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INDEPENDENT AUDITOR’S REPORT

To the Honorable Mayor and Members of the City Council
City of Oakland, California

Report on the Financial Schedule

We have audited the accompanying budgetary comparison schedule of the City of Qakland’s (City) Measure C —
Oakland Hotel Tax (Measure C), a fund of the City, for the year ended June 30, 2019, and the related notes to the
budgetary comparison schedule, which collectively comprise the financial schedule as listed in the table of
contents.

Management’s Responsibility for the Financial Schedule

Management is responsible for the preparation and fair presentation of the financial schedule in accordance with
accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of the
financial schedule that is free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial schedule based on our audit. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government 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 schedule is free from material misstatement.

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

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

WILLIAMS, ADLEY & COMPANY-CA, LLP

Certified Public Accountants / Management Consultants

7677 Oakport Street, Suite 1000 ¢ Oakland, CA 94621 « (510) 893-8114 o Fax: (510) 893-2603
http://wacllp.com
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Opinion

In our opinion, the financial schedule referred to above presents fairly, in all material respects, the revenues and
expenditures of Measure C for the year ended June 30, 2019, in conformity with the basis of accounting
described in Note B.

Emphasis of Matter

The financial schedule was prepared to present the total revenue and expenditure of the Measure C fund as
described in Note B, and do not purport to, and do not, present fairly the changes in the City’s financial position
for the year ended June 30, 2019 in conformity with accounting principles generally accepted in the United States
of America.

Other Matters
Other Information

Our audit was conducted for the purpose of forming an opinion on the financial schedule as a whole. The Status
Report on the Use of Measure C Funds is presented for purposes of additional analysis and is not a required part
of the financial schedule.

The Status Report on the Use of Measure C Funds information has not been subjected to the auditing procedures
applied in the audit of the financial schedule and, accordingly, we do not express an opinion or provide any
assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 19, 2019,
on our consideration of the City’s internal control over financial reporting as it pertains to Measure C — Qakland
Hotel Tax 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 solely 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 the effectiveness of the City’s
internal control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the City’s internal control over financial
reporting and compliance. :

TE ) (4'
bilaws, Aty s Copong-4, 1f

November 19, 2019



CITY OF OAKLAND
Measure C - Qakland Hotel Tax
(A Fund of the City of Oakland)
Budgetary Comparison Schedule

Year Ended June 30, 2019
Actual Positi-ve
Original Final (Budgetary (Negative)
Budget Budget Basis) Variance
Revenues:
Transient occupancy tax surcharge
Oakland Convention and Visitors Bureau $ 3,410,509 § 3,410,509 $ 3,539,163 128,654
Oakland Zoo 852,627 852,627 885,617 32,990
Oakland Museum of California 852,627 852,627 885,617 32,990
Chabot Space and Science Center 852,627 852,627 885,452 32,825
Cultural Art Programs and Festivals 852,628 920,661 885,617 (35,044)
Total Revenue 6,821,018 6,889,051 7,081,466 192,415
Expenditures:
Oakland Convention and Visitors Bureau 3,410,509 3,410,509 3,231,563 178,946
Oakland Zoo 852,627 852,627 808,044 43,983
Oakland Museum of California 852,627 852,627 808,644 43,983
Chabot Space and Science Center 852,627 852,627 808,644 43983
Cultural Art Programs and Festivals 852,628 1,175,960 068,746 207,214
Total Expenditures 6,821,018 7,144 350 6,626,241 518,109
Change in fund balance, on a budgetary basis g - $ (255,299) 455.225 710.524
Items not budgeted:
Investment income 23,235
Change in fund balance, on a GAAP basis 478,460
Fund balance, beginning of year 321,488
Fund balance, end of year $ 799,948

The notes to the budgetary comparison schedule are an integral part of this schedule.



CITY OF OAKLAND
Measure C - Oakland Hotel Tax
(A Fund of the City of Oakland)
Notes to Budgetary Comparison Schedule
Year Ended June 30, 2019

NOTE A — DESCRIPTION OF REPORTING ENTITY

The Oakland City Council (City Council) approved Resolution No. 81855 on March 17, 2009 submitting the
Measure C — Oakland Hotel Tax (Measure C) to the electors at the July 21, 2009 general election approving,
adopting, and levying an additional transient occupancy tax for Measure C. The voters of the City of Oakland
(City) approved Measure C in July 2009.

Measure C increases the transient occupancy tax from 11% to 14%. Revenue from the additional transient
occupancy tax is allocated to the following programs as described. Unused funds are carried forward to be used in
future years.

Oakland Convention and Visitors Bureau 50.0%
QOakland Zoo 12.5%
Oakland Museum of California 12.5%
Chabot Space and Science Center 12.5%
Cultural Arts Programs and Festivals 12.5%

The transient occupancy tax is considered a debt owed by a transient to the City that can be extinguished only by
payment of the tax to the operator of the hotel at the time the rent is paid. If the rent is paid in installments, a
proportionate share of the transient occupancy tax shall be due upon the transient’s ceasing to occupy space in the
hotel.

Measure C funds the following activities:

1. The Oakland Convention and Visitors Burecau (CVB) promotes the Oakland Convention Center to
convention customers and the City to visitors. The incremental Measure C revenue allows the CVB to market
the City as a destination for visitors, develop and promote a branding strategy, and promote the Oakland
Convention Center to the travel trades to generate additional sales for the convention business.

2. The Oakland Zoo (Zoo) draws approximately 600,000 visitors per year. The Zoo provides the Zoo-to-
Community outreach program, which serves the Oakland Unified School District with free programs targeted
exclusively to lower economic levels of the community such as Head Start and California Early Childhood
Development Centers.

3. The Oakland Museum of California (Museum) presents and interprets the art, history, and natural
environment of the state of California and it has the most comprehensive collection of objects, artifacts, and
art work related to the development of California. The incremental Measure C revenue allows the Museum to
fund additional programs and exhibits that were reduced or eliminated in recent years due to budget
reductions.

4. The Chabot Space and Science Center (Center) is a world class space and science center for residents and
visitors of the City. The incremental Measure C revenue enables the Center to continue to provide important
programs such as the Discovery Lab, Techbridge, the Challenger Learning Center, Micronauts, Galaxy
Explorers, Summer Camps and Scout Groups.

5. The City’s Cultural Arts Programs and Festivals (Program) was established to fund cultural arts programs
and festivals in Oakland to draw Oakland residents and visitors to venues citywide, adding vibrancy, fueling
community revitalization and creating jobs. The incremental Measure C revenue allows the City to continue
to fund programs and festivals through the Cultural Funding Program and the Art and Soul Festival Program
managed by the Cultural Arts and Marketing Division of the Economic and Workforce Development (EWD).



CITY OF OAKLAND
Measure C - Oakland Hotel Tax
(A Fund of the City of Oakland)
Notes to Budgetary Comparison Schedule
Year Ended June 30, 2019

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The accompanying budgetary comparison schedule presents only the revenues and expenditures of the Measure C
activities and does not purport to, and does not present fairly the changes in the City’s financial position for the
year ended June 30, 2019 in conformity with accounting principles generally accepted in the United States of
America.

A special revenue fund (governmental fund) is used to account for the City’s Measure C activities. The
measurement focus is based upon the determination of changes in financial position rather than upon the
determination of net income. A special revenue fund is used to account for the proceeds of specific revenue
sources that are legally restricted to expenditures for specified purposes.

Basis of Accounting

In accordance with the provisions of the City Charter, the City adopts an annual budget for the Measure C
activity, which must be approved through a resolution by the City Council. The budget for Measure C is prepared
on a modified accrual basis.

The Measure C activities are reported using the current financial resources measurement focus and the modified
accrual basis of accounting. Revenues are recorded when “susceptible to accrual” (i.e., when they become both
measurable and available). “Measurable” means that the amount of the transaction can be determined and
“available” means that revenues are collected within the current period or soon enough thereafter to pay liabilities
of the current period. Revenues susceptible to accrual include the transient occupancy tax surcharge. The City
considers the transient occupancy tax surcharge revenues to be available for the year levied if they are collected
within 120 days of the end of the current year. Expenditures are recorded when a liability is incurred, as under
accrual accounting.

Use of Estimates

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

NOTE C - BUDGET

Measure C, as approved by the voters in July 2009, requires the adoption of an annual budget, which must be
approved by the City Council. The City budgets annually for the Measure C activities. The budget is prepared on
the modified accrual basis, except that the City does not budget for investment earnings on Measure C
investments.

Budgetary control is maintained at the fund level. Line item reclassification amendments to the budget may be
mitiated and reviewed by the City Council, but approved by the City Administrator. Any shifting of
appropriations between separate funds must be approved by the City Council. Annual appropriations for the
budget lapse at the end of the fiscal year to the extent that they have not been expended. At year-end, unobligated
appropriations may lapse and remain within the authorized program. Supplemental budgetary changes made to
Measure C throughout the year, if any, are reflected in the “final budget” column of the accompanying budgetary
comparison schedule.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Honorable Mayor and Members of the City Council
City of Oakland, California

We have audited, in accordance with the auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States, the budgetary comparison schedule of the City of Oakland’s (City)
Measure C — Oakland Hotel Tax (Measure C), a fund of the City, for the year ended June 30, 2019, and the
related notes to the financial schedule, which collectively comprise the financial schedule, and have issued our
report thereon dated November 19, 2019.

Internal Control over Financial Reporting

In planning and performing our audit of the financial schedule, we considered the City’s internal control over
financial reporting (internal control) as it pertains to Measure C, to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinion on the financial schedule, but not for
the purpose of expressing an opinion on the effectiveness of the City’s internal control. Accordingly, we do not
express an opinion on the effectiveness of the City’s internal control as it pertains to Measure C.

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. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.

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

WILLIAMS, ADLEY & COMPANY-CA, LLP
Certified Public Accountants / Management Consultants
7677 Qakport Street, Suite 1000 = Qakland, CA 94621 = (510) 893-8114 s Fax: (510) 893-2603
http:/fwacllp.com
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City’s Measure C’s financial schedule is free
from 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 schedule amounts. 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 no instances of noncompliance or other matters that are required
to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the City’s internal
control or on compliance as it pertains to Measure C. This report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering the City’s internal control and
compliance as it pertains to Measure C. Accordingly, this communication is not suitable for any other

purpose.

iframs, Ayt Conpmy- oA, L7

Oakland, CA
November 19, 2019



CITY OF OAKLAND
Measure C - Oakland Hotel Tax
(A Fund of the City of Oakland)

Schedule of Findings and Responses
Year Ended June 30, 2019

There were no findings reported in the current year.



CITY OF OAKLAND
Measure C - Oakland Hotel Tax
(A Fund of the City of Oakland)
Status of Prior Year Findings and Recommendations
Year Ended June 30, 2019

Reference Number Measure C Budgetary Comparison Schedule — Finding 2018-001

In fiscal year 17-18, a significant deficiency in the internal controls over

financial reporting for Measure C was noted. The deficiency led to the

inclusion of certain fiscal year 16-17 expenditures in fiscal year 17-18 and
Audit Finding: the exclusion of certain 17-18 expenditures from fiscal year 17-18.

Year in which Finding
Initially Occurred: Fiscal year 17-18

Status of Corrective
Action: Corrective action has been implemented.



SUPPLEMENTARY INFORMATION
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