after the recalibration for its general obligation bonds improved from last year; as of

June 30, 2010, the rating were as follows:

Standard and Poor's Corporation . AA-
Moody's Investors Services, Inc ' Aa?.
Fitch, JBCA, Inc AA-

Agendy bond ratings as of June 30, 2010 were as follows:

Standard &
Moody's Poors Fitch, JBCA
_Tax allocation bonds A2 . AA- - N/A

Housing set-aside revenue bonds A2 A+ A+
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As of June 30, 2010, the City had total lohg—lem@ obligations outstanding of $2.0 billion
compared to $1.99 billion outstanding for the prior fiscal year, an increase of 0.6 percent.
Of this amount, $366.2 million is general obligation bonds backed by the full faith and
credit of the City. The remaining $1.63 billion is compnsed of various long-term debt
instruments listed below including accruals of year-end estimates for olher long-term

liabilities.

Outstanding Debt
June 30, 2010
(In Thousands)

Governmental Business-Type
Activities Activities Totals
2010 2009 (1) 2010 2009 2010 2009
General obligation bonds $ 366248 & 317,188  § - 5 - § 366248 § 317,188
Tax allocation, Housing and Other bonds 488,900 505,765 - - 488,900 505,765
Certificate of participation 7,210 10,375 - - ‘ 7.210 10,375
Lease revenue bonds 270,670 296,985 . - 270,670 296,985
Pension obligation bonds 210,595 248,455 - - 210,595 248,455
Special assessment debt : :
with government
" commitments 8,298 5,645 - - §,298 5.645
Accreted interest on B
appreciarion bonds 172,971 148,580 - - 172,971 148.580
Sewer-bonds & )
notes payable - - 56,088 58,630 56.088 58,630
Less: deferred amounts ‘
Bond issuance premiums 26,846 28,691 2.239 2,357 29,085 31,048
Bond refunding less (26,396) (30,858) - - (26,396) (30.858)
Total Bonds Pavable 1,525,342 1,530,826 58,327 60,987 1,583,669 1,591,813
Notes & Leases payable 32,778 40,845 - - 32,778 40,845
Onher long-tenmn liabilities 383,176 355,569 - - 383,176 355,569
$ 1,988,227

Total Qutstanding Debt $ L9%41.296

$ 1,927,240 % 58327 § 60,987 $ 1,999,623

(1) The June 30, 2009 balances were restated to reflect the impact of prior years interest rate swap agreement per GASB No.

53.

The City’s overall total long-term obligations increased by $11.4 million compared to fiscal
year 2009. The net increase is primarily attributable to $67.6 million issuance of new debt

and the City debt pnincipal payments..
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Summary of New Debt:
Current Year Long-Term Debt Financing

Utility Underground Assessment District No. 2007-232, Piedmont Pines Phase I, 2010
Limited Obligation Improvement Bonds: On February 23, 2010, the City of Oakland (the
“City™) issued $3,148,483 of the above mentioned bond issue to finance the costs of the
under grounding of street lighting, electric power, telephone and other communication
lines of special benefit to the property with the Piedmont Pines District. The Bonds are
payable from ad valorem taxes, which is from the impaid assessments levied upon real

property within the District.

General Obligation Bonds, Series 20098, Measure DD: On July 22, 2009, the City of.
Qakland issued $64,545,000 of the above mentioned bond issue lo provide funds to
improve water quality, provide educational and recreational facilities for children, clean
up Lake Merritt, restore Oakland’s creeks, waterfront and Esluary, preserve and acquire
open space, renovate parks, and provide safe public spaces.

i
* Additional information on the City’s long-term debt obligations can be found in Note 12 to
the fmancial statements.

Economic Factors and Next Year’s Budgets and Tax Rates

The economic indicators highlighted below, among others and including labor union
contracts and concessions, were factored into the City’s budget formulation process as they
relate to revenue forecasting, program planning, and resource allocation for fiscal years

2011-12.

The current unprecedented state of the economy has had direct and significant impacts on
the City’s declining revenue base, The fiscal issues addressed in the budget were deep and
widespread, touching virtually every govemment service that Oakland provides. The City
had to address a $91 — 97 million annual General Purpose Find shortfall in FY 2009-11 (18
— 19 percent of the baseline budget) This was on top of the $42 million budget gap
balanced just in November 2008 and further adjustments made in May 2009 to avoid and
$8 million shortfall. As a result, the policy and management decisions requiréd by this
budget were among the most difficult ever faced by this City. In closing the funding gap
the City use a combination service reduction and union concessions, budget culs, hiring
freeze or position eliminations, firlough days and 2009 CalPERS two-year additional
service credit retirement incentive program (*“Golden Handshake™).

Sluggish growth is projected in fiscal years 2011-12 for the City’s major sensitive revenues
including property tax, sales tax, vehicle license fees, business license tax, real estate
~ transfer lax, and parking tax, due to uncertainties brought about by the continuing housing

recession, the increase in home foreclosures, and tightened lending policies. The remaining
areas, while impacted by overall economic performance, are driven by other factors, for
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example, franchise fee is typically more heavily impacted by rate changes than economic
growth,

On July 24, 2009, the State Legislature passed Assembly Bill (AB) 26 4x, which requires

~redevelopment agencies statewide to deposit a total of $2.05 billion of property tax
increment in county Supplemental Educational Revenue Augmentation Fimds (SERAF) to
be distributed to meet the State’s Proposition 98 obligations lo schools. The SERAF
revenue shift of $2.05 billion will be made over two years, $1.7 billion in fiscal year 2009-
2010 and $350 million in fiscal year 2010-2011. The Agency’s share of the revenue shift
was $41,074,866 in fiscal year 2009-2010. As of June 30, 2010, the Agency remaining
share of the SERAF paymenls is $8,497,000 and its due on May 10, 2011. Further
iformation regarding the City’s response and SERAF impact is contained in the
subsequent events footnote (18) to the basic fmancial statements.

The City of Oakland’s unemployment rale increased to 17.2% in June 2010 compared to an
average unemployment rate of 17.1% for July 2009.

The Bay Area’s consumer price' index for all urban consumers in June 2010 was 228.110
compared to the U.S. city average consumer price index- (CPI-U) for all urban consumers at

217.965 (Base period: 1982 - 84 = 100).

Estimated population for January 1, 2010 is 430,666 with an estimated total number of
households of 149,443, an average household size of 2.88 persons, and a per capita

personal income of $27,145.

CalPERS pension rales, and health care costs have been factored into the City’s Fiscal
Years 2011-12 budget and amending the municipal code to provide for a three (3) percent

surcharge on the City’s transient occupancy tax.

Requests for Information

This fmancial report is designed to provide a general overview of the City of Qakland’s
finances for all those with an interest in the City’s fiscal and economic atfairs. Requests for
additional financial information should be addressed to the Finance and Management
Agency, Accounting Division, City of Qakland, 150 Frank H. Ogawa Plaza, Suite 6353;

Qakland, California 94612-2093.
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City of Oakland
Statement of Net Assets
June 30, 2010
(i Thousands)

. Primary Government Component Unit

" "Governmental
. Acivities __ CAdlivities _Total __PortofQakland
ASSETS .
Cash and investments § 378.007 § 15472 § 396.479 hY 139.085
Receivables (net of allowance for-uncollectibles of
$5.520 for City and $3.220 for Pent):
Accrued interest 875 - 875 153
Propeny taxes 19.559 - 19.559 -
Accounts recejvable 58.959 8.635 67,594 27.689
Grants receivable 21.208 - . 21.208 -
Due from Pon 15.766 . - 15,766 -
Due from other governments 36 - 36 -
Inventories 902 - 902 -
Restricted assets:
Cash and investments 535.752 12.152 547,904 84418
Receivables - - - 2.557
Property held for resale 163,919 - 163919 -
Notes and loans receivable (net of allowance for
uncollectibles of $51,229 for the City) 311,616 - 311616 -
Other 92 - 92 56,150
Unamortized bond jssuance ¢osts 15,047 567 15.614 -
Nel pension asset 200,003 - 200,003 -
Capital assets:
Land and other assets not being depreciated 139,912 6.181 146,093 647,584
Facilities, infrastructures. and equipment,
net of depreciation 816.662 154,226 970.888 1.613.579
TOTAL ASSETS 2678315 200.233 2.878.548 2.571.215
LIABILITIES
Accounts pavable and other current liabilities 141,697 1.650 143,327 31,749
Accrued interest pavable 18,895 145 19,040 12.259
Due 1o other goveniments 12.086 - 12.086 -
Due to primary governmem - - - 15,766
Unearned revenue 5.017 282 5.299 119,149
Matured bonds and jnterest pavable 520 - 520 -
Other ’ 9,568 5 9.373 10317
Non-current liabilities:
Due within one vear 177.652 2,778 180,430 65,205
Due in more than one vear 1.763.644 55.549 1.816.193 1,425,784
TOTAL LIABILITIES 2.128.879 60,389 2.189.268 1.680.229
NET ASSETS (deficit)
Invested in capital assets, net of related debt 478,689 113,718 592.407 §79.258
Resiricted net assets;
Debt service 17,983 - 17,983 -
Pension 121,559 - 121.539 -
Urban redevelopment and housing 224,775 - 224,775 -
Other purposes 8,122 - 8.122 11,677
Unirestricted net assets (deficit) (301.692) 26.126 (275.566) 51
TOTAL NET ASSETS § 549436 § 139,844 $. 689,280 § 890986

Business-Type

The notes to the basic financial statements are an integral part of this statement.
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Cily of Qakland
Statement of Acliviles

For the Yaer Ended June 30, 2010

{in Thousands}

Eunctions/Proarams
Primnry government:
Governmental activities:
General govemment
Public safety
Life enrichment
Cammumnity and economic development
Public works
Interesi on long-tenm <ebit
TOTAL GOVERNMENTAL ACTIVITIES

.Business-rype activities:

Sewer

Parks and recreation
TOTAL BUSINESS-TYPE ACTIVITIES
TOTAL PRIMARY GOVERNMENT

Component unit:
Port of Gakland

Program Revenue__

Net (Expense) Ravenue and
Changes in Net Assets

Operating Capi‘l-sl
Charges for Granls and Granis and
Expenses Semvices _ _ Contribulions Contribullons
s 83295 s 24,382 3 972 -
411.333 14,900 17.491 -
119,254 8,118 34 994 -
222,226 4R.765 19 843 -
70.757 39,283 3887 -
73,713 - - -
980,600 135,458 97,177 -
26,809 39319 - -
520 286 - -
27419 39615 - .
$ 1,008,019 § 173073 % 97,177 -
s 137,947 $ 285225 § - 21,343

General revenues:

Property 1axcs

State taves:
Salos and usg taxes
Motor vehicle in-lieu tax
Gas (ax

Loeal laxes:
Busipess license
Utility consumptinn
Real estate transfes
Trapsient occupancy
Pasking,
Voter approved special 1ax
Franchise

Interest and investment income

Cther

Translers

TOTAL GENERAL REVENUES AND TRANSFERS

Chanpes in net assels

Net Assets - Beginning. as originally reperied
Adoption of Gevernmental Accoimting, Standards Beard Statement No, 53

Net Assets - Beginning. as restated
NET ASSETS - ENDING

The notes to the basic financial slatements are an intzpral pan of this slatement,
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Primary Goveinment

Component Unit_

Governmental .Business-type Port
___Activhles Activities Total of Cakland
s {57.941) $ - (57,941)

(378,942) - (378 941}
(76.142) - {76.142)
(133.618) . ([33.64R)
(27 587} - (27,537
(73,733) - (73,735)
(747,965} - {747,965
- 12,430 12.430
- (234) (234)
. 12,156 12,196
{747,965) 2196 (735,769)
(35,379)
346,859 - 346,859 .
45,503 . 45,503 .
1251 - 1.251 .
10,991 - 10 991 -
54141 - 54341 -
51,107 - 51.107 -
Tt 36971 - 36,970 -
10.DRS - 10,085 -
11,885 - 13,885 -
35.228 - 35228 -
14,655 - 14,655 -
10,894 13 11,007 %615
SRATM - 58374 24.524
VAGY (1,363) - -
(91,407 (1,350) 690,057 33,159
{56.558) 10 244 45712} 1,780
624,976 128,998 753,974 89,206
18,982 - (18,982) -
605,994 128,998 734,992 . BR9.206
g 549,436 5 139,844 689,280 R90,946




CITY OF OAKLAND

Balance Sheet

Govermmmental Funds

June 30, 2010
(In Thousands)

ASSETS
Cash and investments
Receivables (nel of aliowance
for uncollectibles of $3.580):
Acgrued interest
Property taxes
Accounts receivable
Grants receivable -
Due from component unit
Dut from other funds
Due from other povernment
Notes and loans receivable (ner
of allowance for uncollecobles of $51.229)
Restricted cash and investments
Property held for resale
Other
TOTAL ASSETS

LIABILITIES AND FUND BALANCES
Liabilities
Accounts pavable and accrued liabilines
Due 10 other funds
Due to other povermments
Defened revenus
Manned bonds and interest pavable
Crher
TOTAL LIABILITIES

Fund balances
Reserved:
Encumbrances
Debt service
Properiy held for resale
Capital projects
Pension oblipations
Unreserved reported in:
General fund
Special revenae funds
Capital projects funds
TOTAL FUND BALANCES .
TOTAL LIABILITIES AND FUND BALANCES

Cakland

Federal/State Redeveiopment

Genesal Grant Fund  Apency
£114.060 5 7033 § 220598
165 12 653
10,241 1,744 .
43016 1.394 2,440
- 15,597 .
15,766 - -
66,048 158 13,842

- - 36 .
8,399 116,51¢ 156038
121.565 8116 192,471
- - 163,919
35 - 32
$379.295 $150.564 $ 750329
5119206 § 91632 LR

§.784 3,441 11
290 257 1

17,411 115812 172212
554 993 598
146.245 129.666 198.622
1,195 47705 20,105
2177 - 4,467
- - 163.919
- - 363216
100,000 - -
129678 - -
- (26.807) -
233.050 20.898 551.707
3379295 £ 150,563 $ 750329

The notes to tbe basic financial statemnents are zn integral part of this statemem.
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Municipal Other Total
Cepital Governmental Govemmental
Improvement Funds Funds
s - $ 35350 § 377341
- 45 B75
- 7,574 19.55%
Fi 12,069 58.921
5.611 21,208
- - 15.766
383 1.316 81,747
- - 36
- 30.669 311,616
94,159 118.624 534,935
- - 163,919
- 25 62
$ 92544 $ 211.283 £1.586.015
§ 1024 T 7660 T 140264
5.044 7820 36,215
- 64 12.086
- 37.74% 343183
520 - 520
1.187 6.036 9.368
7.773 59.328 541.636
20,718 13.576 103.299
445 127528 154,617
- - 163.919
- - 363,216
- - 100.000
- - 129678
- 10321 (16.486)
£5.606 530 66.136
£6.769 151,955 1.044 379
S 94544 $ 211.2853 51.586.015




City of Oakland
Reconciliation of the Governmental Funds Balance Sheet to the Statement of Net Assets
for Governmental Activities .
June 30, 2010
(In Thousands)

Fund balances - total governmental funds $ 1,044379
Armounts reported for governmental activities in the statement of net assets are different due to the
following:
Capital assets used in governmental activities are not a fmancial resource; therefore, are not
reported in the funds.
Prirnary government capital assets, net of depreciation 3 856,574
Less: internal service funds’' capital assets, net of depreciation (14,471) 942,103
Bond issuance costs are expended in the governmental funds when paid and are capitalized and
arnortized over the life of the corresponding bonds for the purposes of the governmental
activities on the statement of net asseis, ) 15,047
Net pension asset is recognized in the statement of net assets as an asset; however, it is not
considered a financial resource and, therefore, is not reported on the balance sheet of
governmental funds. 200,003
Interest on long-term debt is not accrued in the funds, but rather is recognized as an expenditure
when due. ' g
Interest payable on long-term debt for primary government $ (18,895)
Add: Interest payable on long-term debt for internal service fund 60 (18.835)
Because the focus of governmental funds is on short-terrn financing, some assets will not be
available to pay for current period expenditures. Those assets are offset by deferred revenue in
the governmental funds, ’ 338,166
Long-term liabilities, including bonds pavable, are not due and pavable in the current period;
- therefore, are not reported in the governmental funds. :
Long-termi tiabilities 5 {1,941,296)

Less: long-term liabilities for internal service funds 5.302 {1,935,994)

Internal service funds are used by the City to charge the costs of providing supplies and services,
fleet and facilities management, and use of radio and communication equiprnent to individual
funds. Assets and tiabilities of internal service funds are inctuded in governmental activities in
the statement of net assets, (35,433)

NET ASSETS OF GOVERNMENTAL ACTIVITIES § 549436

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

Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds

For the Year Ended June 30, 2010

{In Thousands)

REVENUES
Taxes'
Property
State mies.
Sales and uge tax
Moto! vehicle in-liew mx
Gas 1ax
L ocai tanes.
Business license
Utiliny consumprion
Real! estate ransfer
Transieni nccupancy
Parking
Vater appreved special tax
Franchise
Licenses and permiis
Fines and penaliies
Intetest end investmens income
., Chuges for services
Other intergovemmental revenues
Federa! and state prants and subvennons
Annuity income
Orher
TOTAL REVENUES
EXPENDITURES
Current
Elecied and Appointed Officials:
Mayor
Council
City Administrator
City Anomey
Ciy Auditor
Cipy Clerk
A pentiesDepanments:
Hurmaa Résource Management
Information Technology
Financial Senvices
Contracting and Purchasing
Palice Services
Fire Senvices
Life Enrichment
Parks and Recreation
Library
Cultural Arts and Museum
Aging & Health and Human Senvices
Community and Econemic Development
Public Works
Other
Capital outlay
Debt service:
Principsl repsyment
Bond issuance costs
Interest charges
TOTAL EXPENDITURES
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES
OTHER FENANCING SOURCES (USES)
Issuance of deb:
Premiums on issuance of bonds
Property sale proteeds
Insurance ¢laims and senlemenis
Transfers in
Transfers out
TOTAL OTHER FINANCING SOURCES (USES)
NET CHANGE IN FUND BALANCES
Fund balances - bepinning
FUND BALANCES - ENDING

The notes w the basit financial statemen:s are &n intepral pan of this statement
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Oakland

Federsl/Siate Redevelopmeni

General Grant Fund ___Apenty
3 194591 3 - MIFEX
35877 - .
1,251 - -
- 3,867 -

54138 - .

51,007 -

3697} -

8578 - -

7523 - -
- 13,118 -
14419 236 -
24 - -

1218 02 -

2,107 49§ 2,074

60,578 &l E.3ES

1,927 £5.644 -

P3252 - -

5012 1415
319,243 106.641

1.7% - -

3.000 -

1.0 250 -

£.002 3 -

1,344 14 -

1283 - -

4,229 - -

6132 3

25283 296 -

2100 - -
191,058 10351 -

09329 2344 -

15108 247

2005 11.595 -

5829 - -

5.269 33582 -

4.8a7 23564 147,796

32144 2738 .

5785 - 656

890 17.472 -

1,499 335 16865

511 - -

2.507 099 25.252

437116 100315 193.569
g2.127 2,326 64.43]

5013 - -

1641 -

6.602 - -
{99282} - -
(56.026) - -

(3.899) 2326 (64,431
236.549 18572 616,132

§_233.050 §__ 20,598 $551.767

Municipal Other
Capital Govermnmmental

Imprpv#ment Funds
1 § 40082
9.626

7124

- 3

- 1.507

- 6362

- 22110

- 11,400

- 3200

495 £.23]

- 45116

- £279

507 4,782
1,002 178.087

- )

- 1.574

- 3.74]

. 5,447

- ¥l

- 243

- 140

I 997

- 995

hd 16938

- 9910

47 4,857

- 327

- 317

- 205290

2.513 48,785
n 22.040

598 1.289
16.258 26,613
436 B3.637
1047 -
19 37.620
21,122 286,849
30,120 (108.762)
67.693 -
908 -

- 99 507
(3.74%) {1.698)
64.856 53.10%
44.736 {10.653)
42,033 162,608
£586.769 531,955

il

Tota!
Govemmental

_Funds __

3 349084

45503
1.251
1099}

54,141
51,107
36.971
10.085
13,885
25,228
14,655
12124
31220
11.495
51280
45116
9§50
13,232
15552

936,111

2,271
4574
11,035
13,512
1.431
2.687

2,368
9.i37
26.574
300
218129
1ii 563

20259
20927
6.146
59.44]
227.505
57133
B.328
61,233

105742
1.558
69.097
1.044.97i

(105.360)

67.693

903

5013

1,641

106,409
104.725)

76.939

31.921

1.076.300

$1.044379



City of Oakland

Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balances of Governmenlal Funds to the -

Statement of Activities of Governmental Activities
For the Year Ended June 30, 2010
(In Thousands)

Net changes on fair market value of interest swap agreements

The net income of activities of internal service funds is reported with govemmemal activities

CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES

t

The notes to the basic financial statements are an integral part of this statement,
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Net change in fund balances - total govemnmental funds $ (31.921)
Amounts reported for povernmental activities in the staternent of activities are different due to the
fotlowing:
Govemnmen: funds report capital outlays as expenditures. However, in the statement of activitics
the cost of those assets is allocated over their estimated useful lives and reported as depreciation
expense. This is the amount by which capital outlay and other capital transactions exceeds
depreciation in the current period.
Primary government:
Capital asset acquisition £ 80.83.]
Retirement of capital assets (5.537)
Depreciation (49,561)
Less: net changes of capital assets within intemal service funds 3.379 29,115
Revenues in the statement of activities that do not provide current financial resources are not
reponed as revenues in the funds. Also, loans made 1o developers and others are treated as urban
redevelopment and housing expendinures at the time the loans are made and are reported as
revenues when the loans are collected in the funds. This represents the change in the deferred
amounts during the current period..
Change in deferred revenue b3 (20,196)
New notes and loans 23,641 3,445
Some expenses such as claims, workers compensation, and vacation and sick leave reported in
the statement of activities do not require the use of current financial resources: therefore are not .
reported as an expenditure in the governmental fiinds. 8.248
Changes to the net pension assets, as reponed in the statement of activities, do net require the
use of current financial resources and therefore are not reported as expendimres in the
governmental fimds. (43.791)
Bond issuance costs are expended in the governmental funds when paid, and are deferred and
amortized over the life of the corresponding life of the bonds for purposes of the statemen] of net
assets. This is the amount by which current year amortization expense exceeded bond issuance
costs in the current period. (1,023)
The issuance of long-term debt provides current financial resources to governmental funds,
while the repasment of the principal of long-term: debt and the advance refunding of debt
consume the current financing sources of the govemmentai funds. These transactions. however
have no effect on net assets. This is the amount by which principal retirement and payment to
escrow agent exceeded bond proceeds in dhe current period.

‘Debt and capital lease principal payments s 105,742

Issuance of bonds and notes . (67.693)

Premium and discounts on bonds (508) 37.14]
Amortization of bond premiums and discounts 2,753
Amortization of refimding loss (4.462)
Additional accrued and accreted inzeresi calculated on bonds and notes payable (24,443)
Principal payments of Coliseum Authority pledge obligation 3,350
Net changes in mandated environmental remediation obligation 1.375
Net changes on post employment benefits other than pension benefits (OPEB) (40,479)

(101)

47235
S (56.558)



CITY OF OAKLAND
Statement of Fund Nét Assets
Proprietary Funds

June 30,2010
{in Thousands)

The notes 1o the basic fimancial statements are an integral part of this statement.
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Governmental
Business-type Activities - Enterprise Funds Activilies
Nonmajor Fund Internal
Sewer Parks and Service
_ Service Recreation Total Funds
ASSETS
Current Assets: .
Cash and investments $ 16,780 $ 1,692 $ 18472 $ 666
Accounts receivables (net of uncollectibles of $1,608 and $332)
for the enterprise funds and internal service funds. respectively} 8,633 2 8635 38

Due from odier funds - - - 66

Inventories - - - 02

Restricted cash and investments 11.638 514 12.152 817
Total Currem Assets 37,051 2.208 35.259 2,489
Noen-current Assels:

Capital assets:

Land and other assels not being depreciated 5.963 218 6,181 310
Facilities, equipment and infrastructure, net of depreciation 151.038 3.188 154.226 14.161

Total capital assets 157,001 3,406 160.407 14,471

Unamortized bond 1ssuance costs 567 - 567 i -
Total Non-current Asses 157.568 3.406 160.974 14.47}
TOTAL ASSETS 194 619 5.614 200233 16.960
LIABILITIES

* Current Liabilities:

Accounts payable ang accrued liabilities 1,629 1 1,630 1.433

Acerued interest payable 145 - 145 60

Due 1o other fimds - - - 45.598

Uneamned revenue 282 - 282 -

Other liabitities 5 - 5 -

Bonds, notes pavable, and capital leases 2.778 - 2.778 1.610
Total Current Liabilities 4.83% 1 4.840 48.701
Non-Curren? Liabilities:

Bends, notes payable, and capital leases _ 55.34% - __35.354% 3692
Total Non-current Liabilities 55.549 - 55.549 3692
TOTAL LIABILITIES 60,388 1 60,389 52.393
NET ASSETS (DEFICIT)

Invested in capital assets. net of related debt 110,312 3,406 113,718 10.103

Unrestricted (deficit) 23,919 2207 26,126 {45,536)
TOTAL NET ASSETS (DEFICIT) $ 134 231 $ 5613 $139 844 $ (35,433)



CITY OF OAKLAND
Statement of Revenues, Expenses and Changes in Fund Net Assets
Proprietary Funds
For the Year Ended June 30, 2010
{in Thousands)

Governmental

Business-type Activities Enterprise Funds Activities

Nonmajor Fund Intermal

Sewer Parks and Service

Service Recreation Total Funds
OPERATING REVENUES
Rental $ - § 286 S 286 3. -
Sewer services 39.329 - 39,329 -
Charges for services - - - 49527
Other _ : - - - 156
TOTAL OPERATING REVENUES 39.329 286 39.615 49.683
OPERATING EXPENSES
Personnel 10,199 93 10,292 18.644
Supplies 526 - 326 5,729
Depreciation and amortization 4,535 292 4,827 3922
Contractual services and supplies 1,368 100 1.468 702
Repairs and maintenance 49 - 49 ’ 2.660
General and administrative * 4,347 12 4359 5,298
Rental 872 23 895 1,888
Other 2254 - 2.254 6.098
TOTAL OPERATING EXPENSES - 24,150 520 24 670 44 941
OPERATING INCOME (LOSS) 15.179 (234) 14.945 4.742
NON-OPERATING REVENUES (EXPENSES)

Interest and investmen! income (loss) 108 3 113 (146)
Interest expense (2,749) - (2.749) (296)
Other, net - - - 156
TOTAL NON-OPERATING REVENUES (EXPENSES) (2.641) 3 (2.636) (286)
" INCOME (LOSS) BEFORE TRANSFERS 12,538 (229) 12,309 4,456
Transfers out (1.463) : (1.463) (221)
TOTAL TRANSFERS (L463) - (L463) (221)
Change in net assets (deficit) 11.075 (229) 10,846 4235
Net Assets (deficit) - Beginning 123,156 5,842 128.998 (39.668)
NET ASSETS (DEFICIT) - ENDING S 134.231 S 5613 $ 139,844 $ (35.433)

The notes to the basic financial statements are an integral part of this statement.
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CITY OF OAKLAND
Statement of Cash Flows

Proprietary Funds

For the Year Ended June 30, 2010
(/n Thousands)

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from customers
Cash received from tenams for rems
Cash frorn ether spurces
Cash paid 10 ermplovees
Cash paid 10 suppliers
NET CASH PROVIDED BY CPERATING ACTIVITIES

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Proceeds from interfund loans
Repayment of imerfund loans .
Cther, net (settlements. sales of property, reatal)
Transfers out

NET CASH USED IN NONCAPITAL FINANCING ACTIVITIES

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Acquisition of capital asscts
Long-termdebt:
Repay ment of long-term debt
Interest paid on long-term debt
NET CASH USED IN CAPITAL AND RELATED FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Interest income

NET CASH PROVIDED BY (USEL IN) INVESTING ACTIVITIES

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
CASH AND CaSH EQUIVALENTS - BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS - END OF YEAR

RECOXNCILIATION OF QPERATING INCOME (LOSS) TO NET CASH
PROVIDED BY OPERATING ACTIVITIES
Cperating income (loss)

ADJUSTMENTS TC RECONCILE OPERATING INCOME (LOSS) TO
NET CASH PROVIDED BY CPERATING ACTIVITIES
Drepreciation and amortization
Retirerent of capital asseis
Changes in assets and liabilities:
Receivables
Inveniones
Due from other funds
Accounts payable and accrued liabilities
NET CASHPROVIDED BY OPERATING ACTIVITIES

RECONCILIATION OF CASH AND CASH EQUIVALENTS TC THE

STATEMENT OF NET ASSETS
Casb and investments
Restricted cash and investments
TOTAL CASH AND CASH EQUIVALENTS

NON CASH ITEMS:
Amaortization of bond premiums
Amortization of bond cost of issuance

The nozes 1o the basic financial staternents are an mtegral part of this statement.

Governmenial
Business-type Activities - Emerprise Funds L Adivities
Nonmajor Fund {nternal
Sewer Parks and Service
Service Recreation Total Funds
33905 g 3 $ 35.154 3 45,636
- 286 286 -
- . - 156
(10.195) (93) (10.292) (15.642)
{8.672) (134 (8.,506) (22.070)
20,280 62 20,342 9,058
- - - 63
- - - (5.250)
- - - 156
(1,463) - (1.463) (220
(1.463) - {1,463) {5.252)
(11,247) (474) {11.721) (553)
(2.542) - (2.542) (2,510)
(2,837) - {2.8379) (296)
(16.626) {474) {17,100) (3.359)
108 5 113 (146)
108 5 113 {146)
2,259 (407) 1.892 34
26.119 2613 28.732 1,142
$ 28418 $- 2206 $ 3062 5 1,483
s 15179 s (234) $ 14645 $ 4,742
4,333 292 4827 3,822
- - - 10
(178) (175) 102
- - 29
- - - 2
744 1 745 295
S 20280 s 62 § 20,342 $ 5.098
5 15,780 s 1,692 % 18472 5 6566
11,635 514 12,152 B17
5 25418 § 2,206 § 30624 5 1,483
$  (18) s - s (118) 5 .
30 - 30 -
5 (85) B - 5 . (88) 3 -



CITY OF OAKLAND

Stateruent of Fiduciary Net Assets

Fiduciary Funds

June 30, 2010
{In Thousands)

ASSETS

Cash and investments
Receivables: '
Accrued interest and dividends
Accounts receivable
Investments
Restricted:
Cash and investments:
Short-term investments
U.S. govemment bonds

U.S. Corporate bonds and mutual funds
Domestic equities and mutual funds
International equities and mutual funds

Real estate mortgage loans

Total restricted cash and investments

Securities jending collateral
TOTAL ASSETS

LIABILITIES

Accounts payable and accrued labilities

Securities lending collateral
TOTAL LLABILITIES

NET ASSETS
Net assets held in trust

Private

Pension Purpose
Trust Trust

Funds Funds

S 2,846 3 8.569

698

L) on

5,624 -

7,360 -
21,072 ;
71,034 -
148,688 -

42 890 -
42 - -
291,086 -

16,715 -

316,969 8.578

6.839 365
16,715 -

- 23,554 365

$ 293.415 ¥ 8.213

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

Statement of Changes in Fiduciary Net Assets

Fiduciary Funds

For the Year Ended June 30, 2010

{/n Thousands)

Private
Pension FPurpose
. Trust Trust
_Funds . Funds
ADDITIONS:
Contributions:

Member contributions S 7 S -
Total contributions 7 -
Trust receipts - 478
Investment income:

Net appreciation in fair value of investments 36,766 -

Interest 3,840 25

Dividends 4,923 -

Securities lending 169 N
TOTAL INVESTMENT INCOME (L.OSS) 45,698 25
Less investment expenses:

Investment expenses (1,5753) -

Borrowers rebates and other agent fees on securities lending transactions {63) -
Total investment expenses (L436) -
NET INVESTMENT INCOME (L.OSS) 44,262 25

Other income 93 2.653

TOTAL ADDITIONS (DEDUCTIONS) 44362 3.156
DEDUCTIONS:
Bene fits 1o members and beneficiaries:
Retirement 42,546 -
Disability 25,506 -
Death 2.287 -
TOTAL BENEFITS TO MEMBERS AND BENEFICIARIES 70,339 -
Administrative expenses 1,209 137
CEDA - 134
Other - 2,631
Police services Co- 142
TOTAL DEDUCTIONS 71,548 3,044

Change in net assets (27.186) 112
NET ASSETS - BEGINNING 320,601 8.101
NET ASSETS - ENDING $ 295415 ) g213

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

Notes to Basic Fi_nancial Statements
Year Ended June 30, 20710

(1)

ORGANIZATION AND DEFINITION OF REPORTING ENTITY

The City of Oakland, Califomnia, (the City or Primary Govemment) was incorporated on
May 25, 1854, by the State of Califomia and is organized and exists under and pursuant to
the provisions of State law. The Mayor/Council form of govemment was established in
November 1998 through Charter amendment. The legislative authority is vested in the Cily
Council and the executive authority is vested in the Mayor with administrative authom)r

resting with the City Administrator.

The accompanying financial statements present the City and its component units, entities
for which the City is considered to be financially accountable. Blended component units,
although legally separate entities, are, in substance, part of the City’s operations and are
combined with the data of the Primary Govemment within the governmental activities
column in the govemment-wide financial statements and governmental funds in the fund
financial statements. The Port of Oakland (Port) is the City’s discretely presented
component unit and is reported in a separate column in the govemment-wide fmancial
statements to emphasize it possesses characteristics that it is legally separate trom the City.
Although the Port has a significant relationship with the City, it is fiscally independent and
does not provide services solely to the City and, therefore, is presented discretely.

Blended Component Units

The Redevelopment Agency of the City of Oakland (Agency) was activated on October 11,
1956, for the purpose of redeveloping certain areas of the City designated as project areas.
Its principal activities are acquiring'real property for the purpose of removing or preventing
blight, constructing improvements thereon, and rehabilitating and restoning existing
properties. The Oaidand City Council serves as the Board of the Agency. The Agency’s

funds are reported as a major governmental fund.

The Civic Improvement Corporation (Corporation) was created to provide a lease financing
arrangement for the City. The Oakland City Conncil serves as the goveming body for the
Corporation. The Corporation’s activities are reported in other governmental funds.

The Oakland Joint Powers Financing Authority (JPFA) was formed to assist in the
financing of public capital improvements. JPFA is-a'joint exercise agency organized under
the laws of the State of Califomia and is composed of the City and the Agency. The
Oakland City Council serves as the goveming board for JPFA. JPFA transactions are
reported in other governmental funds. Related debt is included in the long-term obligations
of the City in the govemmental activities column of 1he govemment-wide statement of net

assets.
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CITY OF OAKLAND

Notes to Basic Financial Statements, (continued)
Year Ended June 30, 2010

Discretely Presented Component Unit

The Port is a legally separate. component unit established in 1927 by the City. Operations
include the QOakland International Airport and the Port of Oakland Marine Terminal
.Facilities. All interfund transactions have been eliminated.” The Port is- governed by a
seven-member Board of Port Commissioners (the Board) that is appointed by the City
Council, upon nomination by the Mayor. The Board appoints an Executive Director to
administer operations. The Port prepares and controls its own budget, administers and
controls its fiscal activities, and is responsible for all Port construction and operations. The
Port is required by City charter to deposit its operating revenues in the City Treasury. The
City is responsible for investing and managing such fiinds. The Port is presented in a
separate column in the govemment-wide financial statements.

Complete financial statements of the individual component units may be obtained from:

Finance and Management Agency, Accounting Division
City of Oakland
150 Frank H. Ogawa Plaza, Suite 6353

* Qakland, CA 94612-2093

In accordance with ,Governmental Accounting Standards Board Statement No. 39,
Determining Whether Certain Organizations Are Component Units, the City evaluated
potential component units and detérmined that none of the remaimng potential component
units were individually significant to the City’s reporting entity.
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' CITY OF OAKLAND
Notes to Basic Financial Statements, (continued)
Year Ended June 30, 2010

(2)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Government-wide and Fund Financial Statements

The govemment-wide financial statements (the statement of net assets and the statement of
activities) report information on all of the non-fiduciary activities of the City and its
component units. The effect of inter-fund activity has been removed from these statements
except for interfund services provided among funds. Governmental aciivities, which are
normally supported by taxes and intergovernmental revenues, are reported separately from
business-type activities, which rely to a significant extent on fees and charges for support.
Likewise, the Primary Govemment is reported separately from its discretely presented
component units and legally. separate entities for which the Primary Govemment is

financially accoimtable.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those that are .
clearly identifiable with a specific function or segment. Program revenues include (1)
charges to customers or applicants who purchase, use or directly benefit from goods,
services, or privileges provided by a given function or segment; and (2) grants and
contributions that are restricted to meeting the operational or capital requirements of a
particular function or segment. Taxes and other items not properly included among

program revenues are reported as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and
fiduciary funds, even though the latter is excluded from the govemment-wide financial
statements. Major individual governmental funds and a major individual enterprise fimd are
reported as separate columns in the fund fmancial statements. '

Measurement Focus, Basis of Accounting, and Financial Statement
Presentation

The govemment-wide financial statements are reported using the ecomomic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund and

fiduciary fund financial statements. Revenues are recorded when earned and expenses are

recorded when a liability is incurred, regardless of the timing of related cash flows.
Property taxes are recognized as revenues in the year for which they are levied. Grants and
similar items are recognized as revenues as soon as all eligibility requirements have been

- met.

Governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized
as soon as they are both measurable and available. Revenues are considered to be available
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CITY OF OAKLAND

Notes to Basic Financial Statements, {continued)
Year Ended June 30, 2010

when they ‘are collected within the current period or soon enough thereafter to pay
liabilities of the current period. The City considers property tax revenues to be available for
the year levied and if they are collected within 60 days of the end of the current fiscal
period. All other revenues are considered to be available if they are collected within 120
~ days of the end of the current fiscal period. Expenditures are recorded when a liability is
incurred, as under accmal accotmting. However, debt service expenditures, as well as
expenditures related to compensated absences and claims and judgments, are recorded only

when payment is due.

Property taxes, state and local taxes, grants, licenses, charges for services, and interest and
investment income associated with the current fiscal period are all considered to be
susceptible to acemal and so have been recognized as revenues of the clurent fiscal period.
Special assessments are recorded as revenues and receivables to the extent installments are
considered current. The estiinated installments receivable not considered available, as
defined above, are recorded as receivables and offset by deferred revenue. All other

revenues are reported on a cash basis.

- Propenty Taxes

The Coimty of Alameda is responsible for assessing, collecting and distributing property
taxes in accordance with enabling state law, and for remitting such amounts, to the City.
Property taxes are assessed and levied as of July 1 on all taxable property located in the
City, and result in a lien on real property. Property taxes are then due in two equal
installments; the first on November 1 and the second on Febmary 1 of the following
calendar year, and are delinquent after December 10 and April 10, respectively. General
property taxes are limited to a flat 1% rate applied to the 1975-76 full value of the property,
or 1% of the sales price of the property or of the constmction value added after the 1975-76
valuation. Assessed values on properties (exclusive of increases related to sales and-
constmction) can rise a maximum of 2% per year. Taxes were levied at the maximum 1%
rate during the year ended June 30, 2010.

Proposition- 1A Borrowing by the State of California: Under the provisions of

Proposition 1A and as part of the 2009-10 budget package passed by the Califomia state

legislature on July 28, 2009, the State of Califomia borrowed 8% of the amount of property

tax revenue, including those property taxes associated with the in-iieu motor vehicle license

fee, the triple flip in lieu sales tax, and supplemental property tax, apportioned to cities,

counties and special districts {excluding redevelopment agencies). The state is required to
repay this borrowing plus interest by June 30, 2013. Afier repayment of this initial

borrowing, the Califomia legislature may consider only one additional borrowing within a

ten-year period. The amoimt of this borrowing pertaining to the City was $11,217,005.

Authorized with the 2009-10 State budget package, the Proposition 1A Securitization
Program was instituted by the Califorma Statewide Communities Development Authority

]
34



CITY OF OAKLAND

Notes to Basic Financial Statements, (continued)

Year Ended June 30, 2010

(“California Communities”), a joint powers authority sponsored by the Califomia State
Association of Counties and the League of California Cities, to enable local governments to
sell their Proposition 1A receivables to Califomia Communities. Under the Securitization
Program, Califomia Communities simultaneously purchased the Proposition 1A
receivables and issued-bonds (“Prop 1A Bonds”) to provide local agencies with cash
proceeds in two equal installments, on January 15, 2010 and May 3, 2010. The purchase
price paid to the local agencies equaled 100% ofithe amount ofi the property tax reduction.
All transaction costs of issuance and interest were paid by the State of Califomia,
Participating local agencies have no obligation on the bonds and no credit exposure to the
State. The City participated in the securitization program and accordingly property taxes
have been recorded in the same manner as if.the State had not exercised its rights under
Proposition 1A. The receivable sale proceeds were equal to the book value and, as a result

no gain or loss was recorded.
The City reports the following major governmental funds:

The General Fund is the City’s primary operating fund. It accounts for all financial
activities and resources of the general govemment except those required to be
accounted for in another fimd. These activities are funded principally by property
taxes, sales and use taxes, business, utility and real estate transfer taxes, interest and

investment income, and charges for services.

The Federal/State Grant Fund accounts for various Federal and State grants used
or expended for a specific purpose, activity or program.

The QOakland Redevelopment Agency Fund accounts for federal grants, land
sales, rents and other revenues relating to redevelopment projects. Expenditures are
comprised of land acquisitions and improvements and all other costs inherent to

redevelopment activities.

The Municipal Capital Improvement Fund accounts primarily for monies
. pertaining to the Museum and the Scotlan Convention Center financings. This fund
may be used for the lease, acquisition, constmetion or other improvements of public

facilities.
The City reports the following major enterprise fund:

The Sewer Service Fund accounts for the sewer service charges received by the
City based on the use of water by East Bay Municipal Utility District customers
residing in the City. The proceeds from the sewer charges are used for the
construction and maintenance of sanitary sewers and storm drains and the

administrative costs of the program.
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Additionally, the City reports the following fimd types:

The Internal Service Funds account for the purchase of automotive and rolling
equipment; radio and other communication equipment; the repair and maintenance
. of City facilities; acquisition, maintenance and provision of reproduction equipment
and services; acquisition of inventory provided to vanous City departments on a
cost reimbursement basis; and procurement of materials, supplies and services for

City departments.

The Pension Trust Funds account for closed benefit plans that cover imiformed
employees hired pror to July 1976 and non-uniformed employees hired prior to

September 1970. ‘

Private Purpose Trust Funds: ((a) Pnvate Purpose Tmst Fund accounts for the
operations of the Youth Opportunity Program and certain gifis that are not related to
Agency projects or parks, recreation and cultural activities and (b) The -Private
Pension Tmst Fund accoimts for employee deferred compensation fund.

Private-sector standards of accounting and financial reporting issued prior to December 1,
1989, are followed in both the business-type activities in the govenmient-wide and the
proprietary fund financial statements to the extent that those standards do not conflict with
or contradict guidance of the Governmental Accounting Standards Board. The City also has
the option of following subsequent private-sector guidance for their business-type activities
and enterprise funds, subject to the same limitation. The City has elected not to follow

subsequent private-sector guidance,

Charges between the City and the Port are not eliminated because the elimination of these
charges would distort the direct costs and revenues reported.

Proprietary finds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services in connection
with the fund’s principal ongoing operations. The principal operating revenues of the City’s
enterprise and intemal service funds are charges for customer services including: sewers,
golf courses, vehicle acquisition and maintenance, radio and telecommunication support
charges, charges for facilities maintenance, and reproduction services. Operating expenses
for enterprise funds and intemal service fimds include the cost of services, administrative
expenses, and depreciation on capital assets. All other revenues and expenses not meeting
this definition are reported as nonoperating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the City’s policy
to use restricted resources first, then unrestricted resources as they are needed. .
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Cash and Investments

" The City follows the practice of pooling cash of all operating finds for investment, except
for the Oakland Redevelopment Agency Fund, and funds held by outside custodians.
Investments are generally carried at fair value. Money market investments (such as short-
term, highly liquid debt instruments including commercial paper, banker’s acceptances,

U.S. Treasury and agency obligations) that have a remaining maturity at the time of
purchase of one year or less, and participating interest-earning investment contracts (such
as negotiable certificates of deposit, repurchase agreements and guaranteed or bank
investment contracts) are carried at amortized cost. Changes in fair value of investments
are recognized as a component of interest and investment income.

Proceeds from debt and other cash and investments held by fiscal agents By agreement are
classified as restricted assets.

Income earmned or losses arising from the investment of pooled cash are allocated on a .
monthly basis to the participating fimds and component units based on their proportionate

share of the average daily cash balance.

Short-term investments are reported at cost, which approximates fair value. Secunties
traded on national or intemational exchanges are valued at the last reported sales price at
current exchange rates. Mortgages are reported based on the remaining principal balances
which approximate the value of future principal and interest payments discounted at
prevailing interest rates for similar instruments. The fair value of real estate investments is
based on prices in a competitive market as determined by a specialist.

For purposes of the statement of cash flows, the City considers- all highly liqud
investments with a maturity of three months or less when purchased to be cash equivalents.
The proprietary fimds’ investments in the City’s cash and investment pool are, in
substance, demand deposits and are therefore considered to be cash equivalents.

Due From/Due To Other Funds and Intemal Balances

During the course of operations, numerous transactions and borrowings occur between
individual fuinds for goods provided or services rendered and fimds that have overdrawn
their share of pooled cash and inter-fimd loans. In the fund financial statements, these
receivables and payables are classified as “due from other funds™ and “due to other fimds®,
respectively. In the govemment-wide financial statements, these receivables and payables
are eliminated within the governmental activities and business-type activities columns. Net
receivables and payables between the governmental actlvltles and business-type activities

are classified as internal balances.
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Interest Rate Swap Agreement

The City entered into an interest rate swap agreement to modify the interest rate on
outstanding debt. Refer to Note 12 for additional information.

Inter-fund Transfers

In the fimd financial statements, inter-fiind transfers are recorded as transfers infout except
for certain types of transactions that are described below:

Charges for services are recorded as revenues of the performing fund and
expenditures of the requesting fund. Unbilled costs are recognized as an asset of the
performing fund and a liability of the requesting fund at the end of the fiscal year.

Reimbursements for expenditures, initially made by one fund that are properly
applicable to another fund, are recorded as expenditures in the reimbursing fimd and
as a reduction of expenditures in the fimd that is reimbursed. Reimbursements are
eliminated for purposes of govemment-wide reporting.

‘

Bond Issuance Costs and Discounts/Premiums

In the govemment-wide financial statements and in the proprietary fimd financial
statements, long-term debt and other long-term obligations are reported as liabilities in the
applicable governmental activities, business-type activities, or proprietary fund statement
of net assets. Bond premiums and discounts, as well as issuance costs, are deferred and
amortized over the life of the bonds using the effective interest method. Bonds payable are
reported net of the applicable bond premium or discount. Bond issuance costs are reported
as deferred charges and amortized over the term of the related debt. ‘

In the fimd financial statements, governmental funds recognize bond premiums and
discounts as other financing sources and uses, _re5pectively, and bond issuance costs as debt
service expenditures. Issuance costs, whether or not withheld from the actual debt proceeds

received are reported as debt service expenditures.

Inventories

Inventories, consisting of materials and supplies held for consumiption, are stated at cost.
Cost is calculated using the average cost method. Inventory items are con51dered expensed

when consumed rather than when purchased.
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Capital Assets

Primary Government

Capital assets, which include land, museum collections, intangibles, constmction in
progress, facilities and improvements, fumiture, machinery and equipment, infrastmcture
(e.g., streets, streetlights, traffic signals, and parks), sewers and storm drains, and capital
assets acquired prior to 1980, are reported in the applicable governmental or business-type
activities columns in the govemment-wide financial statements. Capital assets are defined
by the City as assets with an imitial, individual cost of $5,000 or more and an estimated
useful life in excess of one year. Such assets are recorded at historical cost or estimated
historical cost if purchased or constmeted. Donated capital assets are recorded at estimated
fair market value at the date of donation. Capital outlay is recorded as expenditures in the
general, federal/state grant, the Agency, municipal capital improvements, and other
governmental funds and as “assets in the govemment-wide and proprictary financial
statements to the extent the City’s capitalization threshold is met.

The cost of normal maintenance and repairs that do not add to the value of the asset or
materially extend its useful life are not capitalized.

The City has a collection of artwork presented for public exhibition and education that is
being preserved for future generations. These items are protected, kept unencumbered,
cared for and preserved by the City. The proceeds from the sale of any pieces of the
collection are used to purchase other acquisitions for the collection. However, future
acquisitions purchased with authorized budgeted City funds during a fiscal year will be
reported as non-depreciable assets in the City’s financial statements.

The City depreciation of capital assets is provided.on the straight-line basis over the
following estimated useful lives:

Facilities and improvements . 5-40 years
Fumiture, machinery and equipment 2-20 years
Sewer and storm drains 50 years
Infrastmcture 5-50 years

The City implemented GASB Statement No. 51, Accounting and Financial Reporting for
Intangible Assets. This Statement requires that all intangible assets not specifically
excluded by its scope provisions be classified as capital assets. Accordingly, existing
authoritative guidance related to the accounting and fmancial reporting for capital assets
should be applied to these intangible assets, as applicable. This Statement also provides
authoritative guidance that specifically addresses the nature of these intangible assets.
Such guidance should be applied in addition to the existing authoritative guidance for
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capital assets. The requirements of this Statement are effective for financial statements for
periods beginning after June 15, 2009. The City reclassed these intangible assets from land
as of July 1, 2009 in the amount of $2,607,000. See Note 7 for additional information

Discretely Presented Component Unit

The Port depreciation of capital assets is provided on the straight-line basis over the
following estimated useful lives: :

Building and improvements 5-50 years
Container cranes 25 years
Infrastmcture 10-50 years

5-10 years

Other equipment

Property Held for Resale

Property held for resale is acquired as part of the Agency’s redevelopment program. These
properties are both residential and commercial. Costs of administering Agency projects are
charged to capital outlay expenditures as incurred. A primary function of the
redevelopment process is to prepare land for specitic private development. For financial
statement presentation, property held for resale is stated at the lower of estimated cost or
estimated conveyance value. Estimated conveyance value is management’s estimate of net
realizable value of each property parcel based on its current intended use.

During the pened it is held by the Agency, property held for resale may generate rental or
operating income. This income is recognized as it is eamned in the Agency’s statement of
activities and generally is recognized in.the Agency’s. governmental fimds in the same
period depending on when the income becomes available on a modified accmal basis of
accounting. The Agency does not depreciate property held for resale, as it is the intention
of the Agency to only hold the property for a period of time until it can be reseld for

development.

Net Pension Asset

In Febmary 1997, the City issued pension obligation bonds to reduce the actuanal accrmed
liability of the Police and Fire Retirement System (PFRS). Tbe net pension asset represents
a prepaid asset arnortized over the same period used by the actuary at the time of the bond
1ssuance, as 1t allows for the matching of the asset with the related pension obligation bond
liability. See Note 16 for the accounting treatment of the net pension asset.
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Compensated Absences - Accrued Vacation, Sick Leave, and
Compensatory Time .

It is the City’s policy and its agreements with employee groups permit employees to -
accumulate - eamed but unused vested vacation, sick leave and other .compensatory time.
All eamed compensatory time is accrned when incurred in the govemment-wide financial
staternents and the proprictary fund fmancial statements. A liability for these amounts is
reported in the governmental fimds only ifithey are due and payable. '

Retirement Plans

City employees participate in one ofi three detined benetit retirement plans: Oakland Police
and Fire Retirement System (PFRS), Oakland Municipal Employees’ Retirement System
(OMERS), and California Public Employees’ Retirement System (PERS), collectively the
Plans, Employer contributions and member contributions made by the employer to the
Plans are recognized when due and the employer has made a formal commitment to
provide the contributions. Benetits and refunds are recognized when due and payable in
accordance with the provisions ofithe Flans. Refer to Note 16 for additional information.

Other Post Employment Benefits (OPEB)

The OPEB obligation covers Police, Fire and Miscellaneous employees. The City retirees’
are eligible for retiree health benefits if they meet certain requirements relating to age and
service. The retiree health benetits are described in the labor agreements between the City
and Local Unions and in City resolutions. Tbe demographic rates used for the California
Public Employee Retirement System (PERS) were. public safety employees retirements
benetits under a 3% @ 50 formula and miscellaneous employees retirement benetits under
a 2.7% @ 55 formula. At June 30, 2010, the City reported a net OPEB obligation of;
$126,237,306. See Note 17 for additional informiation.
/

Pollution Remediation Obligations (GASB 49)
Under the provisions of GASB Statement No. 49, Accounting and Financial Reporting for

“Pollution Remediation Obligations, the City recorded remediation liabilities related to its
pollution remediation activities. See Note 12 for additional information.

Refunding of Debt

Gains or losses occurring from advance refimdings are deferred and amortized into expense
for both business-type activities and proprietary funds. For governmenlai activiiies reported
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in the govemment-wide financial statements, they are deferred and amortized into expense
if they occurred subsequent to June 30, 2001. X

Fund Balances

Reservations of fund balances of the governmental funds indicate those portions of fund
equity that are not available for appropriation or expenditure or which have been legally
restricted to a specific use. The following is a brief description of the nature of certain

Teserves.

1. Reserve for Encumbrances — Encumbrances outstanding at fiscal year end are
reported as reservations of fund balances and the related appropriation is
automatically carried forward into the next fiscal year, Encumbrances do not
constitute expenditures or liabilities because the commitments will be honored

during the subsequent fiscal year. '

*

Reserve for Debt Service — This fund balance is reserved for the payment of debt
service requirements in subsequent years,

3. Reserve for Property Held for Resale — This fund balance is reserved for the cost
of developing and adminisiering residential and commercial properties intended for

resale.

4. Reserve for Capital Projects — This fund balance is reserved for ongoing projects
in specific areas excluding the General Fund.  This reservation includes
$91,251,000 reserved for low and moderate housing projects.

5. Reserve for Pension Obligations — This fund balance is reserved for the City’s
pension obligations and is restricied with New York Life Annuity Company.

Designations of portions of the General Fund unreserved fund balance have been made to
indicate those portions of the fund balances which the City has tentative plans to utilize in a
future period. These amounts may or may not result in actual expenditures. See Note 13

for specific designations.

Restricted Net Assets

Restricted net assels are those assets, net of their related liabilifies that have constrainis
placed on their use by laws and regulations of other governments, creditors, grantors, or
‘contributors and restrictions imposed by law through constitutional provisions or enabling
legislation. Accordingly, restricted assets may include principal and interest amounts
accumulated to pay debt service, unspent grant revenues, certain fees and charges, and
restricted tax revenues. At June 30, 2010, the govemment-wide statement of net assets
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reported restricted net assets of $372.4 million in governmental activities, none of which
was restricted by enabling legislation.

Adoption of New Pronouncement

Beginning Net Assets as of June 30, 2009 have been restated by $18,981,573 to account for
the Interest Rate Swap Agreement fair value, as required by implementating the provisions
of GASB Statement No. 53, Accounting and Financial Reporting for Derivative
Instrumenys. See Note 12 for further information.

Effects of New Pronouncements

In March 2009, GASB issued Statement No. 54, Fund Balance Reporting and
Governmental Fund Type Definitions. This Statement is intended to improve the
usefulness of information provided to financial report users about fund balance by
providing clearer, more stmctured fund balance classifications, and by clarifying the
definitions of existing govemmenlai fund types. It establishes a hierarchy of fund balance
classifications based primarily on the extent to which a govemment is bound to observe
spending constraints imposed uponhow resources reported in governmental funds may be
used. Specifically, GASB Statement No. 54 distinguishes fund balances between amounts
that are considered nonspendable and other amounts that are classified based on the relative
strength of the constraints that control the purposes for which specific amounts can be
spent. Fund balance amounts will be reported in the following classifications:

» Restricted. — amounts constrained by extemal parties, consmutlonal provision or

enabling legislation;
e Committed — amounts constrained by a govemment using its highest level of

decision-making authority;
» Assigned — amounts a govemment intends lo use for a particular purpose; and
» Unassigned — amounts that are not constrained at all will be reported in the general

fund.

The requirements of this Statement are cffecfive for financial statemnents for periods
begiiming after June 15, 2010.

In June 2010, GASB issued Statement No. 59, Financial Instruments Omnibus. The
Statement updates and improves existing standards regarding financial reporting of certain
financial instmments and extemal investment pools. The Statement is effective for financial
statements prepared by state and local governments for periods begiiming after June 15,

2010, with earlier applicafion encouraged.
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Use of Estimates

The preparation of fmancial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions that affect
certain reported amounts and disclosures. Actual results could differ from those estimates.

CASH AND INVESTMENTS AND RESTRICTED CASH AND
INVESTMENTS

Primary Govemment

Tbe City maintains a cash and investment pool consisting of City funds and cash held for
OMERS, PFRS, and Port. The City’s funds are invested according to the investment policy
adopted by the City Council. The objectives of the policy are legality, safety, liquidity,
diversity, and yield. The policy addresses soundness of financial institutions in which the
City can deposit funds, types of investment instruments permitted by the Califomia
Govemment Code, duration of the investments, and the percentage of the portfolio that

may be invested in:

e United States Treasury securities (subject to restrictions by the Nuclear Free

Ordinance);
+ federal agency issues;
e bankers’ acceptances;
* commercial paper;
¢ medium term corporate notes and deposit notes;
* negotiable certificates of deposit;
» certificates of deposit;
+ State of Califomia Local Agency Investment Fund;
¢ . money market mutual funds;
local city/agency bonds;
State of Califomia bonds;
secured obligations and agreements;
repurchase agreements; and
reverse repurchase agreements.

The City’s investment policy stipulates that the collateral to back up repurchase agreements
be priced at market value and be held in safekeeping by the City’s primary custodian.
Additionally, the City Council has adopted certain requirements prohibiting investments in
nuclear weapons makers and restricting investments in U.S. Treasury bills and notes due to

their use in funding nuclear weapons research and production.
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On August 31, 2010, the City Operating Fund or Investment Pool is rated ‘AAA/V1+ by
Fitch Ratings. Investment pools rated AAA reflect the high credit quality of the portfolio
assets, a conservative investment policy, and appropriate management oversight and
operational capabilities. The fimd’s V1+ volatility rating reflects low market nsk and a
capacity to return stable principal value meeting anticipated cash needs of the City and the
Port of Oakland, even in adverse interest rate environments.

Other deposits and investments are invested pursuant lo the goveming bond covenants,
deferred compensation plans, or retirement systems’ investment policies. Under the
_ investment policies, the investment counsel is given the full authority to accomplish the

objectives of the bond covenants or retirement systems subject to the discretionary limits

set forth in the policies.

The retirement systems’ investment policies authorize investment in the domestic stocks
and bonds, U.S. equities, intemational equities, U.S. tixed income, mortgage loans and real
estate. The systems’ investment portfolios are managed by extemal investment managers.
During the year ended June 30, 2010, the number of extemal investment managers was
nine for the PFRS and one for the OMERS.

Total City deposits and investments at fair value are as follows (in thousands):

Primary Government Component Unit
Governmental  Business-type  Fiduciary
Activities Aclivities Funds Total Port

Cash and investments $ 378,007 hY 18,472 § 11,415 § 407,89 $ 139,085
Restricted cash and .

investments 535,752 12,152 291,086 838,990 84,418
Restricted securities

lending collateral - - 16,715 16,715
TOTAL - 5 913,759 § 30,624  § 3192160 § 1,263,599 % 223,503
Deposits F 31989 % 1,557
Investments 1,231,610 221,946
TOTAL $ 1,263,599 $ 223,503

*$913,759 consists of all governmental fimds and the internal service funds.
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Investments - Primary Govemment

Custodial Credit Risk: For investments, custodial risk is the risk that in the event of a
failure of a depository financial institution or counterparty to a transaction, the inability to
recover the value of the investments or collateral securities in the possession of an outside
party. To protect against fraud and potential losses from the tinancial collapse of securities
dealers, all securities owned by the City shall be held in the name of the City for:
safekeeping by a third party bank tmst department, acting as an agent for the City under the
terms of the Custody Agreement. The City’s investments subject lo Custodial Credit Risk

Category is very low,

At June 30, 2010, the cartying amount of the City’s deposits-and bank balance was $32.0
million. Deposits include ‘checking accounts, interest earning savings accounts, money
market accounts, and nonnegotiable certiticates of deposit. Of the bank balance, $1.9 -
million was FDIC insured and $30.1 million was collateralized with securtties held by the
pledging tinancial institution in the City’s name, in accordance with Section 53652 of the

Califomia Govemment Code.

The California Govemment Code requires that governmental securities or tirst tmst deed
mortgage notes be used as collateral for demand deposits and certificates of deposit at 110
percent and 150 percent, respectively, of all deposits not covered by federal deposit
insurance. The collateral must be held by the pledging ﬁnanc1al instimtion’s tmst
department and is considered held in the City’s name. =~

Credit Risk: Credit risk represents the possibility that the issuer/counterparty to an
investment will be unable to fultill its obligations. The most effective methed for
minimizing the risk of default by an issuer is to invest in high quality obligations. Under
the City investment policy, short term debt shall be rated at least A-1 by Standard and
Poor’s (S&P), P-1 by Moody’s Investors Service or F-1 by Fitch Ratings. Long term debt
shall be rated at least A by Standard and Poor’s, Moody’s Investors Service or Fitch

Ratings.

Since these obligations are the only ones permitted by State law, investing in them is also
the most effective way to maintain legal compliance. The City invests only in securities
from highly rated entities. As of June 30, 2010, approximately 70% of the pooled

investments was invested in “AAA” quality securities.

46



CITY OF OAKLAND

Notes to Basic Financial Statements, (continued)
Year Ended June 30, 2010

The following tables show the City’s credit risk for the Pool and Restricted portfolios as ofi

June 30, 2010 (in thousands):

Pooled Investments

U.5. Govt. Agency Securities

U.S. Govt. Agency Securities (Disc)
Money Market Funds

Local Agency Investment Fund (LAIF)
Negotiable Certificates of Deposit
Commercial Paper (Disc)

Total Investment Pool

Restricted Investments

U.S. Govt. Agency Securities

U.S. Govt. Agency Securities (Disc)
U.S. Treasury Securities

U.S. Treasury Securities (Disc)
Money Market Funds

Local Agency Investment Fund (ILAIF)
Commercial Paper

Corporate Bonds

Local Govemnment Bond

Annuity

Total

Rating as of 06-30-10

Fair Value AAA/Aaa Al/PI/F] Not Rated

5 87,841 3 87,841 3 - % -

188,937 188,937 - -

90,310 90,310 - -

98,727 - - 98,727

21,992 - 21,992 -

36,957 - 36,957 -

k) 524,764 S 367,088 & 58,949 S 98,727

Rating as of 06-30-10

Fair Yalue AAA/Aaa Al/Pl/Fl] Bal Not Rated
§ 13,042 $ 13042 S - Ay - % -
159,952 159,952 - - -
1,507 1,507 . . -
1,499 1,499 - - -
170,715 170,597 - - 118
3,413 - - - 3413
576 - 576 - -
2,145 - - 2,145 -
94,503 - - - 94,503
100,000 - - - 100,000
S 547,352 $ 346,597 S 576 § 2,045 8§ 198,034
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Concentration of Credit Risk: The City has an investment policy related to City’s cash
and investment pool, which is subject to annual review. Under the City’s Investment
Policy, no more than five percent (5%) of the total assets of the investments held by the
City may be invested in the securities of any one issuer, except the obligations of the
United States govemment or government-sponsored enterprises, investment with the Local
Agency Investment Fund and proceeds of or pledged revenues for any tax revenue
anticipation notes. Per the policy, the investments conform to Sections 53600 et seq. of the
Califomia Govemment Code and the applicable limitations contained within the policy.

Certain other investments are governed by bond covenants which do not restrict the amount
of investment in any one issuer. Investments in one issuer that exceed 5% of the City’s

investment portfolio at June 30, 2010 are as follows (in thousands):

Percent of
City's
. . Investment
Issuer Investment Type Amount  Portfolio
Federal National Mortgage Association U.S. Govemment Sectrities $ 196,163 18.30%
Federal Home Loan Bank U.S. Govemment Securities 212,432 19.81%
Qakland Joint Powers Financing Authority Local Govemment Bond 94,503 8.81%
New York Life Insurance Company ‘' Anntity 100,000 933%
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The following table shows the diversitication of the City’s portfolio (in thousands):

Pooled Invesfmenis

U.S. Govt. Agency Securities
U.S. Govi. Agency Securities {Disc)
Money Market Funds
Local Agency Investment Fund (LAIF)
Negotiable Certificates of Deposit
. Commercial Paper {Disc)

_ Totat Investment Pool

Restricted Investments

U.S. Govt. Agency Securities

U.S. Govl. Agency Securities (Disc)
U.S. Treasury Securities

U.S. Treasury Securities (Disc)
Money Market Funds

Local Agency Investment Fund (LAIF)
Commercia] Paper

Corporate Bonds

Local Government Bond

Annuity

Total

{ Rating as of 06-30-10
Percent (%) of

Fair Value Portfolio
S 87,841 16.74%
188,937 36.00%
90,310 17.21%
98,727 18.82%
21,992 4.19%
36,957 7.04%
h) 524,764 100%
Rating as of 06-30-10
Percent (%) of
Fair Value - Portfolio
) 13,042 2.38%
159,952 29.22%
1,507 0.28%
1,499 0.27%
170,715 31.19%
3,413 0.62%
576 0.11%
2,145 0.39%
94,503 17.27%
100,000 18.27%
5 547,352 100.00%

Interest Rate Risk: This risk represénts the possibility that an interest rale change could
adversely affect an investment’s fair value. The longer the maturity. of an investment, the
greater the sensitivity of its fair value to changes in market interest rales.

As a means for limiting its exposure to changing interest rates, Section 53601 of the State
of Califomia Govemment Code and the City’s Investment Policy limits certain investments
to short maturities such as Certiticates of Deposit and Commercial Paper, whose maturities
are 360 days and 270 days respectively. Also, Section 53601 of the State of California
. Govemment Code limits the maximum maturity of any investment lo be no longer than 5
years unless authority for such investment is expressly granted in advance by the City
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Council or authorized by bond covenants. The City continues to purchase a combination of
shorter term and longer-term investments to minimize such risks.

The City has elected to use the segmented time distribution method of disclosure for its
interest rale risk. As of June 30, 2010, the City’s pooled portfolio had a weighted average
days to maturity of 145 days and had the following investments and original maturities (in

thousands):

"Pooled Investments

U.S. Govt. Agency Securities

U.S. Govt. Agency Securities (Disc)

Money Market Funds*

Local Agency Investment Fund (LAIF)*

Negotiable Certificates of Deposit
Commercial Paper (Disc)
Total Investment Pool

* weighted average maturity used.

Restricted Investments

U.S. Gov't Agency Securities
U.S. Gov't Agency Securities (Disc)
U.S. Treasuries '
U.S. Treasuries (Disc)

Money Market Funds*

Local Agency Investment Fund*
Commercial Paper

Corporate Bonds

Local Government Bond
Annuity '

Total

\ Maturity
Interest Rates 12 Months
Fair Value (%a) -or Less 1-3Years 3-5Years

h3 87.841 0.343 -2.68 $ 24354 $ 42068 % 21419

188,937  0.00-0.225 188,937 - -

90310 0.14-0210 90,310 - -

98,727 0.53 98,727 - -

21,992 0.36-0.573 21,992 - -

36,957 0.12-0.265 36,957 - -

5 524,764 $ 461277 8 42,068 8§ 21419

Maturity
Interest 12 Months

Fair Value Rates (%o} or Less 1-3Years 3-5Years 5 Years +
S 13,042 0.300-0659 § 10,019 § 3023 § - - % -
159,952  0.00 - 0.437 159,952 - . -
1,507 0.359 1,507 - - -
1,499  0.152-0.172 L499 - - -
170,715 0.00-0.96 170,715 . . -
3,413 (.53 -4.85 3,413 - - -
576 0.889-1.985 576 - - -
2,145 11.365 ‘ - - . 2,145
94,503 4.86 6,492 14,054 15,617 58,340
100,000 3.60 - - - 100,000
$ 547,352 S 354,173 8§ 17,077 § 15617 § 160,485

* weighted average maturity used.
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Foreign Currency Risk: This is the risk that changes in exchange rates between the U.S.
dollar and foreign currencies which could adversely affect an investment’s fair value. The
Cily only invests in U.S. dollar denominated obligafions. This successfully eliminates all
risk of principal erosion due to fluctuations in the values of foreign currencies.

Other Disclosures: As of June 30, 2010, the City’s investment in LAIF i1s $102.1 million _
($98.7 million in pooled investments and $3.4 million in restricted investments). The total
amount invested by all public agencies in LAIF at that date is approximately $23.3 billion.
LAIF is part of the Pooled Money Investment Account (PMIA) with a total portfolio of
approximately $69.4 billion, 94.58% is invested in non-derivative financial products and
5.42% in structured notes and asset-backed securities. As of June 30, 2010, LAIF has a
average life-month end of 203 days. The Local Investment Advisory Board (Board) has
oversight responsibility for LAIF. The Board consists of five members as designated by
State Statute. The value of the pool shares in LAIF, which may be withdrawn, is
determined on an amortized cost basis that is different than the fair value of the City’s

position in the pool.
Pensions Cash and Investments

Oaidand Municipal Employee’s Retirement System (OMERS)

City’s Investment Pool and Deposits

Cash and cash deposits consisted of cash in treasury held in the City’s cash and investment
pool. These funds are invested according lo the investment policy adopted by the City
Council. Interest eamned on these pooled accounts is allocated monthly lo all fimds based
on the average daily cash balance maintained by the respective funds. As of June 30, 2010,
OMERS share of the City’s investment pool totaled $45,086.

Investments

OMERS investment policy authorizes investments in domestic common stocks and bonds.
During the year ended June 30, 2010, OMERS investment portfolio was managed by one

-extemnal 1nvestment manager.

OMERS investment policy states that the asset allocation of the investment portfolio target
shall be 70% Domesfic Equity and 30% Domesfic Fixed Income. As of June. 30, 2010,
OMERS investment portfolio consists of shares of two investment funds (Funds). OMERS
invests in the American Century Equity Fund and the Highlvlark Employee Benefit Flexible
Bond Fund Commingled Fund. Specific guidelines for the Funds are detailed in the
prospectus or declaration of Tmst, for each individual fund.
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The following summarizes OMERS investment portfolio as well as the interest rate and the
weighted average maturities of the funds as of June 30, 2010 (in thousands):

Weighted
Average
Maturity
Investments Fair Value  Yield (Years)
-Short-Term Investment b 47 -
Equity Investments
2,992 -

Amerjcan Century Equity Mutual Fund

Fixed Income Investments

HighMark Employee Benetit Flexible Bond Fund* 1,702 2.9% 5.4

Total Equity & Fixed Investment 4,694
Total Investment $ 4741

* The Plan became invested in the HighMark Employee Benefit Flexible Bond Fund in FY
2010.

Credit Risk: Credit risk is the risk that an issuer or other counterparty to an investment .
will not fulfill its obligations. OMERS investment policy stales that the fixed income
portfolio shall not exceed 8% investment in below investment grade securities (rated
Ba/BB) or below by at least one Nationally Recognized Statistical Rating Organization
(NRSRO) at the fair market value. During the year ended June 30, 2010, OMERS replaced
its fixed income portfolio with shares of the HighMark Employee Benefit Flexible Bond

which has a credit quality rating of AA.

Custodial Credit Risk: Custodial credit risk is the risk that, in the event of a failure of a
depository financial institution or counterparty lo a transaction, the inability to recover the
value of deposits, investments, or collateral securities in the possession of an outside party.

The California Govemment Code requires thar governmental securities or first trust deed
morigage notes be used as collateral for demand deposits and certificates of depositat 110
percent and 150 percent, respectively, of all deposits not covered by federal deposit
insurance. As the City holds all cash and certificates of deposit on behalf of OMERS, the
collateral must be held by the pledging fmancial institution’s trust department and is

considered held in the City’s name.

OMERS does not have any investments that are not registered in the name of OMERS and
are either held by the counterparty or the counterparty’s trust department or agent, but not

in OMERS’s name.
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Derivatives: OMERS has adopted GASB Statement No. 53 Accounting and Financial
Reporting for Derivative Instruments, effective July 1, 2009. The statement addresses
hedge accounting requirements and improves disclosures, providing a summary of the
government’s derivative instmment activity, its objectives for entering into derivative
instmments, and their significant terms and risks. OMERS has no derivatives as of June

30, 2010.

Oakland Police and Fire Retirement System (PFRS}

Cash and Casb Deposits

As of June 30, 2010, cash and cash deposits consisted of cash in treasury held in the City’s
cash and investment pool as well as cash deposits held in bank and with a custodian. These
funds are invested according to the investment policy adopted by the City Council. Interest
eamed on these pooled accounts is allocated monthly to all funds based on the average
daily cash balance maintained by the respecfive fimds. As of June 30, 2010, PFRS share of

the City’s investment pool totaled $1,693,428.

PFRS has a money market account with Alta Alliance Bank in the amount of $1,089,286
and a cash balance of $18,002 in their intemnational .custodian accounts. Of the total cash
and cash deposits not held in the City’s investment pool, $286,002 was FDIC insured and
$839,286 was collateralized with securifies held by the pledging financial institufion in
PFRS name, in accordance with Section 53652 of the California Government Code.

Investments

PFRS investment policy authorizes investment in U.S. equities, intemational equities, U.S.
fixed income, instruments including U.S. Treaswy notes and bonds, govemment agency
mortgage backed securities, U.S. corporate notes and bonds, collateralized mortgage
obligations, yankee bonds and non U.S. issued fixed income securities denominated in
foreign currencies. PFRS investment portfolio 1s managed by extemal investment
managers, except for the bond iShares which are managed intemally. During the year
ended June 30, 2010, the number of external investment managers was nine.

The PFRS investments are also restricted by the City Charter. In November 2006, City
voters passed Measure M o amend the City Charter te allow the PFRS Board to invest in
non-dividend paying stocks and to change the asset allocation structure from 50% equities
and 50% fixed income to the Pmdent Person Standard as defined by the Califomia

Constitufion. '

'PFRS investment policy limits fixed income investments to a maximum average duration
of 10 years and a maximum remaining term lo maturity (single issue) at purchase'of 30
years, with targeted portfolio duration of between 3 to 8 years and targeted portfolio
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maturity of 15 years. PFRS investment policy with respect to fixed income investments
idenfifies two standards for credit quality. The policy allows the fixed managers to invest
in securities with a minimum rating of B or higher as long as the portfolic maintains an
average credit quality of BBB (investment grade using Standard & Poor’s or Moody's

ralings).

PFRS investment policy states that investments in derivative securities known as
Collateralized Mortgage Obligafions (CMOs) shall be limited to a maximum of 20% of an
account’s market value with no more than 5% in any one issue. CMOs are mortgage-
backed securities that create separate pools of pass-through rales for different classes of
bondholders with varying maturities. The fair value of CMOs are considered sensitive lo

interest rale changes because they have embedded options.

The investment policy allows for each fixed income asset manager to have a maximum of
10% of any single security investment in their individual portfolios with the exception of
U.S. govemment securities, which is allowed to have a maximum of 25% in each

manager’s portfolio.

Interest Rate Risk: This is the risk that changes in interest rales will adversely affect the
fair value of an investment. PFRS investment policy limits fixed income investments lo a
maximum average duration of 10 years and a maximum remainmng term to maturity (single
issue) at purchase of 30 years, with targeted portfolio duration of between 3 to 8 years and
targeted portfolio maturity of 15 years. Tbe weighted average duration for PFRS fixed
income investment portfolio excluding fixed short-term investments and securities lending
investments was 4.54 years as of June 30, 2010.

As of June 30, 2010, PFRS had the following fixed income investments by category (in
thousands}: '

Short-Term Investment Duration:

Modified Duration
Investment Type Fair Value (Year)
U.S. Treasuries $ 2,749 0.23
Short-Term Investment Funds 4,564 N/A

Total Short-Term Investments $ 7,313
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Long-Term Investment Duration:

Moecdified Duration

Investment Type Fair Vatue "~ (Year)
Govemment Bonds: .
U.S. Treasuries $ 13,710 . 4.59
U.S. Govemment Agencies , 7,362 2.54
Total Government Bonds 21,072 ‘
U.S. Corporate Bonds 17,372 3.94
Bond iShares:
TIPS Bond Fund ; 10,288 7.85
Aggregate Bond Fund - 41,672 4.30
Total Bond iShares : 51,960 4.54
Total Fixed Income Investments $ 90,404
Securities Lending Collateral 3 16,715 0.01

Credit Risk: This is the risk that an issuer or other counterparty lo an investment will not
fulfill its obligation. The following tables provide information as of June 30, 2010
concerning credit risk of fixed income securities (in thousands):

Investment Type Credit Rating Fair Value
U.S. Treasuries ' ~ AAA/Aaa % 2,749
Shc;rt-Term Investment Funds Not Rated 4,564
Total Short-Term Investments _ 3 7,313
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The following tables provide information as of June 30, 2010 conceming credit risk of
fixed income and long-term investment rating (in thousands):

Percent of Total Fair

S & P/Mocdy's Rating Fair Value Value
AAA/Aaa $ 37,061 41.00%

AA /Aa 42,928 47.49%

A/A 6,215 6.87%

BBB/Baa . 1,803 1.99%

BB/Ba 1,833 2.03%

RB/B 564 0.62%
Totai Fixed Income Investments $ 90404 100.0%

The following tables provide informafion as of June 30, 2010 conceming credit risk ofi
securities lending collateral ratings (in thousands):

S & P/Moody's Rating | Fair Value

AAA/Aaa $ 3,985
Not Rated 12,730
Total Security Lending $ 16,715

Concentration of Credit Risk: This is the risk of loss attributed to the magnitude of a
government’s investment in a single issuer. As of June 30, 2010, no investment in any

single insurer exceeded 5% of PFRS ipvestments.

C_usiodial Credit Risk: Custodial credit risk is the risk that, in the event of a failure of a

depository financial institution or counterparty to a transaction, there will be an inability to
recover the value of deposits, investments, or collateral securities in the possession of an

outside party.

The Califomia Govermnment Code requires that governmental securities or first tmst deed
mortgage notes be used as collateral for demand deposits and certificates of deposit at 110
percent and 150 percent, respectively, of all deposits not covered by federal deposit
insurance. As the City holds cash and certificates of deposit on behalf of PFRS, the
collateral must be held by the pledging financial institution’s tmst department and is
‘considered held in the City’s name. For all other PFRS deposits, the collateral must be held
by the pledging financial institution’s tmst department and is considered held in PFRS’

name.
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The City, on behalf of PFRS, does not have any funds or deposits that are not covered by
depository insurance, which are either uncollateralized, collateralized with securities held
by the pledging tinancial institution, or collateralized with securities held by the pledging
financial institution’s trust department or agent, but not in the City’s name. PFRS does not
have any investments that are not registered in the name of PFRS and are either held by the
counterparty or the counterparty’s trust department or agent, but not in PFRS’ name.

Derivatives: PFRS has adopted GASB Statement No. 53 Accounting and Financial
Reporting for Derivative Instruments, effective July 1, 2009. The statement addresses
hedge accotmting requirements and improves disclosures, providing a summary of the
government’s derivative instrument activity, its objectives for entering into derivative
instruments, and their signiticant terms and risks. PFRS has no derivatives as of June 30,

2010.

Foreign Currency Risk: Foreign currency nisk is the risk that changes in foreign
exchange rates will adversely affect the fair values of an investment or deposit. Curtency
hedging is allowed under the PFRS investment policy for defensive purposes only. The
investment policy limits currency hedging to a maximum of 25% of the portfolio value.
The following summarizes the PFRS investments denominated in foreign currencies as of

June 30, 2010 (in thousands):

Foreign Currency Total
Australian Dollar LS 947
Danish Krone 410
Euro 2,382
Hong Kong Dollar 1,757
2,014

Japanese Yen _ ‘
South African Rand 179
Swedish Krona . 227

Swiss Franc . 962
United Kingdom Pound 2,636
11,514

Total Foreign Currency $
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Securities Lending Transactions

PFRS is authorized to enter into securities lending transactions which are short term
collateralized loans of PFRS securities to brokers-dealers with a simultaneous agreement
allowing PFRS to invest and receive eamings on the loan collateral for a loan rebate fee.
All securities loans can be terminated on demand by either PFRS or the borrower, although

the average term of such loans is one week.

Metropolitan West Securities, Inc. (MetWest) administers the securities lending program.
MetWest is responsible for maintaining an adequate level of collateral in an amount equal
to at least 102% of the market value of loaned U.S. govemment securities, common stock
and ‘other equity securities, bonds, debentures, corporate debt securities, notes, and
mortgages or other obligations. Collateral received may include cash, letters of credit, or
securities. If secunties collateral is received, PFRS camnot pledge or sell the collateral
securities unless the borrower defaults. PFRS does not match the maturities of investments

made with cash collateral with the securities on loan. :

As of June 30, 2010, management believes that PFRS has minimized its credit risk
exposure 1o borrowers because the amounts held by PFRS as collateral exceeded the
securnities loaned by PFRS. PFRS’ contract with MetWest requires it to indemnity PFRS if
the borrowers fail 160 relum the securities (and if the collateral is inadequate 1o replace the
securities borrowed) or fail to pay PFRS for income distributions by the securities’ issuers

while the securnties are on loan.

The following table summarizes [investments in securities lending transactions and
collateral received as of June 30, 2010 (in thousands}: :

Securities Lending
Investments and Collateral Received (At Fair Value)

Securities on loan: Amount
U.S. Corporate bonds S 1,217
U.S. Equity ' 13,288
Non - U.S. Equity ' 1,736

_Total securities on loan $ 16,241

Invested cash collateral received:

Money market : . b 12,731
Assel backed securities : 3,984
Total Invested cash collateral recejved \ 16,715
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Fair Value Highly Sensitive to Change in Interest Rates: The terms of a debt

investment may cause its fair value to be highly sensitive to interest rate changes. PFRS

has invested in collateralized mortgage obligations (CMOs), which are mortgage-backed

bonds that pay pass-through rates with varying maturnities. The fair values of CMOs are

considered sensitive to interest rale changes because they have embedded options, which ‘
are triggers related to quantities of delinquencies or defaults in the loans backing the

mortgage pool. If a balance of delinquent loans reaches a certain threshold, interest and

principal that would be used to pay junior bondholders is instead directed to pay off the

principal balance of senior bondholders and shortening the life of the senior bonds. The

following table shows PFRS investments in CMOs as of June 30, 2010 (in thousands):

Weighted Weighted Percent of Total

Average - Average . Investment Fair
Securities Name . Coupon Rate Maturity  Fair Value Value
Commercial Mortgage Pass-Through 4.04% 4/28/2032 § 1435 0.50%
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Discretely Presented Component Unit

Port of Oakland

The Port’s cash, cash equivalents, investments and deposits consisted of the following at
June 30, 2010 (in thousands): .

“Cash on hand $ 146
Deposits in Escrow 1,411
Investments 221,946
Total Cash and Investruents . $ 223,503

Deposits in Escrow consist of amounts received from construction contractors that are
deposited into an escrow account in-licu of retention withheld from construction progress
billings. Interest on these deposits accrues lo the contractor.

Investments

Under the City of Oakland Charter, all income and revenue from the operation of the Port
1s to be deposited in the City Treasury. Unused bonds proceeds are on deposit with a
Trustee for both reserves and construction funds. The investment of funds held by a
Trustee is goverued by the Aruended and Restated Master Trust Indenture, dated as of
April 1, 2006 (the Restated Indenture). There were no investments pertaining lo the
Intermediate Lien Debt. Escrow funds are on deposit with an escrow agent. At June 30,
2010 the Port had the following investments (in thousands):

Maturity
Credit Less than 1

. Fair Yalue Rating Year 5 Years +

U.S Treasury Notes $ 71,499 N/A § 71499 § -
Govemment Securities Money

Market Mutual Funds 2,309 AAA 2,309 -

City Investment Pool 148,138 AAA 148,138 -

Total Investment i £ 221,946 § 221,946 S Co-
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Investments Authorized by Debt Agreements

The following are the maximum maturities for each type of investment as allowed under
the Trust Indenture and the applicable Supplemental Indenture for each bond issue:

Maximum Maturity

Authorized Investment Type

U.S Government Securities None
U.s. Agéncy Obligations None
Oblipations of any State in the U.S None
Prime Commercial Paper 270 days
FDIC Insured Deposits ) None
Certificates of Deposits/Banker’s Acceptances v None
Money Market Mutual Funds None
State-sponsored Investment pools None
Investment Contracts None
None

Forward Delivery Agreement

Interest Rate Risk

This risk represents the possibility that an interest rate change could adversely affect an
imvestment’s fair value. In order to manage interest rate risk, it is the Port’s policy that
most bond proceeds are invested in investment contracts or U.S. Treasury securities and
structured so that the entire amount of the investment is available if the need should arise,

* regardless of changes in interest rates.

Credit Risk

Provisions of the Port’s Trust Indenture prescribe restrictions on the types of permitted
investments of the ruonies held by the trustee in the funds and accounts created under the
trust indentures, including agreements or financial institutions that must meet certain

ratings.
Concentration of Credit Risk

The Trust Indenture places no limit on the amount the Port may invest in any one issuer.
Those that exceed 5% of the total investment are as follows.

- Percent of
Issuer Issuer Type investment )
U.S. Treasury Notes 32.19%

U.S. Governmem
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Custodial Credit Risk

For investments, custodial credit risk is the risk that in the event of a failure of a depository
financial institufion or counterparty to a transaction, the ability to recover the value of the
investments or collateral securities in the possession of an outside party may be doubtful.
Custodial risks also can include, but not limited to, fluctuation in the investment market and
the Port, or its representatives to monitor the investments purchased are within the
investment policy. To protect against fraud and potential losses from the financial collapse
of securities dealers, all securities owned by the Port shall be held in the name of the Port
for safekeeping by a third party bank tmst department, acting as an agent for the Port under
the terms of the Restated Indenture. The carrying amount of Port deposits in escrow was
$1.411,000 at June 30, 2010. Bank balances and escrow deposits of $250,000 at June 30,
2010 are insured or collateralized with securities held by the pledging financial institution’s
tmst department in the Port’s name. The remaining balance of $1,161,000 as of June 30,
2010, was exposed to custodial credit risk by not being insured or collateralized. '

Cash and Investments with the City of Oakland

Pursuant to the City Charter, Port operating revenues are deposited in the City Treasury.
These funds are commingled in the City’s investment pool. The Port receives a monthly
interest allocation from investment eamings of the City based on the average daily balance

on deposit and the eamings of the investments.
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(4) INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS

“Due 10” and *“due from” balances have primarily been recorded when funds overdraw their
share of pooled cash and interfund loans. The amounts due from the Oakland
Redevelopment Agency are related to advances and interfimd loans made by the City for
projects, loans and services. The receivable amounts in the Agency relate to project
advances made by the Agency for the City. The intemal service funds borrowing will be
repaid over a reasonable period of time as described in Note 20. The composition of
interfund balances and transfers as of June 30, 2010, is as follows (in thousands}):

DUE FROM/DUE TO OTHER FUNDS:

Receivables Payable Fund Amount
General Fund ) QOakland Redevelopment Agency $ 9,203
Other Governmental Funds 6,203
Municipal Capital Improvement 5,044
Intemal Service Funds 45,598
TOTAL : 66,048
Federal/State Grant Fund Oakland Redevelopment Agency 158
Oakland Redevelopment Agency  General Fund 8,784
Federal/State Grant Fund 3,441
Other Governmental Funds : 1,617
TOTAL 13,842
Municipal Capital Improvement QOakland Redevelopment Agency 383
Other Governmental Funds QOakland Redevelopment Agency 1,316
TOTAL GOVERNMENTAL 81,747 -
Intemal Service Funds Oakland Redevelopment Agency 66
TOTAL _ $ 81,813
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INTERFUND TRANSFERS: :
TRANSFERS IN
Other
General Governmentat Total

] TRANSFERS OUT Fund Funds Governmental
General Fund $ - hS 66,282 h 66,282
Municipal Capita) frmprovement 3,220 525 3,745
Other Governmental Funds 1,698 - 1,668
Sewer Service Fund 1,463 - 1,463
Internal Service Funds . 221 - 221
Total $ 6,602 s 99,807 s 106,409

The $99.3 million transferred from the General Fimd consists of transfers made to provide
fimding for the following: ' ' ‘

¢ 3$11.4 million for the Kids® First Children’s Program

e $87.7 million for debl service payments
$0.2 million for City-owned parcels ofiland in the Wildfire Prevention Assessment

District
The $3.2 million transferred from Mumcipal Capital Improvement 1o the General Fund -
consists of imspenl insurance proceeds from the 1989 Loma Prieta earthquake damage to
City Hall.

The $1.7 million transfer from Other Governmental Funds to General Fund is to provide
finding for the following:

e $0.4 million for City’s claims and liability payments:
e $0.9 million excess from 1985 Certificate of Participation debt payoff

¢ $0.4 million for Motorola IPSS support and maintenance cost

The $1.5 million transfer from the Sewer Service Fund to the General Fund to provide
fnnding for the following:

e $0.6 million for City-wide lease payments
e $0.9 million for City’s claims and liability payments

* The $0.2 million transfer from the Intemal Service Fund to the General Fund is to provide
funds for City’s claims and liability payments

The $0.5 million transfer from Mumicipai Capital Improvement Fund to Other
Governmental Funds is for deposit to the debt reserve and redemption accounts.
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(5)

INTERFUND LOANS:

Certain interfund loans made from the General Fund to the Oakland Redevelopment Fund
have been removed as they are not expected to be repaid within a reasonable period of
time. The loans continue to be obligations of the Agency, and will be recognized as other
financing sources in the General Ftmd upon receipt. The table below shows the total
amount of interfimd loan due as of Jtme 30, 2010 (in thousands).

Balance ' Balance
June 30,2009  Additions Deductions June 30,2010

583 % 13,270

Oakland Center Project $ 13,853 8 - %

On July 20, 2010, the City Coimncil approved a resolution forgiving the remaining balance
of interest and principal owed by the Oakland Redevelopment Agency under the 1966 Oak
Center repayment contract. The total amount of the interfund loan due as of June 30, 2010

1s $13,270,000.

MEMORANDUMS OF UNDERSTANDING

The City and the Port have Memorandums of Understanding (MOUs) relating to: general
obligation bonds issued by the City for the benefit of the Port; various administrative,
personnel, south airport police security, aircraft rescue and fire fighters, and financial
services (Special Services); police, fire, public street cleaning and maintenance, and similar
services (General Services) provided by the City to the Port; and Lake Merritt payments.
Payments are made upon execution of appropriate agreements and periodic findings and

authorizations from the Board.

Special Services

Payments for Special Services are treated as a cost of Port operations pursuant to the City
Charter Section 717(3) Third Clause and have prionty over certain other expenditures of
Port revenues. Special Serviees totaled $6,566,000 and are included in “Operating
Expenses.” At June 30, 2010, $9,284,000 was accrued as a current liability by the Port and

as a receivable by the Cily.
General Services and Lake Merritt

Payments for General Services from the City are payable only to the extent the Port
determines annually that surplus monies are available under the Charter for such purposes.

"As of June 30, 2010, the Port accrued approximately $3,617,000 of payments for General
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(6)

Services as a current liability and by the City as a receivable. " Addilionally, subject to
certain conditions, the Port accmed approximately $2,865,000 to reimburse the City for
General Services for net City expenditures for Lake Merritt Tideland Trust properties in
2010. Subject to adequate documentation from the City, and subject to availability of
surplus monies, the Port expects that it will continue to reimburse the City annually for
General Services and Lake Merritt Tideland Trust purpose costs.

Lease with th¢ Port

The Port has leased property lo the City under a 66-year lease, which is expressed in terms
of the Amended and Restated Lease between the Port and the City for the development and
operation of the public golf course by the City. The lease commenced in 2003 when the
Port delivered a completed 164.90 acres golf course to the City to replace the City’s golf
course that was destroyed when the Port used the site as a dredge disposal site. The golf
course is leased to a third party and the minimum annual rental is $269,760 payable in
twelve installments of $22.480 per month, which is then split 50/50 between the Port and

the City.

NOTES AND LOANS RECEIVABLE

The composition of the City’s notes and loans receivable as of June 30, 2010, is as follows
(in thousands):

Total Governmental

: . Qakland Other Funds/
) Federal/$tate  Redevelopment  Governmental Governmental
Type of Loan General Fund  Grant Fund Agency Funds Activities

Pass-through loans $ 8344 S 3440 S - s 512§ 12,296
HUD Loans - . 112,235 ‘ - - 112.235
Economic Development .

Loans and Other 142 4,326 203,056 30,790 238314
Less: Allowance for ‘ ' ‘ '

uncollectable accounts (87) (3,491) . (47,018) (633) . (51,229
TOTAL LOANS, NET ~ § 8399 8§ 116510 § 156,038 § 30,669 8 311,616

As of June 30, 2010, the City has a total of $311.6 million notes and loans receivable. All
of the City’s notes and loans receivables are offset with deferred revenue in the
govenmuental funds as the collection of those notes and loans are not expected within the

near future,

66



CITY OF OAKLAND
Notes to Basic Financial Statements, (continued)
Year Ended June 30, 2010

(7)

CAPITAL ASSETS AND LEASES

Primary Government

Capital assets acliviiy of the primary govemment for the year ended June 30, 2010, is as

follows (in thousands):

Balance Balance
: July 1,2009° Additiens = Deletions Transfers  June 30,2010
Governmental activities:
Capital assets, not being depreciated:

' Land $ 78,473 h 17 $ 1401 § 1,277 % 78,366
Intangibles (easmenis) 2,607 - - . 2,607
Museumn collections 447 34 - - 481
Construction in progress 64,373 76,632 4,071 (78,476) 58,458

TOTAL CAPITAL ASSETS, NOT '
BEING DEPRECIATED 145,900 76,683 5472 (77.,199) 139,912
Capital assets, being depreciated:
Facilities and improvements 730,193 91 1,514 35118 763,888
Fumiture, machinery and equipment 174,933 4,040 5,202 3,935 177,706
Infrastructure 506,193 20 (1,452) 38,146 545811
TOTAL CAPITAL ASSETS, BEING
DEPRECIATED 1,411319 4,151 5,264 77,199 1,487,405
Less accumulated depreciation: : .
Facilities and improvements 309,560 21,991 Ls14 - 330.037
Fumiture, machinery and equipment 14L611 9,677 5,185 - 146,103
Infrastructure 175.210 17,893 (1,500) - 194,603
TOTAL ACCUMULATED
DEPRECIATION 626,381 49,561 5,199 - 670.743
TOTAL CAPFTAL ASSETS, BEING
DEPRECIATED, NET 784,938 (45,410) 65 77.199 816,662
GOVERNMENTAL ACTIVITIES 7
CAPITAL ASSETS, NET M 930,838 $ 31,273 - § 5537 § - 3 956,574

With the adoption of GASB Statement No. 51, Accounting and Financial Reporting for

-Intangible Assets, the City reviewed its capital assets and identified intangible assets

(easements) previously recorded as land. The City reclassed these intangible assets from
land as of July 1, 2009 in the amount of $2,607,000.
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Balance Balance

July 1, 2009  Additions  Deletions Transfers June 30, 2010

Business-type activities:

Sewer fund:
Capital assets, not being depreciated: )
Land b 4 ) - A - b - Y 4
Construction in progress ' 11,550 11,170 - {16,761} 5,959
TOTAL CAPITAL ASSETS, NOT BEING
DEPRECIATED 11,554 11,170 - {16,761) 5,963
Capital assets, being depreciated: :
Facilities and improvements 306 - - - 306
Fumiture, machinery and equipment 877 43 - - 920
Sewer and siorm drains 216,162 34 - 16,761 232,957
TOTAL CAPITAL ASSETS, BEING
DEPRECIATED 217,345 77 - 16,761 234,183
Less accumulated depreciation: St
Facilities and improvements 132 21 - - 153
Fumiture, machinery and equipment 738 23 - - 761
Sewer and storm drains 77,740 4,491 - - 82,231
TOTAL ACCUMULATED .
DEPRECIATION 78,610 4,535 - - 83,145
TOTAL CAPITAL ASSETS, BEING
DEPRECIATED, NET C 138,735 {4.458) - 16,761 151,038
SEWER FUND CAPITAL ASSETS, NET 150,289 6,712 - - 157,001
Other Proprietary Funds:
Capita! assets, not being depreciated:
Land 218 - - - 218
Construction in progress - 474 - {474) -
TOTAL CAPITAL ASSETS, NOT BEING - .
DEPRECIATED ' 218 474 - (474) 218
Capital assets, not being depreciated:
Facilities and improvements 3,844 - - 474 4318
Fumimire, machinery & equipment 369 - - - 369
Infrastructure - 85 - - - 85
TOTAL CAPITAL ASSETS, BEING .
DEPRECIATED 4298 - - 474 4,772
Less accumulated depreciation:
Facilities and improvements 987 267 - - 1.254
Fumiture, machinery & equipment 296 20 - - 316
Infrastructure ‘ 9 5 - - . 14
TOTAL ACCUMULATED . ‘
DEPRECIATION 1,292 292 - - 1,584
TOTAL CAPITAL ASSETS, BEING ‘
DEPRECIATED 3,006 {292) - 474 3,188
OTHER PROPRIETARY FUNDS CAPITAL .
ASSETS, NET ' 3,224 182 - - - 3,406
TOTAL BUSINESS-TYPE ACTIVITIES
CAPITAL ASSETS, NET $ 153513 § 6894 % - $ - 3 160,407
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Depreciation expense was charged to functions/programs ofithe primary govemment as follows (in
thousands):

Governmental Activities:

General Government $ 3,427
Public Safety 4,027
Life Enrichment 11,521
Community and Economic Development 7,737
Public Works ' 18,927

Capital assets held by internal service funds that are charged to
various functions based on their usage ofithe assets 3,922
TOTAL $ 49,561

Business-Type Activities:

Sewer $ 4535
292

Parks and Recreation
$ 4827

69



CITY OF OAKLAND

Notes to Basic Financial Statements, (continued)
Year Ended June 30, 2010

Discretely Presented Component Units

Port of Qakland

Capital assets activity for the Port for the year ended June 30, 2010, is as follows (in
thou_sands): _ . :
Transters of

Balance Adjustments Completed Balance
July 1,2009 Additlons & Retlrements  Construction  June 30,2010

Capital assets, not being depreciated:

Land 3 499284 S 20898 § - 3 - ¥ 520182
Intangibles (noise easements and air rights) 7,628 4,927 - - 12,555
Constmetion in progress 127,714 35,769 - (48.636) 114,847
TOTAL CAPITAL ASSETS, NOT BEING
DEPRECIATED 634,626 61,594 - (48.636) 647,584
Capital assets, being depreciated;
Buikling and improvements 809,563 - (465) 36,237 845,335
Container cranes 177,980 - (24,205) - 153,775
Systems and structures 1,535,415 4 460 9.563 1,545,442
Other equipment 73,079 455 (710) 2,836 75,660
TOTAL CAPITAL ASSETS, BEING
DEPRECIATED 2,596,037 459 (24,9200 48.636 2,620,212
Less accumulated depreciation; .
Building and improvements 372,784 34,130 - - 406,914
Container cranes | 84 567 6,401 18,001 - 72,967
Systems and structures 433131 52,703 - - 485834
Other equipment : ~ 36,106 5,576 764 - 40,918
TOTAL ACCUMULATED DEPRECIATION 926,588 98 810 18,765 - 1,006,633
TOTAL CAPITAL ASSETS, BEING ‘
DEPRECIATED, NET 1,669,449 98,351 (6,155} 48,636 1,613,579
CAPITAL ASSETS, NET $ 2304075 § (36757) 3 (6155 § © -8 2,26L163

Durring fiscal year 2010, the Port’s Maritime Division disposed of three container cranes for
a loss of $6,204,000. .With the adoption of GASB Statement No. 51, Accounting and
Financial Reporting for intangible Assets, the Port reviewed its capital asseis and identified
intangible assets (easements and air rights) previously recorded as land. The Port
reclassified these intangible asseis from-land as of July 1, 2008 in the amoimmt of

$7,628,000.
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Capital Leases

The capital assets leased to others at June 30, 2010, consist of the following (in thousands):

Land $ 364,707
Container cranes 153,775
Building and other facilities ' 1,188,380
Total 1,706,862
Less accumulated depreciation ‘ ' (478,275)
Capital assets, net, on lease $ 1,228,587

Operating Leases

A major portion ofithe Port’s capital assets is held for lease. Leased assets include maritime
facilities, aviation facilities, office and commercial space, and land. The majority of the
leases are classified as operating leases.

Certain maritime facﬂltles are leased under agreements, which provide the tenants with
preferential, but nonexclusive, use of the facilities. Certain leases provide for rentals based
on gross revenues of the leased premises or, in the case of marine terminal facilities, on
annual usage of the facilities. Such leases generally provide for minimum rentals and
certain preferential assignments provide for both minimum and maximum rentals.

A summary of revenues from long-term leases for the year ended June 30, 2010, is as
follows (in thousands):

Minimum non-cancelable rentals, including preferential assignments ~ § 159,646
Contingent rentals in excess of minimums - ‘ 14,537
Secondary use of facilities leased under preferential assignments 317

Total S 174,500

The Port and Ports America Outer Harbor Terminal, LLC, a private company, entered into
a long-term concession and lease agreement on January 1, 2010 for the operation of Berths
20-24 for 50 years. A $60 million upfront fee was paid to the Port with offsets of
approximately $7 million for contractual obligations. The net upfront fee of approximately
$53 million at June 30, 2010, is classified as short-term and long-term deferred revenue of:
$1.0 million and $52 million, respectively. The Port’s goals for the concession and lease
agreement for Berths 20-24 was, among other things, 10 maintain the continuous use and
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occupancy of Berths 20-24 by a rent-paying tenant and maximize the annual revenue
guarantee over the life of the concession, while also transferring the risk and responsibility
for the berths to the concessionaire to the greatest extent commercially reasonable to do so.
In furtherance of these goals, the concession and lease agreement provides that the
concessionaire is responsible for any redevelopment of the.benhs. Except for certain
emissions reductions measures which the concessionaire is obligated to implement, the
improvements to be made by the concessionaire are at the discretion of the concessionaire,
subject to market conditions and the concessionaire’s ability to compete for and handle
cargo under the then existing condition of the facilities at Berths 20-24.

Minimum future rental revenues for years ending June 30 under non-cancelable operating
leases having an initial term in excess of one year are as follows (in thousands):

Rental
Year Revenues
2011 $ 170,149
2012 ' , 165,298 ,
2013 155,034
2014 154,882
2015 143,153
2016 - 2020 . 452351
2021-2025 208,210
2026 - 2030 266,169
-2031 - 2035 232,989
2036 - 2040 235,810
2041 - 2045 257,476
2046 - 2050 281,725
Thereafter 631,920
Total $ 3,445.166 ‘
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The Port turned over the operation ofiits Marina to a private company through a long-term
financing lease and operating agreement on May 1, 2004. Minimum future lease: payments
lo be received for the succeeding years ending June 30 are as follows (in thousands):

L.ease
Year Revenues
2011 _ $ 357
2012 ' 367
2013 ) 378
2014 390
2015 401
- 2016 - 2020 ; ) 2,194
2021 -2025 2,544
2026 - 2030 _ 2,949
2031 -2035 3,419
2036 -2040 3,963
204] - 2045 4,594
2046 - 2050 - : 5,326
Thereafier ' 4,648 ' K
Total b 31,530
PROPERTY HELD FOR RESALE

A summary ofichanges in Property Held for Resale is as follows (in thousands):

Balance | Balance

July 1, 2009 Icreases Decreases June 30, 2010
Property held forresale . § 129870 " § 34,049 $ - 3 163,919

The increase in Property Held for Resale represents $4.1 million purchases of property in
the Central District project area, $27.0 million in the Coliseum project area and $3.0
million in Central City East project area for the development purposes.
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(9) ACCOUNTS PAYABLE AND ACCRUED LIABILITIES PAYABLE

Accounts payable and accrued liabilities payable as of June 30, 2010, for the City-’s
individual major funds, non-major governmenlai funds in the aggregate, business-type
activities ~ enterprise fund and internal service funds, are as follows (in thousands}):

Accrued
' Accounls Payroll/Employee
Payable - Benefits Tolal

Governmental funds:
General : § 16079 § 103,127  § 119,206
Federal/State grant fund §.242 921 9,163
Oakland Redevelopment Agency 3,211 - 3211
Municipal Capital improvement Fund 937 87 1,024
Other governmental finds ' 7660 - 7,660
TOTAL ‘ ' 36,129 104,135 140,264
Govemmentai activities - .
Internal service funds _ . 1,433 - 1,433
TOTAL : $ 37562 S 104,135 & 141,697

Business-type activities - Enterprise Fnnds:

Non-Major Parks & Recreation Fund 1 - ]

Sewer Service Fund 1,054 ' 575 1,629
TOTAL $ 1,055 S 575 § 1630

Accoumts payable and accrued liabilities for the pension trust funds and private purpose trust
funds at June 30, 2010, are as follows (in thousands):

Accounts payable h) 51
Investments payable 741
Accrued investrnent management fees 309
Member benefits payable 5,738
Total Pension Trust Funds Accounts Payable
and Accrued Liabilities 6,839
Private Purpose Trust Fund Accounts Payable © 365

Total Accounts Payable and Accrued Liabilities § 7,204
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(10) DEFERRED REVENUE

(11)

Governmental funds report deferred revenue in connection with revenues not considered
available to liquidate liabilities ofi the current period. Governmental and enterprise funds
also defer revenue recognition in comection with resources that have been received bul not

yet earned.

At June 30,720]0, the various components of deferred revenue and unearned revenue
reported were as follows (in thousands):

Unavailable Unearned Total

Governmental Funds: . ‘

General Fund $ 12,394 $ 5,017 b 17411

Federal and State Grants Fund _ 115,812 - 115,812

Oakland Redevelopment Agency 172,212 - 172,212

Other Governmental Funds 37,748 - 37,748
TOTAL GOVERNMENTAL ACTIVITIES h) 338,166 b 5,017 $ 343,183
Business-type activities - Enterprise Funds: ‘

Sewer Service - § - $ 282 % 282

TAX AND REVENUE ANTICIPATION NOTES PAYABLE

The City issued tax and revenue anticipation notes in advance of: property tax collections.
The notes were used to satisfy General Fund obligations and carried an approximate
effective interest rate ofi2.500% for series A notes and 2.250% for series B notes (federally

,taxable) Principal and interest were paid on June 30, 2010.

The short-term debt activity for the year ended June 30, 2010, is as follows {in thousands):

-2 009 - 2010 Tax & Revenue Beginning . Ending
Anticipation Notes - Balance Issued Redeemed  Balance
Series A $ - $115410  $(Q115410) % -
Series B (Federally Taxable) - 46,965  (46,965) , -
TOTAL I - $162,375 $(162,375) $ -
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"~ (12) LONG-TERM OBLIGATIONS

Long-term Obligations

The following is a siitnmary of long-term obhgations as of June 30, 2010 (in thousands):

Governmenta) Activities

' Final Maturity ~ Remaining Interest
Type of Obligation Year Rates Amount
General obligation bonds (A) 2039 250-6.25% ¥ 366,248
Tax allocation, Housing and Other Bonds (B) 2037 2.50 - 8.50% 488,900
Certificate of participation (C) 2012 4.00-5.0% 7,210
Lease revenue bonds (C) 2027 . 3.0-5.50% 270,670
Pension obligation bonds (D) 2023° 6.09-7.31% 210,595
Accreted interest {(C) and (D) 172,971
City guaranteed special assessment .
district bonds (D} 2039 2.0-6.70% 8,298
Notes payable (C) and (E) 2016 1.70 - 8.27% 14,295
Capital leases (C) and (E) ’ 2022 3.54-5.52% 18,483
Accrued vacation and sick leave (C) ' 39.460
Self-insurance liability - workers
compensation {C) 75,695
Self-insurance liability. - general liability (C) 40,067
Estimated environmental cost (B) and (C) - 6,634
Pledge obligation for Coliseumn Authority debt (C) 76,000
Net OPEB obligation (C) 126,237
Interest rate swap agreement (C) 15,083
GOVERNMENTAL ACTIVITIES TOTAL
LONG-TERM OBLIGATIONS ’ 1,940,846
DEFERRED AMOUNTS:
Bond issuance premiums 26,846
Bond refunding loss ' (26,396)
GOVERNMENTAL ACTIVITIES TOTAL
LONG-TERM OBLIGATIONS, NET 51,941,296
Debt service payments are made from the following sources:
(A) Property tax recorded in the debt service funds
(B) Property tax allocated lo the Oakland Redevelopment Agency based on increased assessed
valuations in the project area
©) Revenues recorded in the general fund
(D) Property tax voter approved debt
(E) Revenues recorded in the special revenue funds
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Business-Type Activities

Final Maturity Remaining :
Type of Obligation Year Interest Rates  Amount
Sewer fund - Notes payable 2014 3.00 - 3.50% $ 1,708
Sewer fund - Bonds 2029 3.00-5.25% 54,380
Unamortized Bond Premium ‘ 2,239
BUSINESS-TYPE ACTIVITIES -
TOTAL LONG-TERM OBLIGATIONS $ 58327
Component Unit - Port of Oakland
Fiaai Matarity Remaining
Type of Obligation Year - Interest Rates Amount
Parity bonds ' 2033 3.00-5.875% $ 1,350,390
Notes and loans 2030 0.1 -5.00% 95,392
Total _ ' 1,445,782
Selfi- Insurance liability for workers'
compensation ' 6,00
General liability 3,079
Accrued vacation, sick leave and
compensatory time 5.610
Environmental remediation and other liabilities 22,141
Other pf)st employment benefits 10,389
Total 1,493,901
Unamortized bond discounts and premiums, net 16,341
Deferred loss on refunding (19.253)
COMPONENT UNIT TOTAL LONG-TERM ‘
: S 1,490,989

OBLIGATIONS
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Revenues Pledged for the Repayment of Debt Service

Tax Allocatioh Bonds

The Tax Allocation Bonds (TAB), which are comprised of Series 1992, Series 2003, Series
2005, Series 2006T, Series 2009T, Series 2006A TE/T, Senies 2006B TE/T, and Series
2006C TE/T, are all secured primarily by a pledge of tax increment revenues, consisting of
a portion of all taxes levied upon all taxable properties within each of the redevelopment
project areas, and are equally and ratably secured on a parity with each TAB series. The
total projected tax increment revenue through the period of the bonds is approximately
$3,100,961,349. These revenues have been pledged until the year 2037, the fmal maturity
date of the bonds. -Debt service payments for these TABs is payable semi-armually on
March 1 and September 1. The total principal and interest remaining on these TABs is
$657,153,936 which is 21.2 percent of the total projected tax increment revenues. The’
pledged tax increment revenue recognized during the year ended June 30, 2010 was
$84.,974,716 of which $36,725,380 was used to pay debt service.

Housing Bonds

The Housing Set-Aside TAB, which comprised of Series 2000T, Series 2006A, and Series

2006A-T are equally and ratably secured by the pledge and lien of the 20% tax increment
revenue set-aside and voluntary 5% for the-low and moderate income housing fund. The
total projected 20% set-aside and 5% voluntary revenue through the period of the bonds is
approximately $812,044,115 and $203,011,029, respectively. These reveijues have been
pledged until the year 2037, the final maturity date of the bonds. Debl service payment for
these TABs 1s payable semi-annually on February 1 and August 1. The total principal and
interest remaining on these Housing TABs 1s $147,965,903, which is 14.6 percent of the
total projected set-aside and voluntary tax increment revenues. The pledged 20% set-aside
and 5% voluntary tax increment revenue recognized during the year ended June 30,
2010was $28,324,000, of which $7,506,111 was used to pay debt service.

Debt Compliance

There are a number of limitations and restrictions contained in the various bond indentures
held by the City and Agency. Management believes that the City and Agency are in

compliance. )
Legal Debt Limit and Legal Debt Margin
As of June 30, 2010, the City’s debt limit (3.75% of valuation subject to taxation) was

© $1,129,612,382. The total amount of debt applicable to the debt limit was $366,247,851.
The resulting legal debt margin was $763,364,531. ‘

78



CITY OF OAKLAND

~ Notes to Basic Financial Statements, (continued)
Year Ended June 30, 2010

Interest Rate Swap

Oakland Joint Powers Financing Authority Lease Revenue Bonds, 1998 Series A1/A2

Objective of the interest rare swap. On Janvary 9, 1997, the City entered into a forward-
starting synthetic fixed rate swap agreement (the “Swap”) with Goldman Sachs Mitsui
Marine Derivatives Products, U.S., L.P. (the “Counterparty”) in connection with the
$187,500,000 Oakland Joint Powers Financing Authority (the “Authority”) Lease Revenue
Bonds, 1998 Series AI/A2 (the “1998 Lease Revenue Bonds”). Under the swap
agreement, which effectively changed the City’s variable interest rate on the bonds to a
synthetic fixed rate, the City would pay the Counterparty a fixed rate of 5.6775% through
the end of the swap agreement in 2021 and receive a variable rate based on the Bond
Market Association index. The City received an upfront payment from the Counlerparty of

$15 million for entering into the Swap.

On March 21, 2003, the City amended the swap agreement to change the index on which
the Swap is based from the Bond Market Association index lo a rate equal to 65% of the I-
month London Interbank Offer Rate (“LIBOR”). This amendment resulted in an additional
upfront payment from the Counterparty to the City of $5.975 million.

On June 21, 2005, all of the outstanding 1998 Lease Revenue Bonds were defeased by the
Oakland Joint Powers Financing Authority Refunding Revenue Bonds, 2005 Series A-1, A-
2 and B (“Series 2005 A & B Bonds”). $143,093,669 was deposited with the trustee to
defease the 1998 Lease Revenue Bonds. However, the Swap associated with the 1998
Lease Revenue Bonds still remains in effect. This is now a stand-alone swap with no
association to any bond. The amortization schedule is as follows:

Calculation period Notlonal Fixed Rate To 65% of

(Jul 31) Amount Counterparty LIBOR (1} Net Rate
2010 " §  B4900,000 . 56775% 0.2266%" 5.4509%
2011 . 76,800,000 5.6775% 0.2266%" 5.4509%
2012 68,900,000 5.6775% 0.2266%” 5.4509%
2013 61,200,000 C 56775% 0.2266%" 5.4509%
2014 53,700,000 5.6775% 0.2266%" 5.4509%
2005 0 46,400,000 5.6775% 0.2266% 5.4509%
2016 ' 39,300,000 5.6775% 0.2266%" 5.4509%
2017 32,500,000 5.6775% 0.2266%" 5.4509%
2018 25,800,000 5.6775% 0.2266%’ 5.4509%
2019 19,300,000 5.6775% 0.2266%’ 5.4509%
2020 12,800,000 56775% 0.2266%" 5.45090%
" 2021 6,400,000 5.6775% 0.2266%’ 5.4509%

! Rate is as of 1-month LIBCR on June 30, 2010
? Rates are projections, LIBOR rate fluctuates daly
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Terms. The swap agreement terminates on July 31,.2021, and has a notional amount as of
June 30, 2010 of $84,900,000. The notional amount of the swap declines through 2021.
Under the Swap, the City pays the counterparty a fixed payment of 5.6775% and receives a
variable payment computed at 65% of LIBOR rate (total rate not to exceed 12%). The
City’s payments to the counterparty under the Swap agreement are insured by the third

party bond insurer.

Fair Value. Because interest rates have declined since the execution of the Swap, the Swap
had a negative fair value of $19,082,908 as of June 30, 2010. The fair value was estimated
using the zero-coupon méthod. This method calculates the future net settlement payments
required by the Swap, assuming that the current forward rates implied by the yield curve
correctly anticipate future spot interest rates. These payments are then discounted using the
spot rates implied by the current yield curve for hypothetical zero-coupon bonds due on the

date of each future net settlement on the Swap.

Credit Risk. The issuer and the counterparty take a credit risk to each other over the life of
the swap agreement. This is the risk that either the issuer or the counterparty will fait to
meet its contractual obligations under the swap agreement. The Counterparty was rated
"~ Aat by Moody’s Investors Service, and AAA by Standard and Poor’s as of June 30, 2010.
To mitigate the potential for credit risk, if the counterparty’s credit quality falls betow “A3”
by Moody’s Investors Service or “A-" by Standard and Poor’s, the swap agreement
provides the counterparty, the City, the bond insurer for the Bonds and a third party
coltateral agent to execute a collateral agreement within 30 days of such a downgrade.

Termination Risk. An interest rate swap has some degree of termination risk. Linked to

counterparty risk, a termination of the swap will result in a payment being made or received

by the City depending on the then prevailing interest rate environment. The City may

terminate the Swap if the counterparty fails to perform under the terms of the contract. The

City also may terminate the Swap if the counterparty fails to execute a collateral agreement

~ satisfactory to the City and the bond insurer within 30 days of the.counterparty’s ratings
falting below “A3” by Moody’s Investors Service or “A-“ by Standard and Poor’s.

The counterparty may terminate the Swap if the City fails to perform under the terms of the
contract. The counterparty also may terminate the Swap if the City falls below “Baa3” by
Moody’s Investors Service or “BBB-” by Standard and Poor’s. If at the time of termination
the Swap has a negative fair value the Authority would be liable to the counterparty for a

payment equal to the Swap’s fair value.
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Changes in Long-term Obligations

The cﬁanges in long-term obligations for the year ended June 30, 2010, are as follows (in

thousands}): :
Governmental Activities
Additional
obligations, Current
interest maturities,
accretion retirements
and net and net Amounts due
Balance at increases decreases Balance at within one
July 1,2009  (decreases) {increases) June 30,2010 year .
Bonds Payable: '
General obligation bonds $ 317188 % 64545 § 15485 % 366,248 § 16,817
Tax allocation, Housing and Other bonds 505,765 - 16,865 488,900 19,365
Certificale of participation 10,375 - 3,165 7,210 3,315
Lease revenue bonds 296,985 - 26,315 270,670 27,8?0
Pension obligation bonds 248,455 - 37,860 210,595 14,959
City puaranteed special
assessment district bonds 5,645 3,148 495 8,298 330
Accreted interest on
appreciation bonds 148,580 . 24391 - 172,974 24,021
Less deferred amountis: o
Bond issuance p!-emiums 28,691 908 2,753 26,846 2,777
Bond refimding loss {30.858) - {4,462) (26,396) {(3,806)
TOTAL BONDS PAYABLE 1,530,826 92,992 98,476 1,525,342 105,648
Notes payable 17,610 ' - 3,315 14,295 2,000
Capital Leases 23,235 - 4,752 18,483 3,915
TOTAL NOTES & LEASES 40,845 - 3.067 32,778 5,915
Other Long-Term Liabilities
Accrued vacation and sick leave 36,260 55,134 51,934 39,460 28523
Pledge obligation for
Coliseum Authority debt 79,350 . - . 3,350 76,000 3,550
Estimated environmental cost 8,009 186 1,561 6,634 3,103
Self -insurance liability - workers compensation 77,973 33,445 35723 75,695 18,909
Self -insurance liability - peneral liability 49,237 8,323 17,493 40,067 12,004
Net OPEB obligation 85,758 54,495 14,016 126,237 -
Interest rate swap agreement (1) 18,982 101 - 19,083
“TOTAL OTHER LONG-TERM LIABILITIES 355,569 151,684 124,077 383,176 66,089
TOTAL GOVERNMENTAL ACTIVITIES - i . )
LONG-TERM OBLIGATIONS 31927240 % 244676 § 230620 $ 194129 % 177.652

{1) The July 1, 2009 balance were restated to reflect the impact of prior years interest rate swap agreement per GASB Ne. 53

Internal service funds predominantly serve the governmental funds and therefore, the long-
term liabilities of these funds are included as part of the above totals for governmental
activities. At June 30, 2010, $5,301,867 of capital leases and notes payable related to the
internal service funds are included in the above amounts.
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Business-Type Activities

Current
maturities, Amounts due
Balance at retirements and Balance at within one
July 1, 2009 net decreases June 30, 2010 year
Sewer fund - Noles payable b 2,540 % 832 $ 1,708 § 860
Sewer fund - Bonds 56,090 1,710 54,380 1,800
Unamortized bond premium 2,357 118 2,239 118
Total $ 60987 % 2660 8 58,327 % 2,778
Component Unit - Port of Oakland
Current
Additional maturities,
obligations, retirements Amounts due
Balance at  imteres] accretion and net Balance at within one
B July 1,2009  and net increases _ decreases June 30,2010 year
Senior & Inten nediate bonds $ 1434257 % - % 8387 § 135039 § 36.310
Notes and loans 87,573 22,959 15,140 95,392 196
Total 1,521,830 22,959 99,007 1,445,782 36,506
Self - insurance workers'

COMpensation 6,137 1,699 936 6,900 6,900
General liabili'ly 2571 3.282 2774 3,079 -
Accrued vacation. sick leave arx) :

compensatory time 6,725 466 1,581 5,610 4215
Environmental remediation and others 22227 7,646 7,732 22,141 5,862
Other post employment benefits 5,443 10,019 5,073 10,389 10,389
Unamostized bond discount/

premilam, net 19212 g6 2,957 16,341 3,646
Deferred loss on refunding (19,192) - 61 (19.253) (2.313)
TOTAL DEBT % 1564953 § 46,157 § 120021 5 1490989 § 65205
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Repayment Schedule

The annual repayment schedules for all long-term debt as of June 30, 2010, are as follows
(in thousands):

20]1 2012 013 2014 20135 2016-2020 2021-2025 2036-2030 2031-2035 2036-2040 T odal

Covernmental-rype Activities:
General obligation bonds:

Principal 1 16817 % 17677 % 183571 I 195311 3§ 205714 % 106,002 3 69,873 § 42435 5 31560 § 17055 % 366,247

Lnicrest 18,242 17459 ;6.633 15,738 14814 59247 34,400 22,089 10,495 2615 211,752
Cenificae of participation:

Principal 3315 3 E9S - - 7.210

lmerest J6i, 195 - - - 556
Laase revenue bonds .

Prncipal 27870 o 32,210 33,680 35,2935 31,600 56,445 36,265 17,245 - - 270670

Interest : : 12,354 11,085 9728 8155 6,465 19,026 5,025 873 - - 76721
Pension obligation bonds:

Principel 14959 20,860 156,923 18,861 18,079 78,358 383536 - - - ’ - ' 210,596

Enterest asd woeretion 25,346 17,515 19,632 21,884 23,931 . 151,437 115,354 - - - 375,099
Special assessments bonds-

Principa’ 130 296 N3 130 353 1,995 2,480 530 | 7o 955 £,298

Interest 444 431 a6 400 J83 1619 1016 ° 595 412 156 - 35.872
Tay, allocation, Housing and Odver bonds:

Principal 15365 20,365 21,645 23,580 18,165 - 145,040 84,120 49,855 65,325 31,440 435,900

buerest 27,059 26039 24,929 23,712 22,382 g9,11] 50,085 11615 17,702 1670 316,344
Notes payable .

Principal 2,000 2,158 2325 . 2,485 2,180 3,150 - - - - 14,295

Interest 179 122 6359 410 JJT_ 218 ' - .- - - 3,025
Capital leases )

" Principal ' 1,645 3,267 1,956 2,049 1773 - 4618 505 - - - 18,483

Interest 245 667 531 437 338 740 45 - - . 3,607
Total pr‘incipnl 5 BS,571 5 100787 5 G584]5 § 102.15] 3 52,726 3 355 608 5 243179 5 {10118 3 101593 $ 49,550 3 1,334 699
Total intcrest & accretion $ 85470 5 74123 § 72528 3 70756 5 68650 % 321,198 3 208929 & 57172 § 28609 % 4,443 3 963,076

For governmental activities the specific year for payment of the pledge obligation,
environmental costs, estimated accrued vacation, sick leave, estimated liability for selfr
insurance, estimated claims, and the net OPEB obligation are not practicable to determine.
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Year Ended June 30, 2010
2011 2012 2013 2014 1015 2016-2020  2021-2025  2026-2030 _ Total

Business-type Activities:
Scwerl revenne bonds: -

Principal $ 1800 5 188 5 1985 0§ 2000 $ 2175 5 12575 § 15970 5 15900 5 54380

Interest 2,685 2,595 2,499 2,395 2,306 9836 6,449 2,036 30,801
Scwer noles payable:

Principal 860 274 282 291 . 1,707

Interest 54 25 17 9 105
Taal principat $ 2660 5 2159 5 2267 5 2381 8 2175 S 12575 8 15970 _§ 15900 _§ 56,087
Total intesest $ 27310 5 2620 $.2516 5 2404 5 2306 5 9836 5 6449 5 2036 5 30,906

Port of Oakland

Component Unit -

The Port’s required annual debt service payment for the outstanding long-term debt, not
including Commercial Paper Notes, for fiscal year ending June 30, 2010, are as follows (in

thousands):
Year Ending June 30 Principal Interest Total
2011 5 36,500 b 69,145 b 105,645
2012 46,243 67,266 113,509
© 2013 49,567 64,897 114,464
2014 52,117 62,348 114,465
2015 : 52,921 59,735 112,656
2016 - 2020 293,373 256,444 549,817
2021 -2025 315,097 178,785 493,882
2026 - 2030 373,984 85,169 459,153
2031-2035 136,540 9,117 145,657
$UB TOTAL 1,356,342 852,906 2,209,248
Unamortized bond (discount) premium, nel 16,341 - 16,341
Self-insurance workers' compensation 6,900 - 6,900
General Lability 3,079 3,079
Accrued vacatjon, sick leave .
and compensatory time 5,610 5,610
Other post employmeni benefits 10,389 - 10,389
Environmental remediation and others 22,141 - 22,141
Deferred loss on refunding {19,253) - (19,253)
TOTAL 3 1,401,549 $ 852,906 $ 2,254 455
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In January 2010, the Port defeased $44,505,000 of Series L Bonds with maturity dates from
2020 to 2032 and $3,950,000 of Series N Bonds with maturity dates of 2010 and 2022 with
proceeds from monies received from the Concession and Lease Agreement with Ports
America Outer Harbor Terminal LLC. Funds were deposited in an escrow with the trustee,
US Barik, and invested in United States Treasury Securities - State and Local Govemment
Series (SLGS) in amounts sufficient to pay the principal and interest until November 1,
2012 on which date the outstanding defeased Series L Bonds and Series N Bonds are to be
called for redemption. As of June 30, 2010, the trustee held $48,455,000 in the escrow
(along with interest eamed in the escrow) to pay the remaining principal and interest on the
defeased Series L Bonds and Series N Bonds until the call date of November 1, 2012, The
Port incurred a defeasance loss of $4,158,000, $3,965,000 for Series L and $193,000 for

Sernies N.

Net interest costs of $40,000 were capitalized in fiscal 2010. These amounts represented
capitalized interest expense of $40,000, net of interest revenue of zero for fiscal 2010.

Curmrent Year Long-Tenn Debt Financings

Utility Underground Assessment District No. 2007-232
Piedmont Pines Phase 1, 2010 Limited Obligation Improvement Bonds

On February 23, 2010, the City of Oakland (the “City™) issued $3,148,483 of Utility
Underground Assessment District No. 2007-232, Piedmont Pines Phase 1, 2010 Limited
Obligation Improvement Bonds (the “Bonds™). The Bonds were issued to finance the costs
of the under grounding of street lighting, electric power, telephone and other
communication lines of special benefit to the property with the City’s Utility Underground
Assessment District No. 2007-232, Piedmont Pines Phase I (the “District™). The Bonds are
tax-exempt bonds with a fmal maturity of September 2, 2035; the interest rates of these
bonds range from 2.00% to 6.25%. The Bonds are payable from ad valorem taxes, which is
from the unpaid assessments levied upon real property within the District.

General Obligation Bonds, Series 2009B, Measure DD

On July 22, 2009, the City of Oakland issued $64,545,000 of General Obligation Bonds,
Series 2009B, Measure DD (the “2009B Bonds™). The 2009B Bonds have interest rates
ranging from 3.00% to 6.25% with a fmal maturity in January 15, 2039. The proceeds of
the 2009B Bonds will fund existing projects as well as execute new projects

The City of Oakland Trust for Clean Water and Safe Parks (Measure DD) program was
implemented by the City in November 2002 upon receiving voter approval authorizing the
City to issue $198,250,000 in general obligation bonds to preserve and acquire open space,
renovate parks, provide educational and recreation facilities for children, clean up Lake
Merritt and restore Oakland’s creeks, waterfront and estuary. In August 2003, the City
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issued the first series of Measure DD-general obligation bonds in the amount of
$71,450,000. '

Prior Year's Debt Defeasance

In prior years, the City has defeased various bond issues by creating separate irrevocable
escrow funds. New debt has been issued and the proceeds have been used to purchase U.S.
govemment securities that were placed in the escrow fiinds. The investments and fixed
eamings from the investments are suffrcient to filly service the defeased debt until the debt
is called or matures. For financial reporting purposes, the debt is considered defeased;
therefore, removed as a liability from the City’s govemment-wide financial statements. As
of June 30, 2010, the amount of defeased debt outstanding but removed from the City’s
govemment-wide fmancial statements amounted to $49.0 million.

Authorized and Unissued Debt

The City has $62.3 million (Measure DD) General Obligation Bonds authonzed and
unissued. The voters, in a City election on November 5, 2002, authorized these bonds. The
bonds are to be issued by the City in general obligation bonds for the improvement of Lake
- Merritt, the Estuary, inland creeks, Studio One, and other specifically identified projects in

the City.

Conduit Debt

The following long-term debt has been issued by the City on behalf of named agents of the
City. The bonds do not constitute an indebtedness of the City. The bonds are payable solély
~ from revenue sources defined in the individual bond documents, and from other monies
held for the benefit of the bond holders pursuant to the bond indentures. In the opinion of
City officials, these bonds are not payable from any revenues or assets of the City, and
neither the full faith and credit nor the taxing authority of the City, State or any political
subdivision thereof is obligated for the payment of the principal or interest on the bonds.
Accordingly, no liability has been recorded. The conduit debt issued and outstanding at

June 30, 2010 (in thousands): |

Authorized Outstanding at
and Issned Maturity June 30, 2010

(Qakland JPFA Revenue Bond 2001 Series A Fruitvale

Transit Village (Fruitvale Development Corporation) : $ 19,800  07/01/33 §$. 16,565
Oakland JPFA Revenue Bond 2001 Series B Fruilvale ‘ ‘

Transit Village (La Clinica De La Raza Fruitvale Health Project, Inc) 5,800 07/01/33 5,300
Redevelopment Agency of the City of Oakland, Multifamily Housing .

Revenue Bonds (Uptown Apartment Project), 2005 Series A 160,000 10/01/50° 160,000 |
TOTAL $ 181,865
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(13) GENERAL FUND UNRESERVED FUND BALANCE
The following designations reflect the City of Oakland’s imposition of limitations on the
use of the otherwise available expendable financial resources in the General Fund (in

thousands).

Designations:

Pension obligations - PFRS 7 $ - 79,804
Canyforward for continuing projects 8,513

~ Total designations : ' 88,317
Unreserved/undesignated fund balance , 41,361
Total General Fund unreserved fund balance $ 129,678

(14) SELF-INSURANCE

Changes in the balances of: claims liabilities for all self-insured claims for the years ended
June 30, 2010 and 2009 are as follows (in thousands):

Workers' Compensation

2010 2009
Unpaid claims, beginning of fiscal year $§ 77973 § 80,382
Current year claims and changes in estimates 33,445 22,044
Claims paymnents (35,723) {24,453)
Unpaid claims, end of fiscal year (Note 12) ~ * $ 75695 § ° 77.973
General Liability
' 2010 2009
. Unpaid claims, beginning of fiscal year i § 49237 § 50,242
Current year claims and changes in estimates 8,323 12,551
Claims payments : (17,493) (13,556)

Unpaid claims, end of fiscal year (Note 12) - $ 40,067 § 49,237

The above estimated undiscourited liability for claims and contingencies is based on the
results of actuarial studies and includes amounts for claims incurred but not reported and
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allocated loss adjustment expenses. The estimated liability is calculated considering the
effects of inflation, recent claim settlement trends, including frequency and amount of

“payouts, and other economic and social factors.

Primary Government

The City is exposed to various risks of loss related to torts: theft of, damage to, and
destruction of assets; errors and omissions; employee’s injuries; natural disasters;
unemploymenl coverage; and providing health benefits to employees, retirees and their
dependents. For the past three years, there have been no significant reductions in any of the
City’s insurance coverage and no settlement amourits have exceeded commercial insurance
coverage. The City’s self-insured retention level have been increased by $2 million except

for workers” compensafion effective July 1, 2009.

The City is self-insured for its general liability, malpractice liability, public officiaFs errors
- and omissions, products & completed operations, employment practices liability, and auto

liability up to $4.000,000 retention level and up to $750,000 retention level for worker’s
" compensation and has excess reinsurance with the Califomia State Association of Counties

~ Excess Insurance Authority as described below.

Property Damage

Property damage risks are covered on an occurrence basis by commercial insurance
purchased from independent third parties. All properties are insured at full replacement
values after a $25,000 deductible to be paid by the City.

General Liability

Numerous lawsuits are pending or threatened against the City. The City estimates that asof
June 30, 2010, the amowmt of liability determined to be probable of occurrence is
approximately $40,067,000. Of this amount, claims and litigation approximafing
$12,004,000 are estimated to be due within one year. The recorded liability is the City’s
best estimate based on available information and may be revised as {urther informnation is
obtained and as pending cases are litigated. The City and the Agency are involved in
various claims and litigation arising in the ordinary course of its activities. In the opinion of
the Agency’s in-house counsel, the City Attomey’s Office for the City, none of these
claims are expected to have a significant impact on the financial condition or changes in

financial position of the City and the Agency.

The City has not accumulated or segregated assets or reserved fund balances for the
payment of estimated claims and judgments.
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Workers’ Compensation

The City is self-insured for workers’ compensation. Payment of claims is provided through
annual appropriations, which are based on claim payment experience and supplemental
appropriations, Of the $75,695,000 in claims liabilities as of June 30, 2010, appr0x1mately
$18,909,000 is estimated to be due within one year.

Insurance Coverage

On July 15, 2002, the City entered into a contract with the Califomia State Association of
Counties - Excess Insurance Authority (CSAC EIA), a joint powers authority, whose
purpose is to develop and fund programs of excess insurance for its member counties and
cities. Effective July 1, 2009, the self-insured retention levels and purchased insurance per

occurrence are as follows;

Type of Coverage Self-Insurance Retention  Insurance Authority/Purchase Insurance
General Liability up to $4,000,000 $4,000,000 to $29,000,000 per occurrence
Automobile Liability up to 54’00()’000. $4.000,000 to $29,000,000 per occurrence
Public Officials Errors up to $4,000,000 $4,000,000 to $29,000,000 per occurrence/annual

and Omissions : aggregale )
Products and Completed up to $4,000,000 $4,000,000 to $29,000,000 per occurrence/annual
Operations . aggregate :
Employment Practices up to $4,000,000 $4,000,000 to $29,000,000 per occurrence/annual
Liability aggregale '
Worker's Compensation up to $750,000 $750,000 to $100,000,000 per occurrence/annual
' aggregate
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Discretely Presented Component Unit

Workers’ Compensation

The Port is exposed to risk of loss related to injuries of employees. The Port is self-insured
and self-administered for workers’ compensation up to a maximum of $750,000 per
accident. The Port carries commercial insurance for claims in excess of $750,000 per
accident. There were no workers’ compensation claims paid in fiscal years 2010, 2009,

and 2008 above the $750,000 per accident limit

Claim expenses and liabilities are reported when it is probable that a loss has occurred and
the amount of the loss can be reasonably estimated. These losses are based on an actuanal
valuation performed as of June 30, 2010 and include an estimate of claims that have been
incurred but not reported. Estimated Reserves can be defined as “actuarial central
estimates” which represent the expected range of reasonably possible outcomes. The
probabiiity level refers to the probability that actual fiiture payments will not exceed the

indicated reserve amount. ‘

The June 30, 2010 Worker’s Compensation Loss Reserve amount of $6,900,000 has been
based upon an actuarial study. Total reserve is equal to case reserves plus incurred but not
reported (IBNR) reserves. Case reserves are- established by individual claims adjusters.
The IBNR reserves are estimated by the Actuary and include reserves for late reported
‘claims as well as developments on known claims. The reserve amount is net of excess
insurance on an expected value, undiscounted basis. The loss reserve amount represents an
estimated reserve amount required to satisfy the Port’s retained liability without a
-contingency provision for unanticipated development. Changes in the reported liability
resulted from the following (in thousands):

2010 2009
Workers’ compensation liability at beginning of fiscal year Y 6,137 8 6,000
Current year claims and changes in estimates 1,699 962
Claims payrnents (936) (825)
Workers' compensation liability at end of fiscal year b3 6500 % 6,137
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General Liability

The Fort maintains general iiability insurance in excess of specitied deductibles. For the
Airport, coverage is provided in excess of $200,000 in the aggregate up to a maximum of
$200,000,000. For the harbor area and the Port’s real estate holdings, coverage is provided
in excess of $1,000,000 per occurrence up to an aggregate amount of $150,000,000 per
occurrence. Additionally, the Port maintains a Public Ofticials Errors & Omissions and
Employment Practices policy. The policy limits are $25,000,000 with a $500,000 per
claim deductible. Defense costs are in addition to the policy limits, but are included in the
deductible. The Port is uninsured for losses in excess of these amounts. Casualty losses
are accrued when it is determined that a loss to the Port is probable and the amount is

estimable.

As of June 30, 2010, the Port was a defendant in various lawsuits arising in the normal
course of constructing pubhc improvements or construction related claims for unspecitied
- amounts. The ultimate disposition of these suits and claims is not known. The Port’s
instirance may cover a portion of any losses. For additional information, contact the Port of
* Qakland, 530 Water Street, Qakland, California 94607. Changes in the reported liabihties,
which is included as part of long-term obligations is as follows:

_ 2010 2009
General liability at beginning of fiscal year $ 2571 % 3,925
Current year clajms 'and changes in estimates ' 3,282 1,131
Vendor payments {2,774) (2,485)
General liability at end of fiscal year $ 3,679 § 2,571
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(15) JOINT VENTURE

Oakland-Alameda County Coliseum

The City is a participant with the County of Alameda (the County) in a joint exercise of
powers agreement known as the QOakland-Alameda County Coliseum Authority (the
Authority), which was formed on July 1, 1995, to assist the City and County in the
financing of public capital improvements in the Oakland-Alameda County Coliseum
Complex {Coliseum Complex) pursuant to the Mark-Roos Local Bond Pooling Act of
1985. The Oakland-Alameda County Coliseum Financing Corporation (the Corporation) is
reported as a blended component unit of the Authority. The eight-member Board of
Commissioners of the Authority consists of two council members from the City, two
members of the Board of Supervisors from the County, two appointees of the City Council,
and two appointees of the Board of Supervisors. The Board of Directors of the Corporation
consists of the City Administrator and the County Administrator. : .

In August 1995, the Authority issued $9,200,000 in Fixed Rate Refunding Lease Revenue
Bonds and $188,500,000 in Variable Rate Lease Revenue Bonds (collectively known as the
Stadium Bonds) to satisfy certain obligations of the Authority, the City, the County, the
Corporation and Oakland-Alameda County Coliseum Lie. {Coliseum Inc.), which manages
the operations of the Coiiseum Complex, to finance the costs of remodeling the stadium
portion of the Coliseum complex as well as relocating the Raiders football franchise to the

City.

On May 25, 2000, the Authority issued $201,300,000 in series 2000 C and D Refimding
Bonds to retire $181,900,000 of the 1995 Variable Rate Lease Revenue Stadium Bonds
($188,500,000 less $6,600,000 principal payment). In February 2004, the 1995 Fixed Rate
Refunding Lease Revenue Bond was fully repaid from the escrow established in 1995 at
the time the Coliseum Authority issued the Stadium Bonds. .

The Stadium Bonds are limited obligations of the Authority payable solely from revenues
of the Authority, consisting primarily of base rental payments to be received by the

" Authority from the City and the County. The source of the Coliseurn Authority’s revenues
relating to football games consists primarily of a portion of club dues, concession and
parking payments. In the event that such football revenues and other revenues received in
connection with the Stadium are insufficient to make base rental payments, the City and the
County are obligated to make up the shortfall in the base rental payments from their
respective General Funds. The City and the County each have covenanted to appropriate
$11 million annually to cover such shortfalls in revenue; however, the City and the County
are jointiy .and severally liable to cover such shortfall, which means that the City could
have to pay up to $22 mnillion annually in the event of default by the County.

On August 2, 1996, the Authority issued $70,000,000 Series A-1 and $70,000,000 Series
A-2 Variable Rate Lease Revenue Bonds (Arena Bonds) to tinance the costs of remodeling
the Coliseum Arena (Arena) and to satisfy certain obligations of the Authority, the City, the
County and Coliseum Inc. in connection with the retention of the Golden State Warriors
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(the Warriors) to play professional basketball at the Arena for at least 20 basketball
seasons, beginning with the 1997-98 season. These obligations are evidenced in a series of
agreements (the Warriors Agreements) between the Warriors, the City, the County,

Coliseuin Inc. and the Authority.

Under the Warriors Agreements, the Arena Bonds were limited obligations of the
" Authority, payable solely from base rental revenues of the Authority received by the
Authority on behalf of the City and the Coimty. These revenues consist of base rental
payments from the City and County and certain payments from the Warriors of up to
$7,428,000 annually from premium seating revenues, and other payments from Arena
operations. If the revenues received from the Warriors and from Arena operations are not
sufficient to cover the debt service requirements in any fiscal year, the City and County are
obligated to make up the shortfall in the base rental payment from their respective General
Funds. The City and the County each have covenanted to appropriate up to $9,500,000
annually to cover such revenue shortfalls; however, the City and the County are jointly and
severally liable to cover such shortfalls, which means that the City could have to pay up to
$19,000,000 annually in the event of default by the County.

The Coliseurn Authority entered into an agreement with the Oakland Coliseum Joint
Venture to manage the entire Coliseum complex beginning July 1, 1998. On January 1

2001, the Coliseum Authority terminated its agreement with Oakland Coliseum Joint'
Venture and reinstated its Operating Agreement with Oakland-Alameda County Coliseumn,
Inc. Oakland-Alameda County Coliseum, Inc. subcontracted all of the operations of the
Coliseum Complex to the Oakland Coliseum Joint Venture. The Operating Agreement
between the Coliscum Authority and Coliseum Inc. expired, by its terms, on July 31, 2006.
The Authority entered into a Temination Agreement whereby, in return for certain
- consideration, the Authority agreed to perform the duties of Coliseum, Inc. on .and afier
August I, 2006. The Authority’s Management Agreement with Oakland Coliseumn Joint

Venture explres in June, 2012.

Debt service requirements for the Coliseum Authority debt are as follows (in thousands):

For the Period Stadium Debt Arena Debt

Ending June 30, Principal Interest - Principal Interest
2011 $ 7,000 $ 5212 $ 3950 $ 6,720
2012 7,500 4,951 4,050 6,474
2013 7,900 4,669 4,400 6,221
2014 . ' 8,300 © 4,399 4,750 5,948
2015 , . 8,700 4,106 5,150 5,652
2016-2020 49,600 15,674 31,000 23,050
2021-2025 62,900 6,031 43,850 11,916
2026 - - 8,605 . 520
Total § 152,000 $ 45,042 $ 105,755 $ 66,501
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Complete financial statements for the Authority can be obtained from the County Auditor-
Controller’s office at 1221 Qak Street, Oakland, CA 94612.

Under the joint exercise of power agreement, which formed the Authority, the City is
responsible for funding up to 50% of the Authority’s operating costs and debt service
requirements, to the extent such funding is necessary. During the year ended June 30, 2010,
the City made contributions of $10,063,000 to fund its share of operafing deficits and debt

service payments of the Authority.

The Coliseum Authority has anticipated a deficit for operating costs and repayment of its
Stadium bonds, such that the City and County may have to contribute to base rental
payments. Of the $20,500,000 appropriated in the General Fund as part of the above
agreements, it is esfimated that the City may have to contribute $10,034,000 for the 2010-
11 fiscal year. There are many uncertainties in the estimation of revenues for the Authority
beyond one year into the future; therefore, the City has established a liability to fund the
Authority deficit in the statement of net assets in an amount equal to its contingent share
(50%) of the outstanding Stadium bonds in the amount of $76,000,000. The City has not
established a contingent liability for the Arena Bonds because management is of the
opinion that revenues from the Arena, including payments from the Warriors and revenues
from Arena operations, will be sufficient to cover the debt payments.
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(16) PENSION PLANS

The City has three defined benefit retirement plans: Police and Fire Refirement System
(PFRS), Oakland Municipal Employees’ Retirement System (OMERS) and Califomia
Public Employees® Retirement System (PERS). PFRS and OMERS are closed plans that
cover employees hired prior to July 1976 and September 1970, respectively. These two
plans are considered part of the City’s reporting entity and are included in the City’s basic
financial statements as pension trust funds. City employees hired subsequent to the plans’
closure dates are covered by PERS, which is administered by the State of California.

Member and employer contributions are recognized in the period in which the contributions
are due pursuant to formal commitments, as well as contractual or siatulory requirements,
and benefits and refunds are recognized when due and payable, in accordance with the

terms of the plans.

PFRS - ___OMERS PERS
Type of plan Single employer Single employer Agent multi-employer
Reporting entity City City ° State
L.ast complete actuarial smdy July 01, 2010 July 01, 2010 June 30, 2009

Police and Fire Retirement System (PFRS)

PFRS provides death, disability and service retirement benefits to uniformed employees
and their beneficiaries. Members who complete at least 25 years of service, or 20 years of
service and have reached the age of 55, or have reached the age of 65, are eligible for
retirement benefits. The basic retirement allowance equals 50% of the compensation
attached to the average rank held during the three years immediately preceding retirement,
plus an additional allowance of 1-2/3% of such compénsation for each year of service (up
to ten) subsequent to: a) qualifying for retirement, and b) July 1, 1951. Early retirees will
receive reduced benefits based on the number of years of service. Benefit provisions and all
other requirements are established by the City Charter (Charter). The June 30, 2010 stand
alone financial statements are available by contacting the City Administrator’s Office, One

Frank Ogawa Plaza, Oakland, California.94612.

In accordance with the Charter, active members of PFRS contribute a percentage of eamed -
sahiries based upon entry age as determined by the City’s consulting actvary. During the
year ended June 30, 2010, these contributions ranged from 5.47% to 6.05%. By statute,
employee contributions are limited to 13% of eamed salaries. Employee contributions are
refundable with interest at 4% per annum if an employee elects to withdraw from PFRS

upon termination of employment with the City.

The City contributes, at a minimum, such amounts that are necessary, determined on an
actuarial basis, to provide assets sufficient to meet benefits to.be paid to PFRS members.
The City is required to fund all habilities for future benefits for all members by June 30,
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2026. In order to do so, the City makes contributions at rates established by consulting
actuaries based upon plan valuations using various assumptions as to salary progression,
inflation, and rate of return on investments. The City’s contributions are based on a level
percentage of all uniformed employees’ compensation. Significant actuarial assumptions
used to compute actuarially determined contribution requirements are the same as those
used to compute the pension benefits. The City issued pension obligation bonds in February
1997 to fund PFRS through 2011. Bond proceeds in the amount of $417,173,300 were
contributed in fiscal year 1997 and, as a result, no employer contributions are contractually
required through fiscal year 2011. In fiscal year 2005, the City made an advance
contribufion of $17,709,888 to PFRS.

The City’s actuaries do not make an allocation of the contribution amount between normal
cost and the unfimded actuarial liability because the plan is closed. The actuarial
calculations are based on the aggregate cost method and the asset valuation method is on
the market value basis. The aggregate actuarial cost method does not identify and

separately amortize unfunded actuarial liabilities.

The City’s aimual pension cost and prepaid asset, computed in accordance with GASB
Statement No. 27, Accounting for Pensions by State and Local Governmental Employers,
for fiscal year ended June 30, 2010, were as follows:

~

Annual Required Contribution (ARC) $ (41,000,000)
Interest on pension asset 19,503,496
Adjustment to the annual required contribution (22,294,469)
Annual Pension Cost ' (43,790,973)
Pension contribution - -
Pension assets, beginning of year : 243,793,694
Pension assets, end of year $£200,002,721

The following table shows the City’s annual pension cost and the percentage contributed
for the fiscal year 2010 and each of the two preceding years:

Fiscal Year Annual Pension  Percentage (%) Net Pension
Ended June 30 Cost Contributed Asset
2008 $ 31,551,278 - $ 275,281,092
2009 31,487,398 - 243,793,694

2010 43,790,973 - 200,002,721

4
L

Subsequent to receipt of pension obligation bond proceeds, the City was not contractually
required to pay the actuarial armual required contribution through the year 2011.
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Actuarial Assumptions and Funded Status

Information regarding the funded status of the plan as of the most recent valuation. date 1s
shown below (in milhons).

Actuaria] UAAL asa
Accrued Actuaria}  Unfunded Percentage of
Actuarial Liability Value of AAL Funded - Covered " Covered
Valuation (AAL) Assets (UAAL) Ratio Payroll Payrol!
Date (a) (t) (a-b) {b’a) (c) {(a-b)/c)

77172010 % 7922 $2978 % 4944 37.6% b 0.1 494400%

Multiyear trend actuarial information about whether the actuarial value of plan assets is
increasing or decreasing relative to the actuarial accrued liability for benefits over time is
presented in the Required Supplementary Information (RSI) immediately following the
notes lo the basic financial statements.

A summary of the actuarial methods and significant assumptions used to calculate the
fimded status of the plan and the annual required contribution for fiscal year ended June 30,

2010 are as follows:

Valuation date 71172010 71112007 +*
Actuarial Cost Method Entry Age Normal Cost Method Entry Age Normal Cost Method
Investment Rate of Return 7.00% 8.00%

Inflation Rate, U.S. 3.25% 3.25‘%;

Inflation Rate, Bay Area ' 3.50% 3.50%

Long-term General Pay Increases 4.50% 4.75%

Long-term Post-retirement benefll increases ;1.50% ‘ 4.75%
Amortization Method Level Dollar Leve! Dollar

Amortization Period . Closed leve! dollar over a 40 year 29 years Closed as of July 1, 2007

period from the GASB 25 transition
date (26 years remaining as of

7/01/2010) -

Actuarial Value of Assels Expected actuarial value plus 20% of.  Expected actuarial value plus 20% of
the diflerence from market value, the difference from market value,
with 110% and 90% market value with 110% and 90% marke1 value
corridor. ' corridor.

* The July 1, 2010 valuation was used 10 determine the fimded status
- ** The huly 1, 2007 valuation was used to determine the annual required contribution for 2010
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Oakland Municipal Employees Retirement System (OMERS)

OMERS provides death, and service retirement benefits to participants of the plan,
Members who complete at least 20 years of service and have reached the age of 52, or who
complete at least 5 years of service and reach the age of 60, are eligible for retirement
benefits. The retirement allowance is calculated on a basis which takes into account the
fmal three-years’ average compensation, age and the number of years of service. Benefit
provisions and all other requirements are established by the Charter. The June 30, 2010
- stand alone financial statements are available by contacting by the City Administrator’s
Office, One Frank Ogawa Plaza, Oakland, Califomia 94612.

All active non-uniformed City employees hired prior to September 1970 have transferred to
CalPERS as of July 1, 2004. Accordingly, OMERS did not receive any employee
contributions during the year ended June 30, 2010, and will not receive any employee
contributions in the future. Because of the Retirement System current funding status, the
City is currently not required to make contributions to OMERS. The actuarial calculations
are computed using the “aggregate cost method™ and the asset valuation is on a market
value basis. Under this method, the normal cost is the actuarial present value of a member’s
benefit divided by the member’s expected future working lifetime. The funding of the
unfunded actuarial accrued liability is based on a level percentage of pavroll over a period

ending July 1, 2020, as required by the City Charter

Actuarial Assumptions and Funded Status

Information regarding the funded status of OMERS as of the most recent valuation date is
shown below (in thousands).

Actuanal . UAAI asa
Accrued Actuarial Unfunded Percentage of
Actuarial Liability Value of AAL Funded | Covered Covered
Valuation (AAL) AssEls (UAAL) _ Ratio Payroli Payroll
Date (a) by {(a-b) {b/a) {(c) ((a-b)/c)
7/1/2010 § 5471 % 4728 %8 743 86.4% $ - n/a

Multiyear trend actuarial information about whether the actuarial value of Plan assets is
increasing or decreasing relative to the actuarial accrued liability for benefits over time is
presented in the Required Supplementary Information (RSI) immediately followmg the

notes to the financial statements.
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A summary of the actuanial methods and significant assumptions used to calculate the
funded status ofithe plan and the annual required contribution for fiscal year ended June 30,

2010 are as follows:

Valuation date 71172010 * 7172007 **
Actuarial Cost Method Entry Age Normal Cost Method Entry Age Normal Cost Method
Assetl Valuation Method Mérkel Value Market Value
Investmem Rate of R::tum 6.50% 8.00%
Inflation Rate ' 3.25% 325%
Cost-of-living Adjustments 3.00% ' 3.00%

: Amo;ﬁzaﬁon Method Closed Level Doliar N/A**

' 6 Years N/A™

Amortization Period

* The July 1, 2010 valuation was used to determine the funded status
** The July 1, 2007 valuation was used 10 determine the annual required comnbutton for 2010

*** Note applicable because OMERS is in a surplus position
California Public Employees Retirement Systems (PERS)

Plan Description

The City of Qakland contributes to the Califomnia Public Employees Retirement System
(PERS), an agent multiple-employér public employee defined benefit pension plan. PERS
provides retirement and disability benefits, annual cost-of-living adjustments, and death
benefits to plan members and beneficiaries. PERS acts as a commeon investment and
administrative agent for participating public entities within the Siate ofi Califomia. Benefit
provisions and all other requircments are established by state statute and City ordinance.
Copies of PERS’ annual financial report may be obtained from their Executive Office - 400
P Street, Sacramento, CA 95814. A separate report for the City’s plan is not available.

Funding Policy

Participants are required to contribute 8% (9% for police and 13% for fire employees) ofl
their annual covered salary. The City makes the contributions required of City employees
on their behalfi and for their account. The City is required to contribute at an actuarially
determined rate; the current rate is 19.588% for non-safety employees and 27.877% for
police and fire employees, of annual covered payroll. The contribution requirements ofi the
plan members and the City are established and may be amended by PERS.
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Annual Pensjon Cost

For 2009-10, the City’s annual pension cost of $94,316,018 was equal to the City’s
required and actual contribution. The required contribution was determined as part of the
June 30, 2007, actuarial valuation using the entry age normal actuarial cost method. The
actuarial assumptions included (a) 7.75% investment rate of return (net of administrative
expenses), (b) projected annual salary increases that vary by duration of service (3.25% to
14.45%), and (c) payroll growth of 3.25%. Both (a) and (b) included an inflation
component of 3.00%. The actuarial value of PERS assets was determined using techniques
that smooth the effects of short-term volatility in the market value of investments over a
four-year period (smoothed market value) PERS unfunded actuarial accrued liability is
being amortized as a level percentage of projected payroll over a closed 20 year period.

Three-Year Trend Information for PERS
(in millions)

Fiscal Year ~ Annual Pension Percentage of Net Pension
Ended June 30, Cost (APC) APC Contributed Obligation
2008 $ 979 100% ¥ -
2009 98.2 - 100 -
2010 94.3 100 o -

Funded Status and Funding Progress for Pension Plans

Safety Plan

As of June 30, 2009, the most recent actuarial valuation date, the Public Safety plan was
74.4% funded. The actuanal accrued liability for benefits was $1,194,359,091, and the
actuarial value assets was $888,250,432, resulting in an unfunded actuarial accrued liability
(UAAL) of $306,108.659. The annual covered payroll was $150,306.150, and the ratio of
the UAAL to the annual covered payroll was 203.7%.
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A summary of the actuarial methods and significant assumptions used to calculate the
funded status of the plan and the ammual required contribution for fiscal year ended Jime 30,

2010 are as follows:

-Valumion dale
Acniarial Cost Method
Amortization Method
Average Remaining Period
Asset Valuation Method
. Actuarial Assumptions
Investment Rate of Return

Projected Salary Increases

Inflation
Payroll Growth

. Individual Salary Growth

6/30/2009 *
Entry Age Normal Cost Method
Level Percent of Payroll
31 Years as of the Valuation Date
15 Years Smoothed Market
7.75'% (net of administrative expenses)

3.25% 0 13.15% depending on Age,
Service, and type of employment

3.00%

3.25%

A merit scale varying by duration of
employmernt coupled with an assum
annual inflation growth of 3.00% and an
annual production growth of 0.25%

* The June 30, 2009 valuation was used to determine the funded status
** The June 30, 2007 valuation was used to determine contribution requirements for 2010

‘Miscellaneous Plan

6/30/2007 **

Entry Age Normal Cost Method

" Level Percent of Payroll

32 Years as of the Valuation Date

15 Years Smoothed Market

7.75% (net of administrative expenses)

3.25% 10 13.15% depending on Age,
Service, and type of employmen|

3.00%

3.25%

A merit scale varying by duration of
employment coupled with an assum
annual inflation growth of 3.00% and an
annual production growth of 0.25%

As of June 30, 2009, the most recent actuarial valuation date, the Miscellaneous Plan was
80.2% funded. The actuarial accrued liability for benefits was $1,876,286,272, and the
actuarial value assets was $1,505,314,108, resulting in an unfunded actuarial accrued
liability (UAAL) of $370,972,164. The annual covered payroll was $224,759,546, and the
ratio of the UAAL to the annual covered payroll was 165.1%. , '
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A summary of the actuarial methods and significant assumptions used to calculate the
funded status ofithe plan and the annual required contribution for fiscal year ended June 30,

2010 are as follows:

Valuation date

Actuarial Cost Method

Amortization Method

Average Remaining Period

Asset Valuation Method

Actuarial Assumptions
Investment Rate of Return

Projecied Salary Increases

Inflation

Pay1oll Growth

Individual Salary Growth

- 6/30/2009 *
Entry Age Actuarial Cost Method
Level Percent of Payroll
.20 Years as of the Valuation Date

15 Years Smoothed Market

7.75% (ret of administrative expenses)

3.25% to 14.45% depending on Age,
Service, and type of employment

3.00%

325%

A merit scale varying by duration of
empioyment coupled with an assumed
annual inflation growth of 3.00% and an
annual production growth of 0.25%

* The June 30, 2009 valuation was used 1o determine the funded status
** The June 30, 2007 valuation was used to determine contribution requirements for 2010

6/30/2007 **
Entiy Ape Actuarial Cost Method
Level Percent of Payroll
20 Years as of the Valuation Date

15 Years Smoothed Market

7.75% (net of administrative expenses}

3.25% to 14.45% depending on Age,
Service, and type of employment

3.00%

325%

A merit scale varying by duration of
employment: coupled with an assumed annual
inflation growth of 3.00% and an annual
production growth of .25%

The schedule of funding progress for Public Safety and Miscellaneous Plans are presented
as RSI following the notes to the fmancial statements, and presents multi-year trend
information about whether the actuarial valuation ofi plan assets is increasing or decreasing
over time relative to the actuarial accrued liability for benefits.
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(17) POST EMPLOYMENT BENEFITS . OTHER = THAN PENSION
BENEFITS (OPEB)

Primary Government

Plan Description

The City has three programs in place to partially pay health insurance premiums for certain
classes of retirees from City employment. The City retirees are eligible for retiree health
benefits if they meet certain requirements relating to age and service. The retiree health
benefits are described in the labor agreements between the City and Local Unions and in
City resolutions. The demographic rates used for the Califomia Public Employee
Retirement System (PERS) were public safety employees retirements benefits under a 3%
@ 50 formula and miscellaneous employees retirement benefits under a 2.7% @ 55

formula. .

The City’s agent multi-employer defined benefit retiree health plan allows eligible retirees
. and their dependents to - receive employer paid medical insurance benefits through
CALPERS. The medical insurance reimbursement is not to exceed the Kaiser-HMO
family plan rate. The Retiree Health Plan also includes dental, and vision benefits and
reimbursement of Medicare part B monthly insurance premium. The Retiree Health plan

does not issue a separate financial report.

“Funding Policy

The City pays part of the health insurance premiums for ail retirees from City empioyment
receiving a pension aimuity eamed through City service and participating in a City-
sponsored PERS health benefit plan on a pay-as-you-go basis. The City paid $14,016,359
for retirees under this program for the year ended June 30, 2010.

103



CITY OF OAKLAND
Notes to Basic Financial Statements, (continued)
Year Ended June 30, 2010

Annual OPEB Cost and Net OPEB Obligation

The City’s annual post employment benefit cost and net OPEB obligation for the plan as of
and for the fiscal year ended June 30, 2010 using a 4.00% interest rate scenario, were as
follows (in thousands):

Annual Required Contribution {ARC) $ 54,635
Interest on net OPEB obligation 3,430
. Adjustment to ARC (3.570)
Annual OPEB cost ' 54,495
Emiployer Contribution (14,016)
Increase in net OPEB obligation 40,479
Net OPEB obligation - beginning of year 85,758

Net OPEB obligation - end of year $ 126,237

The City’s annual OPEB cost, the percentage of annual OPEB cost contributed during the
fiscal year, and the net OPEB obligation at the end of the year for the City’s single
employer healthcare plan were as follows (in thousands).

Percentage of

Fiscal Year Annual Annual OPEB Net OPEB

Ended OPEB Cost Cost Contributed - Obligation
06/30/08 $ 54,635 20.07% $ 43,668
06/30/09 54,564 22.86% 85,758
06/30/10 : 54,495 25.72% . . 126,237
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Funded Status and Funding Progress

As summarized in the table below, as of July 1, 2008, the most recent actuarial valuation
date, was zero percent funded on an actuarial basis for other postemployment benefits
(OPEB). Changes to the UAAL for the OPEB Plan was primarily the result of actuarial
value of assets i1s zero and unfavorable investment retums during the last two years. The
City is on a pay-as-you-go funding with no money set aside for future liabilities which are
already incurred. The specific funding status for the OPEB plan is summarized in the table

below, as of the June 30, 2010 (in thousands):

Actuarial UAAL asa
Accrued Actuarial - Percentage of
Actuarial Liability Value of Funded Covered Covered
Valuation (AAL) Assets  Unfunded AAL  Ratio Payroll Payroll
Date () (b)  (UAAL) (ab)  (bla) (© ((a-b)c)
7172008 % 591,575 % - § 591,575 0.0% $ 304,876 194.0%

“The Schedule of Funding Progress, presented as Required Supplementary Information
(RSI) following the Notes to Basic Financial Statements, presents information about
whether the actuarial value of plan assets increased or decreased in fiscal year 2010 over
the transition year in relation to the actuarial accrued liability for benefits.  Actuarial
valuations involve estimates of. the value of reported amounts and assumptions about the
probability of events far into the future, and actuarially determined amounts are subject to
continual revision as actual results are compared with past expectations and new estimates

are made about the future.

Projections of benefits for financial reporting purposes are based on the substantive plan in
effect and include the types of benefits provided at the time of each valuation and the
historical pattern of. sharing of benefit costs between the employer and plan members to
that point. The actuarial methods and assumptions used include techniques that are
designed to reduce the effects of short-term volatiiity in actuarial accrued liabilities and the
actuarial value of assets, consistent with the long-term perspective of the calculations.
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Actuarial Methods and Assumptions for OPEB Plan

The actuarial methods and assumptions used include techniques that are designed to reduce -
the effects of shori-term volatility in actuarial accrual liabilities and the actuarial value of
assets, consistent with the long-term perspective of the calculations. The more significant
actuarial methods and assumptions used in the calculations of the annual OPEB cost, the
aimual required contribution, and the funded status and funding progress for the fiscal year

ended June 30, 2010 are as follows: .

Valuation Date July 1, 2008

Actuaria] Cost Method Entry Age Actuaria]l Cost Method
Amortization Method Level Percent of Payroll

Average Remaining Period 30 Years as of the Valuation Date
Assetl Valuation Method 5 Years Smoothed Market
Discoupnl rate 4.00%

Salary Increases 2.50% per year growth

Inflation 3.00% '

Retirement benefit @ 3% 50 fomwla for Safety employees and @ 2.7%
55 formula for Miscellaneous employees

Health Care costtrends rate * gog, for fiscal year 2009, graded down to 5.00% for fiscal year 2015 and
beyond. The trend rate is determined by the plan sponsor based on
historical data and anticipated experience under the plan.

, Demographic rate

Discretely Presented Component Unit — Port of Oakland OPEB

Plan Description

The Port contributes to the Califomia Employer’s Retiree Benefit Trust (CERBT), a single-
employer defined benefit postemployment healthcare plan administered by CALPERS.
The CERBT is an IRC Section 115 Trust and an investment vehicle that can be used by all
California public employers to prefund future retiree health and Other Post Employment

Benefit (OPEB) costs.

The Port’s Retiree Health plan allows eligible retirees and their dependents to receive
employer paid medical insurance benefits through- CALPERS. The medical insurance
reimbursement is not to exceed the Kaiser-HMO family plan rate. The Retiree Health Plan
also includes dental, and vision benefits and reimbursement of Medicare part B monthly
"insurance premium. The Retiree Health plan does not issue a separate financial report. '
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Funding Policy
Benefit provisions are established and may be amended through negotiations between the

Port and the various bargaining units during each bargaining period. The Port contributes
on a pay-as-you-go basis.

As of June 30, 2010, there were approximately 500 employees who had retired from the
Port and were in the Port’s retiree benefit plan. During the fiscal year ended June 30, 2010,
the Port made payments of $5,073,000 on behalf of OPEB eligible retirees to third parties
outside of CERBT. For fiscal year 2010, the CERBT had net investment earning of

$1,500,000.

Eligible Retirees Defined

Employees must have attained the age of fifty or over at the time of retirement, have five or
more years of CALPERS service, and must be eligible to receive PERS retirement benefits

in order to be classified as an Eligible Retiree.

Annual OPEB Cost and Net OPEB Obligation

The Port’s annual other post employment benefit (OPEB) cost is equal to (a) the annual
required contribution (ARC) plus (b) one year’s interest on the beginning balance of the net
OPEB obligation, and minus (c) an adjustment of the ARC. The ARC represents a level of
funding that, if paid on an ongoing basis, is projected to cover the normal cost of each year
and any unfunded actuarial liabilities (or funding excess) amortized over a period of thirty

years.
The following table shows the components of the Port’s annual OPEB cost for the year, the
amount' contributed. to the Plan, and changes in the Port’s net OPEB obligation (in
thousands): ‘

Annual required contribution _ $ 10,019
Interest on prior year net OPEB obligation 422
Adjustment to annual required contribution (422)
Annual OPEB cost 10,019
Contribution made L _ (5.073)
- Decrease in net OPEB obligation 4,946
Net OPEB obligation - beginning of year 5.443
Net OPEB obligation - end of year h) 10,389 -
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The Port’s annual OPEB cost and net OPEB obligation are as follows (in thousands):

Percentage of
Fiscal Year Annual OPEB  Annual OPEB Cost Net OPEB
Ended Cost ' Contributed Obligation
06/30/08 $ 11,683 34% b 7,754
06/30/09 10,019 123% 5,443
06/30/10 10,019 . 51% 10,389

Funding Status and Funding Progress

The unfunded actuarial accrued liability is being amortized as level percentage of expected
payroll over 30 years. The table below indicated the funded status of the Plan as of Januar)

1, 2009, the most recent actuarial valuation date (in thousands):

Actuarial accrued liability (AAL) $ 100412
Actuarial value of plan assets -
Unfunded actuarial accrued iiabiiity (UAAL) $§ 100412
Funded ratio (actuarial value of plah assets/AAL) 0%
Annual covered payrol] (active plan members) § 48,400
207%

UAAL as a percentage of annual covered payroll

GASB Statement No. 45 requires that the interest rate used to discount future benefits
payments back to the present be based on the expected rate of retim on any investments set
aside to pay for these benefits. As of January 1, 2009 actuarnal valuation, the Port intended
to fully fund 1ts OPEB liabilities by contributing the annual OPEB cost to the CERBT-trust
and used a discount rate of 7.75 percent for this valuation based on CalPERS’ expected

return on assets held in the Port’s OPEB Trust.

For the year ended June 30, 2010, the Port fimded its annual OPEB cost at 51 percent.
However, if the Port used a lower discount rate of 4 percent to reflect a pay-as-you-go
funding policy, the Port’s BAAL, as of January 1, 2009 actuanial valuation, would increase
by approximately $68.4 million to $168.8 million and its annual OPEB cost would increase
by $4.0 million to $14.0 million. The Port is currently evaluating its funding policy and its
other economic actuarial assumptions in preparation for its January 1, 2011 actuarial

valuation.
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Actuarial Methods and Assumptions

The actuarial cost method used for determining the benefit obligations of the Port is the
Entry Age Normal Cost Method. Under the principles of this method, the actuarial present
* value of the projected benefits of each individual included in the valuation is allocated as a
level percentage of expected salary for each year. of employment between entry age

(defined as age at hire} and assumed exit.

Actuanal valuations of an ongoing plan involve estimates of the value of reported amounts
and asstmiptions about the probability of occurrence of events far into the future. Examples
include assumptions about future employment, mortality, and the healthcare cost trend.
Actuarially determined amotmts are subject to continual revision as actual results are
compared with past expectations and new estimates are made about the future.

Projections of benefits for financial reporting purposes are based on the substantive plan in
effect and include the types of benefits provided at the time of each valuation and the
historical pattem of sharing of benefit costs between the employer and plan members to
that point. The actitarial methods and asstimptions used include techniques that are
designed to reduce the effects of short-term volatiiity in actuarial accrued liabilities and the
actuarial value of assets, consistent with the long-term perspective of the calculations.

The actuarial assimiptions used included a discount rate of 7.75%, and an annual health
cost trend rate of 5% to 6.5% in health premiums. Annual salary increases were assumed at
3.25%. The demographic assumptions regarding turnover and retirement are based on
statistics from reports for Califomia PERS under a “2.7% @ 55° benefit schedule.

The schedules presented as required supplementary information following the notes to the

financial statements, present multiyear trend information. The Schedule of Funding
Progress - Other Postemployment Benefits presents information about whether the actuarial
values of plan assets are increasing or decreasing over time relative to the actuarial accrued

liabilities for benefits.
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(18) COMMITMENTS AND CONTINGENT LIABILITIES

Construction Commitments

Prirnary Govemment

City has committed to funding in the amommt of $192.4 million to a number of capital
improvement projects for fiscal year 2011 through fiscal year 2012. As of Jime 30, 2010,
the City had construction commitments for the acquisition and construction of assets as

follows (in thousands):

Building, facilities and infrastmcture $ 31,514
Parks and open space 20,153
Sewers and storm drains 25,679
Streets and sidewalks _ 83,417
- Technology Enhancements 763
Traftfic Improvements 30,848
Total $ 192,374

Discretely Presented Component Unit - Port of Oakland

The $532 million 5-Year Capital Needs Assessment includes projects in the Aviation,
Maritime, Commercial Real Estate and Support Divisions. The most significant Aviation
projects are the Terminal 1 renovation and retrofit; reconstruction of aprons and taxiways;
runway safety areas; perimeter dike improvements; passenger boarding bridge replacement
program; and. storm water and utility infrastructure rehabilitafion. The most significant
Maritime projects are the shore power program; security initiatives; site preparation and
redevelopment of the former Qakland Army Base; and Berth 30-32 terminal development.

As of June 30, 2010, the Port had construction commitments for the acquisition and
construction of assets as follows (in thousands):

Maritime $ 46,524
Aviation 37,646
Commercial real estate 609
Total $ 84,779

The most significant projects for which the Port has contractual commitments are airport
terminal renovation projects of $7.6 million, runways and east apron reconstruction of
$14.9 million, modernization of maritime wharves and terminals projects of $9.9 million,
yard and gate improvement projects of $2.4 million and safety projects of $6.0 million.
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Power Purchases

The Port purchases electrical power for resale and self-consumption at the Airport, and at
Port Maritime facilities located at the former Navy Fleet and Industrial Supply Center
Oakland and the former Qakland Army Base. Afier power requirements are determined,
the Port commits and enters into purchase contracts, in advance, with power providers.
The price is fixed at the time the Port enters into the contract. At June 30, 2010, the total
purchase conmiitment was approximately $7.7 million for 125,045 megawatt-hours.

Other Commitments and Contingencies

Primary Governrment

As of June 30,. 2010, the Agency has entered into contractual commitments of
approximately $55.3 million for materials and services relating to various projects. These-
commitments and future costs will be funded by future tax increment revenue and other

S0ources.

At June 30, 2010, the Agency was committed to fund $90.7 million in loans. These
commitments were made to facilitate the construction of low and moderate income housing

within the City.

The Agency is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets, errors and omissions, and natural disasters for which the government
carnes commercial insurance. Liabilities of the Agency are reported when it is probable
that a loss has occiirred and the amount of the loss can be reasonably estimated.

Supplemental Educational Revenue Augmentation Funds (SERAF)

On July 24, 2009, the State Legislature passed Assembly Bill (AB) 26 4x, which requires
redevelopment agencies statewide to deposit a total of $2.05 billion of property tax
increment in county “Supplemental’” Educational Revenue Augmentation Funds (SERAF})
to be distributed to meet the State’s Proposition 98 obligations to schools. The SERAF
revenue shifi of $2.05 billion will be made over two years, $1.7 billion in fiscal year 2009-
2010 and $350 million in fiscal year 2010-2011. The SERAF would then be paid to school
districts and the county offices of education which have students residing in redevelopment
project areas, or residing in affordable housing projects financially assisted by a
redevelopment agency, thereby relieving the State of payments to those schools. The
Agency’s share of this SERAF revenue shift was $41.1 million in fiscal year 2009-2010
and is $8.5 million in fiscal year 2010-2011, which is due May 10, 2011.
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Wood Street Affordable Housing Project Environmental Remediation

The Wood Street Affordable Housing Project analytical results show concentrations of
arsenic, lead, total petroleum hydrocarbons as diesel and polycyclic aromatic hydrocarbons
in site soils and or groimd water sample. As of June 30, 2010, enviroimental remediation
clean up activities has not been completed yet. The Agency has set-aside $300 thousand in

escrow to cover the remaining environmental obligations.

Oakland Army Base Environmental Remediation

Land held by the Oakland Army Base project area may be subject to environmental
remediation as required by ‘the Comprehensive Environmental Response, Compensation
and Liability Act. If and when such environmental remediation is required, the Agency and
_the Port are responsible for the first $13.0 million of environmental remediation costs;
including environmiental remediation insurance. The Agency has received a federal grant of
$13 million to pay for the above-mentioned environmental remediation costs including a
$3.5 million insurance premium. As of June 30, 2010 the Agency has spent approximately
$13.0 million on this project. $10.9 million has been reimbursed by the and the Agency is
working with the U.S. Department of the Army on the remainipg balance of $2.1 million.

The next $11.0 million of environmental remediation costs are to be shared equally by the
Agency and the Port. As a result, the Agency reports its share of $5.5 million remediation
obligation on the Oakland Army Base project. The next $9.0 million will be paid from
insurance proceeds from the environmental remediation policy. If subsequent
environmental remediation is required afler the initially-required remediation 1s complete,
then the enviroimental site liability policy will cover up to $30 million in additional
envirorunental remediation-related costs. The Agency and the Port have agreed to share
equally in any environmental remediation-related costs above $21 million that are not

covered by insurance.

The Agency management believes that none of the estimated environmental remediation
costs will cause the recorded amounts of any properties held for resale to exceed their
estimated net realizable values.

Discretely' Presented Component Unit - Port of Oakland

The Port is required to comply with a number of federal, state and local laws and
regulations designed to protect human health, safety and the environment. In conforming to
these laws and the implementing regulations, the Port has instituted a number of

compliance programs and procedures.

It is the Port’s intent that its environmental compliance programs be compliant with
" regulatory and legal requirements while effectively managing financial resources.

The Port’s fmancial statements include liabilities, established and adjusted periodically,
based on new information, in accordance with applicable generally accepted accounting
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\

principles in the United States of America, for the estimated costs of compliance with
environmental laws and regulations and remediation of known contamination.

The Port anticipates spending approximately $2.4 million annually for environmental
compliance and remediation obligations. Environmental monitoring costs relating to legal
mandates such as regulatory agency orders, court orders or other affirmative legal

obligations are included in the anticipated spending.

A summary of the environmental liability accounts, included within the fmancial
statements at June 30, 2010, 1s as follows (in thousands):

' . ) Estimated

Obligating Event ) Liability Recovery

Pollution poses an imminent danger to the public or environment s - $ -
Violated a pollution prevention-related permit or license. - -
Identified as responsibie to clean up pollution 17,542 619
Named in a lawsuit to compel to clean up 5] -
2,846 3]

Begins or legally obligates to clean up or post-clean up activities

Total by Obligating Event $ 20439 $ 650

The environmental lability accounts in the summary tables are listed by the initial
obligating event. Due to new information, the obligating event may change from the initial
obligating event. Examples of obligating events includes without limitations: 1) the Port is
named, or evidence indicates that it will be named, by a regulator such as the Department
of Toxic Substances Control or the Regional Water Quality Control Board, as a responsible
party or potentially responsible party for remediation; and 2) the Port has commenced, or
has legally obligated itself to-commence, clean-up activities or monitoring or operation and
maintenance of the remediation effort (e.g., by undertaking a soil and groundwater pre-

development investigation).
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(19) TRANSACTIONS WITH THE FOX OAKLAND THEATER, INC. (FOT)
DEVELOPMENT '

FOT is a Internal Revenue Code section 501(C)(3) organization set up by and for the
benefit of the Agency and the City set up to renovate the Fox Theater. The Agency
transferred the Fox Theater property to FOT in August 2006 through a long-term lease and
a Disposition and Development Agreement (“DDA”} which included a $25.5 million loan.
The Fox Theater property was held by the Agency as property held for resale. During
2008, the property was transferred to FOT as a long-term capital lease which was valued at
$6.5 million in the lease and DDA. All FOT board members are City employees and FOT
has no staff FOT set up a for profit entity, Fox Theater Manager, Inc (“FT Manager™), and
then two LLCs managed by FT Manager, Fox Theater Landlord LLC and Fox Theater
Master Tenant LLC. These new entities were used to syndicate Historic and New Markets
Tax Credits. The Fox Theater property was transferred to the LLCs in December 2006, but
the loan remains with FOT and is secured by a pledge and assignment of borrowers ninety
nine and nine-tenths percent (99.9%) interests in the Community Development Entities
(CDEs) loans entered into between FOT and Fox Oakland lpvestmem Fund (FOIF).

The outstanding principal balance of the FOT loan shall accrue interest at the rate of 2.5
percent, commencing on the date of disbursement and compounded annually, which will
only be payable to the extent of borrower’s net cash flow from operations. The loan
terminates at the end of ten years unless the borrower defaults on the agreement in which

tase the lender declares an acceleration of the maturity.

In FY 2009-10 the Agency loaned an addifional $1.4 million to Fox Theater Master Tenant
LLC to complete the project. The $1.4 million Fox Theater Master Tenant LLC loan has a
15 year term. The Agency also provided an additional loan of $2.0 million to Fox Oakland

Theater Inc.
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(20) DEFICIT FUND BALANCES/NET ASSETS AND EXPENDITURES
OVER BUDGET

As of June 30, 2010, the following fimds reported deficits in fund balance/net assets (in
thousands): -

Special Revenue:

ORA Projects $ (1,114)
Landscape & Lighting Assessment District (4,620)

Capital Project Fund :
(52)

Emergency Services

The ORA projects find deficit is expected to be cured by reimbursements from the
.Agency. The State Gas Tax, the Landscape & Lighting Assessment District and

Emergency Services will be cleared by future revenues.

Intemal Service:

Facilities 3 (28,648)
‘Equipment (1,768)
Central Stores (4,524)
Purchasing (948)
Reproduction (98}

The City’s facilities, equipment, central stores and radio funds deficits are expected to be
funded through increased user charges for firture years. During the 2009-11 Budget, the
City revised the repayment plan for the internal service funds to eliminate the funds net
assets deficit by 2019. In addition, the City adopted a financial policy that requires half of
one-time revenues to be used to eliminate negative intemal service fund balances and half

be used to pay off other negative funds balances.

As of June 30, 2010, the following fund reported expenditures in excess of budgets (in-
thousands): ~

Debt Service Fund:

Other Assessment Bonds h (26)

The excess of expenditures over budget in Other Assessment Bonds is primarily attributed
to administrative and commission costs associated with property tax collection and levy.
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(21) SUBSEQUENT EVENTS

Tax and Revenue Anticipation Notes

On July 8, 2010, the City closed the 2010-2011 Tax and Revenue Anticipation Notes (the
“Notes”™) in the principal amount-of $100,000,000 with maturity date of March 30, 2011
and June 15, 2011. The Notes are tax-exempt with interest rate of 2.0% on both maturities.
The Notes were issued to finance General Fund expenditures, including but not limited to,
current expenses, capital expenditures and the discharge of other obhgatlons of the City.

The notes will mature on July 8, 2011.

Broadway/Macarthur/San Pablo Redevelopment Project
Second Lien Tax Allocation Bonds, Series 2010-T
(Federally Taxable Recovery Zone Economic Development Bonds)

On November 12, 2010, the Redevelopment Agency of the City of Oakland (the “Agency™)
closed the Broadway/MacArthur/San Pabloe Development Project Second Lien Tax
Allocation Bonds, Series 2010-T (Federally Taxable Recovery Zone Economic
Development Bonds-Direct Payment) (the “Bonds”™) in the principal amount of $7.390,000

~ with a matunity dates of September 1, 2030 and September 1, 2040. The Bonds are taxable
with an interest rates of 7.20% and 7.40% respectively. The Bonds were issued through the
American Recovery and Reinvestment Act of 2009, to finance certain redevelopment
activities within or to the benefit of the Agency’s Broadway/MacArthur/San Pablo
Redevelopment Project Area. The Agency expects to receive $6.2 million or 45% interest
subsidy from the federal government as part of the bond issue.
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CITY OF OAKLAND
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PERS ACTUARIAL VALUATION
. SCHEDULE OF FUNDING PROGRESS
The schedule of funding progress below shows the recent history of the actuarial value of assets, actuarial accrued liability,
their relationship, and the relationship of the unfunded actuarial accrued liability to payroll. The required contribution was
determined as part of the actuarial valuation using the entry age normal actuarial cost method.

Public Safety Retirement Plan (Police and Fire)

Uofupded B
Actumrial Actuarial {Overfunded) UAAL asa
Accmed Value of AAL Funded Covered percent of
Valuation Liabitity (AAL) Assets (UAAL) Rauo Payroll Covered Payrol)
Date [0)] . (b) _{a-b) _{by{=} (e} {{a-b)/ &}
/2007 M 989,095,209 3 757,340,889 5 231,754,320 76.6% 127,434,797 181.9%
71142008 1,084 370,034 £29,712.579 254,657,455 76.5% 138,606,908 183.7%
7172009 1,194,359,091 885,250,432 306,108,659 74.4% 130,306,350 203.7%
Miscelianeous Retirement Plan
. Unfunded
Acuanal Acouarial {Over(umdexd) UAAL asa
Accrued Value of AAL Funded Covered percent of
Valuation Liability (AAL) Assets {UAAL) Ratio Payroll Covered Pavroll
Datc _ @ (b) (a-b) ©¥(x) © (b} o)
71112007 s 1,617,214,275 b 1,353,435.664 5 263,778,611 83.7% s 225,726,055 116.9%
12008 1,727,976,732 1,445,373,281 282,603,451 83.6% 237,455,347 119.0%
12009 1,876,286,272 1,505,314,108 370,972,164 ° 80.2% 224,759,546 165.1%
City Otber Post Employment Benefits (OPEB)
Unfunded
Actuariat Actugrial {Overfunded) UAAL asa
Accrued Value of AAL Funded Covered perceot of
Valuation Liabillty {AAL} Assels {UAAL} Rario Payroll Covered Payroll
Date (a) () {a:b) (b)ta) © _ {labyie)
71112008 S 591575350 8 ; $  591,575250 0.0% 304 875,561 194.0%
Port of Oakland Post Employment Benefits (OPEB)
. Unfimded
Actuarial Actuarial (Overfunded) UAAIL asa
Accrued Value of AAL Funded Covered percent of
Valuation Liability (AAL) Assets {UAAL) Ratio Paytol) Covesed Payroll
Date {a) {b} (=) ¥(a) () _ {aB)i o)
1/1.2007 ¥ 143,594,000 5 - s 143,594 000 0.0% 49,400,000 291%
17172009 100,412,000 - 100,412,000 0.0% 48,400,000 207%
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Oakland Municipal Employees' Retirement System - Pensien

PERS ACTUARIAL VALUATION
SCHEDULE OF FUNDING PROGRESS

Unfunded
Actuarizl Actoarial (Overfunded) UAAL as a
Accrued Value of AAT Funded Covered percent of
Valuation | Liability (AAL) Assets (UsAL) Ratio Paytoll Covered Payroll
Date () ®) (&) ' ¥() © (@h) /<)
71/2007* 3 7,516,000 9,371,000 M (1,855,000% 124.7% - N/A
71172009 * 5,499,000 4,981,000 518,000 90.6% - N/A
77172010 % 5,471,000 4,728,000 743,000 86.4% - N/A

* The decline in the funded ratio was primarily due to explicit recognition of future administrative
expenses mn the Plan’s actuarial accrued liabihty. The entry age normal cost method was used for
disclosiure and mmual required contribution rates starting with July 1, 2009 valuation.

Oakland Police and Fire Retirement System - Pension

Unfunded )
Actuaral Actuarial (Overfunded) Uaal asa
Accrued Value of AAL Funded Covered percent of
Valuanon Liability (AAL) ASSErs (UAAL) Ratio Payroll Covered Payroll
Date (=) (b) (a-b) (b)/(a) (c) {{a-b)/c)
7/1/2007 ** 5 888,100,000 5 566,000,000 s 322,100,000 63.7% s 400,000 80525%
/2009 ** 782,500,000 347,200,000 . 435,300,000 44.4% 100,000 435300%
T1/2010 ** 792,200,000 297,800,000 494,400,000 37.6% 100,000 494400%

** The decline in the funded ratio was primarily due to implementation of a smoothed market value
asset valuation method and strengthening of mortality and cost of hving increase assumptions.
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fin Thousands)

Original Final
N Budget Budget
REVENUES .
Taxes:

Property $188,780 3187824

State taxes;

Sales and use lax 41,730 33,440
Motor vehicle iu-lieu tax 1,090 1,090
Local taxes:
Business license 52,000 52,100
Ulility consumption 54,451 50,497
Real estate transfer 27387 28,490
Transient occupancy 10,224 8,562
Parkiug 8,113 7,157
Franchise 14,653 14,653

Licenses and permits 1,364 635

Fines and penalties 29,522 28,179

Interest and investment income 2,000 ; 1,640

Charges for services 63,564 61,504

Federal and state grants and subventions 1,500 2,367

Annuity incormne 12,000 12,000

Other 9328 11,146

TOTAL REVENUES 517,706 501,284
EXPENDJTURES
Current:

Elected and Appointed Officiais- .
Mayor 1,805 1,760
Counci) 3,407 3,412
City Administrator 7,990 7,704
City Attomey . 7,261 7,659
City Auditor 1,485 1,621
City Clerk 2,631 3,507

Agencies Departmnents:

Human Resource Management 3,922 3,198
Information Technology 8,070 8,028
Financial Services 23,494 -25,399
Contracting and Purchasing 1,990 1,996
Police Services 170,989 185,807
Fire Services 98,455 - 98,431
Life Enrichment:
Parks and Recreation 15,565 16,945
Library 11,234 9,181
Cultural Arts and Museumn . 5,925 5,826
Aging & Health and Human Services 5,841 6,472
Community and Economic Development 6,454 6,668
Public Works 32,139 33,566
Other 4,548 8,628
Capital outlay 634 1,885
Debt service: .

Principal rcpayzoent 1,583 1,654

Bond issuance costs’ - -

Interest charges 762 762

TOTAL EXPENDITURES 416,184 440,709
EXCESS OF REVENUES OVER EXPENDITURES 101,522 60,575
OTHER FINANCING SOURCES (USES)

Property sale proceeds 125 6,909

Premiums‘discounts on issuance of bonds - -

Insurance claims and settlements - 45

Transfers in 33,113 47,398

Transfers out (112,533 (127,945)

TOTAL OTHER FINANCING USES, NET (79,295) (73,593)
NET CHANGE IN FUND BALANCE 22,227 (13,018)
Fund balances - beginning 242,420 242 420
FUND BALANCES - ENDING - $264,647 5229402

The notes to the required supplementary information are an integra! part of this schedule.
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Actual
Budgetary
Basis

5 194,591

35,877
1,251

54,138
51,107
36,971
8,578
7.523
14419
724
27,218
1,743
60,578
1927
13,232
8912
518,789

1,755
3,000
7,044
8,002
1,344
2,444

4,229
8,134
.25.283
2,100
191,058
99,329

15,108
9,005
5,829
5,269
4,847

32,144
5,785

890

1,499
511

: 2,507

437,116
81,673

5,013

1,641
6,602

(99,282)

(86,026)
(4,353)
242,420

§ 238.067

Yariance
Positive

(Negath-e)

$ . 6,767

2437
161

2,038
610
8481
16
366
(234)
89
(961)
103
(926)
(440)
1,232
(2.234)

17,505

412
660

(343)
277
1,063

431y
(106)
116
(104)
(5.251)
(898)

1,837
176

3
1,203
1,821
1422
2,843
995

155
(511
(1,745)
‘ 3,593
21,098

(1,896)
1,596

(40,796)
28,663

(12,433)

8,665

5 §665



CITY OF OAKLAND
Notes to Required Supplementary information
June 30, 2010 ‘

(1)

BUDGETARY DATA

In accordance with the provisions ofi the City Charter, the City prepares and adopts a budget on
or before June 30 for each fiscal year. The City Charter prohibits expending funds for which
there is no legal appropriation. Therefore, the City is required to adopt budgets for all City

fimds.

Prior to July 1, the original adopted budget is finalized thrbugh the passage ofi a resolution by
the City Council. The level ofi legal budgetary control by the City Council is established at the
find level. For management purposes, the budget is controlled at the departmental level of

expenditure within funds.

In June 2009, the City Council approved the City’s two-year budget for fiscal years 2010 and
2011. Although appropriations are adopted for a 24-month period, they are divided into two
one-year spending plans. Agencies/departments ending the first year with budgetary non-
project surplus, according to Council policy, will be allowed to carry-forward 1/3 for their
operating budget, 1/3 for their capital spending, and 1/3 for reverting to the General Fund

balance.

The final budgetary data presented in the required supplementary information reflects approved
changes to the original 2009-10 budget. Certain projects are appropriated on a multi-year rather
than annual basis. Ifisuch projects or programs are not completed at the end of the fiscal year,
unexpended appropriations are carried forward to the following year with the approval ofi the

City Administrator.

Transfers of appropnations between funds must be approved by the City Council.
Supplemental appropriations fmanced by unamlc:lpated revenues must be approved by the City

Council.

Transfers ofi appropriations between projects within the same fund must be approved by the
City Administrator. Final budget amounts reported in the required supplementary infonnation
reflect both the appropriation changes approved by the C1t} Council and the transfers approved

by the City Administrator.
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Budgetary Basis of Accounting

The City adopts budgets each fiscal year on a basis of accounting which is substantially the
same as GAAP except for certain investment eamings. '

Certain fimds of the City contain capital projects, grant projects, loan programs or other
programs that are budgeted on a multi-year basis. The amounts of the projects and programs
budgeted on a multi-year basis are significant compared to the items budgeted on an amual
basis; therefore, a comparison of budget to actual for the fund would not be meaningful. As a

result, such funds that are excluded from budgetary reporting are:

Major Funds

Federal and State Grants
Oakland Redevelopment Agency
Municipal Capital Improvement

Nonmajor Funds
Special Revenue Funds
ORA Projects

Parks, Recreation and Cultural

While the City adopts budgets for all fimds, the budget to actual comparisons for proprietary
and fiduciary funds are not presented because some projects and programs are adopted on a

multi-vear basis.
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(2)

RECONCILIATION OF OPERATIONS ON MODIFIED ACCRUAL BASIS
TO BUDGETARY BASIS

The governmental fund financial statements have been prepared on the modified accrual basis
of accounting in accordance with accounting principles generally accepted in the United States
of America (GAAP). The “Budgetary Comparison Schedule — General Fund” has been
prepared on a budgetary basis, which is different from GAAP.

|

The budgetary process is based upon accounting for certain transactions on a basis other than
GAAP. The results of operations are presented in the budget to actual comparison schedule in

accordance with the budgetary process (Budgetary Basis) to provide a meaningfil comparison
with the budget. :

The main difference between Budgetary Basis “actual” and GAAP basis is a timing difference:

In October 2001, the City entered into a debt service deposit agreement with a third party
whereby the City received approximately $9.6 million in exchange for forgoing its right
to receive investment eamings on the amounts deposited with the trustee in advance of
the date that the related debt was due to the bondholders. The compensation to the City
was recorded as revenue in fiscal year 2002 when received on a budgetary basis. On a
GAAP basis, the revenue was deferred and is being recognized over the 21-year life of
the agreement. Amortizafion for the year ended June 30, 2010, was-$454,769.

The following schedule is a reconcihation of the GAAP and budgetary results of operations (in
thousands):

General
Fund

Net change in fund balance - GAAP basis $ (3,899
Amortization of debt service deposit agreement (454)
Net change in fimd balance - Budgetary basis .5 (4,353)
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The General Fund’s fimd balance on a GAAP Basis is reconciled to a Budgetary Basis as of
June 30, 2010, which is as follows (in thousands):

General
Fund
Fund balance as of June 30, 2010 - GAAP basis $ 233,050
Unamortized debt service deposit agreement 5,017

Fund balance as of June 30, 2010 - Budgetary basis $ 238,067
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CITY OF OAKLAND
Combining Balance Sheet
Nonmajor Govermnmental Funds

June 30, 2010
(/n Thousands)

Total

Nonmajor
Special Revenue Debt Service Capital Projects Govermnmental
Funds Funds ' Funds . Funds
ASSETS
Cash and iovestments $ 26200 $ 9,150 5 - $ 35350
Rcccivables, net: ) . ' '
Accrued interest and dividends 33 12 - 45
Property taxes ' 5,714 . 1,860 . - 7,574
Accounts receivable 12,069 - - R 12,069
Gaants recejvable 5611 - - 5,611
Doe from other funds 1,316 - . 1,316
Notes and loans receivable, net 30,669 - . - 30,669
Restricted cash and investmenls - 117,795 829 118,624
Other Assets ’ 25 - - 25
TOTAL ASSETS § 81,637 $128.817 ) 829 $ 211283
LIABILITIiES AND FUND BALANCES
Liabilities - .
Accounts payable and accrued liabilities § 71621 $ 2 b 37 $ 7660
Due to other fimds 7,935 - . 85 7,820
Due to other governments 64 _ . 64
Deferred revenue 36,461 1,287 - 37,748
Other - __ 6,03 ™ - - __ 6036
TOTAL LIABiLITII_‘:S 57,917 : 1,289 122 59,328
Fond Balances
Reserved: - ) ' ‘
Encumbrances 13,399 - 177 13,576
Debt service - 127,528 - 127,528
Urueserved/designated: .
Special revenue funds 10,321 ' - - 10,321
Capital project fimnds - - 530 530
TOTAL FUND BALANCES 23,720 127,528 . 707 151,955
TOTAL LIABILITIES AND FUND BALANCES $ 81,637 $ 128,817 3 829 - $ 211283

124
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Combining Statement of Revenues, Expenditures and Changes in Fund Balances
Nonmajor Governmental Funds
For the Year Ended June 30, 2010
(In Thousands)

Nonmajor
Special Revenue Debt Service Cephal Project Govemmental
Funds Funds Funds Total
REVENUES
Thxes:
Property - $ 15665 5 24,417 s N § 40,082
Srate: Co .
Sales and use 9,626 - - 9,626
Gas . 7,124 - - 7,124
Licenses and pamits 11,400 - - 11,400
Business license 3 - - 3
Trangient occupancy s - 1,507 . . - 1,507
Parding 6,362 - - 6,362
Yoler approved special 1ax i 22,110 - - 22,110
Fives and penatties 3,098 102 - 3,200
Interest and investment focome 154 . 4,950 87 L5231
Cherpes for scrvices 13,265 - - : 13,265
Onber intergovanmental revenues 45,116 - - . 45,116
Federg) and state gramts and subventions 8,279 - - 8,279
i 4051 731 - L AT82
TOTAL REVENUES 147,760 30,240 87 178,087
EXPENDITURES
Cmyenr ’
Elected end Appointed Officials:
Mayor - 716 - - 716
Counci] . 1,574 - - . 1,574
City Adariaistrator . 3,741 - - . 3,741
Cty Antoracy 5447 . - - 5,447
City Auditor . 73 - - 73
City Clerk 243 - - 243
Agencies/Tyepartnents:
Humsn Resourec Mansgenment 140 - - 140
Information Technoiogy 997 . - - 997
Finangial Services . 950 : 45 - 995
Police Services 16,938 - - " 16,938
Fire Services - 9.910 - - 9,910
Life Enrichment:
Parks and Recreation 4,857 - - 4,857
Library 327 . - - 327
Colunal Arts/Museum 317 - - 317
Agiag & Health md Human Services 20,550 - - 20,590
Community and Economic Development 48,344 - 441 48,785
Public Waorks 22,040 - - 22,040
Odher 1,219 70 - 1,289
Capire! olay 22772 - 3,841 26,613
Delnt sarvice:
Principal repay nient - 3l6 83,328 - 83,637
Intarest charges - 37,620 - 37,620
TOTAL EXPENDITURES . 161,511 121,056 4,282 286,849
DEFICIENCY OF REVENUES UNDER EXPENDITURES {13,751) (90,816) } {4,195 {108.762)
OTHER FINANCING SOURCES (USES)
Transfers in 11,600 8,207 - 99,807
Transfers out (394) (938) (366) {1,698)
TOTAL OTHER FINANCING SOURCES (USES) - 11,206 A §7,269 366 98,109
NET CHANSGE IN FUND BALANCES (DEFICIT) . {2,545) (3.547) (4,561) {10,653)
Fund balances - begimning 26,265 131,075 i 5,268 162,608
FUND BALANCES - ENDING § 23,720 § 127528 3 707 § 151,955
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NONMAJOR SPECIAL
REVENUE FUNDS

Special revenue funds account for certain revenue sources
that are legally restricted to be spent for specified purposes.
Other restricted sources are accounted for in fiduciary, debt
service, and capital projects funds.

Traffic Safety and Control Fund accounts for monies received from 3-3% parking meter collections
and from fines and forfeimres for misdemeanor violations of vehicle codes which are expended or
disbursed for purposes immediately connected with traffic safety and control.

State Gas Tax Fund accounts for the subventions received from state gas taxes under the provision ofl

-the Streets and Highways Code. State gas taxes are restricted to uses related to local streets and
highways and would include acquisitions ofireal property, construction and improvements, and repairs
and maintenance ofi streets and highways.

The Landscape and Lighting Assessment District Fund is an assessment district fund that is used to
account for monies restricted to installing, mamtalmng and servicing public lighting, landscapmg and
park facilities. :

Assessment Districts Fund accounts for monies restricted to specific improvements that beneﬁclall\r
affect a well defined and limited area of land.

Other Spécial Revenue Funds account for other restricted monies that are classified as Special
Revenue Funds.

ORA Projects Fund accounts for monies dedicated to Qakland Redevelopment Agency projects.

Parks, Recreation, and Cultural Fund accounts for monies held for the general betterment and
beautification of city parks, recreation centers, the Qakland Public Museum, and the Oakland Public

Library.

~ SANN4 INN3IAIN
THIVAAS MO NN



CITY OF OQAKLAND
Combining Balance Sheet
Nonmajor Governmental Funds-Special Revenue Funds
: June 30, 2010
(In Thousands)

ASSETS
Cash and Investments
Receivable, net:
Accrued mterest and dividends
Property taxes
Accounts receivable
Grants receivable
Due from other funds
Motes and loans receivable, net
Orber Assels

TOTAL ASSETS

LIABILITIES AND FUND BALANCES
Liabilities
Accounts payable and accrued liabilities
Due to other funds
Due 1o other governments

Deferred revenues *
Other

TOTAL LIABILITIES
Fund Balances (deficit)
Reserved:
Encumbrance
Unreserved/designated:
Unreserved {deficit)
TOTAL FUND BALANCES {DEFICtT)
TOTAL LIABILITIES AND FUND BALANCES (DEFICIT)

Landscape
end
Treffic Lightlng . Other
Safety & State Assegsment Asgsessment Speclal
Control Ges Tax Dlstrlct Districts Revenue
$ 13277 $ 98 $ - 52,747 $ 5592
15 - - k) g
- - 2,796 168 2,197
1,801 622 465 k) . 9,145
44 - - 5567
- - - 227
. . - - 30,669
25 - - - -
£ 15162 $ 720 $ 11261 $ 2:949 $ 53:605
b 401 3 53 $ 207 «$ 2] § 57298
- - 5,161 - . 1,617
- - . - 64
- 319 2513 142 33,153
_ - . b 5,508
401 372 __7.881 265 45,651
3,217 221 5 13 . 5,582
11,544 127 (4,693) 2,671 21372
14,761 348 {4,620) _2,684 7,954
$ 151162 $ 720 $ 1126] $2.949 $ 53605
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Parks,
ORA Recreation,

Projects end Culturel Total
M - $ 4,486 $ 26200
2 5 kX)
- 353 5714
5 - 12,069
- - 5,611
1,089 - 1,116
- - 30,669
- - 23
S 1,096 § 4844 $ 81637
$ 1,25 $ 286 $ 7621
957 - 1,735
- 64
- 324 36,461
- 527 6,036
2,21 1,137 57,917
3,911 380 13,299
(5,025) 3,327 10,321
_(1.n9) 310 23720
5 1096 5484 5 81697



CITY OF OAKLAND
Combining Statement of Revenues, Expenditures and Changes in Fund Balances

Nonmajor Governmental Funds-Special Revenue Funds
For the Year Ended June 30, 2010
{In Thousands)

REVLNDFS
Thrxes:
Propesty
State:
Sales and use
Gas
Licenses aad penpits
Busincss License
Transient occupnncy
Parking
Voter approved special tax
Fines mnd penalities
Interest and investment mcome
Charges for services
Other imergove nymental revenues
Federal and state grants and sobventions
Other

TOTAL REVENUES

EXPENDITURES
Cmrent
Blerizd mnd Appoied Officinls:
Mayor
Couneil
City Adminigrator
City Attorncy
City Auditor
City Clerk
Agencies Dep artments:
Humen Resource Menagemnent
Infommnon Technology
Finencial Semvaces
Police Services
Fire Services
Life Eanchment:
Parks and Recreation
Library
Cultural Arts and Museum
Aging & Healtb and Humen Services
Community agd Econemic Development
Public Works
Gtber
Capital putlay
Debt Service:
Principal repayment
TOTAL EXPENDITURES
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES
OTHER FINANCING SOURCES (USES)
Tremsfers in
Tiansfers out _
TOTAL OTHER FINANCING SOURCES (USES)

NET CHANGE IN FUND BALANCES (DEFICIT)
Fund batances (deficit) - beginning
FUND BALANCES (DEFICIT) - ENDING

Lendscape
and
Traffic Ligbting Other Parks,
Safety & State Assessment  Asses$ment Special ORA Recreation,
Contro} Ges Tax Dhstrict Districts Revenue Projects and Cultuss) Totel
3 - 5 - $ . 31,799 3 13,866 ) - H - 5 15665
9,626 . - - - - - 9,626
- 7.124 - - - - - 7,124
- - 28 - 11372 - - 11,400
- - - . 3 - - 3
R R - - 1,507 - - 1,507
. - - - 6,362 - - 6,362
- - 18,905 - 3,204 - - 22,110
1,994 . - - 1,104 - - 3,098
41 Z 4 B 77 7 15 154
142 - 126 I 12 981 - 15 13,265
N . . - - 45,116 - 45116
55 138 2 - 8,063 - 21 8279
167 [ 3 3 3,335 - 537 4,051
12025 7.270 19,069 1.B11 61,874 45,123 588 147,760
- - - - 120 525 71 716
- - - - .- 1,574 - 1,574
122 - 71 4 1,580 1,964 - 3,741
- - 171 - 1,369 3,907 - 5,447
- - - - . 73 - 73
- - - - - 243 - 243
- - - - - 140 - 140
- - 2 - 344 651 - 997
- 163 156 - 20 611 - 950
1.573 - - - 11,821 3,544 - 16,938
_ - - 1,339 8,571 - - 9910
- - 4,177 - £58 22 - 4,857
- - - 2 24 - 301 327
- - 236 - - 57 - 24 317
1,035 - - - 19,001 554 - 20,590
4,282 553 - I 26,940 16,554 4 48,344
4,512 5139 12,717 - 256 (584) - 22,040
- - 15 - 1,203 1 - 1,219
3,173 105 21 44 6,052 13,124 253 22,772
- . - - - 316 - 316
14.697 5,960 17,566 1,400 78,016 - 43,21% 653 161.511
_(2672) 1,310 1,503 411 {16,142) 1,904 (65) (13,751)
- - - 148 11,452 - - 11,600
- - (142) - - (250) - (394
- - - _ (143 3 11,452 (252) - 11,206
(2.672) 1,310 1,361 559 (4,690) 1,652 {65) (2.545)
17,433 . {962) _(5 98[)_ 2125 12,644 {2,766) 3,772 26,265
S 14,761 $ 348 $(4.620) § 2,684 § 7954 (L1114 $ 3,707 $ 23720
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Schedule of Revenues, Expenditures and Changes in Fund Balances - Budget and Actusl

CITY OF CAKLAND

Special Revenue Funds

For the Year Ended June 30, 2010
(/n Thousands)

REVENUES
Taxes:
Propery
State:
Sales and use
G
Voter approved spacial tax
Licenses end permity
Fines and penalties
Interest and investment incoms
Charges {or services
Federal and state grants and subventions
Ciher

TOTAL REVENUES

EXFENDITURES
Cerrent
Flecled and Appointed Gfficials-
City Administiator
City Anomey
Apeneies/Departments:
Information Techmology
Financial Services
Police Services
Life Ermichment:
Parla and Recrestion
Cultural Arts and Musewn
Aging & Health and Hum4n Services
Commumity and Economic Development
Public Warks
Crther
Capitaf outlay

TOTAL EXPENDITURES
EXCESS (DEFICENCY) OF REVENUES
OVER (UNDFR) EXPEND(TURES
GTHER FINANCING SOURCES
Tranafers in
Transfers out

_TOTAL OTHER FINANCING SGURCES

NET CHANGE [N FUND BALANCES (DEFICIT)

Furd balances -beginning
FUND BALANCES (DEFICTT) - ENDINO

Traffic Safaty and Conirol

State Gas Tex

Vadance
Origlnal Final Pasilive Original Plnal

Budget _ __ Budget Actual _(Negauve} Budgst Sutgel
3 H - H - H - 3 - 5 .
10353 2.17% 9,626 348 - .

- - - - 7.026 1,026

2,551 1,551 1,954 (337 . .
150 100 [}] (451 - .

125 123 ez 17 20 20

- N $5 (519) 141 141

- - 163 167 - .

13,779 12,528 12,025 603 7187 7,187
98 118 112 {14y . -

- . - - 116 16

2,661 2,057 1,573 e . .
1,166 1,545 1,038 510 - -
211 3,710 L1} 1,428 71 1,647
2,973 3497 4512 9RS 6,244 6311
6775 10,739 31m 17,366 . 1326
16,204 33,645 14,697 10,949 7,188 ___Ln
2399 {018 572 _ 10,146 . (834
4.500 - - - - -
1,500 - - - - -
(.nes) {13,018) 2,672 20,345 m (1,674
17,433 17,433 17,433 - (562) 352

§ 16428 3 (5,585) 3 14761 3§ 10,346 5 (963 5 (2,59
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Actual__

553
5,119
105

s
NI

1,310
(962)
s 34

varisnce
Posltive

{nagative)

3 2944

Landscaps and Lighting Diswict

Variance

Griginal . Finsl Paalilve
Sudget Budgwl Actul _{Hagmtiva)

s - 4 - H - 3 -

13,209 14,208 18,904 697

13 13 1% 15

- . 4 4

171 172 i26 {48)

- - 2 2

- . 3 k]

13,354 18,394 19 049 ¥}

103 [$1 71 47

165 166 17 [£)]

. . 1 @

23 23 156 (133

4,172 4,172 4,177 (3)

13 214 236 (1)

13,568 13726 12,M? 1,009

- . 15 (15)

- 9 21 L]

18 EELRL1) 17,366 211

149 34y 1,503 1,557

(L] {14D) 1142) (1))

(141) {141) 142 (1)

] (193) 1.361 1,536

(3,901) {3,951 _ {55 -

$ (5,979) $ {5,178 $ (4610 $ 1,556

(Continued)



_ _ CITY OF CAKLAND .
Schedule of Revenues, Expenditures and Changes In Fund Balances - Budget and Actual
Special Revenue Funds
For the Year Ended June 30, 2010

{In Thousands)
~ (Continued) Agssssmant Digiricts " Other Speclal Revenus
o . varlance - variance
Origlnal Fina} Positive Original - Final Posltive
_ Budget Budget _Aclual {Negallve) _ Budget _ Budget __Actual _(Negative}
REVENUES
Taxes:
Property S 1,820 $1.672 $ 1,799 $ 127 $ 13851 s 13518 $ 13,366 s 248
State: : :
Voter approved special tax - - . - 3017 3,183 1204 21
Parking ‘ . - - - 7,548 6,069 6,362 293
Transient occupancy : - - . - 21 1,836 1,507 (329)
Licenses and permits’ - - - - 15,102 14,955 11,375 (3,?90)
Fines and penalties . - . - 21 21 1,104 1,083
Interest and investment inceme - . 8 . 209 77 (132)
Charges for services - - . i 1 13,560 9412 12,981 1,569
Fedesal and state grants and subventions - - - . 4,323 28,742 8,063 (20.679)
Other 13 3 3 - 85 406 _ 338 2929
"TOTAL REVENUES 1,823 1,675 1,811 136 67,728 78461 6LATA (16,587)
EXPENDITURES ’
Current:
Elected and Appointed Off:cials-
Mayor - - - . - ) 1i% 181 120 61
-City Administrator 3 4 4 - . 1,108 1,758 1,580 178
City Attomey - - - - . 1,344 1,344 1,369 (25)
City Auditor - - - - s & - .8
Agencies/Depaptmerds. :
Human Resource Management - - - - - M ! M
Information Technology : 313 309 344 (35)
Financial Services - - - - . 30 61 20 4l
Police Services - , - B - 9,381 12,561 11,821 740
Fire Services 1,960 1,960 1,339 611 7,631 12,550 8,571 . 3.979
Life Enrichment:
Parks and Recreation . - - - . N 700 633 :i
Library - . 2 @ 17 78 24 i
Cultural Arts and Museum - - . . N 229 : 57 4202
Aging, Health and Human Services - - - - 21,651 23,203 19,001 10€98
Community and Economic Development ' . 15 11 4 28,159 37,338 26,940 64
Public Works : . . - . . . . 1.898 . 256 1642
Othes . - . . . 1,390 1,203 187
Capital outlay - 446 44 __402 __ 19344 o2 6052 _ 14159
' , 89,132 113,873 78,016 15,857
TOTAL EXPENDITURES 1,963 2435 1400 _L02s 29,132 LS LEY — = ——
EXCESS (DEFICIENCY) OF REVENUES (140) (750) 411 1,161 21404 (35219 _(15,142) 19270
OVER (UNDER) EXPENDITURES
OTHER FINANCING SOURCES (USES) _ - - ) - uem 15364 1452 (3912)
Transfersout | . —— T - ~ = — (2289 —a _ﬂ_——s—;: T a1 (3912)
TOTAL OTHER FINANCING SOURCES (USES) - 148 148 - e ~1338 —Lb=e 358
NET CHANGE IN FUND BALANCES (DEFICIT) (140) (602) 559 L6t (12016) (20.048) SO 1558
Fund balances - beginning 2135 2,125 2,125 ~ N L — ——Ls_ 5—15_3§
FUND BALANCES - ENDING S 1985 $1521 $268 . SL6L s 618 s (404 LIAL 2 e
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'NORMAJOR DEBT
SERVICE FUNDS

Debt service funds account for the accumulation of
resources to be used for the payment of general long-
term debt principal and interest.

The General Obligation Bonds Fund accounts for monies received in connection with the General
Obligation Bonds and the related payments on such debt. Proceeds from the General Obligation Bonds
are to be used by the City to expand and develop park and recreation facilities, and to enhance the
City’s emergency response capabilities and for seismic reinforcement of essential public facilities and

infrastructure.

The Lease Financing Fund accounts for monies received in connection with leases between the City
and the Agency, and the City and the Califomia Statewide Communities Development Authority. It
also accounts for payments on bonds and other debt issued for the Oakland Museum, for capital
~ improvements to certain City properties, and for the Scotlan and Kaiser Convention Centers.

The Civic Improvement Fund accounts for monies received in connection with leases between the
City and the Civic Improvement Corporation.

The JPFA Fund accounts for monies received in connection with leases between the City and the
JPFA.

The Other Assessment Bonds Fund accounts for special assessment monies received from property
owners within the various special assessment districts to liquidate the improvement bonds. These
districts include Rockridge Area Water Improvement, and the Fire Area Utility Underground.

The Special Revenue Bonds Fund accounts for monies received in connection with the Special
Refunding Revenue Bonds (Pension Financing) and for payments on such bonds. Proceeds from the
bonds were used by the City to fund a portion of the City’s liability for employee pensions.

SANNA IDIAYIS
130 MO WIANON



CiTY OF OAKLAND -
Combining Balance Sheet
- Nonmajor Governmental Funds-Debt Service Funds

June 30, 2010
(In Thousands)

General Other Special
Otligation Lease Clivlc JPFA Assessment Revenue
: Bonds Finencing Improvement Fund Bonds Bonds Tota
ASSETS , —
Cash and investments $ 4,516 $ 40 b3 - 5 1,228 $3,218 $ 128 $ 9,150
Receivabies, net: .
Accrued interest and dividends 7 _ - - 1 4 - 12
Property taxes . 1,796 - - - 64 - 1,860
Restricted cash and investments ‘ - - - 103,666 1,093 13,036 117,795
TOTAL ASSETS $ 6339 $ 40 $ N $ 104,895 $4,379 $ 13,164 $ 128,817
LIABILITIES AND FUND BALANCES
Liabilitles
Accounts payable and accrued liabilities h) 2 5§ - b b3 5 - 5 - $ 2
Defeered revenue : 1,230 - - - 57 - _ 1,287
TOTAL LLABILITIES : 1,232 - - - 57 - __ 1,289
Fund Balnances (Deficit)
Reserved:
Reserved for debt service 5,107 40 - 104,895 4,322 _ 13,164 _ 127,528
TOTAL FUND BALANCES (DEFICIT) 5,107 _ 40 . 104,895 4322 _13,164 127,528
TOTAL LIABILITIES AND FUND BALANCES (DEFICIT) $ 6319 5 40 $ . § 104,895 $4,379 $13,164 § 128,817
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CiTY OF OAKLAND
Comblnlng Statement of Revenues, Expenditures and Changes in Fund Balances—

Nonmajor Governmental Funds-Debt Service Funds
For the Year Ended June 30, 2010 .
(/n Thousands)

.REVENUES
Property taxes
Fines and penalties
Interest and investment income
QOther ‘

TOTAL REVENUES

EXPENDITURES
Agencies/Departments:
Financial services
Other
Debt Service:
Principal repayment
Interest charges
TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER)} EXPENDITURES

OTHER FINANCING SQURCES (USES)
Transfers in
Transfers out

TOTAL OTHER FINANCING SOURCES (USES)

NET CHANGE IN FUND BALANCES (DEFICIT)
Fund balances {deficit) - beginning

FUND BALANCES (DEFICIT) - ENDING

Geaneral
Obligation
Bonds

$ 24417
102
14

24,533

9,396
12,061

21,464
3,069

211
211
3,280

1,827
$ 5107

Other Special
Leasse Clvlg JPFA Assassmant Ravenue
Financing improvemant Fund Bonds Bonds Total
S . .8 . 3 - 3 - s - $ 24,417
- - - - 102
- - 4910 47 19 - 4,990
- - - 731 - 731
- - 4910 778 19 - 30,240
- - - .45 . 45
- 1 1 56 5 70
13,470 . 10,405 495 49,555 83,321
4,123 - 9,715 301 11,420 37,620
17,593 1 20,121 897 60,980 121,056
{17.593) ) (15211 119 (60,961) (90,816)
17,596 - 9,159 314 60,927 88,207
- - (938) I - —— __(938)
_17.59 __(038) 9,159 314 _ 60927 __ 87,269
3 (939') {6,052) 195 - (34) (3.547)
37 939 110,947 4,127 13,198 _ 131,075
$ - 40 3 - $104,895 $ 4322 $ 13,164 $ 127,528
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- : CITY OF OAKLAND
Schedule of Revenues, Expenditures and Changes in Fund Balances - Budget and Actual
Debt Service Funds
For the Year Ended June 30, 2010
(In Thousands)

Geaneral Obligation Bonds Lease Flnancing

Clvic Improvement

Varlance

] Varlance Variance
Original  ~  Final Posliive Origlnal Flnal Pasitive Original Final Pasitive
_Budgot = Budget  _Actual (Nagatlve) Budget  _ Budget  _Acwai_ _ (Negative) Budget Budgat _ Actual  {Negative)
REVENUES
Taxes:
Property $ 19374 § 21495 8 24417 § 291 $ ~ 8 - % . $ - S - 8 -8 - $ -
Fines and penaliies - - 102 102 ) - . - - . - - T .
Interest and investment income - - 14 14 7 7 - @) 3,763 - - -
Other : - - - - 21,500 21,500 . (21,500) - - - -
TOTAL REVENUES : 19,374 21,495 24,533 3,038 21,507 24,507 - _ (21,507) 3,763 . . .
EXPENDITURES
Curent: ’
Other 13 38 7 31 12 12 - 12 12 - 1 (m
Debt service: .
Principal repayment 8916 9,396 9,396 - 34,970 34970 13,470 21,500 2,800 .o - -
Interest chargas 10,425 12,061 12,061 - 4,123 4,123 4,123 - . 951 - - -
TOTAL EXPENDITURES 19,374 21,495 21,464 1 39,105 39,105 17,593 21,512 3,763 - 1 )
EXCESS (DEFICIENCY) OF REVENUES )
OVER (UNDER) EXPENDITURES - - 3,069 3,069 (17,598 (17,598) (17,599 5 - - [¢)] w
OTHER FINANCING SOURCES (USES) : .
Transfersin =~~~ - . 211 211 17,599 17,599 17,596 &) - - -
Transfers out ’ - C. - - - - - - - (938) (938)
TOTAL OTHER FINANCING SOURCES (USES) a5 - 211 211 17,599 17,599 17,596 (3) - 938 (938) -
NET CHANGE TN FUND BALANCES (DEFICIT) - - 3,280 3,280 1 S 3 2 - (938) (‘;39) (M
Fund balances (deficit) - beginning 1,827 1,827 1,827 . 37 37 37 - 919 939 39 :
FUND BALANCES (DEFICIT) - ENDING $ 187 § 187 8 5107 $ 3280 $ 38§ 33 $ 40 $ 2 s 939 s \ $ — £ M
(Continued)
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CITY OF CAKLAND
Schedule of Revenues, Expendltures and Changes in Fund Balances - Budget and Actual
Debt Service Funds
For the Year Ended June 30, 2010
{In Thousands)

(Continued)
JPFA Fund Qther Asseasment Bonds Special Revenue Bondy
. Varlance Variance Varisnce
Orlginal Final Poaltlve Orlginal Final Posttive Original Flnal Posltive
Budget Budget Actusl _ (Negative) Budget Budget - Actual (Negative) Budpet Budpget Actoal Negative)
REVENUES — — — —e _actual - (Ne __Budp (
Froperty s - S - 3 B S B H - £ - $ . s - S - s - S -8 -
Interest amt investment income 4,893 4,353 4910 17 - - 17 47 B - 1% 19
Other . - . - - [k £33 731 48 - - - -
TOTAL REVENUES 4893 4,89 4,910 17 £33 633 778 95 - - ig 19
EXPENOTTURES oo "
Current:
Agencies/Departoents: .
Financial Services - . . R 46 46 a5 1 . - - . L.
Other 16 16 1 15 px! 25 56 @an 24 24 s 19
Debt service:
Principal repayment 10,405 10,405 10,405 - 100 493 495 . 49,555 49553 49,535 -
Interest charges 5,919 9,919 9,713 204 308 305 01 4 8 566 11,666 11,420 246
TOTAL EXPENDITURES ] _ 20,340 20,340 20,121 219 674 171 897 (26) 38,145 61,245 60,980 265
EXCESS (DEFICIENCY) OF REVENUES (15,447) (15,447 (15211 236 9 (188) (9 69 (38,149 (61,243) (60,961) 284
OVER (UNDER) EXPENDSTURES
OTHER FINANCING SOURCES (USES)

Transfers in 15,447 . 15,447 9,159 (6,289) 605 1,123 114 (207 18,146 61,246 60,927 @19
Transfers out - - - - : (605) (307) - 807 - - : -
TOTAL OTHER FINANCING SOURCES (USES) 15,447 15,447 5,159 (6,238) - 344 314 - 58,146 61,246 60,927 319
NET CHANGE IN FUND BALANCES - - (6,052) (6,052) 9 126 195 &9 1 1 (34) (33)
Fund balences - beginning 110,947 110,947 110,947 - 4,117 4,127 4,127 - 13,198 13,898 13,198 -
FUND BALANCES - ENDING S 110,947 $ 110947 S 104,895 S (0,052) $ 4,136 § 47253 S 4322 $ & $ 13,199 $ 13,199 § 13,164 s [eL3]




NONMAJOR CAPITAL
PROJECTS FUNDS

Capital projects funds account for financial resources
to be used for the acquisition, construction or
improvement of major capital fac:|||t|es except those
financed by proprietary funds.

The Parks and Recreation Fund accounts for monies from the issuance of the General Obligation
Bonds to be used for fmancing the acquisition of land and to expand, develop, and rehabilitate park
and recreational facilities.

The Emergency Services Fund accounts for monies from the issuance of the General Obligation
Bonds to be used for financing the enhancement of emergency response capabilities and seismic
reinforcement of essential public facilities and infrastructures.

SanNNJd S1o3foyd
9 HAYY WOV INNON



Combining Balance Sheet
Nonmajor Governmental Funds-Capital Projects Funds

CITY OF OAKLAND

June 30, 2010
{/n Thousands)

Parks
and Emergency
Recreation Services
ASSETS
Restricted cash and investments $ 821 b 8
TOTAL ASSETS s 821 $ 8
LIABILITEES AND FUND BALANCES
Liabilities .
Accounts payable and accrued liabilities b} 36 b} 1
Due to other fiinds 26 59
TOTAL LIABILITIES 62 " 60
Fund balances ’
Reserved:
Encumbrances 83 04
Unreserved/designated:
Projects 676 146
TOTAL FUND BALANCES 759 52
TOTAL LIABILITIES AND FUND BALANCES hY 821 s 8

134

Totat

h 829

s 89

5 37
85

122

177

530

707

) 820



CITY OF OAKLAND

Combining Statement of Revenues, Expenditures and Changes in Fund Balances
Nonmajor Governmental Funds-Capital Projects Funds

For the Year Ended June 30, 2010

(In Thousands)

" REVENUES
Interest and investment income

TOTAL REVENUES

EXPENDITURES
Cmreat:
A gencies/departments:
Community and Economic Development
Capital outlay
TOTAL EXPENDITURES
DEFICIENCY OF REVENUES

UNDER EXPENDITURES

OTHER FINANCENG USES
Transfers out

TOTAL OTHER FINANCING USES

NET CHANGE IN FUND BALANCES
Fund balances - beginning

FUND BALANCES - ENDING

Parks
and

.Recreation

o
o0
Lh

1,175
1,587

‘ ' 2
n
=]

L] ¥ ]

(1,502)
2,261

)

]

75%

135

Emergency
Services

29
2,666
2.695

(2.693)

‘g366)
(366)

(3,059)
3,007

$ 52

Tolal

87

441
3,841
4282

(4,195)

(366)
(366)

(4,561)
5,268

$ 707



For the Year Ended June 30, 2010

CITY OF OQAKLAND
Schedule of Revenues, Expenditures and Changes in Fund Balances - Budget and Actual
Capital Project Funds

(in Thousands)

REVENUES

" Interest and investment income
TOTAL REVENUES
EXPENDFTURES

Community and Economic Development
Capital outlay

TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUES

. OVER (UNDER) EXPENDFITURES

OTHER FINANCING SQURCES (USES)
Transfers out

TOTAL OTHER FINANCING SQURCES (USES})

NET CHANGE IN FUND BALANCES (DEFICIT)

Fund halances - beginning

FUND BALANCES (DEFICIT) - ENDING

Parks and Recraatlon

- variance

Criginal Final Posltive

Budget Budget Actual (Negatlve)

- - $ g5 $ 85

- - 85 85

- 500 412 28

- 1,354 1,175 179

- 1,854 1,587 267

. (1,854) (1,502) 352

. {1,854) (t,502) 352

2,261 2,261 2.261 -

$ 2261 407 5 759 s 12

136

Emergsncy. Services

Vvariance
Originat Final Positive
Budget Budget Actual __(Negative)
s - $ - $ b
- 14 29 (1%
- 3,273 2,666 607
- 3,287 2,695 592
- (3,287) (2.693) 594
- (366) (366) -
- {366) (366) -
- (3,653) {3,059) 594
3,007 3,007 3,007 -
$ 3,007 $  (6d6) § (52) § 594




CITY OF OAKLAND

Combining Statement of Fund Net Assets

internal Service Funds

~June 30, 2010
(In Thousands)

ASSETS
Current assets:
Cash and Investments
Accounts receivable
Due from other funds
Inventories
Restricted cash and investments
Total Current assets

Non-current assets:
Capilal assets:

Land and other assets not being depreciated
Facilities and equipment, net of depreciation

Total Non-current Assets

TOTAL ASSETS

LIABILITIES
Ciurent liabilities:

Accounts payable and accrued liabilities

Accured interest payable

Due to other {funds

Notes payable and capital leases
Total Curtent Liabilities

Non-current liabilities:

Notes payable and capital leases
Total Non-current Liabilities
TOTAL LIABILITIES

NET ASSETS (DEFICIT)
Invested in capital assets, net of
related debt
Unrestricted (deficit)

TOTAL NET ASSETS (DEFICIT)

Equlpment

24

198
419

641

13,206
13,206

13,847

it 2t

640

13,225
854
14,724

—_—

891
891
15,615

11,880
(13,648)
$ (1,768

137

Central

Radio Facllitles Reproduction Stores

) 666 $ - $ - % .
14 . - -

2 - - -

- - - 704

398 - - -
1,080 - 704

- 310 - -

291 ‘ 537 127 -

291 847 127 -

1,371 - 847 127 704

k) 17 kL 19

9 46 . -

- 25981 187 5,209
354 .36 - .= -
.08 __ 27,106 235 __ 5228
412 2,3 R9 - -

412 2,389 - -

818 29,495 s _ 5228

. (1,904) 127 -

- 353 26,744 (29 4,524
5 553 b 528,6483 3 (98) $ !4,'524)

Purchasing

Total

1,012

(548)
b3 048

S 666
38

66
902

817
2,489

310
14,161

—_—

14,471

RS ML

16,960

1,433
60

45,598 -
1,610

48,701

3,692

—_—

3,692

_—

52,393

—_—

10,103
(45,536)
$ (35,433)



CITY OF OAKLAND
Combining Statement of Revenues, Expenses and Changes in Fund Net Assets
Internal Service Funds

For the Year Ended June 30, 2010
- (In Thousands)

Central
Equlpment Radio Faclillles Reproduction Stores Purchasing Totat

OPERATING REVENUES -

Charges for services $17,841 $ 3,7 § 2352 $1,168 $ 2,206 b 1,017 § 49,527

Other - 87 - 68 1 - .- 156
TOTAL OPERATING REVENUES 17,928 3,771 23,592 1,169 2,206 1,017 49,683
OPERATING EXPENSES '

Personnel 5,687 1,837 9,385 425 808 502 18,644

Supptics ' 4,733 - 188 683 8s 7 33 5,729

Depreciation and amortjzation 3,699 126 48 49 - - 3922

Contractual services and supplics 116 “ 584 - : 2 - 702

Repairs and maintenance ’ 431 106 2,120 - 3 - 2,660

General and administrative 1,810 22 2770 129 71 16 5,298

Rental _ 919 169 320 421 59 - 1,888

Other 83 86 4,932 1 991 5 6,098
. TOTAL OPERATING EXPENSES 17,478 2,794 20,842 1,310 1,941 576 44 941
OPERATING INCOME (LOSS) 450 977 2,750 (141) 265 441 4,742
NON-OPERATING REVENUES (EXPENSES) : o :

Interest and investment income (loss) {42) 3 (86) 2) (16 (3 {146)

Intercst expense (125) (45) (126) . _ - - (296)

Insurance claims and settlements 2 - 10 - . - - 12

Other, net - 46 - 98 . - - 44
TOTAL NON-OPERATING REVENUES (EXPENSES) (119) (42) (104) (2 ) I ) 286
Changes in net assets (deficit) o33 935 2,646 - (143) 249 438 4,456
Transfers out (207) - (14) - S __ @y
TOTAL TRANSFERS 207 - (14) - - - 22D

. . , e 4,235

Changes in net assets (deficit) : 124 935 2,632 (143) 249 438 '
Total net assets (deficit) - beginning {1,892) _ (382 31,280 45 (4,773 1,386 39,668
TOTAL NET ASSETS (DEFICIT) - ENDING $ (1,768) $ 553 $ (28,648) $ (98 $ (4,524 5 948 $ (35433

138



CITY OF CQAKLAND
Combining Statemsnt of Cash Flows
Internal Service Funds
For the Year Ended June 30, 2010
{In Thousands)

Facliites Reproduction Stores Purchasing Total

CASH FLOWS FROM QPERATING ACTIVITIES
Cash received from customers and users § 17,819 s am s 21,575 $ 11710 $ 2274 $ 1,020 § 49656
Cash from other sources 17 - 58 I - - 156
Cash paid to employees (5,687) (1.817) (,385) (4125) (808) (502) (12,644
Cash prid to suppliers ] (1,792) (358} (11,441) 807 {1114y {58) (22,070)

NET CASH PROVIDED B Y (USED IN) OPERATI{YQ ACTIVITIES 4,447 1,082 2808 (1) 152 450 3,098

CASHFLOWS FROM NONCAPITAL FINANCING ACTIVITIFS
Procteds of interfund lorns . . . 63 . - 61
Repaymem of interfund Joans . (2,244) ) (2,112) . (236) (457) (5.250)
Other, net (settdements, sales of property, rental) 48 B 108 - - . 156
Tranafers aut (207) . - (14) - - - 1221)

NET CASH PROVIDED BY (USED IN) NONCAPTTAL FINANCING ACTIVITIES (2,503 [OF (2,018} 52 336 (457) (3,252)

CASH FLOWS FROM CAPITAL AND RELATING FINANCING ACTIVITIES
Acqmisition of capital agsets ' (1) - (242) - - . (531)
Repayment of long-term debt (1,787) (@717 (348) - - - (2,519)
Interest paid on long-term deht (125} (45) (126) - : - (296)

NET CASH USED TN CAPITAL AND RELATED FINANCING ACTIVITIES (2,223 (422) (114) - - - 3,359)

CASH FLOWS FROM INVESTING ACTIVITIES . .

[nterest income (lass) . 12 ] {86 2 (e 3 (146)
NET CASH PROVIDED BY (USED [N) INVESTING ACTIVITIES (42 3 (86) @ (8 —® L),
NET DECREASE [N CASH AND CASH EQUIVALENTS (21) 662 - - . - 143
CASH AND CASH EQUIVALENTS AT BEGINWNING OF YBAR 740 a2 - - - - LA
CASH AND CASH EQUIVALENTS AT END OF YEAR s 419 $ 1,064 $ - B - s - 5 - $ 1413
RBCONCNLIATION OF OPERATING INCOME (LOSS) TO NET CASH
PROVIDED BY {USED R4} OPERATING ACTIVITIES 474

Qpesating income (losa} 3 450 [ 977 $ 2750 H 14l s 263 $ 441 544
ADTUSTMENTS TO RECONCILE OPERATING INCOME (LOSS)

NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES -
Depreciation - 1699 126 43 i B B o
Retirement of capital assety 10 - - - - -

Changes jn assets and liabilitjes: 13 102

Rectivables (23) R 52 2 60 @
Due from ather fimds - (2) - - 8 20
Inventories 2 N . , \ 16 295
Accounts payable end accrued liahilities 290 @D [€E3] 29 Ed s

Total Adjustments 1991 o _as 68 2 87 i9 ;__;a
NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES s 4447 s 1082 £ 38 s () $ § 460 :
RECONCILIATION OF CASH AND CASH EQUIVALENTS TQ THE
STATEMENT OF NET ASSETS s i $ 566

Cash and investmenta i $ - $ 666 § ) i ’ s ) . 17

Restricied eash and investment Al0 198 - - z 3 - Tan
TOTAL CASH AND CASH EQUIVALENTS ¥ 415 3 1,064 $ - B - 3 - FLEN

_Equipment

Radla

139




FIDUCIARY FUNDS

Fiduciary funds, including pension and private purpose
trusts, account for resources held by the City which
must be spent as provided in legal trust agreements
and related state laws. Agency funds account for
assets held for other funds, governments, private
organizations or individuals. Agency funds do not
measure the results of operations and generally serve
as clearing accounts.

PENSION TRUST FUNDS

The Oakland Municipal Employees Retirement System (OMERS) Fund is a closed benefit plan
that covers non-uniformed employees hired prior to September 1970 who have not elected to lransfer
to the California Public Employees Retirement System.

The Police and Fire Retirement Syslem (PERS) Fund is a closed benefit plan administered by a
Board ofi Trustees which covers uniformed police and fire employees. Membership in the plan is
limited to uniformed employees hired prior to July I, 1976. All subsequent hires are covered under the
Califomia Public Employees Retirement System.

PRIVATE PURPOSE TRUST FUNDS

Private Purpose Trust Fund accounts for the operations of: certain trust funds, such as the Major
Gifts Funds or the Youth Opportunity Program Fund, and retiree medical payments; that are not
related to Oakland Redevelopment Agency projects or parks, recreation or cultural activities. The
Private Pefision Trust Fund accouts for employee deferred compensation fund. -

SANNS AYVIONGI



CITY OF OAKLAND
Combining Statement of Fiduciary Net Assets
Pension Trust Funds

June 30, 2010
{Iin Thousands)

140

OMERS PFRS TOTAL
ASSETS
Cash and investments Y 45 hy 2,801 s 2,846
Receivables:
Interest and dividends ~ 698 698
Investments - 5,624 5,624
Restricted cash and investments:
Short-termn investments 17 7,313 7,360
U.S. government bonds - 21,072 21,072
1.S. corporate bonds and mutual fimds L702 69,332 71,034
Domestic equities and mutual funds - 2,992 145,696 148,688
International equities and mutual funds - 42,890 42 890
Real estate mortgage loans ~ 42 42
4,741 286,345 291,086
Securities lending collateral - 16,715 16,715
TOTAL ASSETS 4,786 312,183 316,969
LIABILITIES
Accounts payable and
accrued liabihties 58 6,781 6,839
Securities lending liability - 16,715 16,715
TOTAL LIABILITIES 58 23,496 23,554
"NET ASSETS : ) .
HELD IN TRUST FOR PENSION BENEFITS $ 4728 $ 288,687 $ 293415



CITY OF OAKLAND

Combining Statement of Changes in Fiduciary Net Assets

Pension Trust Funds

For the Year Ended June 30, 2010
{In Thousands)

ADDITIONS:
Contributions:
Members
Investment Income:
Net appreciation in fair value ofiinvestments

Interest

Dividends

Securities lending income
Total investment income, net

Less investment expense
Borrowers' rebates and other agent fees and

securities lending transactions
Net investment income 7
Other income
TOTAL ADDITIONS

DEDUCTIONS:
Disbursements to membess and beneficiaries:

Retirement
Disability
Death
TOTAL BENEFITS TO MEMBERS
AND BENEFICIARIES
Administrative expenses

TOTAL DEDUCTIONS
Change in net assets

Net assets - beginning
Net assets - ending

OMERS

(253)

4,981
$ 4,728

141

PFRS TOTAL
b 7 $ 7
36,148 36,766
3,805 3,840
4,848 4,923
169 169
44970 45,698
(1,351) - (1,373)
(63) . (63)
"43.556 ' 44,262
93 93
43,656 44,362
42,055 42,546
25,419 25,506
2,283 2,287
69,757 70,339
832 1,209
70,589 71,548
(26,933) (27,186)
315,620 320,601
$ 288,687 $ 293,415



CITY OF OAKLAND
Statement of Fiduciary Net Assets
Private Purpose Trust Funds

June 30, 2010
(in Thousands)

ASSETS

Cash and investments

Recejvables:
Accrued interest and dividends

Accounts receivable
TOTAL ASSETS
LIABILITIES

Accounts payable and accrued liabilities

TOTAL LIABILITTES

NET ASSETS

Net assets held in trust

Pn'vaté Private
Purpose Pension
Trust - Trust
Fund " Fund Total
$ 8.336 233 $ 8569
6 - 6
3 - 3
8,345 233 8.578
365 - 365
365 - 365
[
h 7.980 b 233 5 8213
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CITY OF OAKLAND
Statement of Changes in Fiduciary Net Assets

Private
For the Ye

Purpose Trust Funds
ar Ended June 30, 2010
{In Thousands)

ADDITIONS:
Trust receipts -

Investment income .
Other income

TOTAL ADDITIONS

DEDUCTIONS:
Administrative expenses
CEDA
Other
Police services

TOTAL DEDUCTIONS

Change in net assets

NET ASSETS - BEGINNING

NET ASSETS - ENDING

Private Private
Purpose Pension
Trust Trust _
Fund Fund Total |,

$ 447 $ 3l $ 478

24 1 25

2,653 - 2,653

3,124 32 3,156

. 137 137

134 - 134

2,631 - 2,631

141 1 142

2,906 138 3,044

218 (106) 112

7,762 339 8,101

$ 7,980 $ 233 $ 8,213
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CITY OF OAKLAND
STATISTICS

This part ofithe City ofiOakland’s copiprehensive armual financial report presents detailed information
as a context for understanding what the information in the financial statements, note disclosures and

required supplemental information says about the City’s overall financial health.
Financial Trends

Schedules one through five contain trend information to assist in understanding how the City’s
financial performance and well-being have changed over times.

~

Revenue Capacity
Schedules six through twelve report tax revenues by sources which include: property taxes, stale taxes
and local taxes.
Debt Capacity

Schedules thirteen through sixteen present information that hélps in understanding the'City’s current
level ofiputstanding debt, the legal debt margin, and the ability to issue additional debt in the future.

Pledged Revenue Coverage

Schedule seventeen contains pledge revenue coverage for the City and the Port of Oakland, a
component unit of the City. This schedule assists in understanding the revenues pledged for

repayment of debt service.

Demographic and Economic Information

Schedules eighteen and nineteen provide the demographic and economic indicators to help the reader
understand the environment within which the City’s financial activities take place.

Operating Information.

Schedules twenty through twenty-two contain service and infrastructure data to assist in understanding
how the City’s fiancial reports relate to the services the City provides and the activities it performs.

Sources: - The City’s Comprehensive Annual Financial Report for the relevant year. The City implemented GASB 34 in
fiscal year ended June 30, 2002.
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CITY OF OAKLAND

STATISTICS
SCHEDULE 1
NET ASSETS BY COMPONENT
{in thousands)
2002 2003 2004 2005 2006 2007 2008 2009 2010
Goveawnenta! activiies .
invested in capiel assels, hel of
related debl H 95311 § 385354 § 380,345 310,533 § 319,932 § 353,715 § 401,881 § 442793 $ 476,689
Reslriciad 246,973 429,353 316,026 202,415 267,624 317,558 336,908 338,514 372,439
Unvestricled (534 634} (400,586) {260,074} (55,983) {8.522) 37.704 (117,971} (156,321} (301,692)
Total governmenital acTivities nel
assets 3 7.600 3 413,821 % " 445,297 547,065 § 579234 § 708,977 & 620,618 § 624,976 $ 540,436
Business-type activies -+
nvesied in capual Bssets, pet of ., N
relaiad detr 3 103,157 § 100.682 § 113,610 107,396 § 110279 % 109,886 § 111,887 % 113,961 + § N8
Unvestricted {4,287) (3,643} {6.185) 3,114 989 2,173 7,731 15,037 26,126
Total business-ly pe activities net
assels 3 88,910 8 106,039 3 107,425 110,510 $ 111268 § 112,059 3 119,612 3§ 128,995 % 139,844
Primayy govemmem
Invested in capdal assets, net of
reéalad debt H 498,508 § 496,036 § 502,955 418029 § 430211 % 453601 $ 513,762 § 556,754 % 592,407
Restricted 246,923 429,353 316,026 292,415 267.824' 117,558 336,908 338,514 372,439
. Unresticted (638,921) (404,529) ' {266.259) {52,868} {7,533} 39,877 {110,240) (141,294) [275,566)
Toted frimary aovomment net ,
assels 3 106510 % 519,860 % 552,722 657575 § 690,502 5 821,02 $ 740,420 5 753,974 % 589,280

Nole: The City began 10 repon accrual information when i implemented GASE Sisiement 34 in fiscp) yesr 2002,

Source: City of O aklend Statement of Net Assets
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CITY OF QAKLAND

Expennos
Govemmenial Activilies:
Gonerat govermmern!
Public satety
LHie ennichmaent
Community &nd BCONNTIC devalopment
Pubic works
Inarest on loog-term debt
Total governmantal Bctrvities expenses

Business-type acivibes:
Sewnrt

FParxs and recrealion
Tola! business-lype aCIVILES
Toal prmary govermmont expenses

Program Revenues {see schedule 3)
Govermimnital aciribes:
Charges lor services:
Genearel govemmant
Pubkc salety
Lde ennchment

Community and economic development

Pubdc works
Operating grants and contribubons
Capna !.rams and contributions
Tota! governinemal BCinvines PrOgrarm reveres

Busineas-type activibes:
Charges 10¢ 6ETVICES:
Sewer
Parks and recteaton
Operpung (rants and coordxions
Total busNDsS-lype acivities progearm revenues
Towal pRmary government (NOgFam revenues

Net (Expense)/Revanuve
Govemnmenial acthvitics
Business-type activities

Tota! primary geyernmen nel expense

Gonoral Revetwes and Other Changes
in Not Assets
Govemmenial activines:
Taxes
Propefly laxes
Siate taxes
Local laxes
Other
interest and FWesETER income
Transfos
Spedal hems
-Total governmenial actrvibes
Business-type activities:
Interest and WveSUNEN ncome
Otmer
Translers
Total business-type acuvities
Total phmary government

Changs In Net Assets
Governmenip! doivities
Business-fype activities
Total primary government

STATISTICS
. SCHEDULE 2
CHANGES IN NET ASSETS
fan thousands}
2802 2003 2004 2005 2008 2007 2008 2009 2010
H 80,770 % 95,671 3 67,069 § 65,865 71,471 % 91,179 § 102,218 5 4,957 § 83,295
250,503 302,273 297,869 319,908 335N 346,426 412,050 424,435 411,323
59,221 105,133 102,214 96,649 101,902 105,728 115115 119,659 119.254
106101 110,400 121,160 117,689 140,351 183,968 203,406 182,327 222 226
72635 E3,54B 70,369 T 107,457 100,448 101,075 75,048 74,081 70.757
72,924 56,072 58,820 62,238 73,224 75,864 74,545 71,552 73735
3 683,560 § 753.067 % 717,601 % 769,806 822,567 % 910,790 ¥ 9868382 % 567,011 % 980,600
L] 15845 % 17.960 § 20,597 % 21,337 24841 § 29.365 § 30,502 % 25,530 § 26,899
54 68 158 160 734 1,087 384 653 520
] 15.942 § 18,028 % 20,756 3% 21457 25575 § 30,452 % 30886 % 26,182 % 27419
3 699502 § 777,125 § 738357 § 791,303 848142 % 540,642 § 1017768 3 553,193 § 1,008 D19
5 25131 % 27.5946 % 14913 % 25.641 16,266 § 13,741 8 22276 8 21,128 § 24,382.
14,718 15,459 . 38,958 66,933 42,492 g.803 10,331 15,732 14,900
5123 4,355 73 125 75 3,992 5110 11,084 8128
21,553 21,599 7.287 12,528 7.947 16,437 45 466 47,223 48,765
21,872 26898 31600 6,190 3,927 31.269 27.113 30,887 39,282
63,235 79.7384 78,965 74694 77,154 106,903 §91.278 54,353 87177
10,552 9,262 10,366 - : - - - -
3 162 182 § 785333 % 154,163 % 186,167 142 865 % 182,745 % 201,574 § 220408 & 232,635
3 19,153 § 19,364 § 22550 § 24252 245678 § 25838 § 33,264 § 35,382 § 39,329
100 122 58 244 157 237 487 796 286
19 1% - - - - 21 - - -
3 19272 & 19505 % 22648 % 24 496 24,875 % 0,09 § 33,751 % 36,178 § 39,615
3 161,454 3 204638 § 176811 3 210,657 1727403 212241 § 235325 § 256586 § 272250
$ (521,378) § (567,764} §  (563.438) §  {583.645) (674,702} $  (735B68) S (785308} § (746603} §  (747.965)
3,230 1477 1.892 2,599 {700) (356) 2 B65 9,996 12,196
3 518,048} 3 566,287} § 561,546) % {380,646} {675.402) % (736,224) % (782,443} 3 {736,607} % (735.769
3 172,029 % 202,297 % 200,731 % 234,127 268,693 3 117,566 3 358,338 3% 359,851 § 346,859
683,603 79,444 72,906 68,451 67,304 67,723 73.928 67,642 57.745
160,729 199,720 197,873 251,301 261.815 256,658 235,470 214,266 216.072
66,883 64,414 117,232 84,850 30,406 108,048 50.153 81,285 58,274
36.463 40,943 5.566 46,063 78,053 43,073 47.852 25917 10,894
659 629 600 621 600 600 600 1.200 ° 1,463
- - - - - 59.020 - - -
3 505,366 § 586,547 § 594014 § 685413 706 871 % 857,788 % 766,341 § 750761 § 693,407
5 10 $ 19 3 94 3 707 1,996 % 1.745 § 1,434 % 590 § 113
1.B91 6.082 - - 62 2 - - -
{659] {629} {500) 1621) {6007 (600} {600) {1,200 11,463}
s 1242 _§ 5652 % (506) § 86 1,458 § 1,147 _$ 834 § (610) § {1.350)
3 506,608 § 502,19% § 554408 § 685.459 708,329 % 858,935 3% 767,175 § 750.151 § 690.057
s {16,012) 5 18783 § 31,476 % 101,768 32,169 § 129743 8 {18,567) § 4158 % {56,558)
4572 7.129 1,386 3,085 758 79 3.699 9,386 10,845
3 (11,440} § 25612 & 32,862 3 104,853 325927 % 130,534 § (15268) § 13.544 8 {45 712)

Ndie: The City began to report accrual informahon when nl implemeantad GASS Stalemeni 34 i fiscal year 2002,

Source: City of Oakland Statement of Actvities
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CITY OF OAKLAND

STATISTICS
SCHEDULE 3
PROGRAM REVENUES BY FUNCTION/PROGRAM
{in thousands)
: 02 2008 s gmos o6 2007 2008 2009 2010
Function/Program . '
Govemmenta! activiies:
Challges for services:
General govemment $ 25131 $§ 22946 $ 14913 § 25641 § 16266 § 13741 § 22276 § 21128 § 24382
Publc safely 14,715 15,489 38.959 66,983 42,492 9.803 10,331 15,733 14,900
Lite ennichmen 5,123 4,355 73 125 79 3,992 5,110 11,084 B,128
Comuninity and econornic
devebp"’?_m 21,553 21,599 7,287 12,528 7947 16,437 45 466 47,223 48,765
Public works 21,872 26,898 3,600 6,190 3927 31,269 27,113 30,687 39,283
Operating giants and contributions 63,235 79,784 78,965 74,694 77154 . 106,903 91,278 94,353 97,177
Capital grants end contibutions 10,553 9,262 10,366 - - - - - -
Subiota! governmenal activities . $ 162182 § 185333 § 154163 5 186161 $ 147865 § 182145 3§ 201574 § -22D<¢DB § 232635
Busness-iype acivilies:
Charges for services:
Sewer 3 19,153 § 19,364 § 22,590 % 24252 § 24678 § 29838 $ 33264 % 35382 $ 39329
Parks and recreation 100 122 58 244 197 237 487 796 - 286
Operaung grants and contributions 19 19 . - - 21 - . -
Subtotal business-type activities ] 19,272 § 19.505 3 22648 § 24496 § 24875 § 30,096 % 33751 8§ 36178 § 39.615
Tolal pimary government $ 181454 § 204838 § 176811 § 210657 § 172,740 $ 212241 § 235325 § 256586 § 272,250

Note: The City began 1o report accrual information when n implemented GASB Stalement 34 in fiscal year 2002,

Source: City of Oakland Statement of Activities
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CITY OF OAKLAND

STATISTICS
i SCHEDULE 4
FUND BALANCES, GOVERNMENTAL FUNDS
{in thousands)
2002 2003 2004 2005 2006 07 2008 2008 2010
General Fund
Reserved $ 196067 § 2143717 § 10779 % 151,494 134,151 $ 138891 $ 126575 § 116543 $ 103372
Unmserved 29,666 38,801 zéz.szs 140,343 152,368 143.016 121,109 120,406 129,678
Totat general fund $ 225733 % 253,108 % 233308 § 291837 286519 § 281,907 $ 247684 $ 235949 $ 233050
All Other Governmenta! Funds
Reserved $ 327871 § 475385 $  2B4.475 $ 445531 4965474 5 797,702 $ 828314 $ 788476 $ 761,679
Unreserved, reported in:
Special revenue funds {11,809) (108,238) 4,704 19,785 42,102 32,444 8,129 9.553 {16.486)
Capttal projects fungs 4,222 6,599 164,788 143,456 130,221 98,912 73,147 41,322 66,136
Total all pther govemmental funds $ 320284 $ 373746 3 453967 $ 608772 665797 § 929058 § 909590 § 839351 3 811,329

Note: The'City began fo repon accrual information when it inpiemented GASE Statement 34 in fiscal year 2002,

Source: City of Daldand Balance Sheet, Governmental Funds .
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CITY OF OAKLAND

Revenues

Taxes {see $Schedule 6)
Licenses and permils
Fines and penalties
Inlerestfinvestment net income
Charges tor services
Other intergovernmental revenues
Federal and $1ate granis

and subventlons
Other revenues

Total revenues
Expendltures

General govemment
Financial and Personnel $ervices
Information Technology
Contracting and Purchasing
Police services
Fire services
Lite enrichmeni
Administration
Parks § Recreation
Library
Museum
Marketing |
Aging, Health &
Human $ervices
Cultural Arts
Community § Economic
Development
Public Works
Other
Capital outiay
Debt service
Bond issuance costs
Other retunding cost
Principal
Interest
Tota! expenditures
Excess of revenues over{under}
expendstures

Other Financing Sourtes (Uses)

[ssuance of debt
Issuance of refunding bonds

Premiums/discounts on issuance of bonds

Payment to refunding bond escrow
agent

Property sale proceeds

Insurance ciaims and settlements

Transfers in

Transiers out

Total other financing sources (uses)

$pecial item

Change in fund balances
Net change in fund balances

Total fund balance - beginning

Total fund batance - ending

Debt service as a percentage of
noncapital expenditures

STATISTICS
CHANGES IN FUND BALANCES,
GOVERNMENTAL FUNDS
{in thousands)}
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
$ 403226 § 402435 § 439150 % 457949 5 535706 § 578474 S5 616754 § 648153 § 641,085 § 622901
11,442 11,758 13,098 13,476 15,676 19,006 20,390 19,319 14,467 12,124
17,111 17,806 20,645 28,189 26,325 25,467 26,859 23,497 29,348 31,220
37,116 35481 40,619 7,672 38,495 30,721 49,141 49,894 27,520 11,495
50,310 60,840 65,324 67,176 73,133 70,711 75,242 76,735 77,285 82,289
- - - - . . - 33,561 35,588 45,116
75,701 48,234 72483 79,918 97,009 73,778 97,382 04,428 87,971 " 98,850
22,001 61,391 70,027 48,608 53,711 47558 74,758 24,200 40,587 32,116
$ 616907 § 637945 $ 721,355 § 702088 % 840055 § 845715 § 960,526 § 969,787 8§ 953652 § 936,111
s 35338 § 41,380 § 30365 $ 42225 3 45466 $ 49411 5 67,194 $ 45600 § 40838 § 35710
15,327 + 16,637 17,025 22,339 22,197 24,181 26,018 35,761 34,863 30,343
. : B - R . - - . 13,666 12,975 9,137
- - - - - - - 2,280 1,959 2,100
145,521 151,791 166,266 166,175 178,813 187,968 206,561 225,893 231,789 218,129
77,129 84,239 88,154 91,542 08,029 111,162 112,699 118,429 119,711 111,583
1,693 561 660 1 7 - - - -
38,180 32,481 ' 28,556 29 445 16,740 17,296 19,146 20,872 20,308 20,259
15,178 16,540 17,096 18,460 20,547 22,942 24,631 23,833 21,824 20,927
5,707 7,278 7,561 8,327 7,383 267 6,976 6,883 6,584 6.146
- E - 2,367 - - - - -
21,347 24,568 27,740 33,238 35,609 46,581 53,228 56,239 62,382 59,441
1,972 1,382 1,753 41 : - 6,832 ° - - - -
73,745 118.234 122',715 92,788 101,031 135,561 169,233 206,908 197,285 227,505
60,835 52,841 51,458 60,328 73,338 79,816 91,490 71,971 64,288 57,133
46,773 41,471+ 36652 30,372 38,327 23,048 10,641 10,597 20,099 8,328
14,397 22,055 27,056 24,779 36,219 25,014 49,895 46,312 44,418 61,233
- 3711 4,212 12,874 4,478 2,496 4,467 4210 854 1,558
5,674 - o
50,351 39,686 50,356 61,831 88,506 72,583 79,964 92,940 138,854 105,742
75,549 58,558 55,020 62 897 60 656 69,027 69,682 71,528 65157 . 69,097
§ 679,142 § 713422 § 741645 § 760029 § 827346 S 874185 § 991,827 3§ 1,059,595 § 1,084,198 § 1.044,971
$ (62235) § (75477) § (20,290) $ (57.041) & 12,709 § (28470) 5 (31,301) § (89,809} $ (130.346) $ {108.860)
§ 1573 % - 8 - % 3927 § 433956 % 105840 $ 143988 § - 8§ 40228 § 67,693
- 213,655 202,765 188,650 - - 102,590 241,410 -
- 788 - 587 13,535 328 1,963 11,313 (779} 908
- (208,907) (110.826)  (96,395) (247,860)  (27.853) (22,729) {221,250} -
104 16,094 8,569 1,497 304 4,262 618 - 4,045 8,723 5,013
1,641
8514 142,816 79,144 95,404 109,911 101,643 97,397 98,691 130,095 106,409
{59,261} {142157) (78,515}  (94,804) (109,311} {101,0431 (95,897} (98.091) (128,895} (104,725}
§ (40070) $ 22280 % 101,137 S OBB66 8§ 200625 § 83177 § 227930 $ 36118 § 49372 § 76939
s - 8 -8 - 5 - % - 3 - § 50020 § - % -5 -
$ (9,438) § (53188) 5 80,847 § 41,825 § 213334 § 54707 $ 255649 § (53,691) § (B0.974) § (31,921}
32,234 599,205 546,017 545,450 ‘687,275 900,609 955,316 1210965 1,157,274 1,076,300
$ 22796 % 546017 § 626,864 $ 667275 § 900,609 § 955316 $ 1,210965 § 1157274 8 1076300 5 1044379
14.21% 14.75% 16.96% 18,85% 16.68% 15.89% 17.00% 20.33% 18.13%

18.9_5%

Note: Debt ratio was calculated by dividing principal and interest by total govemment expenditures excluding capital outlay $80,834 tor fiscal year 2010.

General govemment include Mayor, Council, City Administrator, City Attomey, City Auditor and City Clerk

" Source: City of Oakland Statement of Revenues, Expenditures and Changes in Fund Balances.
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CITY OF OAKLAND

SCHEDULE 6
TAX REVENUES BY SOURCE,
fin thousands)
Motar Vehicle Business Uity Reai Estate Trsnslent Voter
Fiscal Year Property  Sales & Use in-ieu Gas_ tLlcense Consumptlon Transfer . Occupancy Parkina Approved Franchise Totet

2001 162,595 52,877 21,361 10,419 38,738 48,703 ’ 38,309 12,766 6,762 - 10,396 403,226
2002 163,130 45,749 22,854 7,705 42094 49,547 37,272 10,530 7.525 5,085 10,944 402,435
2003 193,738 48,798 24,259 6,387 42,020 46,581 42,088 ' 10,863 8,242 5,359 10,824 439,159 -
2004 200,646 47,760 18,178 6,968 44 223 48,056 55,665 9,857 9,799 5,205 11,592 457 949
2005 2325051 51,148 9,656 7,647 43,902 49,781 77722 “10,825 11,580 30,155 11,128 535,706
2006 268,361 56,844 2,984 7476 43,790 48770 79,433 11,690 15,196 31,728 12,152 578,474
2007 ) 314,468 58,006 2,268 7,449 50,339 51,426 61,505 12,303 16,202 29,778 13,010 616,754
2008 - 358,074 64 812 1,811 7,305 52,542 52,524 36,205 12,400 15,747 32,942 13.791 648,153
2009 359,699 56,090 1,282 9,749 54,291 . 52,701 34,267 10,599 14,196 33,772 14,440 641,086
2010 349,084 45,503 1,251 10,991 54,141 51,107 36.971 10,085 13,885 35,228 14,655 622,901

Change - '

2001-2010 1143% - -139% 94.1% 5.5% 39.8% 4.9% -3.5% 21.0%  105.3% nfa 41.0% 54.5%

Note: Reflects revenues of the General, Special Revenue, Debt Service and Capital Projecis Funds, and Cakland Redevelopment Agency.

Source: City of Oakland Statement of Revenues, Expenditures and Changes in Fund Balances.
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CITY OF OAKLAND
STATISTICS

Fiscal
Year
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010

Note: Total Direct Tax Rate is "per $10,000 assessed valus"™.

ASSESSED VALUE AND ESTIMATED
VALUE OF TAXABLE PROPERTY

fin thousends}

Total
Personal Assessed

Land \mprovements Property Vaius
6,645,913 13.862,.254 2,004,626 22,512,793
7,200,754 15.231.115 2,165,091 24 596,960
7,725,624 16,906,517 1,997,630 26,629,771
8,374,188 18,571,148 1,964.460. 28,909,796
9_!157,808 20,308,258 1,878,079 31,344,145
10,206,973 22,383,882 1,962,917 A 34,553,772
11,410,672 24,862,440 ° 1,894,048 38,167,160
12,472,317 27,192,312 2,132,949 41,797,578
13,222,782 - 28,429,996 2,205,480 43,858,258
27,749,554 2,110,456 42,568,090

12,708,080

Source: County of Alameda

Less:
Tax-Exempt
Property
1,791,760
1,666,969
1,828,260
1,863,890
2,067.228
2,310,189
2,347 281
2,478,761
2,584,624
2,691,489

Less:
Redevelopment
Tax Increments

2,452,166
3,057,178
3,524,500
4,090,609
5,186,441
7,750,010
9,562 758
9,552,758
10,425,138
9,753,604
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Total Taxable

Assessed
Value
18,268,867
19,872,813
21,277,011
22,955,297

24,080,476
24,493,573
26,267,121
29,766,059
30,848,496
30,122,997

Total
Dlrect
Tax
Rate

5.451
5613

5302

5.811
5.534
5.519
5,667
5.508
5414
5.674

Estimated
Taxable
Assessed
Velue

99,583,594
111,546,099
114,725,643
133,393,231
133,316,654
135,180.029
148,855,775
163,951,453
167,013,757
170,917,885

SCHEDULE 7

Taxable Assessed
Valueasa -
Percentage of
Estimated Taxable Value

18.35%
17.82%
18,55%
17.21%
18.07%
18.12%
17.65%
18.16%
18.47%
17.62%



CITY OF OAKLAND

STATISTICS
SCHEDULE 8
DIRECT AND OVERLAPPING
PROPERTY TAX RATES
Citv Direct Rates Overlaooina Ratas
Best Bay East Bay East Bay
Debt 1981 ' Total BART Municipa! Reglonal Reg. Parks
Fiscal Basic Service  Pension  Direct | Alameda Education and AC  BART Utility Parks District
Year Rate Fund Liabifity Rate County  Education - Dabt Translt Dabt Other Debt District Debt
2001 0.3485 0.0391 0.1575 . 0.5451 0.3086 0.2165 0.0923 0.0517 - 0.0505 0.0085 0.0242 0.0065
2002 .- 0.3485 0.0353 0.1575 0.5613 0.3086 0.2165 0.0959 0.0517 - 0.0505 - 0.008& 0.0242 0.0072
2003 0.3485 0.0332 0.1575 0.5392 0.3086 - 0.2165 0.0994 0.0517 - 0.0505 0.0084 0.0242 0.0065
2004 0.3485  0.0751 0.1575 0.5811 0.3086 0.2165 00923  0.0517 - 0.0505 0.0079 0.0242 0.0057
2005 0.3485 0.0474 0.1575 0.5534 0.3086 0.2165 0.0875 0.0517 - 0.0505 0.0076 0.0242 0.0057
2006 0.3485 0.0459 0.1575 0.5519 0.3086 0.2165 0.1018 0.0517 - 0.0505 0.0072 0.0242 0.0057
2007 . 0.3485 0.0607 0.1575 0.5667 ‘ 0.3086 0.2165 0.1074 0.0517 - 0.0505 0.0068 0.0242 0.0085
2008 0.3485 0.0448 0.1575 0.5308 0.3086 0.2165 0.1030 0.0517 - 0.0505 Q.0065 0.0242 0.0080
2009 0.3485 . 0.0354 0.1575 0.5414 0.3086 02165 .- 0.1197 0.0517 0.0505 0.0064 0.0242 0.0100
2010 0.3485 0.0614 01575 0.567{, ] 0.3086 0.2165 0.1689 0.0517 0.0057 0.0505 0.0065 0.0242 0.0108

Note: Rates per $1,000 assessed valys

Source: County of A|améda
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- ' CITY OF OAKLAND

{1) 2010 based on total assessed value of $39,876,600,884
(2) 2001 based on total assessed value of $20,721,033,407

Source: County of Alameda
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STATISTICS
SCHEDULE 9
PRINCIPAL PROPERTY TAX PAYERS
2001 2010
Percentage Percentage
of Total City of Totai City
Taxable Taxable Taxable Taxable
. Assessed Assessed Assessed Assessed
Taxpayer Value Value Rank - Value Value Rank
SIC Lakeskle Drive LLC $ 207,483,244 0,520% 1
Qakland City Center Venture LLC 189,277,179 0.914% 1 1794,049,126 0.487% 2
CIM Oakland Center 21 LP 167,500,000 0.420% 3
Oakland Property LLC 165,547,200 0.415% 4
Kaiser Foundation Heatth Plan inc 154,867,206 0.388% 5
Catholic Cathedral Corporation of the East Bay 144,746,890 0.353% 6
CIM Ozkland 1 Kaiser Plaza LP . 127,003,431 0.318% 7
1800 Harrison Foundation ’ 102,162,694 0.493% 4 121,932,415 - 0.306% 1
tiptown Housing Partners LP ) k 121,578,200 0.305% 9
Suncal Qak Knoll LLC 114,207,598 0.286% 10
Prentiss Properties Acquisition Partners LP 115,478,070 0.557% 2 N/A
Kaiser Foundation Hospitals 113,678,377 0.549% 3 N/A
* Ctorox Company 90,236,918 0.436% 6 NA
Kaiser Center, Inc. 99,064,709 0.478% 5 N/A
Lake Meritt Plaza 82,113,550 0.395% 7 N/A
Owens lllinois Glass Container, Inc. 62,894,332 0.304% 8 N/A
Webster Street Partners, Ltd. 7 61,675,200 0.298% 9 N/A
K5L Ciaremont Reseort, inc. 58,658,060 0.283% 10 N/A
Total . $ 975,239,289 4,708% $ 1518915310 3.809%



CITY OF OAKLAND
STATISTICS

PROPERTY TAX LEVIES
AND COLLECTIONS

(i thousands)

SCHEDULE 10

1% TAX ROLL |
Fiscal Collected within the Total Collections
Year Taxes Levied Fiscal Year of the Levy Collections in to Date
Ended for the Percent Subsequent Percent
June 30, - Fiscal Year Amount of Levy Year Amount of Levy
2001 3 53,376 51,120 95.77% o -3 51,120 95.77%
2002 56,947 35,270 97.06% 0 55,270 97.06%
2003 51.164 59,276 96.91% 0 59,276 96.91%
2004 65,248 63,546 97.39% 0 63,546 97.39%
2005 68,095 65,301 97.37% 0 -66,301 97.37%
2006 73,331 71,198 97.09% 0 71,198 97.09%
2007 N 79,357 75,654 95.33% 0 75,654 95.33%
2008 86,220 81,048 94.00% 0 81,048 94.00%
2009 89,482 84,063 93.94% 0 84,063 93.94%
2010 85,706 82,015 95.69% 0 82,015 95.69%

Voter-Approved Debt Tex Roll

Total Collections

Fiscal Collected within the
Year Taxes Levied Fiscal Year of the Levy Collections in o Date
Ended for the Percent Subsequent Percent
June 30, Fiscal Year Amount of Levy Year Amount of Levy
2001 3 42,225 40,748 96.50% 0o s 40,748 -96.50%
2002 49,024 46,849 95.56% 0 46,849 95.56%
2003 48,441 46,001 94.96% 0 46,001 94.96%
2004 61,760 59,602 . 96.51% 0 59,602 96.51%
2005 59,673 57,558 96.46% 0 57,558 96.46%
2006 63,369 60,887 96.08% 0 60,887 96.08%
2007 75,071 70,586 94.03% 0 70,586 94.03%
2008 76.453 70,621 92.37% 0 70,621 92.37%
2009 75,753 70,494 93.06% 0 70,494 93.06%
2010 83,581 79172 94.72% 0 79172 94.72%

- Note: Collections in subsequent year data not available

Source: County of Alameda
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Auto & Transportation
Business & Industry
General Consumer Goods
Restaurants and Hotels
Building & Construction
Foéd & Drugs

Fuel & Service Stations

Total

City direct sales tax rate

Source: HdL Companies

CITY OF OAKLAND
STATISTICS

TAXABLE SALES BY CATEGORY

{in thousand's)

SCHEDULE 11

Fiscal Year |
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
$ 922018 895331 S 929517 $ 871,710 3 817924 $ 860,194 $ 912,876 $ 840,33Q $ 695919 $ 580,398
688,074 588,871 71 5‘7‘40 700,079 622816 667,630 613,457 691,322 574,628 490,566
501,218 504,084 480,747 453,363 461,085 554,136 549,394 536,855 505,460 480,781
439,638 442 948 430,058 - 406,565 441,158 496,814 483,765 .5v27,275 515,602 525,Q68
319,187 348,829 393,261 369,886 431,196 488 972 495,607 465,797 416,701 344,171
372,774 342,013 341,625 308,529 316,990 321,467 330,643 341,677 342,922 366,461
290,512 317,736 342,038 093,926 869,866 1,058,122 1,186,535 1,236,876 638,147 433,207

$3533,521 $3,439,812 $3633,046 $3,704,058 $4.021,035 $4,447335 $4,572277

$4,640,233 $3,689,379  $3,220,652
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CITY OF OAKLAND
STATISTICS

DIRECT AND OVERLAPPING

SALES TAX RATES
City
Fiscal Direct
Year Rate
2001 na
2002 nfa
2003 n/a
2004 n/a
. 2005 ’n.’a
2006 1.50%
2007 1.50%
2008 1.50%
2009 1.50%
2010 1.50%

Scurce: California State Board of Equalization
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State of

Catifornia

- nfa
n/a
n/a
n/a
nfa

7.25%

7.25%

7.25%

8.25%

8.25%

SCHEDULE 12



CITY OF OAKLAND
i STATISTICS

RATIOS OF OUTSTANDING DEBT BY TYPE

SCHEDULE 13

{in thousands)
Govemmants| Activiting Business-type Activiting
Plados Sewer T
General Tax Coartificatss Lease Pension Specisl Ohbllg. For Fund Sewsr Totat Percentage
Fiscal  Obligation  Afocation of Revanus  Obligation  Accreted  Assessment  Notes Capital Authority Notes Fund Primary of Pereonal Per
Year Bonds Bonds Participation Bonds Bonds Interast Bonds Pavabla Lessen Debt Paysble Bonds Covernment Incorns (1) Caplts
2001 s /s s nis nfe nia nis " nia e n's ) /s /e n's n's
2002 133,295 214,295 67,346 399675 435,686 - 8,870 52,283 - 99,048 7,663 . 1,418.181 1212% . 4
2003 167,350 246,650 63,631 382,645 442,592 - 8463 49,448 . 96,590 7.045 . . 1,454,424 12.52% 4
2004 * 232,045 235,555 59,594 386,200 436,873 - 7,940 46,153 - 93,950 6,362 - 1.504 672 12.88% 4
2005 227,010 270,085 50,195 488,721 366,405 70:511 7,370 18,440 26,769 91,150 5,655 62.330 1,684,941 14.40% 4
2006 358,124 319,115 49,154 346,110 341,475 85.884' 7.085 17,940 20,218 88,100 4925 60.840 1698970 14.52% 4
2007 345,214 514 475 45,795 325,105 313,625 104,356 6,800 17,090 31,809 85,350 4,126 59,305 1,853,050 20.33% 4
2008 331528 496,630 40,495 323,340 282,705 125,743 6.200 ' 19,045 26,968 82 A50 3,346 57,720 1,796.170 17.02% 4
2009 317.188 505,765 10,375 296,985 248 455 148,580 5645 17,610 23,235 79,350 2,540 56,090 1,711,818 _1531% 4
2010 356,248 483,900 7,210 270,670 210,595 = 172,971 8,298 14295 18.483 76,000 1,708 54,380 1,689,758 14.45% 4

- Source: Notas to Basic Financial Staterments, Nots {12) - Long-tenn Obligations

{1) Per capita incomo 527,145 multiplied by population 430,666 gives personal income $11,690,428,570
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CITY OF OAKLAND
STATISTICS

Fiscal
Year

2001

2002

2003

2004

2005

2006

2007

2008

2009

2010.

SCHEDULE 14

RATIOS OF GENERAL BONDED
DEBT OUTSTANDING

(in thousands)

General Bonded Debt Qutstanding

Percentage of

Net ' Actual Taxable Per
Bonded Assessed Value of Capita (3)
© _ Debt (1) Value (2) Property (%) {in dotiars)
137,080 20,721,000 0.6616 - 336.81
133,295 22,930,000 0.5813 - 326.06
167,350 24,802,000 | 0.6747 405.99
232,045 27,046,000 : 0.8580 | 563.76
227,010 20277000 0.7754 550.59
358,124 32244000 11107 _ 869.75
345214 35,820,000  0.9637 830.86
331,528 39,319,000 0.8432 | 789.01
317,188 41,274,000 '0.7685 746.21
366,248 . 39,877,000 09184 850.42

(1) Source: City of Oakland Annual Debt Service Roll Forward, General Obligation Debt Total '

as of June 30, 2010

{2) Source: County of Alameda.
(3) Poputation 430,666 as of 1/1/10 per State of California Demographic Information by City.
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CITY OF OAKLAND
STATISTICS

SCHEDULE 15

DIRECT AND OVERLAPPING
GOVERNMENTAL ACTIVITIES DEBT

Governmental Unit

Direct Bonded Debt
City of Oakiand {1)
Ciy of Oakland and Coliseum Authorfty General Fund Obligations
City of Oakland 1915 Act Bond Obligations
City of Oakland Pension Obligations
Total Direct Bonded Debt:

Overtapping Boended Debt
Alameda-Contra Costa Transii District Certificates ofiParticipation

Alameda County and Coliseum Authonty General Fund Obligétion
Alameda County Pension Obbligations
Bay Area Rapid Transit Districl
. East Bay Munk:ipal Ulility District, Special District #1
East Bay Regional Park District
Chabot-las Positas Community College District

Chabot-Las Positas Community College District Generat Fund Obligations

Peralta Community College District
'Peralta Community College District Pension Obligation
Berkeley & Castro Valley Unified School District

Oakland Unified School District

Oakland Unified School District Certificales of Participation
San Leandro Unified School District

San Leandro Unified Schoot District Certificates of Participation
Castro Valley Unified School District Certificates of Participation
City of Emeryville 1915 Act Bonds

City of Piedmont 1915 Act Bends

Total Overlapping Bonded Debt:

Total Direct and Overlapping Debt
Less: East Bay M.U.D. Special District #1 (100% sel-supporting)

Tolal Met Direct and Overlapping Bonded Debt

(1) Source: City ofiDakland Annual Debt Service Roll Forward, General Obligation Debt Total as of June 30, 2010

Source: City of Oakland Treasuty Division
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Estimated
Percentage
Applicable

100
100
100
100

21.601
17.809
17.809
6.956
50.521
10.600
1.093
1.093
53.225
53.225
0.003 & 0.132
99.998
99,598
11.042
11,042
0.132
4.183
4.752

City
Share ofi
Debt

366,247,851
407,830,000

8,398,483
210,554,842

993,071,176

8,712,763
74,620,779
31,768,909
29,215,200
13,769,499
20,858,150

5,059,520

50,988
237,194,551
82,695,198
119,979
726,145,477
64,428,711
13,418,133
138,577

640
371,869
163,168

1,308,732,111

2,301,803,287
13,769,499

2,288,033,788




CITY OF OAKLAND

STATISTICS
SCHEDULE 16
LEGAL DEBT MARGIN INFORMATION
2001 . 2002 2003 2004 2005 2006 2007 2008 2009 2010

Cebt timit 1 $685,082,511 $745230,478 $798,115,131 $860,823,608 $903,392,821 $918,508,985 $985017,038 § 1,116,227,253 § 1,156,818,628 $ 1,129.612,382

Total net debt applicable . :
to limit 137,080,000 133,295,000 167,350,000 232,045,000 227,010,000 358,124,189 345,214,363 331,528,315 317,188,697 366,247,851

Legal debt margin $548,002,511 $611,935478 $630,765,131 $628,778,608 $676,382.821 $560,384,796 $639.802,675 $ 784698938 $ 839629931 § 763,364,531

Total net debt applicable
to the imit as a percen-

tage of debt limit (%) 20.01% 17.89% 20.97% 26.96% 25.13% 38.99% 35.05% 29.70% 27.42% 32.42%

Source: County of Alameda and City of Oakland Annual Debt Service Roll Forward {General Obligation Debt Total as of June 30, 2010}
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SCHEDULE 17

PLEDGED-REVENUE COVERAGE,

. PORT OF OAKLAND AND -~
REDEVELOPMENT AGENCY OF THE CITY OF OAKLAND
{thousands of dollars)
Net Revenue
Available for
Fiscal Year Debt Service Principal Interest Total Coverage
PORT OF OAKLAND
2001 98,605 - 18,920 18,757 37,677 261.71%
2002 85,485 | 13,810 39,380 53,190 - 160.72%
2003 94,610 10,638 46,323 56,961 166.10%
2004 110,797 9,241 50,124 59,365 186.64%
2005 126,636 8,155 - 53,633 61,788 204.95%
2006 : 136,566 - 14,968 - 56,806 71,.774 190.27%
2007 138,458 _ 19,892 62,756 82,648 167.53%
2008 144,931 19,800 70,474 90,274 160.55%
2009 130,173 19,724 75,578 95,302 | 136.59%
2010 147,860 35,593 - 78,018 113,611 130.15%
REDEVELOPMENT AGENCY OF THE CITY OF OAKLAND -
2009 | : 131,5.36 A 505,595 343,747 849,342 15.49%
2010 113,299 488,900 316,344 805,244 | 14.07%

‘Source: Port of Oakland and Redevelopment Agency of the City of Oakiand
Note: FY2000 to FY2008 pledged-revenue coverage data for Redevelopment Agency is not available.
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) SCHEDULE 18
DEMOGRAPHIC AND ECONOMIC STATISTICS

Personal
Income Per.Capita .

Calendar (thousands of Personal Median = School Unemployment
Year Population . _dolfars) jncome Age Enroliment Rate (%)
2001 407,000 13,730,552 33,736 1333 55,525 2.9
2002 408,800 16,192,977 39,611 333 53,108 6.7
2003 412,200 17,979,340 43618 333 92,629 6.8
2004 411,600 18,163,496 44,129 333 49,334 ' 6.1
2005 412,300 9,044,213 21,936 333 49,334 5.3
2006 411,755 11,697,548 28409 . 333 41,467 7.1
2007 415,492 9,114,233 21,936 333 35,802 7.4
2008 420,183 10,554,157 25,118 361 39,705 9.6
2009 425,068 11,182,689 26,308 36.7 38,826 171
2010 430,666 11,690,429 27,145 371 38,450 17.2

Note: in FY 2000 - 2004 median family income was used as per capital personal income

Source: Population - State of California Department of Finance, Per Capita Income and Median Age - DemographicsNow.com,
School Enroliment - Oakland Unified School District, Unemployment Rate - State of California Employment Development Department
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SCHEDULE 19

PRINCIPAL EMPLOYERS

2010 . 2006
Number - Percent of Number Percent of

Emoloyer of Employees  Rank  Total Employment of Employees  Rank  Total Employment
County of Alameda 10,374 1 6.06% 9,740 1 5.69%
Wells Fargo & Co ' 5,862 2 © o 3.42% NIA
Oakland Unified Schoo! District 5,704 3 3.33% 8,000 2 4.67%
City of Oakland 4,478 4 2.61% 4,290 5 2.50%
Cost Plus Inc 4,125 5 241% - N/A )

. Kaiser Foundation Hospilals 3,105 6 1.81% 4,340 4 2.53%
Peralta Community College Dist 2,759 7 1.61% NIA
Safeway Inc 2,692 8 1.57% N/A
intemal Revenue Service ‘ 2,500 9 1.46% NIA
Albertson's LLC 2,209 10 1.29% N/A
Kaiser Permanente Medical Group N/A 5,450 3 3.18%
Bay Area Rapki Transit N/A 2,800 6 1.63%
Federal Express N/A 2,750 7 1.63%
Alta-Bates Medical Cenler N/A 2,620 8 1.53%
Kaiser Foundation Health Plan NIA 2,580 9 1.51%
Summit Medicar Center N/A - 2,230 10 1.30%

Total 43,808 . | 44,850

Note: Data pertaining to principal employers for the past 10 years is not readily available. As such, we used 2006 data as our base year
which is the eadiest information available.

Source: Fiscal Year 2006 - Economic Developmeni Alliance for Business, Alameda County Largest Employers.

Fiscal Year 2010 - Economic Development Alliance for Business, Alameda County Largest Employers,
Total employmenl of 171,319 (2009 estimate) from Demographk:sNow.com is used 10 caiculate the percentage of employment
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Function/Program
Aging, Health & Human Services
Communilty & Economic .
Development Agency
Fire
Firefighters and officers
Civilians
General Govemment
Management services
Finance
Retirement Services
_ Personnel Resource Mgmit
Contracts and Purchasing
Information Technology Division
Library
Marketing - CAM
Museum
Parks and Recreation

Police

STATISTICS
SCHEDULE 20
FULL-TIME-EQUIVALENT CITY GOVERNMENT
EMPLOYEES BY FUNCTION/PROGRAM

2001 2002 2003 .2004 2005 2006 2007 2008 2009 2010

N/A N/A N/A 224 219 210 213 208 204 217

N/A NA N/A 285 266 258 262 419 380 364

492 492 506 481 464 445 456 462 448 434

66 74 81 78 72 77 81 82 77 78

N/A N/A N/A 214 207 199 222 211 204 184

/A N/A NI/A 184 175 201 210 209 196 176

" NA N/A N/A 8 6 7 7 5 5 5

NIA NIA N/A 36 35 38 a1 53 47 35

N/A N/A N/A N/A NA N/A N/A 22 22 22

N/A N/A N/A 73 72 76 76 92 88 67

N/A N/A N/A 181 172 173 160 150 140 133

N/A N/A N/A 22 22 22 22 21 20 12

N/A N/A N/A 67 61 56 58 55 51 42

N/A N/A N/A 216 81 88 81 76 92 82

Ofiicers 747 839 763 759 714 701 725 746 791 763
Civilians 494 443 443 385 K¥/i] 354 335 432 303 305
Public Works N/A N/A N/A 609 698 709 727 561 546 482
Total 4,218 4,556 3,858 3,822 3.634 3,614 3,676 3,804 3614 3.4

Note: FTE's not broken down by function/program prior to FY04.

Source; City of Oakland Personnel Resource Mgmi.

:
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Eunction/Proalam

General Governinent
Buliding permits issued
Building inspections conducted
Authorized new dwefling units A
Commercial value (in thousands}
Residential value {in thousands}
Police
Dispatched calls
Field Comacts
Physical arrests
Parkinp violations
Traffic violations
Fire
Emergency responses
Fires extinguished
Inspections
Port of Oakland
impors {in 1onnage}
Exports {in tonnage}

Total tonnage

COntaihers
Other public works
Street resurfacing {miles}
Potholes repaired
Parks and recreation
Athtetic field permits issued
Community center admissions
Library
Volumes in collectkon
Tolal volumes borrowed
Water
New connections

Water main breaks

Average daify consumption {galtons/family}

Peak daily consumption {thousands of

pallons}

Wastewaler

Average daily sewage treatment {thousands

of galions}

2004 2005 2006 2007 2008 2009 2010
F

16,424 15,942 15,674 16,488 14,957 13,055 12,951
" N NIA 78,306 89,388 95,064 77.845 71,931
857 1,350 1,377 2,035 704 395 555
156,669 173,292 173,908 171,157 213,696 117,876 95,851
268,600 356,256 546,214 611,036 258,617 196,362 168,872
NIA N/A 317,323 299,283 289,032 315,522 265,277
. N/A NIA 8,270 7.221 9,641 8,393 20,220
N/A NiA 10,958 . 14,908 16,866 18,183 15,056
548,922 539,115 512,376 470,008 459,459 495,555 450,656
N/A NIA 36,233 39,008 44,897 51,019 33,484
41,999 34,806 58,736 61470 49,784 51,255 49887
N/A NIA 3,085 2021 3,800 2,601 1,143
1,070 2,310 2,515 2,631 3.062 3,258 2,087
10,759,090 12,434,675 15223082 16,081,289 16203404 14664473 13,014,470
14,170,929 - 14,510,634 14,837.250 14710407 16,191,383 16,258.547  17.357,582
24930019 26,945,309 . 30,060,332 30,791,696 32,394787  30,923020 30,372,052
N/A 1,160,270 1292277 1,369,123 1,363,367 1,273,805 1,161,082
NIA NIA -2.44 14.58 1383 18,63 18.50
NIA N/A 5,020 12,574 11,758 8515 10,062
NIA N/A 465 543' 330 340 346
N/A N/A 909,303 1436682 1423577 1,342,657 1,454,124
1,292,980 1,357,589 1,300,023 1,956,249  1,242.415 1,316,849 1,452,930
1779358 2,062,801 2316772 2270755 2328712 2436806 2,469,588
NIA N/A 890 kY.L 474 297 192
N/A NiA 269 - 261 251 410 242
213 203 203 203 NiA ‘NIA NIA
385,000 385,000 385,000 385,000 NA N/A N/A
72000 - 76,000 77.000 75,500 75,000 66,000 68.000

Source: City of Qakland, Port of Oakland, and East Bay Municlpal Utitity District
Note: Porl of Oakland data based on prior calendar year; fiscal year data unavailable,
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Function/Proaram

Aviation facilties
Airports operaled
Paved airpor runways
Total length of mnways {in feet)
Area of airport {in acres)

Police
Stations
Patmol| unlts
Fira stations

Harbor facilities \
Miles at waterfront
Berthing length at wharves (in jeet)
Harber area (in acres)
Hospilals
Library branches
Museums
Other pubbc works
Streets (in lane miles)
Sueetights
Teaffic signals
Parks and recreation
Acroage
Swimming pools
Tennis cours
Ptaygrounds
Baseball’softball diamonds
Soccerfiootball fields
Community centers
Water
Waler mains (miles)
Fire hydrants
Siorage capacity {thousands of galions)
Waslewaler '
Sankary sewers (miles)

Treaiment capacity {million gallons per day)

STATISTICS
CAPITAL ASSET STATISTICS
BY FUNCTION/PROGRAM
2001 2002 2003 2004 2005
NIA NiA N/A NiA 1
" NIA NIA N/A NiA 4
NA NA NA NA 24,520
NA  NA WA NA 2500
NA  NA NA N NIA
NA  NA  NA NA A
NA NIA WA NA 25
NA  NA NA NA WA
NA  NA  NA NA NIA
NA ONA NA NA A
NA  NA  NA  NA NiA
NA  NA  NIA - NA 16
NA  NA NA NA 2
NA NA NA NA WA
NA  NA  NA  NA A
NA  NA  NA  NA NIA
NA NA NA NI 2,500
NA  NA  NA  NA 7
NA  NA  NA NA 42
NA  NA  NIA NIA 13
NA  NA  NA NA 64
NA  NA NA  NA 13
NiA NIA NA NIA 29
©NA ONA NA NIA NI
NA  NA NIA NA NiA
NIA NIA NIA NIA NiA
NA  NA NA NA NIA
NA  NA  NA NA NI

Source: Cily of Oakland, Port of Oakland, and East Bay Municipa! Lijitity Districi
Note: Harbor Facilities data based on prior calendar year, fiscal year data unavailable.
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2,294
36,219
671

2,500
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N/A
6,700
N/A

29
120

N/A
6,705
NiA
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SCHEDULE 22
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GENERAL INFORMATION ' -

The City of Oakland is located on the eastem side of the Oakland/San Francisco Bay in the County of
Alameda. Its western border offers 19 miles of coastline, while the rolling hills to the east present
views of the Bay and the Pacific Ocean. In between are traditional, well-kept neighborhoods, a
progressive downtown and superior cultural and recreational amenities. It is the administrative site for
the County of Alameda, the regional seat for the federal govemment, the district location of primary
state offices, and the trransportation bub and center of commerce for the Bay Area.

With an estimated population of over 430,666, ranking the eighth largest city in the State of Califomia,
Oakland is a cily of contrasts. 1| has a thriving industrial port located near restored historic buildings.
Major corporate headquarters are in close proximity to traditional businesses and small shops. Historic
structures continue to be preserved and revitalized while new buildings are built.

Oakland has grown rapidly since World War 11. It has striven to balance this growth by preserving its
abundant natural beauty and resources. The City has 106 parks within its borders and several
recreational areas along its perimeter. The downtown area includes Lake Merritt, the largest saltwater
lake within a U.S. city. Its shoreline is a favorite retreat for joggers, office workers and picnickers. At
dusk, the area sparkles as the lake is lit with the “Necklace of Lights.” Lake Merntt is the oldest
officially declared wildlife sanctuary in the United States, dating back to 1870.

ALL-AMERICAN CITY

According to U.S. Census figures, Oakland is the most culturally and ethnically diverse city in
America. This diversity is reflected in a dynamic, multicultural arts, culture and dining scene. Less
obvious to people passing through Oakland is the extraordinary number of individuals and groups of
all ethni¢ backgrounds who work quietly, often voluntarily, usually with little public notice, to
improve living conditions for everyone. There are about 150 neighborhood, community, and merchant

organizations in Oakland, an unusually large number for any city.

In recognition of these activities, the City and its residents were awarded the National Civic League’s
prestigious All-Amenican City designation. Ten cities out of 151 applicants were selected. Each had to
demonstrate broad-based citizen involvement reflecting the community’s demographics, the shared
decision-making among its public and private sectors, the creative mobilization of community
resources, and the willingness to confront critical local issues and results that have a lasting impact.

‘GOVERNMENT

In November 1998, the citizens of Qakland passed Measure X to change the form of govemment from
Council/Manager to Mayor/Council through a charter amendment. The legislative authority is vested
in the City Council. The executive authority is vested in the Mayor with administrative authority
resting with the City Manager under the direction of the Mayor. The City Auditor and the City
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Attomey are both elected officials and serve four-year temus.

The Mayor and City Council is the goveming body of:the City and is comprised ofieight elected

officials. One Council member is elected “at large”, while the other seven Council members represent
specific districts. The Mayor and City Council are elected to serve four-year terms. The City Manager,
appointed by the Mayor, is responsible for day-to-day administrative and fiscal operations ofithe City.

On March 2, 2004, the citizens of Oakland passed Measure P: (1) to repeal the sunset provision of:
Measure X passed in November 1998 to retain the Mayor/Council form of govemment; (2) to change
the term limit for Mayor from two terms lo two consecutive terms; (3) to reduce the number ofivotes
needed for the City Counclil to pass an ordinance on reconsideration from six to five votes; (4) to
eliminate the prohibition on paying the Mayor more than the City Manager; (5) to remove the rule
that the Mayor vacates his or her office by missing ten consecutive City Council meetings; (6) to
require the Mayor to advise the City Council before removing the City Manager; and (7) to change

the title ofithe City Manager to “City Administrator”.

The City provides a full range of:services contemplated by statute or charter, including those functions
delegated to cities under state law. These services include public safety (police and fire), sanitation
and environmental health enforcement, recreational and cultural activities, public improvements,
planning, zoning, and general administrative services. Oakland is also the seat of: Alameda County,

which 1s one of:California’s largest counties.

COMMERCIAL SECTORS

Oakland has made significant gains in diversifying its economic base. While manufacturing jobs have
decreased, the economy now offers a healthy mix of trade, transshipment, govemment, high tech,
financial, real estate, medical. publishing, and service-oriented occupations. It also has growing
skilled-crafts and re-emerging food production sectors. Because it is considered the transportation hub
of Northem Califomia, the growth in its port and intemational airport activities have been
unprecedented in the last five years driven by agricultural and high tech products shipped to and from

the far east economies.

Oakland is abundant in resources that are available to its businesses and residents. State-of-the-art
transportation, communications, and utility facilities keep the City running smoothly. Waterfront
restaurants, shops, live performance venues,.and a nine-screen movie theater makes Jack London
Square a lively nighttime attraction. In addition, new office and retail buildings, public facilities,
hotels, a convention center, park enhancements, seven farmer’s markets, outdoor cinema, 32 art

- galleries and scores of public art installations and the annual Art & Soul festival have created a
cosmopolitan environment in the downtown. The City’s 40 increasingly robust neighborhood retail
areas are expanding and being revitalized. Abandoned warehouses, foundries and long silent cigar,
macaroni, and tent factories are being converted into live/work studios for crafts people.

City departments and processes are being streamlined, restmctured, and customer focused to better
serve the needs of the businesses and the community. A variety ofiincentives are available to -
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companies located in its Enterprise, Foreign Trade, and Recycling Market Development Zones. The
East Bay Entrepreneur Center, located in downtown Qakland, links businesses with the many services
available to them throughout the area and serves as an ombudsman for companies dealing with the
City. Neighborhood Commercial Revitalization Specialists work with merchants in each commercial
district to promote the district, obtain loans, expedite permits, and arrange for City services.

Oakland is a city of rich history, impressive growth, and a promising future. Located within the
nation’s largest metropolitan area, Califomia’s eighth largest city is strategically positioned as the
economic heart of the East Bay. Oakland is ready for the twenty-first century with a diverse business
base and opportunities for expansion in business services, retail, and the cutting-edge advanced
technology industries. Downtown Qakland offers competitively priced office space, a fiber optic
infrastmcture, and the amenities for both traditional and emerging enterprises.

As the economic, transportation, and civic hub of the East Bay, Oakland offers tremendous
opportunity for retailers. The City’s approximately 430,666 residents per capita income in 2009
averaged $27,145. Portions of Qakland are among the wealthiest consumer markets in California,
more than half of the City’s households report househeld income in excess of $75,000. Estimated
annual taxable sales were $3.2 billion in 2010. Compared to ‘other East Bay cities, Oakland sees a
significant number of auto-related purchases, with opportunities available in consumer goods, building

materials, and office products.

The City of Oakland has transformed itself into one of the most desirable communities to live and to
do business in the country. Testimony to this transformation is well publicized in various media and

coirmients by public officials. For example, the City 1s:

e “...4"™ Best commercial real estate market in the country.” (Moody’s Investors 2003);
s “..6"Best City to live in the J.S.” (Money, Dec. 2002);
e “...7" Most Creative City in America.” (Camnegie Mellon);
“_..8" Best Place for Business in the U.S.” (Forbes 2002 Annual Survey),
“...uniquely positioned as an excellent point for mtematlonal business.” (Mlckey Kanter
‘ forrner U.S. Secretary of Commerce); '
*“...ranked 8th in the nation in the percentage of women-owned businesses.” (Center for
Women's Business Research, September 2004, based on U.S. Census Bureau data), '
“_..projected to have the highest average household income growth rate (3.67%) in the U.S. for

L J
the period 2004-2009.” (NPA Data Services, 2005);
e “ _.ranked 4™ best potential retail market in the nation.” (Marcus & Millichap, 2007),
_.ranked 2™ in technology intensity and 4™ highest percentage of U.S. households with
computer users.” (MetaFacts, April 2003},
. ..ranked the top commercial real estate market in the nation, pl‘OjCCth lo have the largest

increase in rents of all U.S. cities through 2007.” (Cushman & Wakefield, 2006);
“...among the top ten in 2008 US Cities Sustainability Ranking.” (Sustainlane.com 2008);

“_..ranked 5™ greenest economic cities.” (Communitywalk.com 2008); and
“__ranked 2"in top 10 large cities recycling program.” (Natural Resources Defense Council }
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These pronouncements are testimony to the City’s vibrancy, its business-friendly public policies, its
well educated (ranked 8" as most educated in the nation) and skilled labor force, its incentive-driven
environment within which to do.business, and a City.administration under Mayor Ronald Dellum’s
leadership that enthusiastically supports and embraces sustainable economic development.

DEMOGRAPHICS

Qakland is a Mecca of culture, a community of people from all over the world working together to
build a progressive City. At the same time, it has maintained a rich heritage of ethnic back grounds and

traditions.

The well-maintained four freeways (1-880, 1-580, Hwy 13, and Hwy 24), mass transh systems, and
ferry service make getting to and from downtown QOakland a relatively quick and easy process—travel
times to San Francisco, San Jose and other area cities are surprisingly short.

In his State of the City Report February 2010, Mayor Ronald V, Dellums highlights the City’s multi-
faceted achievements:

Public Safety

Implemerted the PIES strategy (preventive, intervention, enforcement and sustainability) that

resolves both immediate problems and root causes of violence. |

Homicides down approximately 20 percent and overall crime down more than 10 percent.

¢ Appointed a new police chief who is committed to fighting cnime with a multi-pronged
approach, including community policing.

‘e Created 76 new Neighborhood Watch Groups, expanded violence prevention programs such as

the OK “Our Kids” mentoring program and deployed street outreach workers.

American Recovery and Reinvestment Act

Received approximately $237 million to date through federal advocacy efforts. These grants
will create or retain thousands of jobs; provide community benefits such as homelessness
prevention and housing services, early and head start, senior support Senlces and job trammg
programs; and fund infrastructure enhancements.

Housihg

Used millions of dollars of grants.to provide affordable housing opportunities and assistance to

first-time homebuyers.
Worked to combat homelessness by joining with partners throughout Alameda County to use

Recovery Act dollars for county-wide coordination of homeless prevention and rapid re-

housing,
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Health

e Expanded school-based health clinics.
Expanded Get Screened Oakland, the citywide HIV screening program, to 13 testing centers,

L J
Civic Engagement

Developed the City’s new Website, which will be fully launched in 2010, makmg City services
and programs more accessible than ever before..

Economic & Workforce Development

Set the stage for thousands of new jobs through key partnerships such as the Global Oakland
project at the former Oakland Army Base and the $700 million agreement with Ports America
to upgrade marine terminal facilities.

Received a $600,000 Congressional allocation for the East Bay Green Jobs Cornidor.
Implemented strategies — such as business tax incentives and hiring tax credits — for attracting
and retaining companies that provide jobs for local residents.

Received American Recovery and Reinvestment Act funding to support tralmng programs for

low-income residents.
Fueled economic development and created/retained hundreds of jobs by leveraging $40 million

in private investment in the arts including film, special events and cultural activities. -

Education & Culture

Launched a multi-pronged campaign to cut the dropout rate in half by 2018.
Initiated Teach Tomorrow in Oakland to provide permanent, diverse, local, effective teachers.
Expanded after school, summer emrichment, college prep and career prep programs.

Received $5.7 million in Early Head Start funds.
Ensured free access to computers and the Intemet at every Recreation Center in Oakland.

Neared completion of the $62 million renovation and transformation of the Oakland Museum

ofCallfomla
Environment, Energy & Sustainability

Named one of America’s top 10 greenest' cities in 2009.

Exceeded the state’s 50 percent waste reduction mandate by 10 percentage points.

Partnered on five successful State Energy Program stimulus grants totaling more than $40
million that will improve the environment, create jobs and support and grow green technology

businesses.
Secured $3.9 million in federal economic stimulus funds for local energy efficiency projects

that will save energy and money in the community.
Partnered with PG&E, which has committed $3 million over the next three years, to reduce
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greenhouse gases, conserve energy and train Qakland residents for careers with “green
businesses and help start environmentally sensitive businesses.

Public-Private Partnerships

Enhanced the City’s vitality through the Califomia Urban Communities Collaborative (CUCC)

L ]
with the State of Califomia, Governor’s Office and Business, Transportation and Housing

Agency. .
Califomia Highway Patrol provided nearly 16,000 officer hours and 3,700 sergeant hours in

- support of local law enforcement.

HISTORY

Qakland’s first inhabitants, the Ohlone Indians, arrived about 1200 B.C. and lived in small tribal
groups on the edge of the hlls surrounding the Bay. The Ohlone Indians were a stocky hunting and
gathering group who lived in such harmony with nature that they left no permanent mark on the
landscape. They maintained such a peaceful attitude with each olher that they had no word for war

Spanish explorers first entered the area that is now Oakland by land in 1772. They reported the natural
geography as possibly the most perfect on earth. Near the shore were magmficent oaks; on the hills
stood acres of giant redwoods. In the spring, wildflowers filled the valley with golden poppies and -
purple iris. Deer, rabbits, bears and wildcats roamed the woods. Creeks tumbled into a Bay filled with
salmons, crabs, sturgeons, smelts, lobsters, clams, and mussels. The marsh that would become Lake

Merritt was alive with wildfowls.

Spain established a Presidio and a Mission on the west side of the Bay in 1776, and Mission San Jose
(south of Oakland) is now Fremont. Mission San Jose had jurisdiction over Oakland, the area the
Spamiards called Encinal, “grove of evergreen oaks.” European diseases and settler hostility obliterated

the Ohlones and most of their culmre within a few years. -

Development as a commercial and transportation center began with the Califomia Gold Rush of 1849,
when Oakland became the mainland staging point for passengers and cargo traveling between the Bay

. and the Sierra foothills.

Oakland was incorporated as a city in 1852, and construction of shipping wharfs began immediately.
Ferry service between Qaidand and San Francisco had existed for years, but by building large wharfs
and dredging a shipping channel, Oakland became an independent destination. Oakland grew steadily
through the 19th century. After the devastating earthquake in 1906, many people and businesses chose
to relocate from San Francisco to Qakland. OQakland’s population more than doubled between 1900

and 1910.

Oakland benefited from the general prosperity of the area through the 1920s. Califomia farms
expanded their markets, contributing to canning, processing and shipping companies based in Oakland.
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Auto makers and steel companies led the industrial expansion throughout the East Bay. Construction
businesses had plenty of work as homes went up south and east of the inner city and new high-rise

office buildings were built in downtown Qakland.

World War 1 brought tremendous changes to Qakland. Huge numbers of workers moved to the Bay
Area to work in local shipyards and many of these people, as well as large numbers of military
personnel who mustered out at Treasure Island and the Oakland Army Base, chose lo remain in the
Bay Area. The population grew by almost one third between 1940 and 1950.

Oakland has a rich literary and cultural heritage. Such historical notables as writers Bret Hane, Jack
London, Joaquin Miller, Ina Donna Coolbrith, Jessica Mitford, Narman Jayo, Ishmael Reed, and
Gertrude Stein; architect Julia Morgan; and dancer Isadora Duncan are just a few who have left their
cultural mark on the City. It is also the birthplace of the West Coast Blues.

TRANSPORTATION

I.ocated in the geographical center of the Bay Area, Oakland has been recognized as an important
transportation hub for more than 100 years. The combination of train, bus, ferry, marine, aviation,
freeways (1-880, 1-580, Hwy 13, and Hwy 24), and the Bay Area Rapid Transit (BART) system
guarantees ease of travel for local residents and efficient channels of commerce for businesses relying
on the City’s easy access. Qakland’s Port is a primary sea terminal for transporting cargo between the
Western United States and the Pacific Rim, Latin America, and Europe. -Air cargo service 1s minutes .

away at the OQakland Intemational Airport.

The Port of Qakland

The Port of Oakland is located on the east (or mainland) side of San Francisco Bay, one of the most
beautiful natural harbors in the world. The Port is the third largest container port on the Pacific Coast,
fourth largest in the United States and among the top 30 in the world. It is served by two railroad
companies: the Burlington Northem Santa Fe (BNSF) and the Union Pacific. '

The Port handles over 98 percent of Northem California’s container traffic, which includes service by
over 30 container lines. It has technically advanced facilities available not only for containers but for
break-bulk, heavy-lift, and other specialized cargo. The Port has approximately 1,000 acres of
developed terminal facilities and container storage and handling areas with 35 ship-to-shore container
cranes in operation at these facilities. ‘All Vision 2000 terminal facilities are open and operating. They
consist of the 120 acre Hanjin container terminal, the 150 acre Stevedoring Services of Amierica
container terminal and the 85 acre intermodal rail terminal operated by the BNSF. The recently
renovated and expanded Union Pacific Railroad intermodal facility is located adjacent to the BNSF
facility. As part of the Port’s Vision 2000 expansion, a new harbor roadway has been constmcted
along with other harbor area roadway improvements. In addition, the Middle Harbor Shoreline Park

and Wildlife Habitat have been completed in 2003.
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Oakland International Airport

Oakland International is San Francisco Bay Area’s most convenient airport and was ranked #1 for on-
time arrivals in North America as measured by FlightStals.com in 2009. Strategically located at the
center of the region, Oakland Intemational handled 9.5 million passengers in 2009 and almost 500,000
metric tons of air cargo in 2009. It is the 31 largest airport in the United States by passenger traffic,
and the second largest airport in the Bay Area. The airport is comprised of two airfields: South Field
(the main commercial airfield) and North Field (primarily used by general and corporate aviation and
some cargo companies). Between the two airfields, the airport offers more than 150 commercial
passenger non-stop flights daily to 26 domestic and international destinations and 51 all-cargo flights
as of February 2009. The passenger terminal complex consists of two terminals with 29 gates,
including an intemational arrivals building for OQakland’s growing international service to such

" destinations as Guadalajara, Morelia, Leon, Mexico, Paris, and Papeete, Tahiti and the Azores Islands.
Service between Oakland and Hawaii was inaugurated in February 2000 and direct flights to New

- York, JFK and Newark, New Jersey were started. There are approximately 8 000 Port and tenant

employees working at the Airport.
Air Cargo at Oakland International Airport

Oakland Intemational handles nearly 500,000 metric tons of cargo in 2009, it is among the top 30
airports in the world in the amount of cargo handled. Five all-cargo carriers currently serve Qakland
Intemational. Additionally, air cargo is on the domestic and intemational passenger carriers that serve
the airport. About one in every four employees works in a job related to cargo. FedEx, which currently
doubled its operations in Qakland by opening a new 13-acre, 191,000 square foot complex, operates a
regional sorting and intemational import cledrance facility at Qakland, where nearly 2,100 people are
employed. UPS employs 293 people in its airport sort facility and operates a regional d]SlI’lbUIlOD

center at the nearby Qakland Airport Business Park.

Mass Transit

Local bus service is provided by AC Transit, the public bussystem serving 13 cities (and adjacent
unincorporated communities) in 364 square miles along the east shore of San Francisco Bay. Serving
approximately 230,000 daily riders, AC Transit operates a network of 105 transbay and local East Bay
bus routes, 98% of which make transfer connections with the Bay Area Rapid Transit (BART) system.
AC Transit buses also serve the new Amtrak Station and ferry terminal at Jack London Square, the
Oakland Intemational Airport, and many other Bay Area attractions including downtown San

Francisco.
BART is a 104-mile, automated rapid transit system serving over 3 million people in the three BART
counties of Alameda, Contra Costa, and San Francisco counties, as well as northem San Mateo

County. Trains traveling up to 80 mph connect 17 Bay Area cities and 43 stations. Travel time
between downtown QOakland and downtown San Francisco averages only 11 minutes on BART.

Other modes of transportation include the Alameda/Oakland Ferry Service that also links Oakland
with San Francisco. Nine major U.S. and Califomia highways pass through Oakland. Daily service to
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rail destinations throughout the U.S. is offered at the Oakland Amtrak Station. Greyhound Bus Lines
likewise offers daily bus service to cities throughout the United States.

Car-sharing is offered by City CarShare, Flexcar and Zipcar. There are over 90 miles of bike lanes,
routes and paths for the public. Oakland was one of the first cities to pilot the “sharrow” lane — shared-
lane pavement markings to indicate road lanes shared by cyclists and motorists.

EDUCATION

The Oakland Unified School District is govemed by the Board of Education consisting of seven
elected members and three mayoral appointees. The day-to- day operations are managed by the

Superintendent of Schools.

The District operates 65 elementary, 20 middle, and 24 high‘sch'c_)ols. They also operate 36 child
development centers and 6 adult education schools. The pupil to'teacher ratio is 20:1 for K-3, 31:1 for
grades 4-5, and 32:1 for 6-12 graders. Current implementation of 20:1 ratio for 9th graders is ongoing.

There are two community colleges and six four-year insfitutions inside the city limits, with the world-

- renowned U.C. Berkeley campus located nearby. in addition, a variety of evening extension courses is -
- offered in Oakland by mine other Bay Area colleges, including U.C. Berkeley. A wide array of non-

profit, county and City-sponsored skills enhancement training programs are provided to Qakland

residents, and career development is successfully encouraged at area high school academies.

HEALTH CARE

Oakland’s medical facilities are among the best in the nation. The medical community provides the
late st and most sophisticated medical technology for the diagnosis and treatment of disease. Over
1,500 physicians, 250 dentists, and four major hospitals are located within the Clty Overall, the health

care industry in Qakland employs approx1mately 14,000 people.

PUBLIC SAFETY

The Oakland Police Department is striving to use successful and innovative techniques to reduce crime

in the City. The Department continues to strengthen its commitment by developing and implementing
a “Total Community Policing” model in Qakland. The Mission of the Oakland Police Department is to

provide the people of Oakland an enviroument where they can live, work, play and thnve free from

crime and the fear of crime.

PARKS AND RECREATION

Sports, performing arts, boating, camping, gardens, and many other leisure activities are available at
more than 140 parks, playgrounds, community centers, and other recreational facilities operated by the
City. There are two public golf courses and a third driving range. Five public pools offer seasonal lap
and recreational swimming, instruction and showers. The Parks and Recreation Department operates
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more than 40 tennis courts. Oakland’s Feather River Camp, a family camp located in the Plumas
National Forest, is operated by the nonprofit group Camps in Common and offers both tent and-cabin
sites for overnight camping. Families and groups enjoy the mstic amenities, swimming, a variety of
activities, and theme weeks offered at the camp throughout the summer months. Instmction in sailing,
wind surfing and kayaking are available at Lake Merritt. Boats are available for rent, including
paddleboats, kayaks, rowboats, canoes, and sailboats. The City provides public boat launches at its
seven-acre, waterfront park on the estuary and at Lake Merritt. The Port of Oakland owns and operates

.three marinas with berths.

There are over 79,000 acres of wilderness and parklands in the nearby East Bay Regional Park District,
including 53 parks and 20 regional trails in Alameda and Contra Costa counties.

CULTURAL ARTS

Oakland is home to one of the most vibrant visual, performing and cultural arts communities in the
West Coast. It is experiencing a dynamic cultural renaissance and economic revitalization throughout
downtown, the waterfront, and neighborhoods. There are more than 5,000 professional artists living
and working in Oakland; 25 dance companies; 36 music groups and organizations; 12 theater
companies; 40 visual arts galleries and 15 historic and museum sites.

The Mayor and City Council have established a priority to “Celebrate Arts and Culture to express the
creativity and diversity of Oakland.” The Cultural Arts & Marketing Division, Community and
Economic Development Agency, is the City’s local arts agency which provides services to the arts
community and sponsors culturally enriching programs, exhibitions, and events to celebrate Oakland’s
creative and cultural diversity. Through its three program areas, the Cultural Funding Program, Public
Art Program, and Special Projects, the Cultural Arts & Marketing Division seeks to broaden and
strengthen community participation in the development, support, and promotion of Oakland’s rich
artistic and cultural heritage at the local, regional, and national level.

Cultural Funding Program-—The City of Oakland, through a competitive application process,
awards over $1.1 million in contracts over the years to Oakland-based nonprofit organizations and
individual artists that collectively provide more than 5,000 arts and cultural activities to Oakland

residents and visitors,

Public Art Program—The City of Oakland Public Art Program serves Oakland residents and visitors
of all ages by conmissioning permanent and temporary works of art to help create a positive vision
and identity for the City and its neighborhoods. The Public Art Program supports downtown and
neighborhood revitalization by engaging a diverse range of artists in contributing to the quality of the
visual environment while communicating Oakland’s historical, social and cultural significance. Public
Art Program Staff administers a variety of programs, including site-specific public art connected to

‘City capital improvements,

Special Projects——The City collaborates with other community organizations, businesses, public
institutions, and City agencies to produce programs, events, festivals, and celebrations that promote
Oakland’s art and culture. Current projects include: Oakland Artisan Marketplace, Art & Soul Oakland
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Festival, and support for 20 major festivals citywide.

Galleries—Three new exhibition spaces downtown showcase high quality art by Oakland Bay Area
visual artists in a variety of expressive mediums. They include the Craft and Cultural Arts City of
Oakland/State of Califomia Gallery, established through a ‘partnership in the arts’ collaboration, the
Oakland Art Gallery, and the Galleries of Oakland space in City Hall. The Third Thursday Oakland
Art Night, through which art patrons can tour downtown galleries until 8pm on the third Thursdays, is

a newly created program.

Oakland Museum of California—It brings together collections of art, history and natural science
under one roof to tell the extraordinary stories of Califomia and its people. Oakland Museum of
Califomia connects collections and programs across disciplines, advancing an integrated, multilayered
understanding of this ever-evolving state. With more than 1.8 million objects, the Museum is a leading
cultural institution of the Bay Area and a resource for the research and understanding of Califomia’s

dynamic cultural and environmental heritage.

Paramount Theater—This 1931 movie place, authentically restored in 1973, is Oakland’s premiere
live performance facility. The Oakland East Bay Symphony, led by maestro Michael Morgan,
showcases a fine classical repertoire and works of Califomia composers. The intemationally
recognized Oakland Ballet is expanding its definition of Ballet under Artistic Director Graham Lustig.
Both the Symnphony and the Ballet perform at the Paramount Theater, which also hosts Broadway
shows, R&B concerts, gospel musicals, comedy performances and many special engagements. _

Malonga Casquelourd Center for the Arts —The beautifully restored tum-of-the-century Arts
Center, formerly known as the Alice Arts Center, is one of the area’s busiest performing arts facilities.
Patrons can participate in a variety of arts programs or rent spaces for arts events and activities. This
restored 1920s building is a popular multicultural, multidisciplinary performing arts complex
sponsored by the city. The 350-seat theater and five performance spaces showcase drama, ballet, and

African and contemporary dance.

The Oakland School for the Arts—It is a Califomia Distinguished School and has been recognized
by the national Arts Schools Network as an Exemplary School. Oakland School for the Arts (OSA) is
part of the revitalization of uptown Oakland. Located in the recently restored historic Fox Theater,
OSA anchors the uptown arts movement with its shows, productions and performances.

SPORTS

Oakland is a magnet for sports fans of all types. Whatever the season, Oakland pro and amateur games
frequently gamer large crowds and broad national media coverage. In the last three decades, Oakland’s
professional sports teams have won six world championships in three major sports.

= Golden State Warriors — The Warriors were one of the most exciting teams in basketball to
watch in the 2008-2009 season. Golden State ranked second in the league in scoring with 108.6
points per game, and seven different players had at least one game with 30-plus points.
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= Oakland Athletics — The Oakland Athletics have won six American League Championships
and four baseball World Series titles.

« Qakland Raiders — From dominance in three Super Bowl victories to improbable come-from-
behind victories, the Raiders have been involved in some ofiprofessional football’s most

incredible moments.

MEDIA

Oakland has its own daily and weekly regional newspapers, radio stations and a television station with
daily award-winning newscasts. Its neighborhoods distribute 50 newsletters. In addition to media and
cable companies located in Oakland, the City is served by other major Bay Area newspapers, seven
television stations (including the three major networks) and the Public Broadcasting System. Over 30

other Bay Area radio stations are easily received in Oakland.
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Honorable Mayor and Members of the City Council
City of Oakland, California

We have audited the financial statements of the governmental activities, the business-type activities, the
discretely presented component unit, each major fund, and the aggregate remaining fund information of
the City of Oakland (the City)} as of and for the year ended June 30, 2010, and have issued our report
thereon dated December 8, 2010. Although we performed the audit of the Port of Oakland (the Port), the
City’s discretely presented component unit, this report does not include the communications related to
that audit because separate communication is made to the Port’s Board of Port Cornmissioners.
Professional standards require that we provide you with information about our responsibilities under
generally accepted auditing standards, Government Auditing Standards, and OMB Circular A-133, as
well as certain information related to the planned scope and timing of our audit. We have communicated
such information in our letter to you dated January 27, 2010. Professional standards also require that we -
communicate to you the accompanying Required Communications related to our audit.

In planning and performing our audit, we considered the City’s internal control over financial reporting as
a basis for designing our auditing procedures for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the City’s internal
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
City’s internal control.

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

Our consideration of internal control was for the limited purpose described in the second paragraph and
was not designed to identify all deficiencies in internal control that might be deficiencies, significant
deficiencies or material weaknesses. We did not identify any deficiencies in internal control that we
consider to be material weaknesses, as defined above. However, we identified certain deficiencies in
internal control, described as Comments Nos. 2010-1, 2010-2 and 2010-3 in the accompanying schedule
of recommendations and responses that we consider to be significant deficiencies in internal control over
financial reporting. A significant deficiency is a deficiency, or a combination of deficiencies, in internal
control that is less severe than a material weakness, yet important enough to merit attention by those
charged with governance.

In addition, we provided a comment described as Comment No. 2010-4 in the accompanying schedule of
recornrnendations and responses related to upcoming accounting and financial reporting requirements for
the City’s consideration. !

3000 5 Street 2121 N. Califomia Bhvd. 505 1dth Street 515 5. Figueroa Street 2029 Century Park East 1201 Dove Street 225 Broadway
Suire 300 Suite 750 - Sth Floor Suite 325 Suite 500 Suite 30 Suite 1750
Sacramento Walnut Creck Ozkland Los Angeles Los Angeles Newport Beach San Diege
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The City’s written responses to the findings identified in our audit are described in the accompanying
Schedule of Recommendations and Responses. We did not audit the City’s responses and, accordingly,
we express no opinien on them. In addition, we have already discussed our comments and
recommendations with various City personnel, and we would be pleased to discuss them in further detail

at your convenience, to perform any additional study of these matters, or to assist you in implementing
the recommendations.

This communication is intended solely for the information and use of management, City Council, and
others within the entity, and is not intended to be and should not be used by anyone other than these
specified parties.
Very truly yours,
MACIAS GINI & O’CONNELL LLP

Macias Lo & C w LL®
Certified Public Accountants

QOakland, California

December 8, 2010
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REQUIRED COMMUNICATIONS

Professional standards require that we provide you with the following information related to our audit.

L

Slgnificant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The
significant accounting policies used by the City are described in Note 2 to the basic financial
statements. As described in Note 2 to the basic financial statements, the City adopted the
provisions of Governmental Accounting Standards Board (GASB) Statement No. 51, Accounting
and Financial Reporting for Intangible Assets, and GASB Statement No. 53, Accounting and
Financial Reporting for Derivative Instruments, effective July 1, 2009.

In addition, the City presents the Port of Oakland (Port) in a unique manner as compared to other
local governmental entities with port operations. All local government entities we sampled
reflect their ports as departments of the organization rather than as a discretely presented
component unit. Some of these ports have similar management structures with a Board of
Commissioners appointed by the sponsoring city’s mayor/city council to oversee the operations
of the port. Management's representation to us was that the Port operates with a separate legal
standing (i.e. using its own corporate powers) under the Charter, which would allow for this
presentation. In addition, the City Attorney’s Office has represented that the Port operates very
similar to a corporation with the Charter acting as its Articles of Incorporation and By-Laws.
Ultimately, the City’s presentation of the Port makes it less comparable to other cities that have
port operations, thus, being a unique presentation.

We noted no transactions entered into by the City during the year for which there is a lack of
authoritative guidance or consensus. All significant transactions have been recognized in the
financial statements in the proper period.

Accounting estimates are an integral part of the financial statements prepared by management and
are based on management’s knowledge and experience about past and curreni events and
assumptions about future events. Certain accounting estimates are particularly sensitive because
of their significance to the financial statements and because of the possibility that future events
affecting them may differ significantly from those expected. The most sensitive estimates
affecting the financial statements were:

v Fair value of investments. The City’s investments are generally carried at fair value,
which is defined as the amount that the City could reasonably expect to receive for an
investment in a current sale between a willing buyer and a willing seller and is generally
measured by quoted market prices. '

»  Estimated unbilled sewer service revenue. The estimates for unbilled sewer service
revenue are based on an evaluation of the EBMUD reports, cash flows, monthly billing
cycles and historical billings.

«  Estimated allowance for losses on accounts receivable. The allowance for losses on
accounts receivable was based on management’s estimate regarding the likelihood of
collectability.
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REQUIRED COMMUNICATIONS (Continued)

= Estimated allowance for losses on loans receivable. The allowance for losses on loans
receivable was based on the types of loan (e.g., forgivable, deferred, grant or amortizing)
and management’s estimate regarding the likelihood of collectability based on loan
provisions and collateral.

= Useful life estimates for capital assets. The estimated useful lives of capital assets were
based on management’s estimate of the economic life of the assets.

= Valuation of the net pension asset. The net pension asset is the amount that exceeded the
City’s actuarially determined annual required contribution, which is based upon certain
approved actuarial assumptions. This amount is then amortized over the amortization
period used by the actuary to recognize the excess contribution as pension costs over
time. :

«  Estimated claims liabilities. Reserves for estimated claims liabilities were based on
actuarial evaluations using historical loss, other data and attorney judgment about the
ultimate outcome of the claims.

= Annual required contributions to pension and other postemployment benefit plans. The
City is required to contribute to its pension plans at an actuatially determined rate and to
measure other postemployment benefit costs based upon certain approved actuarial
assumptions.

We evaluated the key factors and assumnptions used to develop these accounting estimates in
determining that they are reasonable in relation to the financial reporting units that collectively
comprise the City’s basic financial statements.

Difficulties Encountered in Performing the Audit
We encountered no significant difficulties in dealing with management in performing and
completing our audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified
during the audit, other than those that are trivial, and communicate them to the appropriate level
of management. The Uncomrected Financial Statement Misstatement below identifies the
uncorrected misstatement of the financial statements. Management has determined that the effect
is immaterial, both individually and in the aggregate, to each opinion unit’s fmancial statements
taken as a whole. '

Uncorrected Financial Statement Misstatement:

Opinion unit Account name Debit Credit
Governmental Activities Beginning unrestricted net assets $14,045,705
Governmental Activities Bad debt expense $14,045,705.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a
financial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction,
that could be significant to the financial statements or the auditor’s report. We are pleased to
report that no such disagreements arose during the course of our audit. '
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IL.

Management Representations
We have requested certain representations from management that are included in the management
representation letter dated December 8, 2010.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a
consultation involves application of an accounting principle to the City’s financial statements or a
determination ofi the type of auditor’s opinion that may be expressed on those statements, our
professional standards require the consulting accountant to check with us to determine that the
consultant has all the relevant facts. To our knowledge, there were no such consultations with
other accountants.

Other Audit Finding or Issues

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the City’s auditors.
However, these discussions occurred in the normal course of our professional relationship and our
responses were not a condition to our retention.

.

Other Information in Documents Containing Audited Financial Statements

Our responsibility for other information in documents containing the City’s financial statements
and our report thereon does not extend beyond financial information identified in our report, and
we have no obligation to perform any procedures to corroborate other information contained in
these documents, We have, however, read the other information included in the City’s
comprehensive annual financial report for the year ended June 30, 2010; and no matters came to
our attention that caused us to believe that such information, or its manner of presentation, is
materially inconsistent with the information, or its manner of presentation, appearing in the
fimancial statements.

During the year, the City included audited financial statements for the year ended June 30, 2009
in various debt offering documents (e.g., Official Statements). We do not have an obligation to
perform any procedures to corroborate other information contained in such debt offering
documents. We were not associated with and did not have any involvement with such
documents. Accordingly, we did not perform any procedures on these documents and provide no
assurance as to the other information contained in the debt offering documents.

[PF)
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SCHEDULE OF RECOMMENDATIONS AND RESPONSES

Comnient No. 2010-1 — Significant Ddficiency - Evaluation of Allowances on Notes and Loans
Receivable

During the year, the City had identified approximately $14 million in outstanding loans that should have
been written off: as bad debt during fiscal year 2006-07 and removed from its assets. The need for the
reduction in outstanding loans was not discovered on a timely basis, due to the complex restructuring
agreements for multiple loans and entities. This error was subsequently corrected in fiscal year 2009-10
during a performance audit of the Community and Economic Development Agency loan programs. In
addition, MGO detected smaller inaccuracies in the calculation of the allowance for bad debt on notes and
loans receivables during our audit procedures. The City could have detected the $14 million and other
smaller inaccuracies on a timely basis with stronger analysis of the collectability of outstanding notes and
loans on a periodic basis.

The City should improve the process and frequency of its evaluation of allowances on notes and loans
receivable in order to strengthen internal controls and ensure that notes and loans receivable are reported
in accordance with GAAP.

Management Response:

Management concurs with the recommendation and the reduction in the notes and loan receivable has no
financial impact to the City’s fund balance. Finance and Management Agency (FMA) in consultation
with other City Agencies and/or departments will review current policies and procedures to improve the
process and frequency of its evaluation of allowances on notes and loans receivable in order to strengthen
internal controls and ensure that notes and loans receivable are reported in accordance with GAAP. FMA
will implement the following:

1. Perform an aging analysis ofithe City’s notes and loan receivable portfolio on a periodic basis

2. Establish an allowance for doubtful accounts policy that includes preparing periodic estimates of
uncollectible loan balances for review and authorization by management.

3. Develop a comprehensive Administrative Instruction (AlI) for notes and loan receivables.

Comment No. 2010-2 — Significant Déficiency - Lack of IT Risk Assessments

Industry best practices suggest that agencies, departments and business units perform a risk assessment.
An IT risk assessment is a process to determine what information resources exists that require protection,
and to understand and document potential risks from IT security failures that may cause loss of
information confidentiality, integrity, or availability. The purpose of a risk assessment is to help
management create appropriate strategies and controls for stewardship of information assessments,

The City has not conducted an IT risk assessment and therefore has no mechanism to determine whether
current operations are designed to effectively mitigate risk within its environment. It currently does not
have a comprehensive risk assessment processes whereby operations are evaluated for risk. Without a
risk assessment process, the City cannot fully develop mitigation plans for the various risks that may exist
within its environment. Due to the current economic situation of the City, risk assessments are more
significant because they can assist in identifying where budgetary savings can be gained and the impact
that layoffs and other budgetary based decisions may have on the City. Because risk assessments are not
currently performed, the IT department has no way to determine the risk impact that recent layoffs have
had on its environment. This could pose a significant risk to the City in the event that internal control
procedures do not provide for the appropriate segregation of duties within the operations because staffing
levels are inadequate.
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SCHEDULE OF RECOMMENDATIONS AND RESPONSES (Continued)

The City should begin efforts to develop a risk assessment process within its IT department and consider
developing a City-wide risk assessment process. The risk assessment could either be 1) performed
internally by the City’s internal audit function in unison with the 1T department management and staff er
2) conducted by an external third party experienced in performing IT risk assessments.

Management Response.

The Department of Information Technology (DIT) has continually performed an intemal department
assessment to understand and take immediate action on potential risks. Qur intemal assessment covers
risks associated with failures and security breaches that could potentially compromise the confidentiality,
integrity, and availability of the systems that we support. The last risk assessment was conducted in
August 2009 when DIT upgraded the Oracle system. In response to the findings, DIT completely
reengineered extemal and intemal security systems and installed additional system redundancies to fortify
our Data Centers from attacks and failures. DIT also conducts an assessment of risks for layoffs. Impacts
and risks from layoffs are routinely communicated to the City Administrator and City Council through
Staft Reports when there is a reduction in staff '

DIT completed a comprehensive IT risk assessment for all agencies/departments in 2005. An assessment
of the kind conducted in 2005 is very expensive. Budget cuts have not allowed DIT to conduct a similar
citywide IT risk assessment since that time.

Comment No. 2010-3 — Significant Ddficiency - Inadequate IT Back-Up Recovery Site Location

Best practices for disaster recovery suggest that a back-up location should be at least 20 miles away from
the main location and in a location that is not susceptible to the same types of disasters (flood, fire,
terrorist acts, etc.) as the main location. The reason for this control is to ensure that the City’s systems
can be restored in the event of a disaster. If the primary and back-up locations are geographically close, it
increases the risk of both locations being unavailable in the event of a disaster. Currently, the City’s
back-up location is four blocks away from the main data center. This second location was chosen because
it is a City building with good safety features, including a recent upgrade to withstand significant
earthquakes. By not having a second location outside of the 20 mile radius, the City is at an increased
risk of longer recovery times if a disaster event occurs.

The City should research back-up locations outside of the 20 mile radius of the main location. Once back-
up location options are determined, budgetary resources should be granted to fund the establishment of a
back-up location that aligns with best practices and assures the City’s backup financial information and
data are secured.

Management Response:

DIT has routinely backed up its critical data assets (i.e. programs and information) and rotated the data
assets to a vendor’s “harden” site in Sacramento, Califomia. In the case of a disaster, the data assets
could be restored on newly purchased computer hardware, if the existing computers in our local Data
Centers are destroyed. However, recovery would require a lengthy lead time of 30 to 45 days to purchase
and install new computer hardware. To reduce this recovery lead time, DIT recommends the use of a
remote recovery site or a reciprocal agreement with a sister city which would allow DIT to locate its
recovery system in their data center. DIT has had some discussions with the City of Burbank, California
Data Center for this purpose, but has not come to an agreement that is agreeable to both parties.

—
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Comment No. 2010-4 — Other Comment - Fund Balance Reporting and Governmental Fund Type
Definitions

In February 2009, the Governmental Accounting Standards Board (GASB) issued GASB Statement
No. 54, Fund Balance Reporting and Governmental Fund Type Definitions. GASB 54 significantly
changes the accounting and financial reporting for the City’s fund balance classifications and
categorization of individual funds. Under previous standards, the City’s governmental fund balances
were organized into three categories: reserved, unreserved, and designated. The new standard replaces
these with five classifications, establishing a hierarchy that is based on the extent to which spending
constraints restrict how a govemment can use the funds. The five new classifications are:

s Nonspendable fund balance. This includes amounts that are not in a spendable form, such as
inventory or prepaid expenditures. It also includes amounts that are required to be maintained intact,
such as the principal of an endowment fund. .

e Restricted fund balance. This includes amounts that can be spent only for the specific purposes
stipulated by external providers, such as grant providers or bondhoelders, as well as amounts that are
restricted constitutionally or through legislation. In other words, these are funds that are restricted by
authorities outside the City itself, and these restrictions may be changed or lifted only with their
consent.

e Committed fund balance. This includes amounts that can be used only for specific purposes that are
determined by a formal action of the City Council. These commitments may be changed or lifted, but
only by the same formal action that was used to impose the constraint originally.

* Assigned fund balance. This classification applies to amounts that are intended for specific purposes,
as expressed by the City Council or authorized official. It also applies to the remaining resources in
any governmenlai fund other than the General Fund.

e Unassigned fund balance. This is the residual classification for the General Fund and includes all
amounts not contained in the other classifications. Unassigned amounts are technically available for
any purpose. In addition, if there is a deficit balance in another govemmentai fund, it will be reported
as a negative amount in that fund’s unassigned classification. Positive -unassigned amounts are
reported only in the General Fund.

This standard also provides guidance for classifying stabilization (“rainy day™) amounts on the face of the
balance sheet and would require disclosure of certain information about stabilization arrangements in the
notes to the financial statements. In addition, the definitions of individual governmental fund fypes have
been clarified whereby the City’s use of special revenue funds and capital project funds may be recast.
This standard clarifies that special revenue funds are created only lo report revenue sources that are
restricted or committed to a specified purpose. Additional restrictions related to the classification of a
special revenue fund and clarifications of the use of debt service and capital projects funds have been
identified and an analysis ofithe City’s funds is recommended.

The City will be required to implement GASB Statement No. 54 for fiscal year ending June 30, 2011.
Some steps that the City should perform in order to implement GASB Statement No. 54 include the
following: ' :

¢ Update the City’s fund balance policy. The policy should consider items such as the criteria for
committed and assigned fund balances; the appropriate level of unrestricted fund balance lo be
maintained in the General Fund; circumstances for which restricted, committed, assigned, and
unassigned amounts will be spent down; and a policy for replenishing deficiencies.
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Analyze the purposes and revenue sources of the City’s special revenue funds to ensure that these
funds fall within the new special revenue fund type definition.

Review the purposes of capital projects and debt service funds to ensure that these funds fall within
the new fund type definitions.

Update chart of accounis and begin classifying fund balance amounis and prepare reports for the new
financial reporting and disclosure requirements.

Management Response.

The City is in the process of reviewing all its funds and implementing GASB Statemen] No. 54. The City
is performing the following steps in order to implement GASB Statement No. 54:

The Cify may update its fund balance policy on the order in which unrestricted (committed, assigned
or unassigned) resources ate to be used when available for expenditures.

Analyze the purposes and revenue sources of the City’s special revenue funds to ensure that these
funds fall within the new special revenue fund type definition.

Review the purposes of capital projects and debt service funds to ensure that these funds fall within
the new fund type definitions.

Update Chart of Accounts and begin classifying fund balance amounts and prepare repotts for the
new financial reporting and disclosure requirements.
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STATUS OF PRIOR YEARS’ RECOMMENDATIONS

2009-1 Comment:

Condition/Effect/

Recommendation:

Status:

Internal Service Funds

The City has nol set user fees to recover the full cost of services. Due lo the
deficiency in charges for services, the intemal service funds have essentially
borrowed monies from the General Fund in order to maintain operations. The City
has acknowledged this matter as significant and has made an effort lo take corrective
measures. The City prepared a “rebalancing plan” for its internal service funds,
which was first adopted for the fiscal year 2005-07 policy budget, which attempted
to cure the intemal service fimd deficit by fiscal year 2014-15. However, the
rebalancing plans put in place in fiscal years 2006 and 2007 were nol followed
correctly due to the lack of general fund resources to make the required annual
payments. As such, the City restmctured its rebalancing plan as part of the adopted
fiscal year 2009-11 budget. The restmctured rebalancing plan was modified to cure
the net assets deficit of intemal service funds by fiscal year 2018-19. In addition, the
City adopted a financial policy during the 2009-11 budget that requires one-half of
one-time revenues received to be used specifically to reduce the net assets deficits of
intemal service funds. Receipt of such one-time assets — and their subsequent
deposit into the intemal service funds, as required by the financial policies and
barring any fiscal emergencies — will, in essence, expedite the “repayment” of the
negative intemal service balances.

We recommend that the City monitor the progress of its restructured rebalancing
plan very closely to ensure its feasibility. If it is determined that the plan is not
feasible and that the City does not intend to or cannot recover the full cost of
providing goods or services within a reasonable period of time, then the use of
intemal service fimds is no longer appropnate under GAAP and should not be used
for financial reporting purposes.

As discussed over the years, we became increasingly concerned with the growth
in both the net assets deficits of certain intemal service funds and the interfund
borrowings needed to support those services. For fiscal year 2010, the City was
able to achieve a positive change in net assets for each of the intemal service
funds that had a beginning deficit net assets balance. In addition, the.
improvement to net assets for each of these funds was greater than the change
projected in the restructured rebalancing plan. The interfund borrowing has
been reduced to $45.6 million as of June 30, 2010, an improvement over the
$50.8 million that was due as of June 30, 2009.



