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FINANCE AND MANAGEMENT AGENCY 
ACCOUNTING DIVISION 

February 29,2004 

150 FRANK H. OGAWA PLAZA, SUITE 6353 
OAKLAND, CALIFORNIA 94612 

(510) 238-3264 

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 t h ~ s  report to 
present the financial position and the changes in financial position for the fiscal year ended June 
30, 2003, and the cash flows of its proprietaxy fund types for the year then ended. The basic 
financial statements and supporting schedules have been prepased 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). 

Our Comprehensive Annual Financial Report is presented in three sections: 

The Introductory Section includes the transmittal letter, information about the 
organizational structure of the City, the profile of the government, information useful in 
assessing the financial condition of the City, and the Government Finance Officers 
Association’s (GFOA) Certificate of Achievement. 

The Financial Section is prepared in accordance with the GASB 34 requirements by 
including the Management’s Discussion and Analysis (MD&A), the Basic Financial 
Statements including notes and the Required Supplementary Information. The Basic 
Financial Statements include the govement-wide hancial statements that present an 
overview of the City’s entire financial operations and the fund financial statements that 
present the financial information of each of the City’s major funds, as well as non-major 
governmental, and fiduciary funds. Also included in this section is the Independent Auditors’ 
Report on the basic financial statements, 

The Statistical Section includes ten years of unaudited summary financial data, debt 
computations, and a variety of demographic, economic and social information that may be of 
interest to potential investors in the City’s bonds and to other inquiring readers. 

This report consists of management’s representations concerning the finances of the City. 
Consequently, management assumes full responsibility for the completeness and reliability of all 
of the information presented in this report. To provide s reasonsble basis fci i-iiaking these 
representations, management of the City has established a comprehensive internal control 
kamework that is designed both to protect the government’s assets from loss, theft, or misuse, to 
compile sufficient reliable information for the preparation of the City’s financial statements in 
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conformity with GAAP and comply with laws and regulations. Because the cost of intenial 
controls should not outweigh their benefits, the City’s comprehensive framework of internal 
controls has been designed to provide reasonable rather than absolute assurance that the financial 
statements will be free from material misstatement. As management, we assert that, to the best of 
our knowledge and belief, this financial report is complete and reliable in all material respects. 

The City’s fmancial statements have been audited by a group of independent auditing fmns that 
are licensed certified public accountants. The objective of the independent audit was to provide 
reasonable assurance that the financial statements of the City for the fiscal year ended June 30, 
2003, are free of material misstatement. The independent audit involved 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, and evaluating the 
overall financial statement presentation. The independent auditor concluded, based upon the 
audit, that there was reasonable basis for rendering an unqualified opinion on the City’s financial 
statements for the fiscal year ended June 30,2003. The Independent Auditors Report is presented 
as the fust component of the Financial Section of this report. 

GASB Statement No. 34 (GASB 34) requires that management provide a narrative introduction, 
overview, and analysis to accompany the basic financial statements in the form of Management’s 
Discussion and Analysis (MD&A). This letter of transmittal is designed to complement the 
MD&A and should be read in conjunction with it. The City’s MD&A can be found immediately 
following the report of the independent auditors. 

The Reporting Entity and Its Services 

The City has defined its reporting entity in accordance with generally accepted accounting 
principles that provide guidance for determining whch governmental activities, organizations, 
and functions should be included in the reporting entity. T ~ E  Basic Financial Statements 
presents information on the activities of the City and its component units. 

GASB 34, Basic Financial Statements - and Management Discussion and Analysis - for State 
and Local Governments, retains many of the most popular features of the traditional reporting for 
state and local governments. It also incorporates these important new features: 

Government-wide financial reporting; 

Expanded budgetary reporting. 

Additional long-term focus for governmental activities; 
Management’s Discussion and Analysis (MD&A); 
Information on major fun&; and 

Moreover, GASB 34 requires that states and local governments, and other public agencies, 
annually disclose the full net value of all capital assets, including infrastructure assets, in order to 
comply with generally accepted accounting principles. 

G M  require that the component .units be separated iilto blended or discrctely 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 
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government-wide financial statements to emphasize that it is legally separate from the City 
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 Oakland htemational Airpofl) is presented discretely. The Oakland- 
Alameda County Coliseum Authority (Authority) is a Joint Venture owned and operated by the 
City and the County of Alanieda. 

The Oakland Housing Authority, the Oakland Unified School District, and the Peralta 
Community College District were not included because they have limited relationships 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 &om 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), East Bay Regional Park District, and the East Bay Municipal 
Utility District. 

Profile of the Goveriinienf 

The City of Oakland was chartered as a city in 1854. It is situated on the eastem side of the 
Oaklandsan 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 amenities. It is the 
administrative site for the County of Alameda, the regional seat for the federal govemtnent, the 
district location of primary state offices, and the transportation hub of comerce  for the Bay 
Area 

In November 1998, the citizens of Oakland changed 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 Manager, appointed by 
and under the direction of the Mayor, has administrative authority to manage the day-to-day 
administrative and fiscal operations of the City. The City Auditor and the City Attorney are both 
elected officials and serve four-year terms. 

The Mayor and City Council is the governing body of the City and comprises eight 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 tenns. 

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 euforce.ment, recreational and cn!ezral zctivities, 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 
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carried out during the fiscal year; (2) the estimated revenue available to fmance 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 infomation summarizes the budgetary 
roles of various City officials and the timetable for their budgetary actions according to the City 
Charter. On June 29, 2003, the City Council approved the City’s fourth two-year budget for 
fiscal years 2003-04 and 2004-05. 

The City Charter prohibits expending monies for which there is no legal appropriation. 
Therefore, the City is required to adopt budgets for all City funds. The level of budgetary control 
(that is, the level at which expenditures cannot legally exceed the appropriated amount) is 
established at the fund level, although for management purposes, the line item budget is 
controlled at the departmental level within funds. The City Manager is authorized 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 appropriations between funds 
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 overmn of an account balance are 
suspended in the system until additional funding is made available via budget change requests or 
withdrawn due to lack of funding. Encumbrances outstanding at June 30 and carried forward are 
reported as reservations of the appropriate governmental fund’s fund balance since they do not 
constitute 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 City Council for that year. 

Factors Affecting Financial Condition 

The information presented in the financial statements is perhaps best understood when it is 
considered from the broader perspective of the specific environment Within which the City 
operates. 

Local Economy. 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 magazines and comments by public officials. For example, the City is: 

“. . ..8” Best Place for Business in the US.” (Forbes 2002 Annual Survey); 
“. . ..7’h Most Creative City in America” (Camegie Mellon); 
“. . ..6” Best City to live in the US.” (Money, Dec. 2002); 
“....leader among America’s top ten technology cities.” (Newsweek, April 30, 2001); and 
“. ... uniquely positioned as an excellent point for international business.’’ (Mickey Kanter, 
former US.  Secretary of Commerce) 

These statements are testimony to the City’s vibrancy, its business-friendly public policies, its 
well ediicated (ranked 5” 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 Jerry 
Brown’s leadership that enthusiastically supports and embraces sustainable economic 
development. Moreover, transportation systems such as interstate highways, railroad, trucking, 
shipping (4‘h largest port in the nation), air transportation, and public transit converge in the City 

iv 



of Oakland to make it the hub of interstate and international commerce on the West Coast. Its 
strategic location and proximity to Silicon Valley and to highly acclaimed institutions of higher 
leaning provide excellent synergy for collaborative research and innovation for improved 
business products and services. 

While the region’s economy has experienced a dramatic downturn, Oakland has experienced 
only a minor decrease in emplopient and retail sales. Many jobs have been lost in the region due 
to the reduction in technology and internet based companies. Oakland’s retail sales decreased by 
a modest 2.2% due to the regional economy and a lack of consumer confidence. The Oakland 
real estate market was highlighted by brisk residential sales, especially for-sale residential units. 

Oakland occupies 56 square miles of land with 19 miles of coastline to the west and magnificent 
rolling hills to the east. It is the eighth largest city in California with a population of 399,484. Its 
economy ranks in the top 20 economies in the United States and the 84” largest in the world. In 
2002, Oakland’s Gross Metropolitan Product (GMP) was estimated at $105.5 billion, a 3.6% 
increase over 2001, Over the next decade, real GMP is expected to expand at an annual rate of 
3.4%. Other factors evidencing the economic status of the City of Oakland, and the effects of 
sluggish economy are: 

Ranked 31d in the nation in percentage of women-owned businesses; 

Per capita income in 2002 was $25,380 for a total household income of over $10.1 
billion; 

Total retail sales decreased from $36.5 billion in2001 to $35.4 billion in 2002; and 

Net employment of Oakland residents in 2002 was virtually flat (a 0.3% decrease 
compared to 2001). 

Two primary engines that drive the economies of the City in particular and Northern California 
in general are the Port of Oakland and the Oakland International Auport. Both entities celebrated 
their 75th anniversaries in 2002 with pride and enthusiasm in meeting the challenges of the new 
century. Both are investing billions of dollars in major expansion programs in anticipation of the 
new challenges. Finally, both entities have significant impacts on the City’s and the region’s 
economies. 

In a recent article by the San Francisco Chronicle headlined, ‘‘It ’sfuZZ steam ahead at the Port of 
OakZand,” it declared a booming business at the Port benefiting businesses and jobs in 2003. 
Those benefiting are longshore workers, truckers, rail companies, the Califomia Central Valley 
farmers, and shipping companies. Ranked the 4” busiest port in the nation, the Port of Oakland 
handled 99% of Northern California’s ocean container cargo with a remarkable growth of 13.8% 
in containers handled compared to 2002. Part of this tremendous growth is dnven by China’s 
booming manufacturing trade and other economies in the Far East. 

The Port of Oakland impacts the economies of the City of Oakland m.d Northern Califomiz to 
the extent that it: 

Supports some 1,000 direct and 44,000 indirect and induced jobs; 
Generates $7 billion in annual business activity; 
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Has 98% share of the Northem California container freight market; 
Welcomes 30 shipping lines connecting the U S .  with the rest of the world; and 
Acquired 12 of the world’s largest cranes in 2002, each capable of moving 30 containers 
per hour. 

And when the Port of Oakland’s Vision 2000 maritime expansion program is completed, it will: 

Add approximately 9,000 new jobs in the region; 
Generate an additional $2 billion in annual business activity; and 
Increase state and local tax revenues by an estimated $62 million annually. 

The second entity, the Oakland International Airport, is among the busiest airports in Northem 
California. Its accomplishments include: 

Serving 11.4 million passengers in 2002, a 6.3% increase over 2001; 
Handling 200 daily flights on 12 domestic and international carriers; 
Short-haul market grew at an annual rate of 6.8%; 
Air cargo grew at an annual rate of 12.5%; 
Share of Bay Area air cargo market increased fiom 28% to 45%; and 
Employs approximately 15,900 in the Oakland area. 

During and after the $1.6 billion Airport Development Program, it is anticipated that significant 
annual increases will occur in the following categories: 

4,000 construction jobs will be created during the course of the project; 
Employment will increase from 15,900 to 18,600; 
Approximately 13.8 million passengers will be accommodated; 
An additional 1 million tons of air cargo will be handled; 
Direct and induced employment will generate $600 million in personal income; 
$2 billion in additional business revenue will be generated; and 
An additional $76 million in state and local tax revenues will be realized. 

Downtown Oakland remains the largest center for office development in the East Bay with 15.3 
million square feet of office space and 70,000 day time workers. The Shorenstein Company 
recently completed a 20-story, 450,000 square foot office tower in the City Center that is 
occupied by various businesses. 

The Community and Economic Development Agency (CEDA) is also working in coordination 
with the Oakland Commerce Corporation to develop and implement the new Retail Retention 
Program. This program will provide technical assistance to assist in the retention and expansion 
of the 50 top income and top employing retailers, the five retailers with the most growth and the 
five with the largest decline in sales, and key retailers withm target industries to strengthen these 
industries. 

In fiscal year 2002-03, CEDA initiated the Oakland C.A.R.E.S. (Creation, Attraction, Retention 
and Expansion Services) for Business Program. This program assists existing and new Oakland 
businesses to increase sales, reduce costs and add more value to their products and services. The 
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City also offers specialized technical assistance to targeted industry groups. These industry 
groups (SoftwareRLlultimedia, Telecommunications, Biotechnology, Transportation, and Food 
Processing) were chosen for their importance to the local econoniy and for their potential for 
growth. 

During fiscal year 2002-03, the City of Oakland attracted 22 new businesses that initially created 
516 new jobs. Its aggressive business retention efforts helped keep 409 companies fiom moving 
to other locations, thus saving 4,984 local jobs. Additionally, four local businesses expanded 
operations and added 33 new employees as a result of the City’s business retention services. The 
City assisted 15 recycling companies, employing 150 workers, by providing site location 
assistance, technical assistance in loan packaging under the State Recycling Market 
Development Zone Loan Program and the Alameda County Recycling Board Revolving Loan 
Fund. 

The City’s One-Stop Small Business Center (OSSBC) is a focal point for lending and technical 
assistance efforts surrounding Oakland’s Enhanced Enterprise Community and manages the 
City’s contract with the Oakland Business Development Corporation (OBDC), a non-profit local 
development corporation. The OSSBC and OBDC originated 16 small business loans totaling 
$610,000, counseled and referred more than 1,200 clients to the various business skills 
development training programs, and managed eight economic development loan funds with total 
capitalization of over $50,000,000. Loan recipients included a neighborhood market, a bicycle 
parts and accessories retailer, a clothing store, a restaurant and an art supply store. 

Public policy decisions have been made that will improve the quality and quantity of the 
technical work force ready to meet the challenges of the technological labor market. The 
Oakland area policy makers are working as a team to accomplish the common goal of retaining 
components of the current economic base and creating an economic environment that will attract 
and retain new businesses in growth industries. Some of the special programs and projects that 
have been created to accomplish this goal are as follows: 

Oakland Enterprise Zone: This City of Oakland program offers businesses within its 
boundaries the opportunity to reduce their state business income taxes through a variety 
of tax credits. Most commercial and industrial areas of the City are within the Enterprise 
Zone. Incentives include: a Hiring Tax Credit, Sales and Use Tax Credit, Business 
Expense Deduction for Real Property, Net Operating Loss Carry-over, Net Interest 
Deduction for Lender, and Employer Tax Credit for hiring Low Income Employees. 

OaklanrUBerkeley Recycling Market Development Zone: The California Integrated 
Waste Management Board has designated the OaklandBerkeley geographic area as a 
Recycling Market Development Zone (RMDZ) to foster end-use markets for recyclable 
materials, It includes the industrial areas of Oakland and West Berkeley, the Oakland 
Central Business District, and the Port of Oakland. Businesses in areas that use recyclable 
materials are eligible for program benefits such as loan and grant packaging, site 
selection assistance, permit processing assistance, mplqmeiit referral and training 
coordination, low interest State RMDZ loans of up to $2 million, Enterprise Zone Tax 
Credits, etc. 
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Small Business Incubator Program: The Incubator Program provides incentives-dnven, 
hands-on t echca l  support to Oakland based businesses. Qualified businesses can benefit 
from the program’s affordable lease space, shared office and support services, 
networking opportunities, and personalized business management assistance services. 
Eligible businesses are admitted to the program on a first-come, first-served basis. 
Professional service, advanced technology, and light industrial businesses are prefemd. 
This City supported program has launched the Communications Technology Cluster 
(CTC) for communications start-ups. 

Workforce Development: Oakland has gained national recognition for its business- 
oriented services for job seekers and employers, driven by a dynamic partnership among 
for-profit, non-profit and public organizations. Oakland’s One Stop Career Center and 
Business Services system is integrated within the City’s economic development efforts 
and sustains itself through fee-for-service program income, which is unique in the 
workforce development arena. Oakland is also developing a state-of-the-art hiring tax 
credit service, which will enable local businesses to easily take advantage of its 
Enterprise Zone program. The Oakland Workforce Investment Board (WIB), which 
directs the City’s federally funded employment and training services, is composed of 
majority business sector members, along with the City’s leading public, education, labor 
and community-based organizations. Oakland also has a highly developed program 
accountability system, which was formed under the leadership of the Oakland City 
Council and incorporated within the oversight hmework of the Oakland WIB. In the 
past year, Oakland‘s One Stop Career Center and youth service delivery systems served 
more than 11,000 clients and met or exceeded all of its mandated performance measures 
as verified by the State of California Employment Development Department. 

Other Significant Accomplishments 

Housing: The City continued its efforts to provide a range of housing opportunities and improve 
housing conditions for residents of all economic levels. A total of 60 affordable homeownership 
and rental units for working families were completed, with 474 additional units in the pipeline. 
Another 17 rental units for seniors and persons with disabilities were completed, and 325 other 
units are undenvay. These developments had major impacts on revitalization efforts by 
converting blighted properties along commercial comdors into attractive housing. In addition, 
City loan programs assisted 62 first-time homebuyers and provided financing for rehabilitation 
and repairs to 271 units. 

Neighborhood Commercial Revitalization: The Neighborhood Commercial Revitalization 
(NCR) completed 50 projects under the Commercial Property Faqade Improvement Program 
(CPFIP) representing approximately $1,118,283. This represents $632,984 in private investment 
and $485,299 in public investment. The CPFIP received nearly 100 applications during fiscal 
year 2002-03. Of these, 42 projects are in various phases of the process from design development 
to construction. Other accomplishments for this period include: 

Merchants Association Assistance Program assisted more than 700 small businesses; 
More than $18 million in streetscape improvement projects have been designed, 
completed, in construction, or are scheduled for construction in 2004; 
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Assisted in planning and implementing more than a dozen events promoting 
neighborhood shopping districts throughout Oakland; and 
Compiled and updated economic data for 15 NCR areas, including demographic, land 
usehoning, list of businesses, property ownership, sales and property tax and vacant 
property list 

In addition to the above, NCR provided a total of $100,000 to two community development 
corporations (CDC) to implement the California Main Street Program (CSMP) in the Eastlake 
and Fruitvale NCR areas. The Local Initiative Support Corporation and the two CDCs 
contributed $100,000 to each program, leveraging NCR’s contribution and funding each program 
$150,000. 

Lastly, four Business Improvement Districts (BID) were reestablished in four coinmercial 
districts including Rockridge, Montclair, Lakeshorehke Park and Fruitvale. These districts 
generate approximately $600,000 for investment in promotions, enhanced maintenance and 
security in the respective districts. The Temescal district is currently in the preliminary stages of 
BID information. Once completed, BJD establishment is expected in 2004. 

Long-term Financial Planning 

Mayor’s 10K Project: As part of the Mayor’s and City Council’s 10K initiative, the 
Redevelopment Agency and Forest City Enterprises executed a second amendment to the 
Exclusive Negotiations Agreement to extend the time for completing a disposition and 
development agreement and the environmental impact report. The proposed project consists of at 
least 770 units of rental housing and 270 condominium units. Twenty percent of the rental 
housing units will be affordable to households earning 50 percent or less of the area’s median 
income. The project will also include at least 14,500 square feet of retail and a public park. 

Three other Redevelopment Agency projects with approximately 382 units were under 
construction in FY2002-03, including Landmark Place (92 units), Arioso (88 Units), and 
Housewives (202 units, and a fourth site is proposed for housing development at City Center T- 
10 block. Two private projects were completed in FY2002-03 with 282 units, Telegraph Lofts 
(53 units), and Sierra Lofts (229 units). Currently, the 10K program has 4,854 units in process, 
with 1,337 units completed, 400 units under construction, 1,525 units with planning approvals, 
and 1,592 units in planning. The Downtown Faqade Improvement Program provided matching 
grants for 29 projects completed in FY2002-03, resulting in over $1.7 million of exterior 
improvements on appioximately 250,000 square feet of retail and office space. 

Oakland Base Reuse Authority: During fiscal 2002-03, the Oakland Base Reuse Authority 
(OBRA) was a Joint Powers Authority (PA)  representing the City of Oakland and the County of 
Alameda. In fiscal year 2003-04, the Authority’s assets and management were transferred to the 
Redevelopment Agency (ORA). OBRA is responsible for the planning and conversion of close 
military bases in Oakland to civilian uses. A five-member board governs OBRA: Mayor Jerry 
Brown and four City Council members serve as directors; President of the City Council, Ignacio 
de la Fuente is the Chairperson. OBRA’s total operating budget for fiscal year 2003-04, with 
mid-year modifications, is $13.4 million, wbch includes all staffing, admmistrative, professional 
services, insurance, operation of the OBRA Leasing Program, and payment toward key 
City/ORA services and staffing. OBRA has strategically built an operating reserve of $19.8 
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million restricted to the future reuse and redevelopment of the former Army Base. These 
restricted funds will be transferred to the ORA to a restricted account established in accordance 
with the Economic Development Conveyance (EDC) Memorandum of Agreement (MOA) 
requirements, the State of Consent Agreement and the Environmental Services Cooperative 
Agreement with the Amy.  The MOA with the Army requires that any sale, lease or equivalent 
proceeds generated from the EDC property be restricted to specific redevelopment activities for a 
term of seven years following conveyance. 

In August 2003, OBRA signed the documents to transfer 364 acres of EDC property at the 
Oakland Army Base under an Early Transfer Agreement at zero cost. As part of the agreement 
known as the Environmental Services Cooperative Agreement (ESCA), the Army has committed 
$13 million in funding towards the environmental restoration requirements of the EDC property. 
Targeted remediation activities are underway. OBRA will continue to operate its Leasing 
Program until mid-2006, when the property will begin its redevelopment activities. The Leasing 
Program currently has an 84% occupancy rate and generates over $8 million in gross revenues. 
Approximately 50 tenants occupy over 3.5 million square feet of warehouse and open space. The 
Leasing Program will continue to operate until mid-2006 when the property arrangements with 
the Port of Oakland (Port) become effective. It is anticipated that OBRA will continue to add at 
least $5 million more to its operating revenues. 

In mid-2006, redevelopment of the former Army Base will begin on 169 acres by the ORA and 
on 226 acres by the Port. The ORA, the City, the OBRA, and the Port have agreed to business 
terms that will result in the Port’s purchase of the Knight Rail Yard for $30 million (present 
discounted value of approximately $13 million) from the O M .  Other agreements between the 
ORA and the Port include equally sharing (1) the remediation funding gap of $1 1.2 million, (2) 
the homeless relocation, (3) the establishment of a Community Trust Fund of $4 million, and (4) 
other financial and programmatic benefits. 

The O M  will be responsible for the selection of and contracting with a Master Developer for the 
development of the City’s property that is projected to be about three (3) million square feet of 
mixed-use commercial and industrial activities. The goal is to create 8,000 new jobs by 2010. 
The Port intends to expand its maritime facilities by 2020. 

The Oakland Army Base is part of the 1,200 acre Oakland Army Base Redevelopment Area 
adopted by the O M  in July 2001. 

Cask Managenient 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 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 whle maintaining market- 
average rates of return. 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, 
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The permitted investments include US. Treasury notes (with certain restrictions), federal agency 
issues, bankers’ acceptances, commercial paper, corporate stocks and bonds with ratings of A1 or 
P1 by either Standard and Poor’s or Fitclfs, negotiable certificates of deposit, Local Agency 
Investment Fund, and repurchase agreements. 

Risk Managemmit 

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

The City Attorney represents the City in all of its legal matters, including claims investigafon, 
civil litigation, and disposition of claims and lawsuits. 

Insurance to protect and indemnify the City against the risks 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 RqoTting to the City of 
Oakland for its Comprehensive Annual Financial Report (CAFR) for the fiscal year ended June 
30, 2002. The Certificate of Achievement is a prestigious national award recognizing 
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 efficiently organized CAFR whose contents conform to program 
standards. Such CAFR must satisfy both generally accepted accounting principles and applicable 
legal requirements. 

The Certificate of Achievement is valid for a period of one year only. The City of Oakland has 
received a Certificate of Achievement for 14 of the last 15 years. The City’s Fiscal Year 2002-03 
CAFR will be submitted to GFOA for consideration for the Certificate of Achievement for 
Excellence in Financial Reporting. 

The City also received the GFOA’s Award for Distinguished Budget Presentation for its 
biennium budget beginning July 1, 1997. The City’s budget document was judged to be 
proficient in several categories including policy documentation, financial planning, and effective 
communication. The 1997-99 Adopted Policy Budget was unanimously rated “outstanding” as a 
policy document and operations guide. The award is valid for two years. The City of Oakland 
has received the Distinguished Budget Presentation Award for 11 consecutive years. We believe 
OUT third biennium budget representing fiscal years 2003-04 and 2004-05 continues to conform 
to program requirements, and we have submitted it to GFOA to determine its eligibility for 
another award. 
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Honorable Mayor and Members 
of the City Council 

City of Oakland, California 

Independent Auditor's Report 

We have audited the accompanying flnancial 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, 2003, which collectively comprise the 
City's basic financial statements as listed in the table of contents. These financial statements are the responsibility 
of the City's management. Our responsibility is to express opinions on these financial statements based on our 
audit. We did not audit the financial statements of the City of Oakland Housing Finance Revenue Bond Agency 
Fund, which represents $9 million (0.8%) of the assets of the aggregate remaining fund information. Those 
financial statements were audited by other auditors whose report thereon has been furnished to us, and our 
opinion, insofar as it relates to the aggregate remaining fund information, is based on the report of the other 
auditors. 

We conducted our audit in accordance with audiug  standards generally accepted in the United States of America 
and tbe standards applicable to iinancial audits contained in G o v e m m  Auditing Srandnrdr, issued by the 
Comptroller General of the United States. Those standards reqnire that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit 
also includes assessing the accounting principles used and the significant estimates made by management, as well 
as evalnahg the overall iinancial statement presentation. We believe that our audit and the reprt of other 
auditors provide a reasonable basis for our opinions. 

In our opinion, based on onr audit and the report of other auditors, the financial statements referred to above 
present fairly, in all material respects, the respective f m i d  position of the gwenunentai 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, as of June 30, 2003, and the respective changes in financial 
position and cash flows, where applicable, thereof for the year then ended in conformity with accounting 
principles generally accepted in the United States of America. 

As discussed in Note 12 to the basic financial statements, the City adopted.the provisions of Governmental 
Accounting Standards Board (GASB) Technical Bulletin 2W3-1, DiscIosure Requirements for Derivatives Nor 
Presented az Fair Value on the Sraement of Net Assets, effective July 1, 2002. Also, as discussed in Note 2 to the 
hasic financial statements, the City changed its accounting for the prepayment made to the Police and Fire 
Retirement System resulting from the issuance of the 1997 pension obligation bonds. 

In accordance with Government Auditing Standnrh, we have also issued our report dated February 27, 2004, on 
OUI consideration of the City's internal control over financial reporting and on our tests of its compliance with 
certain provisions of laws, regulations, contracts and grants. That report is an integral part of an audit performed 
in accordance with Governmenr Auditing Standards and should be read in conjunction with this repart in 
considering the results of our audit. 

The management's discussion and analysis, the schedules of funding progress and the budgetary comparison 
information usied 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 on it. 

Offices located throughout California 



Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise 
the City's basic financial statements. The introductory section, combinins and individual fund financial 
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 finaocial statements and 
schedules have been subjected to the auditing procedures applied by us and the other auditors in the audit of the 
basic financial statements and, in our opinion, based on our audit and the report of other auditors, are fairly stated 
in all material respects in relation to the basic financial statements taken as a whole. 'Ike 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. 

U 
Certified Public Accountants 

Walnut Creek, California 
February 27,2004 

2 



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 financial activities of the City for the 
fiscal year ended June 30, 2003. 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. All amounts, unless otherwise indicated, are expressed in thousands of dollars. 

WINANCIAL HIGHLIGHTS 

The City’s total assets exceeded its liabilities by $519.9 million as of June 30, 2003, 
compared to $493.9 million at June 30,2002, as restated. The total net assets includes 
$106.0 million in net assets for business-type activities which is primarily invested in 
capital assets, and $26.2 million represent governmental activities funding for 
continuiiig projects. 

The City’s total net assets increased by $25.9 million during the fiscal year compared 
to a restated net deficit of $23.8 million for June 30, 2002. The majority of this 
increase was due primarily to increased general revenue collections (17%) and the 
reduction in long term debt interest expense of $16.9 million or 23%. 

Governmental funds reported combined ending fund balances of $626.9 million at 
June 30,2003, compared to $546.0 million as of June 30,2002. The majority of this 
amount is reserved €or funding ongoing projects of the City. 

At June 30,2003, the unreserved fund balance for the general fund was $38.8 million 
or 9.9% of total general fund expenditures of $391.7 million compared to $29.7 
million or 7.7% for the previous fiscal year. The increase in unreserved fund balance 
in the general fund is the direct result of double digit increases in all major areas of 
general revenues. 

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 three componeiits: (1) 
government-wide financial statements, (2) finid financial statements, and (3) notes to the 
basic financial statements. This report also includes required and other supplementary 
iiifomiatioii in addition to the basic financial statements themselves. 



Government-wide Financial Statements 

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

The statement ofnet 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 financial 
position of the City is improving or deteriorating. 

The statenzeizt 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 periods, such as revenues 
pertaining to uncollected taxes and expenses pertaining to earned but unused vacation and 
sick leave. 

Both of the government-wide financial statements distinguish functions of the City that 
are principally supported by taxes and intergovernmental revenues (governmental 
activities) from other functions that are intended to recover all or a significant portion of 
their costs through user fees and charges (business-type activities). The governmental 
activities 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 financial statements are designed to report information about groupings of 
related accounts that are used to maintain control over resources that have been 
segregated for specific activities or objectives. The City, like other state 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: govemniental funds, proprietary funds, and fiduciary funds. 

Governnwnial funds. Governmental funds are used to account for essentially the same 
functions reported as govemniental activities in the government-wide financial 
statenleiits. Most of the City’s basic services are reported in govenunental funds. 
However, unlike the govenment-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-tenn financing requirements. 

Because the focus of goveinmental funds is narrower than that of the governlent-wide 
financial statements, if is useful to compare the information presented for governmental 



funds with similar infomation 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 governmental fund balance 
sheet and the governmental fund statement of revenues, expenditures, and changes in 
fund balances provide a reconciliation to facilitate this comparison between governmental 
funds and governmental activities. 

The City maintains 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 govemniental 
fund statement of revenues, expenditures, and changes in fund balances for the general 
fund, federal and state grant special revenue fund, and Oakland Redevelopment Agency 
as a blended component unit of the City, all of which are considered to be major funds. 
Data &om 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 
fonn 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. 

Proprietuiy funds. Proprietary funds are generally used to account for services for which 
the City charges customers, either outside customers or internal units or d e p m e n t s  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 is considered to be a major hnd 
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, and central stores. Because 
these services predominantly benefit governmental rather than business-type 
fuictions, they have been included within governmental activities in the 
govenmient-wide financial statements. The internal service funds are combined 
into a single, aggregated presentation in the proprietary fund fnancial statements. 
Individual fund data for the internal service funds is provided in the fonn of 
combining statements elsewhere in this report. 
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Fiduciuvyfumfs. Fiduciary funds are used to account for resources held for the benefit of 
employees and parties outside the City. The Oakland Municipal Employees Retirement 
System (OMERS) Fund, the Police and Fire Retirement System (PFRS) Fund, and the 
Private Purpose Trust Fund are reported as pension trust funds. Since the resources of 
these funds are not available to support the City’s own programs, they are not reflected in 
the government-wide financial statements. The accounting used for fiduciary funds is 
much like that used for proprietary funds. 

Notes to the Basic Financial Statements 

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

Other Information 

In addition to the basic financial statements and accompanying notes, this report presents 
certain required supplementary information, other than this discussion and analysis, 
concerning the City’s progress in funding its obligation to provide pension benefits to its 
employees and budget-to-actual information for the City’s general fund. This required 
supplementary information is presented immediately following the notes to the basic 
financial statements. 

The combining statements referred to earlier in connection with non-major governmental 
funds, internal service funds, and fiduciary funds are immediately following the required 
supplementary information along with budgetary comparative schedules and schedules of 
capital assets used in the operation of governmental funds. 

Government-wide Financial Analysis 

This is the second year that the City has presented its financial statements under the 
reporting model required by the Governmental Accounting Standards Board Statement 
No. 34 (GASB 34), Basic Financial Statements-and Management’s Discussion and 
Analysis (&ID&) -for State and Local Governments. As such, this year’s MD&A 
provides a comparative analysis of government-wide data for two fiscal years. 

As noted earlier, 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, 2003 by 
$519.9 million compared to $493.9 million as restated as of June 30, 2002. 

The largest portion of the City’s net assets (75%) reflects its $387.7 million of net 
pension assets for the Police and Fire Retirement System and (21%) reflects an 
investment of $106.0 million in business-type activities capital assets (e.g. laid, 
buildings, machinery equipment, and infrastructure), less any related debt to acquire 
those assets that is still outstanding. The City uses these capital assets to provide services 
to its citizens; consequently, these assets are not available for future spending. Although 



the City’s investment in its capital assets is reported net of related debt, it should be noted 
that the resources needed to repay this debt must be provided from other sources, since 
the capital assets themselves cannot be used to liquidate these liabilities. 

Assets: 
Cument and other assets 
Capital assets 

TOTAL SSETS 

Liabilities: 
Long-term liabilities outstanding 
Other liabilities 
TOTAL LIABILITIES 

Net assets: 
Invested in capital assets, net 

of related debt 
Restricted net assets: 

Debt service 
Capital projects funds 
Urban redevelopment and 

housing 
Other purposes 

Unrestricted 
TOTALNETASSETS 

City of Oakland’s Net Assets 
June 30,2003 
(In Thousands) 

Governmental Business-type 
Activities 

$1,357,296 
829.899 

2,187.195 

1,623,555 
149.819 

1,773.374 

385,354 

70,562 
95,743 

238,187 
24,861 

(400.886J 

$413.821 

Activities- 

$ (2,402) 
116.727 
114.325 

7,045 
1.241 
8.286 

109,682 

- 
- 

- 
- 

(3.643) 

&=&?&Qz 

2003 
Total 

$1,354,894 
946.626 

2.301.520 

1,630,600 
151.060 

1.781.660 

495,036 

70,562 
95,743 

238,187 
24,861 

(404.529) 

%519.860 

2002 
Total 

$1,262,573 
934.828 

2.197.401 

1,567,206 
136.247 

1.703.453 

498,508 

458,012 
74,918 

64,778 
24,861 

(627.129) 

$493.948 

The City’s investment in capital assets of $495.0 million decreased by $3.5 million 
compared to the previous fiscal year. The City’s restricted net assets totaling $429.4 
million represents resources that are subject to external restrictions on how they may be 
used. The remaining negative balance in unrestricted net assets of $404.5 million is 
primarily attributed to (1) funds earmarked for restricted purposes for which 
corresponding assets have not been created, and (2) allowances for doubtful accounts in 
grants and notes and loans receivables. 



Governmental activities. The City's net assets increased by $25.9 million compared to a 
restated net deficit of $23.8 million for the prior fiscal year. The key elements of this 
increase are explained below. 

Changes in Net Assets 
June 30,2003 
(In Thousands) 

Revenues: 
Program revenues: 

Charges for services 
Operatmg grants and 

coninhutions 
Capital grants and contributions 

General revenues: 
Propee  taxes 
State taxes 
Local taxes 
Interest and inveslment 

income 
Other 

TOTAL REVENUES 

Expenses: 
General government 
Public safety 
Life enrichment 
Community & economic 

development 
Public works 
Interest on long-term debt 
Sewer 
Parks and recreation 

TOTAL EXPENSES 

Change in net assets before 

Transfers 
Change in net assets 

transfers 

Governmental 
Activities 

$ 96,287 

79,784 
9,262 

202,297 
79,444 

199,720 

40,043 
64.414 
771.251 

95,671 
302,273 
105,133 

110,400 
83,548 
56,072 
- 
- - 

753.097 

18,154 
629 

18,783 
Net assets at beginning of year, as restated 

NET ASSETS AT END OF YEAR 
395.038 
s!LLu?d 

Business-type 2003 2002 
Activities 

$ 19,486 

19 
- 

- 
- 
- 

199 
6.082 

25.786 

- 
- 
- 

- 
- 
- 

17,960 
68 

18.028 

7,758 

7,129 
98.910 

(629) 

w 

Total Total 

$ 115,773 $ 107,647 

79,803 63,254 
9,262 10,553 

202,297 172,029 
79,444 68,603 

199,720 160,729 

40,242 36,473 
70.496 68.774 

797.037 688.062 

95,671 80,170 
302,273 250,503 
105,133 99,223 

110,400 120,491 
83,548 72,639 
56,072 72,924 
17,960 15,848 

68 94 

771.125 711.892 

25,912 (23,830) 

25,912 (23,830) 
493.948 517.778 

- - 

$519.860 

0 " 



kpenses and Program Revenues 
Governmental Activities 

350,000 I I 

300,000 

250,000 
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Revenues by Sources 
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The primary increase in net assets of $25.9 million in governmental activities 
compared to a restated deficit in net assets of $23.8 million as of June 30, 2002, is 
attributed to double digit increases in all major general revenues categories as a result 
of improved economic conditions and the downsizing of the City’s budgetary 
spending of $28.5 million in anticipation of significant budget shortfall at the state 
level. 
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Business-type activities. Business-type activities contributed $7.1 million to the City's 
net assets. Key elements of the contribution ffom Business-type activities are as follows: 

The increase is attributed to steady performance by both enterprise entities to the 
extent that their operating revenues exceeded operating expenses by 32% for the 
twelve months ended June 30, 2003, slightly below the 36% for the previous fiscal 
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year. The 4% decline was due to a 13% increase in sewer expenditures as a result of a 
6% increase in union contracts and higher maintenance costs for the City’s gradually 
upgraded antiquated sewer system. 

Financial Analysis of the Government’s Funds 

Governmental funds. The focus of City’s governmental funds is to provide information 
on near-term inflows, outflows, and balances of spendable resources. Such information is 
useful in assessing the City’s 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. 

As of June 30, 2003, the City’s governmental funds reported combined ending fund 
balances of $660.4 million, an increase of $80.8 million in comparison with the prior 
year. The majority of this amount is committed to fund ongoing approved projects, 
provide for future debt service and reserve the portion of fund balance that is invested in 
property held for resale. 

The general fund is the City’s chief operating fund. At June 30, 2003, its fund balance 
totaling $253.1 million compared to $225.7 million as of June 30,2002, is comprised of 
$38.8 million in unreservedundesignated funds, $214.3 million in reserved funds 
comprised of $198.0 million for debt service, and $16.3 million for outstanding 
encumbrances and approved projects. 

The City’s general fund balance increase of $27.4 million compared to $5.2 million for 
the previous fiscal year, is attributed to actual revenue collections exceeding budgeted 
revenues by $42.9 million and general fund expenditures were $21.1 million under the 
final approved appropriations. Double digit increases in program revenues: property taxes 
21%; state taxes 16%; local taxes 26%; interest and investment income 10%; and other 
revenues 11%; all contributed to the increase in fund balance. These increases in 
revenues were offset by deficit spending of $12.6 million due to police overtime costs 
and CEDA project cost overruns of $2.5 million. 

At June 30, 2003, the Federalistate Grant Fund ended with a negative fund balance of 
$22.1 million compared to a negative fund balance of $21.8 million for the previous 
fiscal year. The negative fund balance is due to City advances to pay for grant activities 
for which the City had recognized grants receivables but deferred revenues for billings to 
be reimbursed by the grantor agencies. 

The Oakland Redevelopinent Agency Capital Project Fund had a fund balance of $222.9 
million as of June 30, 2003, which represented an increase of 48% over the prior fiscal 
year. The illcrease of $72.6 million was primarily related to the net increase represented 
by: (1) a 17% ($7.1 million) increase in property tax increment collections attributed to 
improved property valuations in the redevelopment project areas; (2) a one-time increase 
of 90% ($3.2 ndlion) from a gain on the sale of Agency land; and (3) an infusion of 
$25.0 million in new capital project funds as a result of rehnding certain Agency tax 
allocation bond issues. The combined fund balances of $222.9 million is distributed as 
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follows: 60% for the Central District Project area; 14% for the Low Moderate Housing 
Project area; 14% for the Coliseum Project area; and 11% for other Redevelopment 
Project areas. 

Proprietary funds. The City’s proprietary funds provide the same type of information 
found in the government-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 $109.7 
million as of June 30, 2003, compared to $103.2 for the previous fiscal year. During the 
fiscal year, the City invested an additional $6.5 million in sewer system capital assets, net 
of depreciation. The majority of the $6.5 million invested in the sewer system comprised 
of projects declared completed and placed in service. 

City of Oakland 
Summary of Revenues, Expenses and Changes in Fund Net Assets 

Business-Type Activities - Enterprise Funds 
June 30,2003 
(In Thousands) 

Net Non- 
Operating Changes 

Operating Operating Operating Revenues Interfund in Net 
Revenues Expenses Income pxpenses) Transfers Assets 

Sewer $ 19,364 $ 17,442 $ 1,922 $ (499) $ (629) $ 794 
Parks and Recreation 6.204- 68 6.136- 199 - - 6.335 
TOTAL ~ ~ ~ ~ $ 0 ~  

General Fund Budgetary Highlights 

Differences between the original and the final amended expenditure budget totaling $18.5 
million were due primarily to continuing appropriations for various City agencies to 
cover multi-year projects, capital improvement projects, and other projects authorized by 
City policies and regulations. 

Total general fund actual expenditures compared to the final amended expenditure budget 
showed savings of $21.1 million for the year ended June 30, 2003, compared to $15.8 
million for the previous fiscal year. The majority of these savings were attributable to 
approved projects that are to be completed in the new fiscal year in the following 
agencies: (1) Parks and Recreation - $2.8 million; (2) Office of Information Technology - 
$2.4 million; (3) Public Works - $4.5 million; and (4) Other Projects - $20.6 million. 
Significant negative variances, however, occurred in public safety (Police & Fire) 
totaling $9.2 million that were due to personnel overtime costs. 

Actual revenues compared to the final amended generai fund budget exceeded 
projections by $38.9 million, compared to $29.6 inillion for previous fiscal year for an 
increase of 30%. The majority of this increase was due to improved collections in 



property taxes 18%, state taxes 16%, local taxes 24%, interest and investment income 
10%. and other revenues 11%. 

Debt Administration 

At the end of the current fiscal year, the City’s debt limit (3.75% of $21.3 billion property 
valuation net of exemptions subject to taxation) was $798.1 million. The total mount  of 
debt applicable to the debt limit was $167.4 million, net of certain assets in other non- 
major governmental funds, and other deductions allowed by law. The resulting legal debt 
margin was $630.8 million. 

The City of Oakland’s underlying ratings for its general obligation bonds as of June 30, 
2003, were as follows: 

Standard and Poor’s Corporation A+ 
Moody’s Investors Services, Inc. A1 
Fitch, JBCA, Inc. A+ 

As of June 30,2003, the City had total long-term obligations outstanding of $1.63 billion 
compared to $1.57 billion outstanding for the prior fiscal year, an increase of 4%. Of thx 
amount, $167.4 million is general obligation bonds backed by the full faith and credit of 
the City. The remaining $1.46 billion is comprised of various long term debt instruments 
listed below including accruals of year-end estimates for other long term liabilities. 

General obligation bonds 
Tax allocation bonds 
Certificates of participadon 
Lease revenue bonds 
Pension obligation bonds 
Special assessment debt 

with government 
commitment 

Sewer-notes payable 
Less: Defend amounts 

Bond issuance prenuums 
Bond refunding loss 

Total bonds payable 
Notes payable 
Other long-temi obligations 
TOTAL OUTSTANDING 
DEBT 

Outstanding Debt 
June 30,2003 
(In Thousands) 

Governmental Activities Business-type Activities Total 
2003 zoo2 zoo3 zoo2 3003 t a m  

$ 167,350 $ 133,295 $ - $ -  $ 167,350 $ 133,295 
246,660 220,490 - - 246,660 220,490 
63,631 67,346 - - 63,631 67,346 

382,645 399,675 - - 382,645 399,675 
442,592 435,686 - - 442,592 435,686 

8,463 8,870, - - 8,463 8,870 
- - 7,045 7,663 7,045 7,663 

- 12,366 768 

1,303,783 1,246,249 7,045 7,663 1,310,828 1,253,912 
49,448 52,283 - - 49,448 52,283 

270,324 266.907 __ - __ - 270.324 266.907 

12,366 768 - 
(30.7501 (19.8811 - - (19.924) (19.8811 __ __ 

? ! L J 2 u s . ~ ~ ~ n . s 7 3 . I o z  

The City’s overall total long term obligations increased by $57.5 million compared to 
fiscal year 2002. The increase is primarily attributable to bond refunding for the Oakland 



Redevelopment Agency and new bonds issued for Measure G as detailed below offset by 
scheduled principal payments. The notes payable and other long term obligations 
increased basically because of the additional amounts provided for compensated 
absences, workers’ compensation, and estimated claims payable for fiscal year 2003. 

On January 7, 2003, the Oakland Redevelopment Agency refunded outstanding Central 
District Redevelopment Project Area bonds for: (1) Subordinated Tax Allocation 
Refunding Bonds, Series 1992A, (2) Subordinated Tax Allocation Bonds, Series 1993A, 
and (3) Subordinated Tax Allocation Bonds, Series 1995A. Also included in the 
refunding was the Coliseum Redevelopment Project Area Tax Allocation Bonds series, 
1989A. The refunding was to provide financing for the acquisition and construction in 
these two redevelopment areas, to retire the principal amounts outstanding on the old 
bond issues, to fund a debt service account, and to pay for bond issuance costs. The 
refunding yielded new project funds of approximately $25 million. 

On March 5, 2002, the electorate authorized through Measure G the issuance of $59 
million in general obligation bonds. The purpose of the bonds is to acquire, renovate, 
improve, construct, and finance existing and additional educational facilities for the 
Oakland Museum of California, the Oakland Zoo, and the Chabot Space & Science 
Center. On November 6, 2002, the City issued the first Measure G General Obligation 
Bonds, Series 2002A in the amount of $38 million with interest rates ranging from 3.75% 
to 5.00%. The Oakland Zoo will expend 40% of the proceeds for architectural and 
structural improvements to its landmark building, enhancing visitor access, and 
increasing the educational facilities. The Chabot Science and Space Center will expend 
20% of the proceeds on the acquisition and the construction of a new education facility 
and expanded observation deck space. The balance of the proceeds will be used for bond 
issuance costs and other projects authorized under Measure G. 

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

Economic Factors and Next Year’s Budgets and Tax Rates 

The City of Oakland’s unemployment rate was 5.9% in January 2004, up from a 
revised 5.7% in December 2002. This compares with an unemployment rate of 6.1% 
for California and 5.6% for the nation during the same period. 

The increase in the Consumer Price Index for the Bay Area was 1.8% in 2003 
compared to 1.6% in 2002. 

Oakland’s vacancy rate for class A and B office space was 13.83% for the 2003 
fourth quarter compared to 15.75% for the 2002 fourth quarter. While its vacancy rate 
dropped by 12% in 2003 due to the relocation of several industries in Oakland, its 
vacancy rate of 13.83% compared favorably against the City of San Francisco afid the 
Silicon Valley whose 2002 fourth quarter vacancy rates were 20.60% and 17.63%, 
respectively. 



For the 2003 fourth quarter, the average rental rate range per square foot for the City 
ranged from $1.05 to $2.66 compared to $2.25 for San Francisco and $2.52 for the 
Silicon Valley. 

Increases in expenditures due to new union contracts, CalPers pension rates, and 
healthcare costs have been factored into the City’s Fiscal Year 2003-04 budget 
without raising or imposing new taxes. 

Requests for Information 

This financial report is designed to provide a general overview of the City of Oakland’s 
finances for all those with an interest in the City’s fiscal and economic affairs. Questions 
concerning any of the information provided in this report or requests for additional 
financial information should be addressed to the Finance and Management Agency, 
Accounting Division, City of Oakland, 150 Frank H. Ogawa Plaza, Suite 6353; Oakland, 
California 94612-2093. 
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CITY OF OAKLAND 
Statement of Activities 

For the Year Ended June 30,2003 
(In Thousands) 

.- 

f""Cli0"*IP,ograrnr 

PRIMARY GOVCiUYMEhT 
Gavcmm~nlrl1ctivilie9: 

Genrrli govern,":"< 
Pubticrlfcly 
Lifc cnrichmcnt 
Camunity and rconamic dcwiopmenl 
Public works 
lnfcrcrl on imnglerm debt 

TOTAL GOVERhlb4ENIAL ACTIVITIES 

D"ri"eir.tyQe zc,i"i,it3: 
S C W U  

Parks and rcCrLillbn 

TOTAL BUSINESS-TYPE ACTMTIES 
TOTAL PRIMARY GOVERNMENT 

conmmrn u ~ i i  
Pan orOakland 

Eipenses 

I 95,671 
302,273 
105,133 
i i0 .400 
83,548 
2 
753,097 

17,960 
68  

L8,028 

I 239,718 

Nel (Expenre) Revenue and 
Pmgram Revenues Changes in Nel Assets Componenl Unit 

Primary Government operating Capital 
Charger Foc Gmnls end Granls and Governmental Business-type POn 

of Oakland 
~~ 

service CO"ttib"Li0"P COnBlbUllons ACliYitieS Aclivilie~ Total 

I 27.946 
15,489 
4.355 

21,599 
26.898 

S 590 s -  
22.829 2,022 
22.232 157 
26.929 7,083 

9,162 

7.204 

~ __ 
~ 

19 

19 
- __ 

__ 

I 12,877 

Fcncrnl re"e"llU: 
Propsm/tsxer 
S m r  t U I S  

Local taxer 
Lntcrcst and iny~smcnt income 
Othu 

Trlnlfsrr 
TOTALGENERALREVENUES AND TRANSFERS 

NET ASSETS . BEGWING (8s mifnfrd .Note 20) 
NET ASSETS. ENDING 

Change in net I*ICU 

I (67 ,135)  s -  S (67.135) 
(279.5801 (179,580) 

(75,927) (75,927) 
(66,412) (66,412) 
(22,638) (22,638) 

(16p72) a 
(567.766) 

~ 

__ 

1,423 1,423 
54 54 - 
2 1,477 

~ 

(567.766) 3 

202.297 
79,144 

199,720 
10.013 
64,414 

629 

18.781 a 
1413,821 

202.291 
19,444 

199,720 
199 40.211 6.939 

6,082 70,496 16.174 
3 
2 592.199 2 
3 * 616.866 
SLO6.039 15L9,860 s719.050 

__ ~ 

7.129 25.912 42.184 

~ - 
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CITY OF OAKLAND 
Balance Sheet 

Governmental Funds 
June 30,2003 
(In Thousands) 

Oakland Other Total 
FederallState Redevelopment Governmental Governmental 

General Grant Fund Agency Funds Funds 

ASSETS 
Carh and invesmmts 
Receivables (net of allowance for 
uncallectibler aiS6,529) 

Accrued interest 
Property me.5 
Accoum rcccivable 
Grants receivable 

Due toom Oompanent unit 
Due fmm other funds 
Due froam other g~vemments 
Notcr andloans r-ivablc (net 

Rerlriictedcash and investmcnrs 
Pmpcrty held for resale 
Other 

afallowwce for uncoliectibles ofs6l,l74) 

TOTAL ASSETS 

LIABILITIES AND N N D  BALANCES 
Liabilities 

Accounts payablc and accrued liabilities 
Due to other funds 
Deferred w m u c  
Matured bonds and interest payable 
Othn 

TOTAL LIAEILITIES 

Fund balancer 
Re3 WJed: 

Encvmtaances 
Projects 
Debt sewice 
Property held iai male 

General fund 
Special revenue funds 
Capital project funds 

TOTAL FUND BALANCES 

U n r e w d  (deficit) rcportcd in: 

TOTAL Lmnm AND 

S 38,566 16 16 92,358 $ 61,481 S 142,405 

87 
7.125 

51,391 

234 
688 
229 

37,330 

6,114 

388 
3,209 

378 1.087 
15,780 
53,698 

~~ 

4,758 
2,018 60 

37.330 
11,377 
87,652 

i.088 
6,553 

12,465 
102,965 2,646 

1,123 1,123 

40,516 
9,250 

61,651 
57,290 
71,925 

7,085 
157,903 

467 
16 241,731 - 

124,286 
420,478 
71,925 

15,034 
196,035 

2 24 
s 94385 
__ 
L 

__ 
S 290,650 - 

526 
S 1,034,068 

$ 95433 

57,483 
45 1 

s 8,125 

83,379 
24,959 

$ 5,034 
36,129 
59,732 

S 7,468 
15,818 
10,769 

520 
757 

35,332 

S 113,060 
77.357 

211;363 
520 

4,904 3,817 
154,184 

330 
IoI,zi15 

- 
116,463 407,204 

3,227 
13,032 

11,098 
77,846 

7,812 
120.633 

22,137 
327.020 115,509 

71,925 
198,058 70,562 268;620 

71,925 

38,801 38,801 
(108,238) 

626,864 
6,599 

( I  I1.022) 2.784 
1,991 
189.425 

,~ 
4,608 

206,399 
- 

253,118 

FUND BALANCES L 16 290,650 s241,731 16 1,034,068 16 407 302 - 16 94,385 - 

The notes 10 the baiic financial smtemens are an integral pan ofthis statement. 
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CITY OF OAKLAND 
Reconciliation of the Governmental Funds Balance Sheet to the 

Statement of Net Assets for Governmental Activities 
June 30,2003 
(In Thousands) 

Fund balances - total governmental funds $ 626,864 

Amounts reported for govemniental activities in the statement of net 
assets are different because: 

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

Bond issuance costs are expended in the governmental hnds when paid 
and are capitalized and amortized over the life of the corresponding bonds 
for the purposes of the governmental activities on the statement of net assets. 

Net pension asset is recognized in 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. 

Interest on long-term debt is not accrued in the funds, but rather is recognized 
as an expenditure when due. 

Because the focus of governmental funds is on short-term financing, 
some assets will not be available to pay for current period expenditures. 
Those assets are offset by deferred revenue in the governmental funds. 

Long term liabilities, including bonds payable, are not due and 
payable in the current period and, therefore, are not reported in the 
governmental funds. 

Internal service funds are used by the City to charge the costs of 
providing supplies and services such as printing, reproduction, and 
mailing services, fleet and facilities management, and use of radio 
and communication equipment to individual funds. Assets and 
liablilties of internal service funds are included in governmental 
activities in the statement of net assets. 

NET ASSETS OF GOVERNMENTAL. ACTNITIES 

799,503 

7,087 

387,737 

(12,508) 

193,964 

(1,596,001) 

7,175 

$ 413,821 

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 
Year Ended June 30,2003 

(In Thousands) 

Oakland 
Redevelopment 

A g W "  

Other 
Governmental 

Funds 

Total 
G~vernmental 

Funds 
FederallSlale 

Grant Fund General 

I 114,742 

38.162 
24,259 

42,020 
46.581 
42.088 
10,863 
8342 

10,814 
13.014 
18.543 
16,996 
51,708 

1.794 
15,851 
17,927 

1,329 

7.517 
7.621 
1.055 
1,7U 

3.779 
258 

6,425 
14,544 

157.745 
80,823 

629 
14,201 
9,846 
6,862 
3.086 
1,352 
1.550 

26,101 
23261 
18,822 

1.275 

1.193 

63 
391.660 

82.011 

8.426 
6.679 

(6Liiii 

27,385 
225,733 

S253.118 - 

I S48.315 S 30.681 

10,636 

3,521 

s 193,738 

48,798 
24,259 
6.387 

42.020 
46.581 
42,088 
10.863 
8,242 
5.359 

10,824 
13,098 
20,645 
40,619 
65,324 
72,483 
15.851 

2,866 

5.359 

24 
1.409 
9.876 
5.525 
4,581 

693 
2,487 

414 
11,260 
1.677 

66,108 

3 
81043 

1.424 
11,676 

27,749 
a 

54:176 
721,355 

115 
851 

2.861 
2.413 

44 
126 

I A44 
860 

10,473 
10,081 
1,099 
1,849 

3,779 
258 

9,522 
17,015 

166366 
88,154 

660 
18,556 
17.096 
7,561 
8,524 

19.216 
1.753 

122,715 

9 
95 
47 

3,097 
2,168 
1.305 
6,795 

313 
7.216 

536 

31 
167 

6,729 

3973 
17.023 

63 

14.188 
521 
699 

1,465 
841 
140 

14,093 
24,458 
9,383 

12,862 

37,938 
826 

17.231 
3,139 
8,447 

12.919 

54.690 

9,713 
3,386 
2 
3 

a 
155.317 

( I  10.826) 

~ 

M.491 
39.082 

150,343 

51.458 
36,652 
27.056 

1,512 

1.108 

91.158 __ 
(9.155) 

8.895 

50,356 
4.212 

u.ss1 
181,141 

55,020 
741.6415 

202.765 
(110.826) 

8.569 

38.553 

143 
79,144 

101.l37 
80.847 

546.017 

S626.864 

:7s.J!5) 

- 

72.465 
- 

8,895 

(2601 

'6078) 

14,640 
19 1,759 
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CITY OF OAKLAND 
Reconciliation of the Statement of Revenues, Expenditures, 

and Changes in Fund Balances of Governmental Funds tS the 
Statement of Activities of Governmental Activities 

Year Ended June 30,2003 
(In Thousands) 

Net change in fund balances - total govenunental funds 

Amounts reported for governmental activities in Uie statenienl of activities are differail because: 

$ 80,847 

Government funds repoli capital outlays as expendiNres. However, i n  the statement of 
activities the cost ofdlose assets is allocated over their estimated useful lives and 
reported as depreciation expense. This is the amount by whicli capilal outlay exceeded 
depreciation in Uic current period. 

P m p e q  tax revcnucs in the statement of activities that do not provide current 
financial resources are not reporled as revenues iii the funds. 

Revenues (hat do not provide current fmncial resources are not reported as revenues 
in the funds. This represents the change in deferred amounts during the current period. 

Some expenses reported in the statement of activities do not require the use of current financial 
resources and thaefore are not reported as expendiixes in the governmental funds. 

Amortization of pension assets reported in tlie statement of activities does not require ?he use of 
current financial resources and therefore is not reported as expendiNres in (he governmental funds 

Some expendiNres reported in the governmental funds p m i n  to the establishment afdeferred 
revenue u) offset long-tempass through loam when the loan funds are disbursed, thaeby reducing fund 
balance. In the government-wide statements, however, the issuance of long-termpass thmngh 
loans does not affect the statement of activities. 

Bond issuance costs are expended in govemenhl funds when paid, and are defend  
and amortized over the life of the corresponding bonds for purposes of the statement of 
net assets. This is the amount by which current year bond issuance costs exceeded 
amortization expense in the current period. 

The issuance of l o n g - m  debt provides current clnancal ~esou~tes to governmental 
funds, while the repayment ofthe principal of long-term debt and the advance refunding 
of deb1 consume the current financial resources of governmental funds. These 
Wnsactions, however, have no effect an net assets. This is the amount by which 
bond proceeds exceeded principal retirement and payment to escrow agent in the current 
period. 

Principal payments 
Payment u) escrow agent for refunded debt 
Issuance ofbonds and notes 

Difference 

Amortization of bond premium 

Amortization of refunding loss 

Addilional accrued and accreled interest calculated on bonds and notes payable 

Tlie net loss of cwtain activities of internal semice funds is reporied with governmental 
activities. 

Operating loss 
Interest income 
Interest expense 
Grants receivable 
Othcr rcvcnue 

Total 

CHANGE IN NET ASSETS OF GOVERNMENTAL ACTNITIES 

4,321 

8,559 

32,768 

(52,255) 

(5,896) 

11,492 

3,647 

50,356 
110,826 

(202,765) 
(41,583) 

581 

(2,434) 

(12,568) 

(8,054) 
358 

(1,698) 
405 
293 

(8,696) 

$ 18.783 

'The notes la the basic financial stalemenu are an integral part of this StatemenL 
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CITY OF OAKLAND 
Statement of Net Assets 

Proprietary Funds 
June 30,2003 
(In Thousands) 

ASSETS 
Cumnt  Assets: 

Cash and invesments 
Accounts receivables (net of uncoiletibles of $506 and 
$355 for the enterprise funds and internal service funds, respectively): 
hvcntories 
Reshcted cash and investments 

Total current assels 

Noncurrent Asscts: 
CaPltal assets: 

Land and other assets not being depreciated 
Facilities and equipment, ncl of depnciaiion 

Total noncurrmt assets 

TOTAL ASSETS 

LIABILITIES 
Cumnt  Liabilities: 

Accounts payable and accrued liabilities 
Due to other funds 
Deforcd revenue 
Bonds, noks and otherpayabler, net 

Total current liabilities 

Noncurrent Liabilities: 

Total noncurrent liabilities 
TOTAL LIABILITIES 

NET ASSETS (DEFICIT) 

Bonds, notes and other payablcr, net 

Invcstcd in capital assets, net ofrelated debt 
Unrestricted (deficit) 

TOTALNET ASSETS 

Business-type Activities - Enterprise Funds 

Sewer 
Service 

1 6 -  

1,467 

~ 

1,467 

2,045 
112,461 
114,506 
115,973 

1,041 
8,468 

200 
684 

10,393 

6,361 
6 361 

16,754 
A 

107,461 

$ 99,219 
(8,242) 

- 

Parks and  
Recreation Total 

$4.57 I $ 4,571 

28 1,495 

~ __ 
4,599 6,066 

218 2,263 
2,003 114,464 
2221 116,727 
6,820 122,793 

- 

1,041 
8,468 

200 
684 

__ 10,393 
__ 

6 361 
6,361 

__ 16,754 

- I 
- 

2,221 109,682 
4,599 0) - $6,820 s106,039 

Governmental 
Aclivilies 

lnternai 
Service 
Funds 

$ 3,179 

139 
1,020 

15,664 
20,002 

310 

30,396 
50,398 

30,086 

1,287 
14,241 

5,384 
20,912 

22,311 
22,3 11 

43,223 

20,085 

$ 7,175 
(12,910) 

- 

Thenotes to the basic financial stat~ments are an integral part of this statcmmt. 
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CITY OF OAKLAND 
Notes to Basic Financial Statements 

June 30,2003 - l__ ~ 

(1) ORGANIZATION AND DEFINITION OF REPORTING ENTITY 

The City of Oakland, California, (the City or Primary Government) was incorporated on May 
25, 1854, by the State of Califoniia and is organized and exists under and pursuant to the 
provisions of State law. The MayoriCouncil fonii of govennnent was established in November 
1998 through Charter amendment. The legislative authority is vested in the City Council and 
the executive authority is vested in the Mayor with administrative authority resting with the 
City Manager. 

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 Government within the governmental activities column in the 
government-wide financial statenients and governmental funds in the fund financial statements. 
The Port of Oakland (Port) is the City’s only discretely presented component unit and is 
reported in a separate column in the government-wide financial statements to emphasize that it 
possesses characteristics that it is legally separate fiom the City. Although the Port has a 
significant relationship with the City, the entity 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 restoring existing properties. The 
Oakland 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. It is 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 Califonlia and is composed of the City and the Agency. JPFA transactions are reported 
in other govemmental funds. Related debt is included in the long-term obligations of the City 
in the governmental activities column of the government-wide statement of net assets. 



CITY OF OAKLAND 
Notes to Basic Financial Statements, continued 

June 30,2003 - - 

Discretely Presented Component Unit 

The Port is a legally separate component unit established in 1927 by the City. Operations 
include the Oakland International Airport; the Port of Oakland Marine Terminal Facilities; and 
commercial real estate which includes Oakland Portside Associates (OPA), a California limited 
partnership, and the Port of Oakland Public Benefit Corporation (Port-PBC), a nonprofit 
benefit corporation. 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 funds. The Port is presented 
in a separate column in the government-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 
Oakland, CA 94612-2093 

(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. Governmental 
activities, which are normally supported by taxes and intergovernmental revenues, are reported 
separately from business-type activities, whch rely to a significant extent on fees and charges 
for support. Likewise, the Primary Government is reported separately fiom the Port, a legally 
separate component unit for which the Primary Government is financially accountable. 

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 no; properly included among program revenues are repofled instead as 
general revenues. 














































































































































































































































