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RECOMMENDATION

Staff recommends that the City Council accept the Single Audit Report for the year ended June
30, 2014 as issued by Macias Gini & O’Connell LLP (*MGO?”), the City’s external auditor.

OUTCOME

This report is being presented in compliance with the Federal Single Audit Act of 1984 as
amended. This is an informational report only.

\
EXECUTIVE SUMMARY

The Controller’s Bureau is pleased to present to the City Council the attached Single Audit
Report for the year ended June 30, 2014.

The Single Audit Report, mandated by the Federal Single Audit Act of 1984 as amended, was
enacted to simplify the process of auditing Federal grants administered by States, local
governments, and non-profit organizations by combining all Federal grants under one audit
instead of each Federal Agency performing separate audits. The City’s Single Audit Report
includes the basic financial statements, the Schedule of Expenditures of Federal Awards
(“SEFA™), and the supplemental schedules for the State of California Department of Community
Service and Development (“CSD”); Community Service Block Grant (“CSBG™), and the
Alameda County Awards.

The Auditor’s unmodified opinion letters for the report mentioned above declared that the basic
financial statements and the Federal awards contained therein accurately represent the financial
position of the City as of June 30, 2014,
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The Single Audit Report for fiscal year ended June 30, 2014 contains four (4) findings related to
the Federal Award and Questioned Costs. These findings have no adverse impact on the City’s
financial condition, The attached Single Audit Report contains the Auditor’s findings,
recommendations, and the City’s response and corrective action plans as appropriate.

BACKGROUND/LEGISLATIVE HISTORY

The Single Audit Act of 1984 and subsequent amendments were enacted to obtain consistency
and uniformity among Federal agencies for the audit of States, local governments, and non-profit
organizations expending Federal awards. The Single Audit Report is a requirement for entities
that expend $500,000 or more a year in Federal awards and is the primary mechanism used by
Federal agencies to ensure accountability for Federal awards. The Single Audit must be
conducted in accordance with the Government Auditing Standards and the provisions of the U.S,
Office of Management and Budget (OMB) Circular A-133 Compliance Supplement.

As part of the annual audit process, MGO audits the City’s Federal awards programs to ensure
compliance with Federal requirements as specified in the Single Audit Act of 1984 as amended.
Based on the audit, the auditor issues a Single Audit Report toithe City Council. The attached
Single Audit Report contains the auditor’s findings, recommendations, and the City’s response
and corrective action plans as appropriate.

ANALYSIS

Attached for the Finance and Management Committee review is the Single Audit Report
(Attachment A) for the year ended June 30, 2014. The report is discussed briefly below.

Single Audit Report

MGO audited the City’s Federal award programs for the fiscal year ended June 30, 2014, The
audit was conducted in accordance with Generally Accepted Auditing Standards and
Government Auditing Standards. MGO reviewed the City’s internal controls for compliance
requirements applicable to each of its major Federal programs.

The Single Audit Act requires any audit findings and/or questioned cost be incorporated into the
Single Audit Report along with a corrective action plan. The Single Audit Report for fiscal year
ended June 30, 2014 contains four (4} findings as noted on pages 129-136 of the report. Out of
the four (4) findings, Finding 2014-001 — Federal Funding Accountability and Transparency
Act Report for CDBG/Entitlement Grants is considered a material weakness, the rest three (3)
findings are deemed significant deficiencies.
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The auditors identified and tested eight (8) major programs as listed in Table 1 below:

Table 1 : Major Programs Audited for Fiscal Year Ended June 30, 2014

Federal Progranr Name CFDA Na, Tdtal Expenditares
Community Development Block Granis/Entittement Grants 14218 10,087,546
Home Investment Partnership Program 14 239 6,892,772
Housing Opportunities for Persons with AIDS 14.241 3,199,191
Continuum of Care Program 14 267 3,256,037
Public Safety Partnership and Community Policing Grants 16710 5,377,808
Workforce Investment Act (WIA) Cluster 17 258,17 259, 17.278 5,854,967
ARRA-Highway Planning and Censtruction 20 205 6,844,982
Head Start 93.600 18,367,964

Below is a summary of findings and questioned costs for the year ended June 30, 2014, as
well as a Summary of Prior Audit Findings, Fiscal Year Ended June 30, 2013:

1. Finding 2014-001: Federal Funding Accountability and Transparency Act

Reporting (“FFATA”):

Federal Program: Community Development Block Grants / Entitlement Grants

As a prime grantee of Federal awards under the Community Development Block
Grants/Entitlement Grants (CDBG Program), the City is required to comply with the
Federal 'unding Accountability and Transparency Act (FFATA) reporting requirements.
The City’s Department of Housing and Community Development (HCD) did not submit
the required reports for subawards with obligation dates of September 2, 2013 until
November of 2014, As such, the City did not submit the reports by within the prescribed

timeline.

Management Response and Corrective Action:

The City Concurs. FFATA is a new reporting system of which staff was not accustomed
to all the reporting requirements including the dates by the report needs to be completed.
Staff is still in the process of becoming more familiar with the requirements of the
reporting system and will make every effort to meet all the requirements. Staff is in
agreement with the recommendation and will establish a more solid procedure to ensure
future FFATA report submissions completed within the prescribed timeframe.

[tem:
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As a form of public transparency, the City has made available on the website the Annual
Action Plan. The Annual Action Plan provides in detail the names of sub-recipient, the
dollar amount and the project description of all projects funded through grants from the
U. S. Department of Housing and Urban Development (HUD). Also, the City enters the
sub-recipient name, dollar amount, project description of all HUD funded projects into
the Integrated Database and [nformation System (IDIS), HUD Database,

2. Finding 2014-002: Subrecipient Monitoring

Federal Program: Public Safety Partnership and Community Policing Grants

The City entered into a memorandum of understanding (MOU) with the takland Unified
School District (OUSD) to support the Oakland Secondary School Safety Project. During
Phase I1 of the Project, which took place in fiscal year 2014, OUSD was responsible for
procuring and monitoring a contractor to perform the work for the project. The City’s
role with respect to Phase II was that of a fiscal agent. The City would directly pay the
contractor for costs incurred upon receipt of the contractor’s invoices approved by
OUSD.

The MOU expired on August 31, 2010. Although the City continued to monitor QUSD
and the costs incurred under the MOU, the City’s payments to the contractor during fiscal
year 2013-14 were effectively made under an expired MOU,

Management Response and Corrective Action:

The Oakland Poliee Department (OPD) staff will implement the processes listed below to
ensure OPD and the City carefully monitors and appropriately renews the term periods of
contracts and MOU’s when additional costs are anticipated.

¢ Create a MOU log and update the log on a monthly basis, or as changes occur
¢ Create, review, and update grant award checklists on a quarterly basis
e Train and/or re-train staff on grants/project monitoring

3. Finding 2014-003: Period aof Availability Monitoring

Federal Program: Community Development Block Grants / Entitlement Grants

The City incurred expenditures under two(2) grant awards for the CDBG /Entitlement
Grants program, which is administered by HCD. Expenditures in the amount of $57,566
related to award number B-11-MN-06-0005 were incurred after the grant expiration date
of March 9, 2014. The questioned amount consists of $37,296 in personnel and
operations and maintenance (O&M) costs and $20,270 in contract service expenditures.

Item:
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Management Response and Corrective Action:

The grant in question was a special one-time grant with a different fund availability
period from the annual CDBG allocation. The City will reevaluate and strengthen current
procedures and controls over the monitoring of period of availability requirements to
ensure only expenditures incurred within the grant period are charged to the grant award.

4. Finding 2014-004: Subrecipient Monitoring

Federal Program: Community Development Block Grants / Entitlement Grants
The Independent Auditor selected five (5) of 22 subrecipients for the CDBG Grant
Program and noted that the City did not perform monitoring for one(1) subrecipient
during the year. The subrecipient in question was a public agency that administered the
Minor Home Repair Program on the City’s behalf. Services included property
inspections, specification and authorization of repairs, selection of contractors, and
inspection of completed repairs. )

Management Response and Corrective Action:

The subrecipient in question is'a public agency that administered the Minor Home Repair -
Program on the City’s behalf and has had an agreement with the City for years. This
contract is developed and administered by HCD, Residential Lending unit who works

with solely with contractors and considered Alameda County as a contractor instead of a
subrecipient.

The City concurs with the Auditor’s recommendation and will revisit its evaluation
process of whether outside agencies receiving Federal funds from the City are
subrecipients or contractors to ensure the City meets its responsibility for monitoring the
outside agencies’ compliance with applicable requirements.

o
3

Summary of Prior Audit Findings, Year Ended June 30, 2013

1. Finding 2013-001: Performance Report Requirement

Federal Program: Housing Opportunities for Persons with AIDS and Community
Development Block Grants/Entitlement Grants

During the Auditor’s review of the Housing Opportunities for Persons with AIDS
program administered by HCD, the Auditor noted that the City did not submit the
required HUD 60002 reports for the period July 1, 2012 to June 30, 2013.

Item:
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Status of Corrective Action: Not applicable. Due to unanticipated technical problems
with the Section 3 60002 Summary Reporting System, which resulted in a temporary
shutdown in 2014, HUD

indicated grant recipients would not be held in noncompliance for failing to submit the
reports timely and the unavailability of the system should not result in negative audit
findings.

2. Finding 2013-002: Federal Funding Accountability and Transparency Act
Reporting (FFATA)

Federal Program: Community Development Block Grants / Entitlement Grants
The City did not submit the FFATA reports during the year ended June 30, 2013.

Status of Corrective Action: Corrective action was not implemented. See current year
finding 2014-001.

3. Federal Award Finding 2013-003: Period of Availability Monitoring

Federal Program: Cemmunity Development Block Grants / Entitlement Grants

The City incurred expenditures under three(3) grant awards for the Community
Development Block Grants/Entitlement Grants program. Expenditures related to two(2)
of the grants (B-09-MY-06-0013 and B0O8-MN-06-005) were incurred after the grant
expiration dates.

Status of Corrective Action: Corrective action has not been implemented. See current
year finding number 2014-003.

Schedule of Expenditures of Federal Awards (SEFA):

The following is a brief analysis of the schedule of expenditures of Federal awards between
fiscal year (FY) 2014 and FY 2013. As the independent Auditor did not include the Home
Investment Partnership Program — Prior Year Loans in the SEFA for FY2014, to avoid distortion
in compassion, $70.8 million, which represents the Home Investment Partnership Program —
Prior Year Loan included in FY 2013 SEFA was excluded from FY 2013 in Table 2 below.

Table 2; Schedule of Expedditures of Feddral Awards (SEFA)

FY 2013 FY 2014 Decrease % Decrease

Federal Award Expenditure 5 88,861,993 $ 76,282,023 ' ($12,579,970) (14.16%)
Item:
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The major activities of the Federal award expenditures over last fiscal year are as follows:

e $10.3 million decrease in the American Recovery and Reinvestment Act (ARRA) funds
expenditures from $11.6 million to $24,000 due to closeout of ARRA programs.

e $3.2 million decrease in Highway Planning and Construction Program funded by
Department of Transportation.

o $5.6 million decrease in CDBG grants funded by HUD.

¢  $3.0 million increase in various programs run by Oakland Police Department funded by
Department of Justice.

¢  $3.2 million increase in Home Investment Partnership Program - Regular Loans

Independent Auditor’s Report to the Committee

MGO audited the City’s basic financial statements for the fiscal year ended June 30, 2014 in
accordance with generally accepted auditing standards and issued their opinion that the financial
statements were presented fairly in conformity with generally accepted accounting principles.
The financial statements and the independent Auditor’s communication to Council report was
presented to the Finance and Management Committee at its February 10, 2015 meeting and
subsequently accepted by the City Council on February 17, 2015.

During the course of the audit, MGO conducted limited procedures of the City’s internal control
and management practices during the audit of the City’s Comprehensive Annual Financial
Report (CAFR) for the fiscal year ended June 30, 2014. The independent Auditor looked for
material weakness or significant deficiencies that would require immediate disclosure to the City
Council in accordance with generally accepted auditing standards. The independent Auditor’s
report for the City’s FY 2013-14 CAFR submitted to the City Couneil on February 17, 2015 for
the fiscal year ended June 30, 2014 contains no findings.

PUBLIC OUTREACH/INTEREST

This item did not require any additional public outreach other than the required posting on the
City’s website.

COORDINATION

This report was prepared in coordination with various City departments, City Attorney’s Office
and Controller’s Bureau.

COST SUMMARY/IMPLICATIONS

This is an informational report only; there is no fiscal impact.

Item:
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SUSTAINABLE OPPORTUNITIES

Economic: No direct economic opportunities have been identified.
Environmental: No environment opportunities have been identified.
Social Equity: No social equity opportunities have been identified.

/!

For questions regarding this report, please contact Osborn K. Solitei, Director of Finance/
Controller at (510) 238-3809.

Respectfully submitted,

AT~ j_’
OSBORN K. SOLITEI

Director of Finance/ Controller
Finance Department, Controller’s Bureau

Attachments
e Aftachment A: Single Audit Report for the Year Ended June 30, 2014

o Link: http://'www.oaklandnet.com/vovernment/fwawebsite/accounting/CAFR htm
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Independent Auditor’s Report LA/Century Crty

Honorable Mayor and Members Newpart Beach
of the City Council
City of Oakland, California San Drego

Report on the Financial Statements Seatdle
We have audited the accompanying financial statements of the governmental activities, the business-type

activities, the discretely presented component unit, each major fund, and the aggregate remaining fund
information of the City of Qakland, California (City), as of and for the year ended June 30, 2014, and the

related notes to the financial statements, which collectively comprise the City’s basic financial statements

as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
~ accordance with accounting principles generally accepted in the United States of America; this includes the
" design, implementation, and maintenance of internal control televant to the preparation and fair presentation

of financiat statements that are free from material misstatement, whether due to fraud er error, y

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We did not audit
the financial statemtents of thz Oakland Municipal Employees’ Retirement System (OMERS) and the
QOakland Police and Fire Retirement System (PFRS), which collectively represent 57%, 128%, and 23%,
respectively of the assets and deferred outflows of resources, net position, and additions of the aggregate

: remaining fund information as of and for the year ended June 30, 2014. Those statements were audited by
other auditors whose reports thereon have been furnished to us, and our opinions, insofar as they relate to
the amounts included for OMERS and PFRS, are based solely on the reports of the other auditors. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to the financial audits contalned in Government Auditing Siandards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free from material
misstatement. The financial statements of OMERS and PFRS were not audited in aceordance with
Government Auditing Standards.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial staterments 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 fmaneial statfements.

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

www.mgocpa com



Opinions

In our opinion, based on our audit and the reports of other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position 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, as of June 30, 2014, and the respective changes in financial position
and, where applicable, cash flows thereof for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Emphasis of Matter

Changes in Accounting Principles

As discussed in Note 2 to the financial statements, the City adopted the provisions of the following

Governmental Accounting Standards Board (GA SB) Statemenis effective for the year ended June 30, 2014;
e No. 66, Technical Corrections — 2012, an amendment of GASB Statements No 10 and No 62,
«  No. 67, Financial Reporting Jor Pension Plans — an amendment of GASB Statement No. 25, and
*  No. 70, Accounting and Financial Reporting for Nonexchange Financial Guarantees.

Our opinions are not modified with respect to this matter.

Other Matters

Reguired Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, schedules of funding progress, and the budgetary comparison schedule for the
general fund and the other special revenue fund, as listed in the table of contents, be presented to supplement
the basic financial statements. Such information, although not a part of the basic financial statements, is
required by the GASB, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical cantext. We have applied certain
limited procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with management’s
responses 1o our inquiries, the basic financial statements, and other knowledge we obtained during our audit
of the basic financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or provide
any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City’s basic financial statentents, The schedule of expenditures of federal awards, State of
California Department of Community Services and Development suppiemental schedules of revenue and
expenditures, and supplemenial schedule of expenditures of Alameda County awards (collectively referred
to as supplementary schedutes), as required by OMB Circular A-133, the State of California Department of
Community Services and Development, and the County of Alameda, respectively, are presented for
purposes of additional analysis and are not a required part of the basic financial statements.

The supplementary schedules are the responsibility of management and were derived from and relate
directly to the underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applied in the airdit of the basic finaneial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic financial statements or to
the basic financial statements themseives, and other additional procedures in accordance with auditing



standards generally accepted in the United States of America. In our opinion, the supplementary schedules
are fairly stated, in all material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Audinng Standards, we have also issued our report dated
December 12, 2014, on our consideration of the City’s internal control over financial reporting and on our
lests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters, The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the City’s internal control
over financial reporting and compliance.

Macf;ts Gini 6’ O Comel (P

QOakland, California

December 12, 2014, excepl for our report on
the supplementary schedules, for which
the date is February 25, 2015



CITY OF OAKLAND
Management’s Discussion and Analysis (unaudited)
Year Ended June 30, 2014

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, 2014. We encourage readers to consider the information presented here in conjunction with the
additional information contained in the City’s financial statements and related notes and our letter of
transmittal that precedes this section.

FINANCIAL HIGHLIGHTS

The government-wide statement of net position for lhe City’s governmental and business-type activities
indicates that as of June 30, 2014, the total assets and defenied outflows of resources exceeded ils lotal
liabilities and deferred inflows of resources by $1.2 billion compared to $986.8 million at June 30, 2013.

*  $1.0 billion represents the City’s investment in capital assets, less any related outstanding debt used to
acquire those assets (ret investment in capital assets). These capital assets are used to provide services
to citizens and are not available for future spending.

*  $433.1 million represents resources that are subject to restrictions on their use and are available to meet
the City’s ongoing obligations for programs of which $91.0 million are subject to external restrictions
(restricted net position).

*  $274.9 million represents a deficit in unrestricted net position that has primarily resulted from the
underfuhding of the arinual other postemployment benefits cost, issuance of pension obsligation bonds
used to contribute to the Police and Fire Employees’ Retirement System, and other unfunded long-term
liabilities (unrestricted net position).

The City’s tolal itet position increased $191.3 million to $1.2 billion over the year. The positive change in
City’s net position indicates that the financial position af the City is improving.

o $177.9 million increase in net position was derived from governmental activities predominantly from
increases in real estate transfer tax, transient occupancy tax, business license, and program revenues.

« $88.3 million increase is due transfer of excess tax allocation bonds from Oakland Redevelopment
Successor Agency (“ORSA™) to the City. California Department of Finance (“DOF™) approved the
bond expenditure agreement between ORSA and the City to transfer excess tax allocation bond
proceeds to the City. The bond transfer was recorded as a special item in Oakland Redevelopment
Successor Agency’s {(“ORSA™) finarteial statethents. Accordingly, the bond nansfer of ORSA to the
City was recorded as a special item in the City’s governmenial funds and governmental activities. The
components of the special item recorded in the financial statements are discussed in Note 2.

= $13.5 million increase in net position was derived from the Business-type activities, mainly the Sewer
related activities.

The City’s governmental cumulative fund balances increased by 109 percent or $61.5 million to
$623.2 million compared to $561.8 million for the prior fiscal year. This increase ts primarily attributed to
$88.3 million of excess bond transfer from ORSA to the City as approved by DOF recorded in the General
Fund and the Municipal Capital Improvement Fund, which was partially offset by decreases of
$11.4 million in the Municipal Capital Improvement Fund (before special item} and $21.4 million in Other
Governmental Fund Funds.

The City undesignated, uncommitted fund balance met the requirements of the City Council’s 7.5% reserve -
policy based on the total General Purpose Fund expenditures for fiscal year 2014 (See note 12).
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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 components:

¢  Government-wide Financial Statements
¢ Fund Financial Statements
* Notes to the Basic Financial Statements

In addition, this report also contains required and other supplementary information.

J

Government-wide Financial Statements

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

The statement of net position presents information on all of the City’s assets, deferred outflows and
inflows of resources, and liabilities, with the difference between the two reported as net position. 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 statement of activities presents information showing how the City’s net position changed during the
most recent fiscal year. All changes in net position 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.
re

Both of the government-wide financial statements distinguish functions of the City that are principally
supported by taxes and intergovernmental revenues (governmenntal 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, Community
Services, comraunity and economic development, and public warks. The business-type activities of the
City include the sewer service system and the parks and recreation. The government-wide financial
statements does not include the fiduciary funds, which comprise of the private purpose trust funds and
pension trust funds. Resources in the fiduciary funds are not available to support the City’s own
programs.

The government-wide financial statements include the primary government of the City and the Port of
Oakland (Port), as a discrete component unit. Financial information for the Port is reported separately
from the financial information presented for the primary government. Further information about the Port
can be obtained from fhe Port Financikl Servides Division, 330 Water Street, Qakland, CA 94607 or visit
the website at www portofoakland.com.
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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: governmental funds, proprietary funds and fiduciary funds.

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

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the governmeni-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 funds balance sheet and the governmental funds statement of revenues, expenditures
and changes in fund balances provide a recouciliation to facilitate this comparison between governmental
funds and governmental activlties. -

The City maintains several individual govermmental funds erganized according to their type (special
revenue, capital projects, debt service and general fund). Information is presented separately in the
governmental funds balance shect and in the governmental funds statement of revenues, expenditures, and
changes in fund balances for the general fund, the federal and state grant special revenue fund, the low
and moderaie income housing asset fund (“LMIHF™), the municlpal capital improvement fund, and the
special revenue bond fund, ail of which are considered to be major funds. Data from the remaining funds
are combined in a single, aggregated presentation. Individual fund data for each of the noumajor
governmental funds is provided in the form of combining statements elsewhere in this report.

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

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

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

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of employees and
parties outside the City. The Oakland Municipal Employees Retirement System (OMERS) Fund aud the
Police and Fire Retirement System (PFRS) Fund are reported as pension trust funds. The private purpose
trust funds along with the private pension trust fund are reported as trust funds since their resources are
not available to support the City’s own programs. For this reasoen, 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 ot the data provided in the govemment-wide and fund financial statements.

Required Supplementary Information

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

Other Information

In addition, this report presents combining statements and schedules referred to earlier in connection with

nonmajor governmental funds, internal service tunds and fiduciary funds that immediately follow the
required supplementary information.

i~
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Government-wide Financial Analysis

Net position may serve over time as a useful indicator of the City’s financial condition. The City’s 1otal
assets and deferred outflows of resources exceed total liabilities and deferred inflows of resources as of
Tune 30, 2014 by $1.2 billion compared to $986.8 million as of June 30, 2013, which represents an
increase of $191.3 million. The largest portion of the City’s net position reflects City’s net investment in
capital assets of §1.0 billion for governmental and business-type activities. Of the remaining balance,
$433.1 million are subject to external restrictions on how they may be used. $274.9 million represent
unrestricted net position, which is comprised of a deficit balance of $328.0 million for governmental
activities, andia positive balance of $53.0 million for business-type activities,

I Statement of Net Position
; June 30, 2014 and 2013

{In Thousands)
Gove mmental Business-Type
. Activities Aclivities Total
2014 2013 2014 2013 2014 2013
Assets: ‘
Current and other assets $1433877 $1M17618 S 58497 § 60226 $1492374 S1477844
Caprtal assets 1,180,519 1,098,752 186,962 175,032 1,367,481 1,274,684
TOTAL ASSETS 2,614.396 2,516,370 243,459 236,158 2.859.8535 2,752,528
Deferred Outflows 15,630 17,088 - - 15,630 17,088
Liabilities:
Long-term liabilities 1,488.226 1,528,387 43,699 50,886 1,531,925 1,579,273
Other liabilities 159,982 201,130 4,834 2,389 164,816 203,519
TOTAL LIABILITIES 1,648.208 1,729517 48,533 53275 1,696,741 1,782,792
Deferred Inflows - - 592 - 592 -
Net Position:
Net Tnvestment in capital assets, 876,703 712,606 143,295 129,542 1.019,998 842,148
Restricted 433,080 434,923 - - 433,080 434,923
Unrestricted (deficit) (327.965) (343,588) 53,039 53,341 {274,926) {290.247)

TOTAL NET POSITION $ 981818 § 803941 §$196334 $182883 $1178,152 § 986,824

y
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Governmental activities. The City’s nel position in governmental activities increased by $177.9 million.

Total assets increased $98.0 million, or 3.9%, to $2.6 billion. The significant changes in assets occurred
in the following areas:

o Capital assets incraased by $81.8 million. The increase was due largely to various facilities,
infrastructure and equipment improvements and acquisitions.

= Restricted cash and invesiments increased by $13.4 million (net) mainly due to $88.3 from ORSA
transfer of excess bond proceeds to the City.

Total liabilities decreased $81.3 million, or 4.7% to $1.6 billion. The significant changés in liabilities
occurred in the following areas:

o Long-term liabilities decrease is primarily as a result of the $80.6 million scheduled debt service
payment of governmental bonds. The decrease is partially off-set by $19.8 million issuance in capital
Icases which include: Master Lease — IBM Phase 1 & 11 for $15.1 million; Master Lease — Oracle
Phase 1&I1 for $2.2 million and Master Lease - Parking Meters for $2.5 million.

o (Orther habilities decrease mainly due to the California Department of Finance (“DOF”) approved the
bond expenditure agreement between ORSA and the City to transfer excess tax allocation bond
proceeds to the City. The City did not have to submit payments to ORSA.

The net ltmsition increased by $177.9 million, or 22.1%, to $981.8 million as of June 30, 2014, The City
net position can be divided into three categories: net investment in capital assets, restricted, and
unrestricted.

e $876.7 million of the net position reflects its investment in capital asseis (e.g., land, buildings
infrastructure, facilities and equipment), net of any related outstanding debt that was used to acquire
those assets. The City uses these capital assets to provide a variety of services to citizens. These
assets, therefore, are not available for future spending.

¢  $433.1 million of the net position represents resources that are subject to restrictions on how they may
be used and therefore restricted af which $91.0 million is subject to external restriction.

¢  $328.0 million represents a deficit in unrestricted net position that has_primarily resulted from tie
underfunding of the annual other postemployment benefits cost, issuance of pension obligation bonds
used to contribute to the Police and Fire Employees’ Retirement System, and other unfunded long-term
liabilities.
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>

The following table indicates the changes in net position for governmental and business-type activities:

Statement of Activities

For the Years Ended June 30, 2014 and 2013

{In Thousands)

Governme ntal Business-Type
Activifics Activities Total
2014 2013 2014 2013 2014 2013
Revenues:
Program revenucs
Charges for services $ 152674 % 126831 % 53449 % 53291 % 206,123 % 180,122
Operating grants and contributions 119,063 89,424 - - 11906 89,424
Capral grants and contributions 42,148 26,179 42,148 26,179
General revenues
Property taxcs 240,779 256,333 - - 240,779 256,333
Statc taxcs
Sales and usc taxes 58912 60,494 - 38912 60,494
(ias lax 13,085 10,004 - 13,083 10,004
Local taxes
RBusmess license 62,905 60,371 - 62905 60,371
Utility consumption 50,422 50,752 - 50,422 50,752
Real estate transfer 59,060 47 406 59.060 47406
Transnt occupancy 18468 15,831 18,408 15,831
Parkmg 16,661 15,565 - 16,561 15,565
Vorcr approved special fax 38,835 38,247 38,835 38247
Francluse 16,666 16,035 - - 16,666 16,035
Interest and mvestment ncome 6,653 6,358 165 (24) 6818 6,334
Other 19,671 7,076 - - 19,671 7076
Total revenucs 916,002 826,906 53,614 53,267 969,616 880,173
Expenses:
General government 79,806 93,942 79,806 93942
Public safety 379,809 363,597 379,869 363,597
Community Services 116,961 107,779 - 116,961 107,778
Community & economic development 83,657 81,182 - - 83,657 81,182
Public works 109,177 75,158 - 109,177 75.138
Enterest on long-term debt 59,026 62,744 - - 59,026 62,744
Sewer - - 37,306 34,504 37,306 34,504
Parks and rcorcation - - 855 643 855 643
Total expenscs 828.436 784402 38.161 35,147 866,597 £19.349
Change m net asscts before transfers, special tem,
and extracrdinary tcm 87,566 42,504 15,453 18,120 103,019 60,624
Transfers 2,002 1911 (2.002) (1911) - -
Specml [tem - Transfer of excess tax allocation bond £8,309 ~ - - 88,305 -
Extracrdmary less on SCO assct transfer review
and DOF disallowances - (156,902) - - - (156902)
Change m nel asscts 177.877 {112,487 13,451 16,209 191,328 (96,278)
Net posiuon al beamning ol year 803,941 416,428 182 883 166,674 986,824 1,083,102
Net position at end of year $ 98:i818 § 803941 § 196334 § 182883 F1.178152 § 986824

10
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Expenses and Program Revenues -
Governmental Activities
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Governmental activities: Net position for governmental activities, excluding the special item of
388.3 million from ORSA transfer of excess bond proceeds to the City and last year’s extraordinary loss
of $156.9 million due to SCO asset transfer review of the former Agency, increased by $89.6 million or
11.1 percent during fiscal year 2013-14. Total revenue increased by 10.8 percent and expenscs increased
by 5.6 percent. During FY 2012-13, revenues decreascd at a rate of 10.6 percent and expenses decreased
at rates of 9.2 percent, respectively,

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

+ Contributing factors resulting to increases in certain revenue categories are as follows: Real estate
transfer tax increased by $11.6 million or 24.6 percent primarily due to stronger high velume real
estate sales. Real estate transfer tax is highly volatile and revenues can increase and decrease rapidly
with changing market conditions as a result of the sale of high value properties. Business license taxes
increased by $2.5 million due to increases in gross receipts from businesses in the City. Transient
occupancy taxes increased by $2.6 million or 16.7 percent due to thriving local hotel demand.

¢ Other factors contributing to revenue increase include: charges for services by $23.8 million or
20.4 percent mainly due to Low and Moderate Income Housing Asset Fund’s increase in ROPS
reimbursement as a result of California Department of Finance approval of project cost for LMIHF,
Port of Oakland reimbursement reclassified as charges for services, and an increase on license and
permits fees. Operating grants and contributions by $29.6 million or 33.1 percent mainly due to Local
Agency Mandate claims or SB 90 approved hy the State of California. Capital grants and
contributions increased by $16.0 million or 61.0 percent mainly due to the new Trade Corridor
Improvement Fund (“TCIF) for the construction of infrastructure and other site preparation with East
and Central Gateway Areas of the former Oakland Army Base. Other revenues increased by
$19.7 million mainly due to the State Controller’s Office asset review in the prior year.
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Contributing factors resulling to decrease in certain revenue categories are as follows: property taxes
decreased by $15.6 million or 6.1 percent mainly due 1o $12.0 million of one-time property tax
distribution in FY 2012-13 as a result of the former redevelopment agency due diligence review
(“DDR™) by DOF for Low and Moderate Income Asset Fund and Other Former Redevelopment
Agency Funds.

Revenues by Source - Governmental Activities

Transfers ard Other

Interest and 20,
a
Investment Income _ Charges for Services

16%
Other Taxes
29% Operating Grants
._.and Contributions
13%
Capital Grants and
Contributions
Property Taxes ... 5%
34%

General government expenses decreased by $14.1 million or 15,0 percent when compared to the
previous year primarily due to the City amendment of Ordinance 2.29 which establishes the City
organizational structure. In the ordinance, the City created a new department for Economic and
Workforce which was formerly formed as divisions and offices under the City Administrator.

Public safety expenses increased by $16.2 million or 4.5 percent when compared to the previous year
due primarily to four (4) new Police academies, a two (2) percent cost of living adjustment (“COLA™)
for non-swom and overtime on sworn employees. The increase is partially offset by vacancy savings.

Commuruty services expenses increased by 9.2 million or 8.5 percent primarily due to multi-year
funding expenditure in the Measure Y — Violence Prevension and Public Safety Act of 2004 and Kids
First projects. Several contract expenditure for violence prevention services with an emphasis on youth
and children, and COLA.

Commumty and economic development expenses increased by $2.5 million or 3.0 percent primarily due
to the creation of the new department for Economic and Workforce which was formerly formed as
divisions and offices under the City Administrator and a two (2) percent COLA.,

Public works expenses increased by $34.0 million or 45.3 percent from the prior year primarily due to
the LED streetlight project, overtime and a two (2) percent COLA.

Interest on long-term debt decreased by $3.7 million or 5.9 percent primarily due to decrease in bond
jssuance cost and payment to refund bond escrow agent.

12
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Business-type activities: Business-type activities ended the fiscal year with a positive change in its net
position of $13.5 million compared to $15.92 million the previous fiscal year, The net increase in is mainly
due the City issued Sewer Revenue Refunding Bond Series 2014 A and retirement of the Sewer Revenue
Band 2004 Series A. The increase is offset by $8.0 million or 23.8 percent increase in sewer project. The
increase is offset by $8.0 million or 23.8 percent increase in sewer project related expenses.

Fxpenses and Program Revenues - Revenues by Source -
Business-Type Activities Business-Type Activities

$60.000
$30 000 .
$20.000 BCharges for
L BT Services
Sewer Parks and
Recrcation
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N

Financial Analysis of the Government’s Funds

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

General Fund: The General Fund is the chief operating fund of the City. At June 30, 2014, its
unassigned fund balance is $23.5 million or 9.3 percent of the $253.9 million total General Fund balance.

General Fund Revenues
Taxes e
80 8% i
Licenses and
permits
0.2%
Fines and
-y _ penalties
: ] S a 0%
Annuity ncome. _____ N/ ST B \
0 3% I N \_ Charges for interest and
Federal & state grants Si;wscv/is m:t:s:r:znt
and subventions 0 2%
0 9%
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For the fiscal year ended June 30, 2014 and 2013, revenues for the General Fund by revenue source are
distributed as follows (in thousands): ‘

General Fund Increase/(Decrease}
2014 2013 Amount %o

Revenues:
Property taxes $ 205895 § 214495 $ (8600) -4,0%
Sales and use taxes 46,956 46,143 813 1.8%
Local taxes:

Business license 62,905 60,371 2,534 4,2%

Utility consumption 50422 50,752 (330) -0.7%

Real estate transfer 59,060 ! 47.406 11,654 24.6%

Transient occupancy 14,578 12,454 2,124 17.1%

Parking 8,444 7,947 497 6.3%

Franchise 16,401 15,829 372 3.6%
Licenses and permits 1,388 1,373 5 1.1%
Fines and penalties 22,809 22971 {162) -0.7%
Interast and investment income 1,401 458 943 205.9%
Charges for services 77,978 69,442 8,536 12.3%
Federal & state grants and subventions 4911 4,066 845 20.8%
Annuity income 2,040 - 2,040 n/a
Other - 6,329 (6,329) -100.0%
Total revenues $ 575,188 % 560,036 § 15,152 2.7%

General Fund Revenues: Significant changes in revenues are as follows:

Property taxes decreased by $8.6 million or 4.0 percent. The decrease is mainly due to one-time
$12.0 million received by the City in FY 2012-13, as a share of the residual balances or “residual
payment” from the Redevelopment Property Tax Trust Funds (RPTTF) distribution as a result of the
California Department of Finance (“DOF™) due diligence review (“DDR™) for LMIHF and Other Funds
and Accounts (“OFA™) DDR.

Real estate transfer tax increased by $11.7 million or 24.6 percent primarily due to stronger high
volume real estate sales.

Business license increased by $2.5 million mainly due to additional cannabis dispensary open in FY
2013-14; and also, the top 25 businesses remitted a 17% increase in business taxes over FY 2012-13.

Transient occupancy increased by $2.1 million mainly due to thriving local hotel demand.

Annuity income increased by $2.0 million mainly due to increased interest and investment earnings of
the New York Life annuity contract investment.

14
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For the fiscal years ended June 30, 2014 and 2013, expenditures for the General Fund by function are
distributed as follows (in thousands):

General Fund Increase / (Decrease)
2014 2013 Amount Yo
Expenditures: ‘
Current,
Elected and Appointed Officials
Mayor b3 1,984 § 1,69 § 288 17 0%
Council 3,623 3,509 114 312%
City Administrator 11,328 36,325 (24,9973 -68 8%
City Attorney 13,822 9,712 4,110 42 3%
City Auditor 1,650 1,369 281 20.5%
City Clerk 1,777 2,069 {292) -14 1%
Departments:
Administrative Service Department:
Human Resource Management 4,902 3.107 (203} -4.0%
Information Technology 8.293 7,130 1,163 16 3%
Financial 17,781 9,079 8,702 95.8%
Public Safety-
Police Services 200,273 186,971 13,302 7 1%
Fire Services 96,951 94,904 2,047 2.2%
Community Service Depariment.
Parks and Recreation 18,372 16,690 1,682 10 1%
Human Services 6,881 4,945 1,936 39.2%
Library 8,995 8,957 38 0.4%
Cultural and community services - 306 (306) -100 0%
Community and Economic Development
Planning and Building , 80 76 4 33%
Economie and Workforce Development 7.134 - 7,134 n/a
Housing and Community Development 2,309 1,581 728 46 0%
Oakland Public Works 40,539 29,564 10,975 37 1%
Others 10,419 8,011 2,408 +30.1%
Capital outlay 2,243 38,362 (36,119) -94.2%
Debt service
Principal repayment 2,923 2,047 876 42.8%
Bond issuance costs 209 223 (16) -7.1%
Interest charges 537 300 37 7.4%
Total expenditures $ 463025 $ 469,135 § (6.110) -1 3%
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General Fund Expenditures: Significant changes in expenditures are as follows:

s Public safety increased by $15.3 million or 5.4 percent due to four (4) new Police academics, the two
(2) percent cost of living adjustment (“COLA™) for non-sworn and overtime on sworn employees. The
increase is partially offset by vacancy savings

»  City elected offices, agencies and departments, excluding public salety, are reporting a total increased
by $12.4 million in expenditures mainly due {o negotiated COLA increase of 2 percent for FY 2013-14,
the settlement payment between the City and the International Federation of Professional and Technical
Employees (Local 21) for $3.0 million, and LMIHF increased expenditure through the ROPS
reimbursement. ¢

s Capital outlay decreased $36.1 million in expenditures mainly due 1o prior year State Controller’s
Office asset transfer review.

Federal and State Grant Fund: The Federal and State Grant Fund had a deficit fund balance of
$4.2 million as of June 30, 2014 that represents a decrease of $0.5 million from the prior fiscal year. The
federal/state grant fund deficit will be cleared by grant reimbursement submitted to granting agencies, but
revenue has not been received within the City’s availability period and are recorded as deferred inflows of
resources for $4.0 million as of June 30, 2014,

Low and Moderate Income Housing Asset Fund (“LMIHF”): Upon the dissolution of the former
Agency, the City retained the housing activities previously funded by the former Agency and created
LMIHF and transferred the assets and affordable housing activities of the low and moderate income tund
to the City, The ending fund balance as of June 30, 2014 was $10.8 miliion and the fund’s net loan
reccivable batance was $182.6 million.

Municipal Capital Improvement Fund: The Municipal Capital Improvement Fund had a fund balance
of $206.3 million as of June 30, 2014 that represents an increase of $74.8 million or 56.9 percent from the
prior fiscal year. Pursuant to Health and Safety Code (HSC) section 34179¢h), California Department of
Finance (“DOF”) has completed its review of the Oversight Bond action on Bond Spending Plan and on
November 6, 2013, it approved the Bond Spending Plan for Oakland Redevelopment Successor Agency
(“ORSA™), The Bond Spending Plan allows ORSA to utilize procceds derived from bonds issued prior to
January 1, 2011 in a manner consistent with the original bond covenants. DOF approved the bond
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-

expenditure agreement between ORSA and the City to transfer excess tax allocation bond proceeds to the
City. Therefore, an increase of $86.1 million is due to the DOF approval of the bond transfer to the City.

The Other Speecial Revenue Funds accounts for activities of several Special Revenue Funds, which
include mainly the following local measures; Measure Y — Violence Prevention and Public Safety Act of
2004; Measure C ~ Qakland Hotel Tax; Measure Q — Library Services Retention and Enhancement;
Measure WW — East Bay Regional Park District local grant program; Measure N — Paramedlcs Services
Act; Oakland K1d’s First Fund; Development Service Fund and Other miscellancous special revenue funds.
The ending fund bala{lce as of June 30, 2014 was $23.9 million.

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 position invested in capital assets was $143.3 million as of June 30, 2014, compared to
$129.5 million for the previous fiscal year. The $13.8 million or 10.6 percent increase is related to proceeds
spent from debt issued to finance sewer projects. During the fiscal year, the City capitalized $11.2 millien
in sewer system completed projects, net of depreciation.

General Fund Budgetary Highlights

During the fiscal year ended June 30, 2014, Genecal Fund had a $26.8 million increase in budgeted revenues
between the original and final amended operating budget. The increase in revenue budget is primarily
attributed to property taxes, sales and use tax, and real estate transfer tax. Actual budgetary basis revenues
of $574.0 million were $2.3 million lower than the final amended budget. The variance is due primarily to
negative variances in sales and use tax, fines and penalties, and annuity income, which were partially offset
by positive variances in property tax revenue, business license, utility consumption, real estate transfer
taxes, and federal and state grants and subveniions, ‘

In addition, there was a $42.3 million increase in appropriations between the original and final amended
operating budget for the General Fund. The increase in appropriatian is due primarily to the determination
of actual project carryforwards for continuing appropriations for various multiyear projects, capital
improvement projects, and other projects authorized by the City Council. The original approved expenditure
budget contained only estimates of project carryforwards.

Actual budgetary basis expenditures of $463.0 million were $48.6 million less than the amended budget.
Savings were experienced in all expenditure categories mainly due to budget contingency and project and
encumbrance carryforwards for multi-year budgets.

Capital Assets

The City’s capital assets, net of depreciation, totaled $1.4 billion as of June 30, 2014 compared fo
$1.3 billion as of June 30, 2013, an increase of $92.8 million or 7.3 percent. Governmental activities
additions of $138.7 million in capital assets included construction in progress and capitalization of
infrastructure, facilities and improvements, and furniture, machinery and equipment wirich met the City’s
threshold for capitalization.
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CITY OF OAKLAND

Management’s Discussion and Analysis (unaudited) (continued)
Ycar Ended June 30, 2014 “

These additions were offset by retirements and depreciation, the net effect of which was an increase of
$81.8 million in additions of capital assets for governmental activities. Business activities, primarily the
sewer fund, increased its capital assets by $11.2 million, net of retirements and depreciation. See Note (7)
to the financial statements for more details in capital assets,

Construction Commitments

The City has committed to funding in the amount of $314.5 million to @ number of capital improvement
projects for fiscal year 2015 through fiscal year 2016. This projects include building and facilities
improvements; parks and open space; sewers and storru drains; streets and sidewalks construction;
technology enhancements and traffic improvements. See nate 17 for more details in construction
commitments.

Debt Administration:
General Obligation Bonds and Other Band Ratings

A credit rating is a value assigned by one or more of the recognized rating agencies that “grade” a
jurisdiction’s credit, or financial trustworthiness. The three primary rating agencies are Moody’s Investors
Service (“Moody’s”), Standard & Poor’s Rating Services (“S&P”), and Fitch Ratings (“Fitch™), These
rating agencies serve as independent assessors of municipal and corporate credit strength. Rating agencies
generally focus on four major areas when assigning credit ratings: finances, management, economy and
outstanding debt. The City continues to maintain strong credit ratings on the City’s existing general
obligation bonds from all three national rating agencies despite the difficult financial and economic
conditions nationally and locally, The City of Qakland’s underlying ratings for its general obligation
bonds as of June 30, 2014 were as follows:

Ratings
Type of Bond Moody's S&P Fitch
General Obligation Bonds Aa2/Stable AA-/Stable  A+/Stable
Pension Obligation Bonds Aa3:Al/Stable A-+/Stable A/Stable
Tax Allocation Bonds A3'Bal’ A+.AA-/Stable  N/A

: Rating as of May 21, 2014, based on Insured Rating
* Ratmg as of September 5, 2013

On September 5, 2013, Moody’s confirmed the rating on the Successor Agency to the Oakland
Redevelopment Agency’s tax allocation bonds. The ratings reflect the credit strength of the agency’s both
value and size. The strengths that Moaody’s takes into account are the Agency’s large geographic and total
project area, sizable incremental and assessed valuation and solid high period of debt service coverage.

On July 28, 2014, Fitch affirmed the City’s general obligations honds (GOBs) at A+ and the pension
obligation bonds at A. The outloak for all these bonds is “Stable”.

On August 13, 2014, S&P affirmed its “AA-" long-term ratings and underlying rating (SPUR) on the
City’s general obligation bonds (GOBs). In addition, S&P affirmed its “A+" long-term rating and SPUR
on pension obligations bonds (POBs) and lease revenue bonds. The outlook for all these bonds is
“Stable™.



CITY OF OAKLAND
Management’s Discussion and Analysis (unaudited) (continued)
Year Ended June 36, 2414

General Fund Bonded Debt Limit

At the end of the current fiscal year, the City’s debt limit (3.75 percent of property valuation, net of
exemptions subject to taxation) was $1.2 billion. The total amount of debt applicable to the debt limit was
$290.4 million. The resulting legal debt margin was $878.5 million.

Outstanding Debt

As of June 30, 2014, the City had total long-term obligations outstanding:of $1.5 billion compared to $1.58
billion outstanding for the prior fiscal year, a decrease of 3.0 percent. Of this amount, $290.4 million is
general obligation bonds backed by the full faith and credit of the City., The remaining $1.2 billion is
comprised of various long-term debt instruments listed below including accruals of year-end estimates for
cther long-term habilities. .

Outstanding Debt

{in Thousands}
Governmental Business-Type
Activities Activities Total
2014 2013 2014 2013 2014 2013

General obligation bonds $ 290449 % 309793 % - % - § 290449 § 309793
Leasc revenue bonds 141,555 176,850 - - 141,555 176,850
Pension obligation bonds 348,512 367,394 - - 348312 367,394
Special assessment debt

with government commuments 6,365 6,690 - - 6,365 6,690
Accreted mterest on

appreciation bonds 169,923 162,874 - - 169,923 162,874
Sewer-bonds and notes payable - - 38,555 49,001 38,535 49001
Unamortized premiums and

discounts 18,390 20,219 5,144 1,885 23,534 22,104
Total Bonds Payable 975,194 1,043,820 43,699 50,886 1,018,893 1,094,706
Notes and lkeases payabk: 56,679 47,043 - - 36,679 47,043
Other long-term habilies 456,353 437524 - - 436,353 437,524
Total Outstandmg Debt $ 1488226 § 1528387 § 43699 $ 5088 $ 1531925 § 1,579273

The City’s overall total long-term obligations decreased by $47.3 million compared to the prior fiscal year.
The net decrease is primarily attributable to $80.6 million scheduled debt service payments of governmental
bonds and the Sewer Revenue Refunding Bond Series 2014 A for $40.6 million, the bond generated
approximately $6.2 million in net present value savings in debt service savings. The decrease is off-set by
$19.8 million issuance in capital leases which inclide; Master lease — IBM Phase [ & I for $15.1 million;
Master Lease — Oracle Phase 1 & 11 for $2.2 million and Master lease - Parking Meters for $2.5 million.
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CITY OF OAKLAND
Management’s Discussion and Analysis (unaudited) (continued)
Year Ended June 30, 2014

Current Year Long-Term Debt Financing:

¢ On March 20, 2014, the City issued $40.6 million for Sewer Revenue Refunding Bonds, 2014 Series
A to refund all of the old Sewer Revenue Bonds, 2004 Series A.

¢ On September 4, 2013 and August 30, 2013, the City entered into a Master Lease - Installment
Purchase Financing Contracts (IBM Phase 1 for $10.7 million for the upgrades and enhancements to
computer hardware and software for a new technology platform.

+  On June 30, 2014, the City entered into a Master Lease — Installment Purchase Financing Contracts
(1BM Phase I1) for $4.5 million 1o enhance City’s information system.

e On March 1, 2014, the City entered into Municipal Payment Plan Agreements with Oracle Credit
Corporation in the principal amounts of $1.3 million and $0.3 million a- Master Lease - Oracle
Municipal Payment Plan Agreements (Phase [) for Oracle Business Intelligence Foundation Suite.

¢  On May 21, 2014, the City entered into a Municipal Payment Plan Agreement with Oracle Credit
Corperation in the principal amount of $581,162Master Lease - Oracle Municipal Payment Plan
Agreement (Phase II) to finance the acquisition of computer hardware and software for the storage
and backup systems.

e On April 30, 2014, the City entered into a Master Lease — Parking Meter Lease 2014 for $2.5 million
to finance the acquisition of a parking meter replacement system.

Additional information on the City’s long-term debt obhgations can be found in Note |} 1o the financial
statements.

Economic Factors and Next Year’s Budgets and Tax Rates

The economic indicators highlighted below, among others and including labor union contracts and
concessions, were factored into the City’s budget formulation process as they relate to revenue
forecasting, program planning, dnd resource allocation for fiscal year 2013-14.

The City’s economy continues to grow, which is resulting in a steady growth of General Purpose Fund
revenues., While revenues are approaching pre-recession levels, the growth is not enough to restore pre-
recession service levels due to rising costs. There is also pressure on the budget to fund long-term
deferred maintenance and capital equipment, and long-term unfunded liabilities. The City adopted a
balanced budget for fiscal year 2013-14 without layoffs, for the first time in more than four years and
continues to invest in public safety, stabilize our workforce, economic growth, job creation and training,
education, equipment and technology, and quality of life.

In QOctaber 2012, as part of the proposed FY2013-15 Biennial Budget, the City issued a Five-Year
Financial Forecast that forecasted revenues and expenditures. The purpose of the Five-Year Financial
Forecast is to help the City of Oakland make informed financial and operational decisions by better
anticipating long-term future revenues and expenditures. Since that time the City has experienced a
significant recovery in revenues and rebounding local economy. This economic growth has been reflected
in subsequent reports on City revenues and expenditures.

In February of 2013 the City will release a new Five-Year Financial Forecast in preparation for the FY

2015-17 Biennial Budget. This new forecast will address the projected future growth rates of expenditures
and revenues based upon information available through December of 2014.
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CITY OF OAKLAND

Management’s Discussion and Analysis (unaudited) (continued)
Year Ended June 30, 2014

The City of Oakland’s unemployment rate decreased to 9.0 percent in June 2014 compared to an average
unemployment rate of 11.3 percent for June 2013.

The Bay Area’s consumer price index for all urban consumers in Jung 2014 was 253.317 compared to
245935 in June 2013 and to the U.S. city average consumer price index (CPI-U) for all urban consumers at
233.504 (Base period: 1982 — 84 = 100).

Estimated population for January 1, 2014 is 404,355 with an estimated total number of households of
154,799, an average houschold size of 2.6 persons, and a per capita personal income of $32,245.

PERS pension rates, and health care costs have been factored into the City’s biennial budget for Fiscal
Years 2013-15. ’

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. Requests for additional financial information
should be addressed to the Finance Department, Controller’s Bureau, City of Oakland, 150 Frank H. Ogawa
Plaza, Suite 6353; Oakland, California 94612-2093. This report is also available online at
http//www.oaklandnet.com.
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City of Oakland
Statement of Net Position
June 30,2014
(In thousands)

Primary Government

Component Unit

Governmental Business-Type
Activrties Activities Total Pori of Qakland
ASSEIS
Cash and nvestments 3 282216 3 39,820 $ 322036 s 202,546
Recewvables (net of allowance for uncollectibles of
516,171 for City and $1,036 for Port)
Accrued interest 256 - 256 -
Property taxs 14,868 - 14,868 -
Accounts recervable 45,646 17,754 63,400 44 635
Grants recevable 35,008 - 35,008 -
Dug from Port 5,153 - 3,153 -
Due from Qakland Redevelapment Successor Agency 1,614 - 1,614 -
Due from Pension Fund Trust 5 - 51 -
Due from other government 12,812 . 12,812 .
[nventones 0 - 202 -
Restricted assets
Cash and investments 311,380 895 312,275 70,926
Receivables - - - 2,793
Propenty held for resale 76,966 76,966 -
Notes and loans recevable (net of allowance for
uncollectibles of$130,652 for the City) 343,454 - 343454 -
Prepaid expenses 1,670 28 1,698 -
Other 403 - 403 59,145
Net pension asset 302,178 - 302,178 -
Capial assets
Land and other capital agsets not bemng depreciated 314,585 37,292 351,878 749,844
Facilities, infrastructures, and equipments,
net of depreciation 865,933 149,670 1,015,603 1,446,930
TOTAL ASSETS . 2,614,396 245459 2,859,855 2,576,839
1
DEFERRED QOUTFLOWS OF RESOURCES
Unamortized loss on refundimg of debt - 15,630 - 15,630 13,431
LIABILITIES
Accounlts payable and other current Labilitics 129,348 4,758 134,106 38,245
Accrued interest payable 9.671 70 9741 9.416
Due to other governments 1,312 - 1,312 -
Due to primary government - - - 5,153
Due to Oakland Redevelopment Successor Agency 2312 - 2312 -
Unearned revenue 3687 3,687 100,080
Other 13,652 & 13,658 25472
Non-current habilities ‘
Due within cne year 176,670 2,268 178,938 39633
Due in more than one year 1,311,556 41,431 1,352,987 1,242 080
TOTAL LIABILITIES 1,648,208 48,533 1,696,741 1,480,079
DEFERRED INFLOWS OF RESOURCES
Unamortized gan on refunding of debt - 592 592 -
NET POSITION
Net mvestment w capital assets 876,703 143,295 1,019,998 GB6,959
Restricted for
Debt service 13,865 - 13,805 -
Pension 90,975 - 90,975 -
Low and moderate mcome housing 194,922 - 194,922 -
Housmng and cormmunity development 130,538 - 130,538 -
Qther purposes 2,780 - 2,780 10,072
Unrestricted (327,965) 53,039 {274,920) 113,160
TOTALNET POSITION $  98I8IE 0§ 19633 & LIT8IS2 % 1,110,191
i

The notes to the basic financial statements are an integral part of this statement.
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City of Oakland
Statement of Activities
For the Year Ended June 30, 2014
{in thousands)

Functions/Programs
Primary govermment
Govemmental activines
Gengral government
Pubhc safety
Community services
Community and econarmc
developent
Pubhc works
Interest on long-tenm debt
TOTAL GOVERNMENTAL
ACTIVITIES
Busmess-type activities
Sewer
Parks and recreatian
TOTAL BUSINESS-TYPE
ACTIVITIFS
TOTAL PRIMARY
GOVERNMENT

Component v ¢
Pon of Quklasd

The notes to the basic financial statements are an integral part

Net (Fxpense) Revenue and

Program Revenue Changes i Net Position Component
Operafing Capltal Primary Government LUnit
Charges for  Grants and Grants and Governmental  Business-fype Port
E‘xEnscs Services Contributians_ Contribubions Activties Achvifies Total of Qakland
$ 79806 § 54509 % 13,540 % - 3 (11,757) 8§ -8 QLB
379802 15,472 20,668 - (343,669) - (343,669
116,961 6,326 38,131 81 (72.423) - (72,423)
83,657 39413 30,060 40,759 26,581 - 26,381
8177 30,934 16,658 1,308 (34,25T) - (54,257}
59,026 - - - (59,026) - (59,026)
828,436 152,674 119,063 42148 {514.551) - (514,551)
37,306 52,946 - - - 15,640 15,640
855 503 - - - (352) {352y
38,161 53,449 - - - 15,288 15,288
§ 866,597 0§ 206,123 s 119063 & 42,148 (514,551) 15,288 (4499.263)
$ 328299 § 323040 3 - % 60,335 § 55,076
General revenues
Propenty taxcs 240,779 - 240,779 -
Sales and nse taxes 58.912 - 48912 -
Cas 1ax 13.083 - 13,085 -
Local taxes
Busmess hicense 52,905 - 62,905 -
Utility consumpnion 50,422 - 50,422 -
Real estate transfer 59,060 - 50,060 -
Transient accupancy 18,468 - 18,468 -
Parkmg 16,661 - 16,661 -
Voter approved special tax 38,835 - 38,235 -
Tranchise 16,666 - 16,666 -
Interest and mvestment mcome 6,653 165 6,818 1.373
Cher 19.671 - 19,671 25,323
Trans fers 2,002 (2.002) - -
TOTAL GENERAL REVENUES AND TRANSFERS 604,119 (1.837) 602,282 26.696
SPECIAL ITEM
Trans fer of excess 1ax allocanon bond proceeds approved
by Cahformia Departiment of Finance 88,309 - §8.300 -
Changes in net position 177,877 13,451 101,328 81,7712
et position, begmnning 803,941 182,883 986,824 1.028 419
NET POSITION, END OF YEAR 3 581,818 % 196,334 5 1,178,152 § 1,110,191
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City of Oakland

Balance Sheet
Governmental Funds

ASSETS
Cash and nvestments
Recervables (net of allowance
for uncollectibles of $14,825)
Accroed imerest
Propeny taxes
Accounts recevable
Grants receivable
Due from component unit
Due from Oaklznd Redevclopment
Successor Agency Trust Fund
Due from Pension Trust Funds
Due from other funds
Puc fiom other government
Notes and loans receivable (net of
allowance far uncollectibles of $130.652)
Resincted cash and investmenis
Property held for resale
GCther

TOTAL ASSETS

LIABILITIES
Acgounts payable and acerued liabities
Due to Ouakland Redevelnpment
Successar Agency Trust Fund
Due to other funds
Rue 1o other govermnments
Uneamed revenue
Cther
TOTAL1JABILITIES

DEFERRED INFLOWS OF RESOURCES
Unavailable revenue - property tax

Unavailable revenuc - notes and loans

Unavailable revenue - mandated claims (State)

Unavauable revenue - grants and others
Unavailable revenue - loans to ORSA

TOT AL DEFERRED INFLOWS OF RESOURCES

FUNLD BALANCES (DEFICITS)
Restricted
Commtied
Assigned f
Unassigned
TOTAL FUND BALANCES (DEFICTTS)
TOTAL LIABILITIES, DEFERRED INFLOWS
CF RESOURCES, AND FUND BALANCES

June 30,2014
(Tn thousands)

Low and Moderate Manicepal Other (her Total
Federal/State Incume iousing Crputnl Specinl Gowernmentn!  Gosernmental

General Grant Fund Asset Fund Impr ovenient Revenue Funds Funds
$ 179918 3 47 $ 1.812 b 16,777 % 28,611 $ 49922 % 277,047
172 - - 13 27 44 256
7,299 - - - 3,858 3m 14,868
16,292 250 - on 4,388 3,606 45513
- 34,532 - 100 376 35,008
5,153 - - - - - 5,153
- - 1.437 177 - - 1,614
51 - - - - - 51
43,801 - - 9 - - 43,810
iz2812 - - - - - 12812
327 130,538 182,592 527 29,470 - 343,454
90,975 1,195 1,500 128,760 B 21,382 304,312
- - 9137 67,829 - - 76,966
90 29 - - 277 7 403
§ 376,89 s 166,591 $ 196,478 b 215029 $ 5,731 ¥ 139,548 $ 1,161,267
§ 92 F 13,638 3% L4718 5451 % 4200 % 2514 % 123,667
2312 - - - - - 2312
- 20251 9 81 - 16% 20510
1,304 - - ] . 1312
3,58 96 - - 13 - 3,687
4,152 2,265 4 1,650 4,042 1,326 13,645
104,690 36,250 1,486 8,198 10,350 4,209 165,133
3,034 - - - 2,794 2,750 8,618
7 130,538 182,592 527 29470 - 343,454
12,348 - - - - - 12,348
2,690 3,997 13 - 238 - 7,058
N - 1437 - - - 1,437
18,399 134,515 184,162 527 32,502 2,790 372915
156,462 1,195 10,830 128,760 - 129,270 426,517
- - - - 11,672 2,230 13,902
73,843 - . 77,544 12,207 1,049 164,643
21,546 {3,389) - - - - 18,157
253,851 {4,194) 10,830 206,304 23.879 132,540 623,219
$ 376850 ¢ 166,591 3 156478 % 215029 3 66731 % 139,548 § 1,161,267

The notes to the basic financial stalements are an integral part of this staterment.
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City of Oakland
Reconciliation of the Governmental Funds Balance Sheet to the
Statement of Net Position for Governmental Activitics
June 30, 2014
{In thousands)

Fund balances - total governmental funds § 623219

Amounts reported for governmental activities In the statement of net position are different due to
the following:

Capral assets used m governmental activities are not financial resources and, therefore, arc
not reported in the governmental funds, )
Prmary governiment captal assets, net of depreciation 5 1,180,519
Less mternal service funds' eapital assets, net of depreciation {17,588) 1,162,931

Net pension asset is recognized i the statement of net position as an asset; however, it is not
considered a financial resource and, therefore, is not reported on the balance sheet of
governmental funds, 302,178

Prepaid insurance premiums on long-term debt are not financial resources and, therefore, are
not reported m the governmental funds. 1,670

Interest payable on long-term dcbt does not require the use of current financial resources
and, therefore, 18 not accrued as a liabilty m the governmental funds.
Interest payable on long-term debt for primary government i (3,671)
Less: Interest payable on long-term debt for internal service fund 50 (9,621)

Because the focus of governmental funds is on short-term financmg, some assets will not be
available to pay for current period expenditures. Those asscts are offset by deferred inflows
of resources in the governmental funds 372,915

Long-term habilities, mclhuding bonds payable, are not due and payable in the current period,
and therefore are not reported in the governmental funds.
L.ong-term labilities $ (1,488.226)
l.ess. ]cfng—term liabilties for mternal service funds . 10,225 (1,478,001)

Deferred outflows of resources in governmental activitics are not financial resources and,
therefore, are not reported in the governmental funds. 13,630

Internal service funds are used by the City to charge the costs of providing supplies and
services, fleet and facilities management, and use of radio and communication equipment to
individual funds. Assets and liabilties of internal service funds are included in governmental

activitics in the statement of net postion (9,103)
NET POSITION OF GOVERNMENTAL ACTIVITIES § 09813818

The notes to the basic financial statements are an integral part of this statement.
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City of OQakland
Statement of Revenues, Expenditures, and Changes in Fund Balances
Governmental Funds
Year Ended June 30, 2014
(In thousands)

Eow and Moderate Muomeipad Other Other Total
Federal/State Income Housing Capital Special Gowrnmental  Governmental
General Grant Fund Assct Fund Improvenient Rewnue Funds Funds
REVENUES
Taxes
Property b3 0583 % - % - % - % 15084 8 20741 § 241 730
Sales and use tax 46,956 - - - - 11,956 58,912
{as wax - - - - - 13,085 13,085
Local taxes
Business hicense 62.905 - - - - - 6z 003
Uity cansumption 50,422 . - - - - 50,422
Res! estate Imnsfer 59,060 - - - - - 59,060
Transient occupancy 14,578 - - - 3,890 - 18,468
Parking 3,444 - - - 8217 - 16 66!
Veterapproved specul tax - - - - 17723 21,112 18838
Franchise 16,401 265 - - - - 16,656
Licenses and permis 5 1,388 - - - 15,253 52 16 694
Fines and penalues 12,809 390 - - 7 3.082 26958
{niterest and nves tment mcome i,401 479 388 80 4655 3925 6,738
Charges for services T3 571 730 5058 17350 244 105,022
Federaland state grants and subventions 4,911 139,277 - 1322 izo 1,350 152,062
Annunty mcome 2,040 - - - - . 2,040
Other - 3,230 3,755 2,190 3,035 5,385 12,601
TOTAL REVENUES 575,188 144,218 11.466 10,648 85435 80904 907,859
EXPENDITURES
Current
Elecled and Apponied Officals
Mayor 1,984 - - - 45 g7 2,126
Council 3623 - - - - - 3623
Ciy Admumisirator 11,328 - - 123 IS a1 12,597
Cny Augmey 13,322 23 - - 961 15 14,960
* City Audnor 1,650 - - - - - 1,650
City Clerk 1,777 - - - - - 1,777
Depanments '
Admumistrative Services Department
Human Resource Mahagemeni 4502 - - - - - 4,902
Information Technelogy 8263 . 224 - - 563 - 5 O80
Fuance 17781 52 - 2321 693 148 21,235
Public Safery
QOakland Polige Depanment . 200,273 8,529 - - 15407 1,750 225959
Qakland Fire Deparment 56,951 5917 - - 10,999 323 114,561
Carmunity Service Department
Parks and Recreation 18,372 176 - 5 410 4.13] 23,09
Labrary 8,995 158 - - 16,260 199 25,612
Hunun Services Depanment 5,881 39,900 208 - 18,635 1.250 66,833
Community and Econemuc Development
Planming and Bulding 80 203 - 1,500 23.099 - 24,882
Ecenenee & Workforce Development 7134 8,052 - 5054 532 418 21,190
Housing & Community Development 230 17,575 i,572 - 2.19% - 33,650
Qakland Public Werks 40,539 3,351 - 3.482 3339 45497 50,208
Qther 10419 - - 2162 1403 59 16,043
Capnal outlay 2,243 59,530 63 24,941 460 nan 98,316
Debi service
Prmecipal tepayment 2923 2,485 - - - 75,151 80,559
Bond issuance costs 209 - - - - - pavs]
Interes! charges 337 179 - - - 58,598 59314
TOTALEXPENDITURES 463,025 146,607 11,843 19,590 98,111 199,254 958,430
EXCESS (DEFICIENCY) OF REVENUES
OVER (UNDER) EXPENDITURES 112,163 {2,380% 377 {28.542)« (12676} {118,350) {50,571
OTHER FINANCING SOURCES (LS ES)
Capnal leases ' 2,500 . - 12,401 - - 14,901
Troperly sale proceeds 89 - - 5,248 105 - 5442
Insurance claums and settlemenis 264 - - - - | 865
Transfers 1n 2907 ),808 - - 13,324 97,268 115377
Transfers ouy {112,4%0) - - {65) - {328) (112883}
TOTA L OTHER FINANCING SOURCES (USES) (106,130) 1,898 - 17,584 13,420 56,941 21,722
SPECIALITEM
Transfer of excess taxallocaton bend proceeds
approved by Califemia Department of Finance 2175 R - 26,134 R - 88,309
NET CHANGE IN FUND BALANCES 8,208 {491} 311 14776 753 (21409) 61 460
Fund balanges - beginmng 245,643 (3,701) 11,207 131,528 23,126 151 958 561,759
FUND BALANCES (DEFICIT) - ENDING b3 253351 S (4,198) $ 10830 % 206301 % 2387 § 132549 % 621 219

The notes to the basic financial statements are an integral part of this statement. p
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City of Oakland
Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balances of
Governmental Funds to the Statement of Activities of Governmental Activities
Year Ended June 30, 2014 -
{In thousands)

Nei change m fund balances - total governmental funds $ 61,460
Amounts reported for governmental activities m the statement of activites are different due to the followmg

Government funds report caprtal outlays as expendmres However, m the statement of actvities, the cost of
thosc assets 1s allocated over ther estmated useful lives and reported as depreciation expense This s the
ameunt by which capttal outlay and other captal transactions exceeds deprecation i the current peried

Primary government

Captial assel acquisition $ 138,719
Disposal of propertics (3D
Depreciation (36,921)
Less net changes of capial assels withm mtemal service funds (7,686) 1 74,080

Revenues n the statement of actvities that do not provide current fmancial resources arc not reported as

revenues 1 the funds Also, loans made to developers and others are treated as urban redevelopment and

housing expenditures at the time the loans are made and are reported as revenues when the loans are collected

m the funds This represents the change m the deferred outflows durmg the current period 23,272
N

Some expenses such as clams, workers' compensation, and vacation and sick leave reported n the statement of
activities do not require the use of cwrent financial resources, and there fore are not reported as cxpenditures n (6421)

Changes to the net pension asset, as reported m the slatement of activities, do not require the use of current
financial resources, and therefore are not reported as expenditures m the governmental funds (25,684)

The ssuance of long-term debt provides current fihancial resources to governmental funds, while the repayment
of the prmcmpal of long-term debt and the advance refundmg of debt consume the current financmg sources of
the governmental funds These transactions, however, have no ¢ffect on net positon This 1 the amount by
which principal retmement exceeded bond proceeds m the current period

Debt and capital lease principal and acereted mterest payments $ 97420

Capnal keases (19.831) 77,589

Some cxpenses reported i the statement of activities do not requre the use of current financial resources and,
therefore, are not reported as expendiures m governmental funds

Amartzation of bond premmums and discounts 5 1,829°
Amortization of deferred outflows of refundmg loss (1,458)
Amortzation of prepaid bond msurance premuim on leng-term ¢debt (254)
Accreted mierest on appreciation honds ‘ (23.907)
Changes m acerued mterest on bonds and notes payable ' 605
Changes m Cohseun Authority pledged oblhgation 3,670
Changes m mandated environmental remediation cbhgations 1,300
Changes on postemployment bene{its other than penswon benefits (OPEB) {19,843) R
Changes on far value of the micrest swap agreement 2,465 (35,593)
The net meome of actvities of mternal service funds s reported with governmental activitics 9,174
CHANGE N NET POSITION OF GOVERNMENTAL ACTIVITIES 3 177,877

The notes to the basic tinancial statements are an integral part of this statement.
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City of Oakland
Statement of Fund Net Position
Proprietar} Funds
Year Ended June 30, 2014
(In thousands)

ASSETS
Current Assets
Cash and mvestments

Accounts recervables (net ofuncellectibles of

$1,342 for the enterprise funds)
inventories
Restncled cash and mvestments

Total Current Assets

Non-current Assets
Caputal assets

Land and other asscts not bemng depreclated
Facilities, equipment and mfrastricture,

net of depreciation

Total capital assets
Prepaid expenscs
Total Non-current Assets

TOTALASSETS

LIABILITIES

Current Liahttes
Accounts payable and accrued hahilines
Accrued mterest payable
Due to other funds
Other habiities
Bonds, notes payable, and capital lcascs

Total Current faabities

Nan-gurrent Liabihtics
Bends, notes payable, and capital leases

TOTALLIABILITIES

DEFERRED INFLOWS OF RESOURCES
Unamertized gan on refunding ofdebt

NET POSITION
Netinvestment in capial assets
Unrestricted

TOTAL NET POSITION

Governmental
Busincss-type Activitics - Enterprise Funds Activies
Nonmajor Fund Internal
Sewer Parks aad Service
Service Recreation Total Funds

$ 39255 % 565 39820 % 5,169
17,752 2 17,754 133

. - - 202

32 863 895 7,068

57,039 1,430 58,469 12,572
36,987 305 37,292 1,738

147 469 2,201 149,670 15,850
184,456 2,506 186,962 17,588

28 - 28 -

184,484 2,506 186,990 17,588
241,523 3,936 245,459 30,160
4481 277 4,758 5,681

70 - 70 50

- - - 23,300

6 - 6 7

2,268 2,268 3,532

6,825 277 7,102 32,570
41,431 41,431 6,653
48,256 277 48,533 39,263

592 - 392 -

140,789 2,506 143,295 16,052
51,886 1,153 53,039 (25,155)
s 192675 % 3,659 196334 % (9,103)

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

Statement of Revenues, Expenses and Changes in Fund Net Position
Proprietary Funds

Year Ended Junc 30, 2014

{In thousands)

Gowernmental
Business-type Activities - Enterprise Funds Activities
Nonmajor Fund Internal
Sewer Parks and Service
Service Recreation Total Funds
OPERATING REVENUES
Rental $ - 3 503 503 -
Scwer services 52,946 - 52,946 -
Charges for services - - - 54,454
Oher - 602
TOTAL OPERA TING REVENUES 52,946 503 53,449 35,056
OPERATING EXPENSES
Personnel 15,188 9] 15,279 17.889
Supples 594 174 768 7,368
Depreciation and amorization 5610 309 5,919 1,433
Contractual services and supplies 2,896 14 2910 1,157
Reparrs and mamntenance 118 62 180 4,681
General and admmistrative 4 468 % 4,487 5,157
Rental 1,925 is 1,940 1,813
Cther 5,131 171 5,302 6,605
TOTAL OPERA TING EXPENSES 35,930 855 36,785 46,103
OPERATING INCOME (LOSS) 17,016 {352} 16,664 8,953
NON-OPERATING REVENUES (EXPENSEIS) .
Interest and mvestment mcome (loss) 163 2 165 (83)
Interest expense (997) - (997 (225)
Bond ssuance costs (379) (379) -
Federal and State grants - - 29
Other (settlements, rental), net - 1,014
TOTAL NON-OPERA TING REVENUES (EXPENSES) ' (1,213) 2 (1,211) 733
INCOME/LOSS) BEFORE TRANSFERS 15,803 (350) 15,453 9,686
Transfers out {2,002) - (2,002) (512)
Change mn net position {3,801 (350) [3,451 9,174
Net position - beginning 178,874 4,009 182,883 {18,277)
NET POSITION - ENDING S 192675 % 3,659 196,334 (9,103)

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

Statement of Cash Flows

Proprietary Funds

Year Ended June 30, 2014

(In thousands)

Governmental
Business-type Activinies - Enterprise Funds Activties
Nonmajor Fund Internal
Sewer Parks and Servce
Service Recreathon Total Funds
CASH FLOWS FROM OPERATING ACTIVITIES
Cash receved from customers and users 3 $1,537 S8 - % 31,537 54,404
Cash recerved fromtenants forrents - 502 502 -
Cash from other sources - - - 602
Cash pawd to employees (15,188) 1) (15,279) (17.889)
Cash pa to supphers (12,330) (184} (12,514) (24 .451)
NET CASH PROVIDED BY OPERATING ACTIVITIES 24,019 227 24,246 12.666
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Pracceds frommiedfund loans - 312
Repayment of mterfund loans - {5,788)
Other (grants, clamms and settlements, proceeds fromsale of assets ), net - - 1.043
Trunsters ont (2,002) (2.002) (312)
NET CASH USED iN NONCAPITAL FINANCING ACTIVITIES {2,002) - (2.002) (4,915)
CaSH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Acquismen ol capial assets {16,833) (118) {16,949) (9,120)
Long-tenn debt
Proceeds fromissuance of debt 40,590 - - -
Repayment of long-tenn debt (53,007) - {53,007y (3479)
Premum on bond 1ssues 5230 - 3.230 -
Band 1ssuance casts (379} - 379 -
Interest paid on long-lerm debt (799) - {799} (225)
NET CASH USED IN CAPITAL AND RELATED FINANCING ACTIVITIES (25,198) {116) (65,904} (12,824}
CASH FLOWS FROM INVESTING ACTIVITIES
Inierest recewed (paid) 163 2 165 (85)
NET CHANGE IN CASH AND CASH EQUIVALENTS {3,018) 13 (2,908) (5,188)
CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR 42,305 1,315 43,620 17,425
CASH AND CASH EQUIVALENTS - END OF YEAR N 39287 % 1428 % 40,135 2237
RECONCILIATION OF OPERATING INCOME (LOSS) TO NET CASH
PROVIDED BY OPERA TING ACTIVITIES
Cperating meome % 17016 % {(352) % 16,664 83933
ADIUSTMENTS TO RECONCILE OPERATING INCOME (LOSS) TO
NET CASH PROVIDED BY OPERATING ACTIVITIES
Deprociation and amonization 5,610 00 5919 2508
Retirement of capital assets - - - (1475%)
Changes in assets and habilities
Recervables {1.409) 1)) (L410) (41)
Inventones . - - 9)
Otherassets EL] - 36 -
Accounts payable and accrued habiies 2,766 271 3,037 2,330
NET CASH PROVIDED BY OPERATING ACTIVITITS 5 24,019 § 27 8 24,246 12,666
RECONCILIATION OF CASH AND CASH EQUIVALENTS TO THE
STATEMENT OF NET POSITION
Cash and investments 3 39255 3 565 % 39,820 3,169
Restncted cash and investments a2 853 895 7.068
TOTALCASH AND CASH EQUIVALENTS $ 39287 $ 1428 § 40,715 12,237
NON CASH ITEMS
Amortzation of bond premiums 3 (197 % 3 {1,971
Amortization of bond msurance premuam 198 198 -
$ (1,773 § - 8 (1.773) -

The notes to the basic financial statements are an integral part of this statement.
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City of Oakland
Statement of Fiduciary Net Position
Fiduciary Funds
June 30, 2014
{In thousands)

Private
Pension Purpose
Trust Trust
Funds Funds
ASSETS '
Current assets
Cash and mvestments $ 4249 b 63,892
Receivables
Accrued nterest and dividends 827 361
Accounts receivable - 1,331
Investments and others 7,910 -
Due from primary government - 2,312
Prepaid expenses - 2375
Restricted:
Cash and investments:
Short-term investments 4,679 50,276
U.S. corporate bonds and mutual funds i 83,383 8,503
Domestic eguities and mutual funds 336,245 /.
International equities and mutual funds 42,389 -
Securtties lending collateral 74,579 -
Loans reeeivable, net - 14,019
Property held forresale ' - 100,271
TOTAL ASSETS - 554,261 243,340
DEFERRED OUTFLOW § OF RESOURCES
Unarmortized bond insurance premium i _ - -
Unamortized loss on refunding of debt - 2,335
TOTAL DEFERRED OUTFLOWS - 2,335
LIABILITIES
Current habilities
Duc to primary government 51 1,614
Accounts payable and accrued habilities 11,061 13,749
Securitics lending liabilities 74,579 -
Other - 201
Non-current habilities
Due within one year ) - 20,709
Due in more than one ycar - 437,875
TOTAL LIABILITIES 85,691 474,148
NET POSITION .
Net position held in trust ) 468,570 $ (228473)

The notes to the basic financial statements are an integral part of this statement.
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City of OQakland
Statement of Changes in Fiduciary Net Position
Fiduciary Funds
Year Ended June 30, 2014
{In thousands)

Private
Pension Purpose
Trust Trust
Funds Funds
ADDITIONS
Contributions
Member $ 4 b -
Trust receipts - 74,262
[nvestment mcome. ¢
Net appreciation in fair value of nvestments 60,133 -
[nterest 2.898 351
Dhvidends 5,601 -
Securities lending 172 -
TOTAL INVESTMENT INCOME 68,806 351
Less mvestment expenses:
Investment expenses (1,793) z
NET INVESTMENT INCOME 67,013 351
Federal and state grants - 15,529
Other mcome 220 965
TOTAL ADDITIONS 67,237 91,107
DEDUCTIONS:
Benefits to members and beneticiaries
Retirement 34,992 -
Disabilny 20,522 -
Death 1,803 -
TOTAL BENEFITS TO MEMBERS AND BINEFICIARIES 57,719 -
Admmistrative expenses 989 2,911
Oakland Police Department - 62
Human Scrvices - 213
Housing & Commumty Development . - 13,728
Economic & Workforce Development - 26,584
Public works - 335
Other - 162
Capital outlay ' - 9
Bond 1ssuance cost - 743
Interest on debt - 27,240
TOTAL DEDUCTIONS 58,708 72,587
SPECIALITEM
Transfer ol excess taxallocation bond procceds .
approved by Califorma Department of Finance - (88,309)
Change i net position 8,529 (69,789)
Net position - beginnmg 460,041 (158,684)
NET POSITION - ENDING $ 468,570 $ (228,473)

The notes to the basic [inancial statements are an integral part of this statement.
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CITY OF OAKLAND
Notes to the Basic Financial Statements
Year Ended June 30, 2014

n ORGANIZATION AND DEFINITION OF REPORTING ENTITY

The City of Oakland, Catifornia (the City or Primary Government) was incorporated o' May 25, 1852, by
the State of California and is organized and exists under and pursuant to the provisions of State law. The
Mayor/Council form of government 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 Administrator.

The accompanying linancial 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 colwnn in the government-wide financial statements and
governmental funds in the fund financial statements, ‘

Blended Componeunt Units:
a) Oakland Redevelopment Successor Agency (ORSA)

On June 28, 2011, Assembly Bill X1 26 (*AB X1 26”) was enacted. This legislation is referred to herein
as the Redevelopment Dissolution Law. On December 29, 2011, the California Supreme Court upheld the
constitutionality of AB X1 26, and all redevelopment agencics in California were dissolved by operation
of law cffective February 1, 2012. The legislation provides for successor agencies and oversight boards
that are responsible for overseeing the dissolution process and wind down of redevelopment activity. At
the City's meeting on January 10, 2012, the City Council affirmed its decision as part of reselution
number 83679 C.M.S. to serve as the Qakland Redevelopment Successor Agency (“ORSA™), effective
February 1, 2012, and as such is a component unit of the City. Also, in the same meeting, the City
Council elected as part of resolution number 83680 C.M.S. to retain the housing assets, functions and
powers previously performed by the former Agency.

The ORSA was created to serve as a custodian for the assets and to wind down the affairs of the former
Oakland Redevelopment Agency (Agency). The ORSA is a separate public entity from the City, subject
to the direction of an Oversight Board. The Oversight Board is comprised of seven-member
representatives from local government bodies: two City representatives appointed by the Mayor; two
County of Alameda (County) representatives; the County Superintendent of Education; the Chancellor of
California Community Colleges; and a representative of the largest special district from the taxing
entities.

In general, the ORSA’s assets can only be used to pay enforceable obligations in existence at the date of
dissotution (including the completion of any unfinished projects that were subject to legally enforceable
contractual commitments). The ORSA will only be aHocated revenue in the amount that is necessary to
pay the estimated annual instaliment payments on enforceable obligations of the former Agency until all
enforceable obligations of the former Agency have been pald in full and all assets have been liquidated.
Based upon the nature of the ORSA’s custodial role, the ORSA is reported in a fiduciary fund (private-
purpose trust fund).

b) Qakland Joint Powers Financing Authority (JPFA)
The Qakland 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 California
and was composed of the City and the former Agency. The Oakland City Council serves as the governing
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CITY OF OAKLAND

Notes to the Basic Financial Statements (continued)
Year Ended June 30, 2014

board for JPFA. JPFA transactions are reported in other governmental funds. Related debt is included in
the long-term obligations of the City in the governmental activities column of the statement of net
position. AB X1 26 as amended by AB 1484 was enacted and all redevelopment agencies in California
were dissolved by operation of law effective February 1, 2012. The dissolution law provides that ORSA
is a separate legal entity from the City, with ORSA holding all of the transferred assets and obligations of
the former Redevelopment Agency (other than the housing assets). Therefore, ORSA assumed the former
Redevelopment Agency’s role as member of the JPFA as of February 1, 2012 per AB X1 26.

Discretely Presented Component Unit — Port of Oakland

The Port of Oakland (Port) is a legally separate component unit established in 1927 by the City.
Operations include the Oakland International Airport and the Port of Oakland Marine Terminal Facilities.
Although the Port has a significant relationship with the City, it is fiscally independent and does not
provide services solely to the City and, therefore, is presented discretely. All interfund transactions have
been eliminated. The Port is governed by a seven-member Board of Port Commissioners (Board of
Commissioners) that is appointed by the City Council, upon nomination by the Mayor. The Board of
Commissioners 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 unit may be obtained from:

City of Oakland,

Finance Department, Controller’s Bureau

150 Frank H., Ogawa Plaza, 6" Floor, Suite 6353
QOakland, CA 94612-2093

) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Government-wide and Fund Financial Statements

The government-wide financial statements (the statement of net position and the statement of activities)
report information on all of the non-fiduciary activities of the City and its.component units. The effect of
interfund activity has been removed from these statements except for interfund services provided among
funds. Governmental activities, which are normally supported by taxes and intergovemmental revenues,
are reported separately from business-type activities, which rely 10 a significant extent on fees and.charges
for support. Likewise, the Primary Government is reported separately from its discretely presented
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 not properly included among
program revenues are reported as general revenues.
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CITY OF OAKLAND
Notes to the Basic Financial Statements (continued)
Year Ended June 30, 2014

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

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial statements.
Revenues are recorded when earncd and expenses are recorded when a liability is incurred, regardless of
the timing of related cash flows. Property taxes are recognized as revenues in the year for which they are
levied. Grants and similar items are recognized as revenues as soon as all eligibility requirements imposed
by the provider have bcen mel.

Governmental fund financial statements are reported using the current financial resources measurement
Jocus and the modified accrual basis of accounting. Revenues are recognized as soon as fhey are both
measurable and available. Revenues are considered to be available when they are collected within the
current period or soon enough thereafter to pay liabilities of the current period. The City considers
property tax revenuesto be avaitable for ihe year levied and if they are collected within 60 days of the end
of the fiscal period. All other revenues are considered to be available if they are collected within 120 days
of the end of the fiscal period. Expenditures are recorded when a liability is incurred, as under accrual
accounting, However, debt serviee expenditures, as well as expendiiures related to compensated absences
and claims and judgments, are recorded only when payment is due.

Property taxes, state and local taxes, grants, licenses, charges for services, and interest and investment
income associated with the current fiscal period are all considered to be susceptible to accrual and so have
been recognized as revenues of the current fiscal period. Special assessments are recorded as revenues
and receivables to the extent installments are considerad available. The estimated instaliments receivahle
not considered available, as defined above, are recorded as receivables and offset by deferred inflows of
resources.

The City reports the following major governmental funds:

The General Fund is the City’s primary operating fund. It aceounts for all financial activiiies and
resources of the general government except those required to be accounted for in another fund. These
activities are funded principally by property taxes, sales and use taxes, business, utility and real estate
transfer taxes, nterest and thvestment ineome, and charges for services,

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

The Low and Moderate income Housing Asset Fund (“LMIHF”) is a special revenue fund that was
¢reated to administer the housing assets and functions related to the Low and Moderate Income
Housing program retained by the City following the dissolution of the former Agency. Prior to the
dissolutian of redevelopment agencies, the LMIHF accounted for the Agency’s affordable housing
activities, including the 20% redevelopment property tax revenue (i.e. former tax increment) set-aside
for low and moderate income housing and related expenditures. Upon dissolution of the former
Agency and the City Council’s election to retainr the housing activities previously funded by the
former Agency, the City created LMIHF and transferred the assets and affordable housing activities.
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CITY OF OAKLAND

Notes to the Basic Financial Statements (continued)

Year Ended June 30,2014
8

The Municipal Capital Improvement Fund accounts primarily for monies pertaining to capital
improvement funds, which includes mainly capital financing projects funds:

Oakland Redevelopment Successor Agency - Unspent bond proceeds transferred to the City.
The California Department of Finance approved the bond expenditure agreement between
ORSA and the City to transfer excess tax allocation bond proceeds to the City. The Bond
Spending Plan allows for ORSA to utilize proceeds derived from bonds issued prior to

. January 1, 2011 in a manner consistent with the original bond covenants.

Measure DD — Capital improvement bond financing funds for clean water, safe parks & open

~ space trust for the City Of Oakland

Measure G — Capital improvement bond financing funds for Qakland Zoo, Museum and
Chabot & Space Center improvements.

Master Lease Agreement Financing — Capital improvement for parking access and coritrol
system.

Other miscellaneous capital improvement funds - The fund also comprise of other municipal
capital improvement funds which may be nsed for the lease, acquisitian, construction or other
improvements of public facilities.

The Other Special Revenue Funds accounts for activities of several Special Revenue Funds, which
include mainly the following local measures and funds;

Measure Y — Violence Prevention and Public Safety Act of 2004. The measure provides for
the following services; community and neighborhood policing; viclence prevention services
with an emphasis on youth and children; fire'services and evaluation.

Measure C -~ Oakland Horel Tax. This additional transient occupancy tax was approved to
fund the following entities; Oakland Convention and Visitors Bureau 50%; Qakland Zoo
12.5%; Oakland Museum of California 12.5%; Chabot Space and Sc1ence Center 12.5% and
the City Cultural Arts Progranis and Festivals 12.5%.

Measure Q — Library Services Retention and Enhancement In March 2004, the electorate of
Qakland approved, by more than a two-thirds majority, the extension of the Library Services
and Retention Act, Measure Q (formerly known as Measure O). The act re-authorized and
increased a special parcel tax on residential and non-residential parcels for the purpose of

raising revenue to retain and enhance library services. The term of the tax is 20 years,

commencing July 1, 2004 and ending June 30, 2024.

Measure WW ~ East Bay Regional Park District local grant program. The funds are for
various Oakland parks and open space renovation projects.

Measure N — Paramedics Services Act. The revenue from the measure are to provide for
increase, enhance and support paramedic services in the City.

Oakiland Kids' First Fund The charter requires 3.0% of the City’s unrestricted general
purpose fund revenues for the fund. The funds provide additional funding for programs and
services benefiting children and youth.

Developmen Service Fund. The revenue sources for the development service fund will be the
fees and penalties for development and enforcement activities, such as land use, permit,
inspection, and abatement services for both direct and indirect costs.

Other miscellaneous special revenue funds. Account for several other restricted monies that
are classified as special revenue funds.
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CITY OF OAKLAND

Notes to the Basic Financial Statements (continued)
Year Ended June 30, 2014

The City reports the following major enterprise fund:

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

Additionally, the City reports the following fund types:

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

The Pension Trust Funds accouut for closed benefit plans that cover uniformed employees hired
prior to July 1976 and non-uniformed employees hired prior to September 1970.

The Private Purpose Trust Funds include' (a) the Oakland Redevelopment Successor Agency Trust
Fund, which accounts for the custodial responsibilities that are assigned to the Oakland
Redevelopment Suetessor Agency with passage of AB X1 26 (b) the Other Private Purpose Trust
Fund, which accounts for assets and liabilities from the former Oakland Redevelopment Agency and
for the operations of the Youth Opportunity Program and certain gifts that are not related to Agency
projects or parks, recreatinn and cultoral, activities, and (c) the Private Pension Trust Fund, whicit
accounts for the employee deferred compensation plan.

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

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

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

Cash and Investments

The City follows the practice of pooling cash of all operating funds for investment, except for the
Oakland Redevelopment Successor Agency whose funds are held by outside custodians. Investments are
generally carried at fair value. The fair value represents the amount the City could reasonably expect to
receive for an investmenl in a current sale between a willing buyer and seller. The fair value of
investments is obtained by using quotations from independent published sources. Money market
investments {such as short-term, highly liquid debt instrurmments including commercial paper, banker’s
acceptances, U.S. Treasury and agency obligations) that have a remaining maturity at the time of purchase
of one year or less, and participating interest-earning investment contracts {(such as negotiable certificates
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Notes to the Basic Financial Statements (continued)
Year Ended June 30, 2014

of deposit, repurchase agreements and guaranteed or bank investment contracts) are carried at amortized
cost. Changes in fair value of investments are recognized as a component of interest and investment
income. Income earned or losses arising from the investment of pooled cash are allocated on a monthly
basis to the participating funds and component units based on their proportionate share of the average
daily cash balance.

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

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

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

Property Taxes

The County of Alameda is responsible for assessing, coliecting., and distributing property taxes in
accordance with enabling state law, and for remitting such amounts to the City. Property taxes are
assessed and levied as of July 1 on all taxable property located in the City, and result in a lien on real
property on January 1. Property taxes are then due in two equal installments—the first on November 1
and the second on February 1 of the following calendar year and are delinquent after December [0 and
April 10, respectively. General property taxes are’limited to a flat 1% rate applied to the 1975-76 full
value of the property, or 1% of the sales price of the property or of the construction value added after the
1975-76 valuation. Assessed values on properties (exclusive of increases related te sates and construction)
can rise a maximum of 2% per year. Taxes were levied at the maximum 1% rate during the year ended
June 30, 2014,

Due From/Due To Other Funds and Internal Balances

During the course of operations, numerous transactions and borrowings occur between individual funds
for goods provided or services rendered and funds that have overdrawn their share of pooled cash and
interfund loans. In the fund financial statements, these receivables and payables are classified as “due
from other funds” and *due to other fands™, respectively. In the gavernment-wide financial statements,
these receivables and payables are climinated within the governmental activities and business-type
activities columns. Net receivables and payables between the governmental activities and business-type
activities are classified as internal balances,
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Interfund Transfers

In the fund financial statements, interfund transfers are recorded as transfers infout except for certain
types of transactions that are described below:

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

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

Prepaid Bond Insurance, Original Issue Discounts and Premiums, and Refundi[igs

Prepaid bond insurance costs are amortized using the straighi-line method over the life of the bonds,
Amortization of these balances is recorded as a component of operating expenses. [n the, government-
wide, proprietary fund, and fiduciary fund financial statements, long-term debt and other long-term
obligations are reported as liahilities, Bond premiums and discaunts are amortized osihg the straighi-line
method over the life of the bonds. Bonds payable are reported net of the applicable bond premium or
discount. Gains or losses from refunding of debt arc reported as deferred inflows or outflows of resources
and amortized over the shorter of the life of the refunded debt or refuading debt. Amortization of bond
premiums and discounts and gains or losses from refunding of debt are recorded as a component of
interest expense.,

In the fund financial statements, governmental fund types recognize bond premiums and discounts, as
well as bond issuance costs, during the current period. Issuance costs, whether or not withheld from the
actual debt proceeds received, are reparted as debt service expenditures.

Inventories

Inventories, consisling of materjals and supplies held for consumption, are stated at cost. Cost is
calculated using the average cost method. Inventory items are considered expensed when consumed rather
than when purchased.

Capital Assets

Capital assets, which include land, museum coliections, intangibles, construction in progress, facilities
and improvements, furniture, machinery and equipment, infrastructure (e.g., streets, streetlights, traffic
signals, atd parks), sewers and storm drains are reported in the applicable governmental or business-type
activities columns in the government-wide financial statements and in the proprietary fund statements,
Capital assets are defined by the City as assets with an initial, individual cost of $5,000 or more and an
estimaled useful life in excess of one year. Such asscts are recorded at historical cost or estimated
historical cost if purchased or constructed. Donated capital assets are recorded at estimated fair value at
the date of donation. Capital outlay is recorded as expenditures in the governmental funds and as assets in
the government-wide and proprietary financial statements to the extent the City’s capitalization threshold
Is met.
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The cost of normal maintenance and repairs that do not add to the value of the asset or materially extend
its useful life is not capitalized.

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

The City’s depreciation of capital assets is provided on the straight-line hasis over the following estimated
useful lives:

Facilities and improvements 5-40 years
Furniture, machinery and equipment 2-20 years
Sewer and storm drains 50 years
Infrastructure 5-50 vears

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

Building and imptovements 5-5( years
Container cranes 25 years
Infrastructlure 10-50 years -
Other equipment 5-10 years

Property Held for Resale

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

During the period it is held by the City, property hald for resale may generate rental or operating income,
This income is recognized as it is earned in the City’s statement of activities and gencrally is recognized
in the City’s governmental funds in the same period depending on when the income becomes available on
a modified accrual basis of accounting. The City does not depreciate property held for resale, as it is the
intention of the City to only hold the property for a period of time until it ¢can be resold for development.

Net Pension Asset

In February 1997 and July 2012, the City issued pension obligation bonds to reduce the actuarial accrued
liability of the Police and Fire Retirement System (PFRS). The net pension asset represents a prepaid
asset amortized over the same period used by the actuary at the time of the bond issuance, as it allows for
the matching of the asset with the related pension obligation bond Hability. See Note 15 for the
accounting treatment of the net pension asset.
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Deferred Outflows/Inflows of Resources

In addition to assets, the statement of net position will sometimes report a separate section for deferred
outflows of resources. This separate financial statement element represents a consumption of net position
that applies to a future period(s) and so will not be recognized as an outflow of resources
(expense/expenditure) until then, The City has deferred outflows of resources related to the unamortized
loss on refunding of debts. The losses on refunding result from the difference in the carrying value of
refunded debt and its reacquisition price. This amount is deferred and amortized over the shorter of the
life of the refunded or the refunding debt.

In addition to liabilities, the statement of net position and governmental funds balance sheet will
sometimes report a separate section for deferred inflows of resources. This separate financial statement
element represents an acquisition of nei position that applies tora future period(s) and so will not be
recognized as an inflow of resources (revenue) until that time. The City has deferred inflows of resources
related to unavailable revenues reported under the modified accrual basis of accounting in the
governmental funds balance sheet. The governmental tunds report unavailable revenues frora propetty
taxes, notes and loan receivables, grant receivables/advances from the federal and State, and other sources
as appropriate, These amounts are deferred and recognized as revenues in the period the amounts become
available. The City also has deferred inflows of resources related to the unamortized gains on refunding
of debt. ‘

Compensated Absences — Aterued Vacation, Sick Leave, amd Compensatory Time

The City’s policy and its agreements with employee groups permit employees to accumulate earned but
unused vesied vacation, sick leave and other compensatory time. All earned compensatory time is accrued
when incurred in the government-wide financial statements and the proprietary fund financial statements.
A liability for these amounts is reported in the governmental funds only if they are due and payable.

Retirement Plans

The City has four defined benefit retirement plans: Oakland Police and Fire Retirement System (PFRS),
Oakland Municipal Employees® Retirement System (OMERS), and the Miscellaneous and the Public
Safety Plans of the California Public Employees’ Retirement System (PERS) (coilectively, the Retirement
Plans). Employer contributions and member contributions made by the employer to the Retirement Plans
are recognized when due and the employer has made a formal commitment to provide the contributions.
Benefits and refunds are recognized when due and payable in accordance with the provisions of the
Retirement Plans. Refer to Note [5 for additional infornration,

s
Other Postemployment Benefits (OPEB)

The OPEB plan covers Police, Fire, and Miscellaneous employees. City retirees are eligible for retiree
health benefits if they meet certain requirements relating to age and service. Retiree health benefits are
described in the labor agreements between the City and Loecal Unions and in City resolutions. The
demographic rates used for the California Public Employee Retirement System (PERS) were public safety
employees retirements benefits under a 3% at 50 formula and miscellanecus employees retirement
benefits under a 2.7% at 55 formula. See Note 16 for additional information.
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Pollutioh Remediation Obligations

Under the provisions of GASB Statement No. 49, Accounting and Financial Reporting for Pollution
Remediation Obliganions, the City recorded remediation liabitities related to its pollution remediation
activities. See Note 17 for additional information.

Fund Balances

Governmental funds report fund balance in classifications based primarily on the extent to which the
City is bound to honor constraints on the specific purposes for which amounts inithe funds can be spent.
As of June 30, 2014, fund balances for government funds are made up of the following:

e Restricted Fund Balance includes amounts that can be spent only for the specific purposes
stipulated by external resource providers, constitutionally or through enabling legislation.
Restrictions may effectively be changed or lifted only with the consent of resource providers. It
also includes a legally enforceable requirement that the resources can only be used for specific
purposes enumerated in the law.

*»  Committed Fund Balance includes amounts that can only be used for the specific purposes
detetimined by City Council ordinance, which is the City’s highest level of decision-making
authority. Commitments may be changed or lifted only by the City taking the same formal action
that imposed the constraint originally.

o Assigned Fund Balance comprises amounts intended to be used by the City for specific
purposes that are neither restricted nor committed through City Council budgetary action, which
includes of appropriations and revenue sources pertaining to the next fiscal year’s budget, The
City Council adopted a resolution establishing the City’s policy budget, which states that
assigned fund balances are intended to be used for specific purposes through City Council
budgetary actions. Intent is expressed by (a) the City Council or (b) the City Administrator to
which the City Council has delegated the authority to assign amounts to be used lor specific
purposes. This category includes the City’s encumbrances, project carry-forwards, and
continuing appropriation.

o Unassigned Fund Balance are amounts technically available for any purpose. [t’s the residual
classification for the General Fund and includes all amounts not contained in the other
classifications.

[n circumstances when an expenditure is made for a purpose for which amounts are available in multiple

fund balance classifications, fund balance is generally depleted in the order of restricted, commitied,
assigned, and unassigned.
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Fund balances for all the major and nonmajor governmental funds as of June 30, 2014, were distributed
as follows (in thousands):

Municipal Other
Federal/ State Capital Other Special Gaovernmental
Genersl.  Grant Fund LMIHF' Timprovement Revenue. . Funds . " Lotal
Restricted for: .
Caputal projects $ - 5 119 % - 8 128760  § - 8 0,097 8§ 160,152
Pension obhgatiens
Annuiy 90,975 - - - - - 90,975
Pension obhigations
PIFRS 65,487 - - - - - 65,487
Debt service - - - - - 99.073 99,073
Property held
for resale . - 9,137 - - - 9,137
Housing projccts - - 1,693 - - - 1,693
Subtctal 156,462 1,195 10,830 128,760 - 129,270 426,517
Committed for:
Library. Kids Furst - -
and museurn trust - - - - 11,672 2,230 13,902
- Assigned for:
Redevelopment n
Projects - Yo - 67,829 : - - 67,829
Capual projects 73,445 - - 4,715 12,207 1,049 96,814
Subtotal 73,843 - - 77,544 12,207 1,049 164,643
Unassigned 23,546 (5,389) - - - - - 18,157
Total § 253,851 8 {4,194} S 1,830 § 206,304 § 23879 5 - 12549 3§ 613,219

' Low and Moderate Income Housing Asset Fund
Special Item:

Special items arc either 1) unusual in nature (possessing & high degree of abnormality and clearly
unrelated to, or only incidentally related to, the ordinary and typical activities of the entity) or 2)
infrequent in occurrence {not rcasonably expected to recur in the foreseeable future, taking into account
the environment in which the entity operates), and subject to management control. The transfer of excess
bond proceeds as requested by the Oakland Redevelopment Successor Agency Oversight Board and
approved by DOF pursuant to Health and Safety Code section 34179 (h) qualifies as a special item since
this action is considered infrequent and requested by management of the City.

Under ABx1 26, adopled on June 28, 2011, as amended by AB 1484 adopted on June 27, 2012, all new
redevelopment activities were suspended, with limited exceptions, and redevelopment agencies were
dissolved on February I, 2012, Under this legislation, the California Department of Finance (“DOF™)
and the California State Controller’s Office (8CO} have varying degrees of responsibility and
oversight, The ultimate outcome of issues raised by State authorities, such as the rejection of using
(ORSA assets to pay obligations or the return of asseti transfers to the ORSA.

Pursuant to Health and Safety Code (HSC) section 34179(h), DOF has completed its review of the
Oversight Bond action on Bond Spending Plan and on November 6, 2013, it approved the Bond Spending
Plan for ORSA. The Bond Spending Plan allows ORSA to utilize procecds derived from bonds issued
prior to January 1, 2011 in a manner consistent with the original bond covenants. As required by HSC
section 34191.4(c) (2) {A), ORSA has listed excess-bond proceeds on the January through June 2014
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ROPS in the total amount of $59.9 million which has been approved by DOF. DOF approved the bond
expenditure agreement between ORSA and the City to transfer excess tax allocation bond proceeds to the
City. The special item was recorded in the financial statements for the excess bond transfer in the total
ammount of $88.3 million.

Net Position

The government-wide and proprietary fund financial statements utilize a net position presentation. Net
position is categorized as net investment in capital assets, restricted, and unrestricted.

e Net Imvestment wn Capital Assets groups all capital assets, including infrastructure, into one
component of net position. Accumulated depreciation and the outstanding balances of debt that are
attributable to the acquisition, construction, or improvement of these assets reduce the balance in this
category.

*  Resiricted Net Position reflects consists of restricted assets reduced by liabilities and deferred inflows
of resources related to those assets.

o Enabling legislation authorizes the City to assess, levy, charge, or otherwise mandate payment of
resources and includes a legally enforceable requirement that those resources be used only for the
specific purposes stipulated in the legislation,

o A legally enforceable enabling legislation restriction is one that a party external to a government
—such as citizens, public interest groups, or the judiciary — can compel a government to honor. As
of June 30, 2014, restricted net position tor the governmental activities was $433.1 million as
reported on the government-wide statement of net position, and approximately $91.0 million of
which was restricted by enabling legislation.

o Unrestricted Net Position represents net position of the City that is not restricted for any project or
purpose. -

Adoption of New Pronouncements

For the year ended June 30, 2014, The City implemented Gavernmental Accounting Standards Board
(GASB) Statement No. 67, Financial Reporting for Pension Plans-an amendment of GASB Statement No
23. The requirements for GASB No. 67 require changes and addition in the Notes to the Financial
Statements, Required Supplemental Information, and Other Supplemental Information. Significant
changes include calculation of total and net pension liability for fthancial reporting, comprehensive
footnote disclosure regarding pension liability, sensitivity of net pension liability to the discount rate,
additional investment disclosure, expected long-term discount rate, and annual money-weighted rate of
return on investment. Such information can be found in the PFRS:and OMERS financial reports for the
fiscal year ended June 30, 2014, Complete financial statements for PFRS and OMERS can be obtained
from Retirement Systems, City of Qakland, 150 Frank H Ogawa Plaza, Suite 3332, Oakland, CA 94612,

In March 2012, the GASB issued Statement No. 66, Technical Corrections — 2012, an amendment of
GASB Statements No 10 and No 62, to resolve conflicting accounting and financial reporting guidance
that could diminish the consistency of financial reporting. This statement amends Statement No. 10,
Codification of Accounting and Financial Reporting for Risk Financing and Related Insurance Issues, by
removing the provision that limits fund-based reporting of a state and lecal government’s risk financing
activities to the general fund and the internal service fund type. This statement also amends Statement No.
62, Codification of Accounting and Financial Reporting Guidance Contained in Pre-November 30, 1989
FASB and AICPA Pronouncements, by modifying the specific guidance on accounting for (1) operating
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lease payments that vary from a siraight-line basis, (2) the difference between the initial investment
{purchase price) and the principal amount of a purchased loan or group of loans, and (3) servicing fees
relaled to mortgage loans that are sold when the stated service fee rate differs significantly from a current
servicing fee rate. The City’s adoption of this statement effective July 1, 2013 did not have a significant
impact on its financial statements.

In April 2013, the GASB issued Statoment No. 70, Accounting and Financial Reporting for Nonexchange
Financial Guarantees. This statement is intended to improve accounting and financial reporting by state
and [ocal governments that extend and receive nonexchange financial guarantees. This statement requires
a government that extends a nonexchange financial guarantee io rccognize a liability when qualitative
factors and historical data, if any, indicate that it is more likely than not that the government will be
required to make a payment on the guarantee. This statement also requires a government that has issued
an obligation guaranteed in a nonexchange transaction to recognize revenue to the extent of the reduction
in its guaranteed liabilities and requires a government that is required to repay a guarantor for making a
payment on a guaranteed obligation or legally assuming the guaranteed obligation to continue to
recognize a liability until legally released as an obiigor. This statement also provides additional guidance
for intra-entity nonexchange financial guarantees involving blended component units. The City’s adoption
of this statement effective July 1, 2013 did not have a significant impact on its financial statements.

New Pronouncements

The City is currently analyzing its accounting praetices to determine the potential impact on the fizancial
statements for the following GASB Statements:

In June 2012, GASB issued Statement No. 68, Accounting and Financial Reporting for Pensions-an
amendmeni of GASB Statement No 27 The significant changes in this statement address (1) the
measurement of pension obligations that derive liabilities (or assets); and (2) the calculations behind
pension expense. GASB 68 also covers:

s Deferred outflows and deferred inflows of resources;

» Methods and assamptions of pension galculations, including how to calculate the disconnt rate to
be used and how to attribute the pension liability to various pertods;

¢ Note disclosure and required supplementary information; and

» Defined contribntion pension plan reporting,.

Application of this statement is effective for the City’s fiscal year ending June 30, 2015,

[n January 2013, the GASB issued Statement No. 69, Government Combinations and Disposals of
Government Operations, which is intended to improve accounting and financial reporting for U.S. state
and local governments’ combinations and disposals of government operations. This statement provides
guidance for determining whether a specific government combination is a government merger, a
government acquisition, or a transfer of operations; using carrying values (generally, the amounts
recognized in the pre-combination financial statements of the combining governments or operations) to
measure the asscts, deferred outflows of resources, labilities, and deferred inflows of resources combined
in a government merger or transfer of operations; measuring acquired assets, deferred outflows of
resources, liapilities, and deferred inflows of resonrces based upen their acquisition values in a
government acquisition; and reporting the disposal of government operations that have been transferred or
sold. Application of this statement is effective for the City’s fiscal year ending June 30, 2015.
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In November 2013, the GASB issued Statement No. 71, Pension Transition for Contributions Made
Subseguent to the Measurement Date — an amendment of GASB Statement No 68. This statement is
intended 1o address an issue regarding application of the transition provisions of Statement No. 68,
Accounting and Financial Reporting for Pensions. The issues related to amounts associated with
contributions, if’ any, made by a state of local government employer or nonemployer contributing entity to
a defined benefit pension plan after the measurement date of the government’s beginning net pension
liability. Application af this statement is effective for the City’s fiscal year ending June 30, 2015,

Use of Estimates

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

3) CASH AND INVESTMENTS AND RESTRICTED CASH AND INVESTMENTS

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

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

o federal agency issues;

e bankers’ acceptances;

s commercial paper;

e medium term corporate notes and deposit notes;

e negotiable certificates of deposit;

e certificates of deposit;

»  State of California Local Agency Investment Fund,

e money market mutual funds;

* local city/agency bonds;

e State of California bonds;

e secured obligations and agreements;

s repurchase agreements; and

+ reverserepurchase agreements.

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

Other deposits and investments are invested pursuant to the governing bond covenants, deferred
compensation plans, or retirement systems’ investment policies. Under the investment policies, the
investment counsel is given the full authority to accomplish the objectives of the bond covenants or
retirement systems subject to the discretionary limits set forth in the policies.
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Total City deposits and investments at fair value are as follows (in thousands):

Component

Primary Government Unit

Governmental Business-type Fiduciary

Activities Activities Funds Total Port
Cash and investments $ 282,216 % 39,820 § 68,141 § 390,177  § 202,546
Restricted cash and investments 311,380 895 525,475 837,750 70,926
Sccurities lending collateral - e 74,579 74,579 -
TOTAL $ 593,596 § 40,715 % 668,195 § 1,302,506 § 273472
Deposits $ 46,426 % 625
[nvestments 1,256,080 272,847
TOTAL . $§ 1,302,506 $ 273472

Primary Government

Custodial Credit Risk: Custodial credit risk is the risk that in the event of a failure of a depository
financial institution or counterparty to a transaction, the City may be unable to recover the value of the
investments or collateral securities in the possession of an outside party. To protect against fraud and
polential losses from the financial collapse of securities dealers, all securities owned by the City shall be
held in the name of the City for safekeeping by a third party bank trust department, acting as an agent for
the City under the terms of the Custody Agreement.

At June 30, 2014, the carrying amount of the City’s deposits was $46.4 million. Deposits inciude
checking accounts, interest earning savings accounts, money market accounts, and nonnegotiable
certificates of deposit. Of the bank balance of $55.6 million, $0.5 million was insured by the Federal
Deposit Insurance Corporation (FDIC) and $55.1 million was collateralized with securities held by the
pledging financial institution in the City’s name, in accordance with Section 53652 of the California
Government Code.

The California Government Code requires that governmental securities or first trust deed mortgage notes
be used as collateral for demand deposits and certificates of deposit at 110 percent and 150 percent,
respectively, of all deposits not covered by federal deposit insurance. The collateral must be held by the
pledging financial institution’s trust department and is considered held in the City’s name,

Credit Risk: Credit risk represents the possibility that the issuer/counterparty to an investment will be
unable to fulfill its obligations. The most effective method for minimizing the risk of default by an issuer
is to invest in high quality securities. Under the City investment policy, short-term debt shall be rated at
least A-1 by Standard and Poor’s {S&P), P-1 by Moody’s Investors Service or F-1 by Fitch Ratings’at the
time security is purchased. Long-term debt shall be rated at least A by Standard and Poor’s, Moody’s
Investors Service or Fitch Ratings. Per the California Debt and Management Advisory Commission
{(“CDIAC™), it is recommended that the portfolio be monitored, as practical, for subsequent changes in
credit rating of existing securities. As of June 30, 2014, approximately 88% of the pooled investments
was invested in "AAA™ and “AA” quality securities.
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The following tables show the City’s credit risk for the Pool and Restricted portfolios as of June 30, 2014
{(in thousands):

Pooled Investments

Ratings as of June 3¢, 2014

Fair Value AAA/Aaa AA/Ara At/AL A-/AL AJAA3 Al/PI Not Rated

U S Government Agency Secunties L2547 % -8 211,547 § -3 -3 - % -5 -
U S Government Agency

Secunties (Discount) 152,973 - 152,973 - - - - -
Medim Tenn Notes 2018 - - 2018 - - - -
Moancy Market Mutual Funds 81,110 81,10 - - - - - -
Local Agengy Investment Fund (LATK) 49 873 - - - - - - 49 873
Negotwble Ceruficates of Deposit 5,000 - - - - - 5.000 -
State of Califorma, General

Obligation Bongds 4515 - - - - 4,515 -
State of Cahforna, Revenue Bonds 795 - | - - 795 - - -
Total Pooled Investments $507,831 S 41,110 $364,520 § 2,018 % 795 § 4515 8 5000 S 49873

Restricted Investments

Ratings as of Junce'30, 2014

| Fair Value  AAA/Aaa AA/AM Al/P1 Not Ratec
US Govemnent Agency Secunties § 7982 % - % 798 % - % -
Money Market Mutual Funds 150 889 150,889 - - -
Local Agency Investment Fund (LAITF) 4 - - - 4
Commercial Papers (Discount) 366 - - 366 -
Local Government Bonds 66,354 - . B 66354
Annuity Contract 81,000 - - - R1,000
Tota!l Restricted Investments 5306595 S§150889 § 7982 § 366  $ 147,358

Concentration of Credit Risk: The City has an investment policy related to the City’s cash and
investment pool, which is subject to annual review, Under the City’s Investment Policy, no mere than five
percent (5%) of the total assets of the investments held by the City may be invesled in the securitics of
any one issuer, except the obligations of the United States government or governtent-sponsored
enterprises, investment with the Local Agency Investment Fund, and proceeds of or pledged revenues for
any tax and revenue anticipation notes. Per the Investment Policy, investments should conform to
Sections 53600 et seq. of the California Government Code and the applicable limitations contained within
the policy. Certain other investments are governed by bond covenants which do not restrict the amount of
investment in any one issuer. ’
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Investments in one issuer that exceed 5% of the City’s investment portfolio at June 30, 2014 are as
follows (in thousands):

Percent of City's
Investment

Investment Type / Issuer Amount Portfolio
U.S. Government Agency Securities,

Federal Farm Credit Bank $ §3,848 10.30%

Federal National Mortgage Association (Fannie Mae) 92,040 1130%

Federal Home Loan Bank 94,412 11 59%

Federal Home Loan Mortgage Corporation (Freddie Mac) 102,202 1255%
Local Government Bond.

Oakland Joint Powers Financing Authonty 66,354 8.15%
Annuity Contract. i

New York Life Insurance Company 81,000 G95%

The following table shows the diversification of the City’s portfolio (in thousands):
Pooled Investments
Percent (% ) of

Investment Type Fair Value Portfolic
U.S. Government Agency Sccurities $ 211,547 41.66%
U.S. Government Agency Secunties (Discount) 152,973 30.12%
Medium Term Notes 2,018 0.40%
Money Markel Mutual Funds 81,110 15.97%
Local Agency Investment Fund (LAIF) 49,873 9.52%
Negotiable Certificates of Deposit 5,000 0.98%
State of Califormia, General Obligation Bonds 4515 0.8%%
State of California, General Obligation Bonds 795 016%
Total Pooled Investments $ 507,831 100.00%

Restricted Investments

Percent (%) of

Investment Type ‘ Fair Value Portiolic

U.S Government Agency Securities 3 7,982 2.60%
Local Agency Investment Fund (LAIF) 4 0.00%
Money Market Mutual Funds 150,889 49.22%
Commercial Papers (Discount} 366 012%
Local Government Bond 66,354 21.64%
Annunty Contract ) 81,000 20.42%
Total Restriced Inves tments $ 306,595 100.00%

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

As a means for limiting its exposure to changing interest rates, Section 53601 of the State of California
Government Code and the City’s Investment Policy limit certain investments to short-term maturities
such as certificates of deposit and cominercial paper, whose maturities are limited 360 days and 270 days,
respectively. Also, Section 53601 of the State of California Government Code limits the maximum
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maturity of any investment (0 be no longer than 5 years unless authority for such investment is expressly
granted in advance by the City Council or authorized by bond covenants. The City continues to purchase-
a combination of short- term and long-term investmenis to minimize such risks.

The City uses the segmented time distribution method of disclosure for its interest rate risk. As of June
30, 2014, the City had the following investments and original maturities (in thousands):

Pooled Investments

Maturity

Interest 12 Manths J-5
Invesiment Type Fair Yalue Rates (%) or Less 1-3 Years Years
US Government Agency Secunties $ 211547 018-203 % 6,011 % 153,559 § 51977
U.S. Government Agency Secunities (Discount) 152,073 003-0.07 152,973 - -
Medum Term Notes 2.018 200 . - - 2,018
Money Market Mutual Funds * 81,110 001-006 81,110 - -
Local Agency Investment Fund (LAIF) * 49,873 0228 49.873 - -
Negotiable Certificates of Deposit 5,000 017 5,000 - -
State of California, General Obligation Bonds 4515 059-107 - 1,007 3,508
State of Califormia, Revenue Bonds 763 08s - - 795
Total Paoled Investments 5 507,831 $294967 §154,506 §58,298 .
* weghied average maturity used.
Restricted Investments

Maturity

Interest 12 Moaths 3-5 "5 Years or
Inves trnent Type Fair Value  Rates (%) or Less 1 -3 Years Years More
U8, Government Ageney Secuntics $ 7982 064-071 % - § 7982 % - 5 -
Local Ageney Investment Fund (LAEF) * 4 0228 4 . - -
Money Market Mutual Funds * 150,880 0.01-002 150,889 - - -
Commercial Papers (Discount) 366 0160 360 - - -
local Governnent Bond 66,354 4 860 8,014 15,225 16,874 26,24]
Annuity Contracts 81,000 245 - - - 81,000
Total Restricted Investments -§ 306,595 5159273 $ 23,207 516874 $107,241

* weighted average maturity used

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

Other Disclosures: As of June 30, 2014, the City’s investment in LAIF is $49.9 million. A total amount
invested by all public agencies in LAIF at that date is approximately $21.1 billion. LAIF is part of the
Pooled Money [nvestment Account (PMIA) with a total portfolio of approximately $64.9 billion, 98.14%
is invested in non-derivative financial products and 1.86% it structured notes and asset-backed securities,
As of June 30, 2014, LAIF has an average life-month end of 232 days. The L.ocal Investment Advisory
Board (Advisory Board) has oversight responsibility for LAIF. The Advisory Board consists of five
members as designated by State Statute. The value of the pool shares in LAIF, which may be withdrawn,
is determined on an amortized cost basis that is different than the fair value of the City’s position in the
pool.
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Investments - Oakland Redevelopment Successor Agency (“ORSA”)
Cash and Investments held by ORSA

ORSA follows the investment policy of the City, which is governed by provisions of the California
Government Code 53600 and the City’s Municipal Code. The Agency also has investments subject to
provisions of the bond indentures of the former Agency’s various bond issues. According to the
investment policy and bond indentures, the Apency is permitted to invest in the City’s cash and
investment pool, LAIF, obligations of the U.S. Treasury or U.S. Government agencies, time deposits,
money market mutual funds invested in U.S. Government securities, along with various other permitted
investments, The Agency’s cash and investments consist of the following at June 30, 2014 (in thousands):

Cash and Investments Amount
Cash and investments (unrestricted) $ 56,453
Restricted cash and investments 58,779
Total cash and investments b 115,232

As of June 30, 2014, ORSA invested a total amount of $25.8 million in U.S. government agency
securities, which is comprised of $17.3 million from its unrestricted accounts, $8.5 million from the Tax
Allocation Bonds and the Housing Set-Aside Bonds reserve and capitalized interesi. The remaining
balance is invested in money market mutual funds of $79.8 million, $5.5 million in negotiable certificates
of deposits, and $4.1 million in cash deposits.

Custodial Credit Risk: Cusiodial credit risk is the risk that in the event of the failure of a depository
financial institution, ORSA will not be able to recover its deposits or will not be able to recover collateral
securities that are in the possession of an outside party. The custodial credit risk for investments is the risk
that, in the event of the failure of the counterparty (e.g., broker-dealer) to a transaction, ORSA will not be
able to recover the value of the investment or collateral securities that are in the possession of another

party.

The California Government Code requires that a financial institution secure its deposits made by state or
local governmental units by pledging securities in an undivided collateral pool held by the depository
regulated under state taw (unless so waived by the governmental unit). The market value of the pledged
governmental securities and/or first trust deed mortgage notes held in the collateral pool must be at least
110% and 150% of ORSA’s deposits, respectively. The collateral is held by the pledging financial
institution’s trust department and is considered held in the ORSA’s name.,

As of June 30, 2014, the carrying amount of the ORSA’s deposits was $4.2 million. The deposits are
insured by the Federal Deposit Insurance Corporation (FDIC) insurance coverage limit of $0.50 million,
and the remaining bank balance of $3.7 million are collateralized with securities held by the pledging
financial institutions as required by Scetion 53652 of the California Government Code.

ORSA invests in individual investments. Individual investments are evidenced by specific identifiable
securities instruments, or by an electronic entry reglstering the owner in the records of the institution
issuing the security, called the book entry system. In order to increase security, the ORSA employs the
trust department of a bank or trustee as the custodian of certain ORSA investments, regardless of their
form.
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Interest Rate Risk: This risk represents the risk that changes in market rates will adversely affect the fair
value of an investment. Generally, the longer the maturity of an investment the greater the sensitivity of
its fair value to changes in market rates. ORSA investment policy has mitigated interest rate risk by
establishing policies over liquidity. As of June 30, 2014, ORSA had the following investments and
original maturities (in thousands):

Pocled Cash and Investments

_Mhaturities
Fair Interest Rates 12 Months of
Type of Investment Yalue (%} Less
US Govemment Agency Secueities (Discount) h) 17,269 003 $ 17,299
Money Market Mutual Funds 33,000 001 -0.07 33,000
Negotiable CD's . 2,001 008 - 2,001
Total 52,300 $ 52,300
Deposits 4,153
$ 56,453
Restricted Cash and Investments
Maturities
Fair Interest Rates 12 Months of
/ Type of Inves tment Value (%) Less
U.S Government Agency Securities b3 4,004 014 $ 4,004
U S Government Agency Securities {Discount) 4,499 003 4.499
Money Market Mutual Funds 46,776 001 46,776
Negotiable CD's 3.500 015 3,500
Total $ 58,779 $ 58,779

Credit Risk: Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the
holder of the investment. This risk is measured by the assignment of a rating by the nationally recognized
statistical rating organizations. ORSA’s investment policy has mitigated credit risk by limiting
investments to the safest types of securities, by prequalifying financial institutions, by diversifying the
portfolio and by establishing monitoring procedures. The following tables show ORSA’s credit risk as
rated by Standard & Poor’s and Moody’s for the Pooled and Restricted portfolios as of June 30, 2014 (in
thousands): -

Pooled Cash and Investinents

Fair Ratings as of June 30,2014
Type of Investment Value Aaa/AAA Aaa/AA Al/F1
U.S Government Agency Secunties (Discount) $ 17299 § - 3 17,299 % -
Moncy Market Mutual Funds 33,000 33,000 - -
Negotiable Certificates of Deposits 2,001 - - 2,001
Total Cash and Investments $ 52,300 & 33000 % 17,299 § 2,001
Restricted Cash and Inves tments

Fair Ratings as of June 30,2014
Type of Investment Value Aaa/AAA Aaa/AA Al/P1
U S, Government Agency Sceurnes $ 4004 $ - 3 4004 § -
US Government Agency Securities (Discount) 4,499 - 4,499 -
Money Market Mutual Funds 46,776 46,776 - -
Negotiable Certficates of Deposits 3,500 - - 3,500
Total Cash and Inves fments $ 58779 § 46,776 % 8503 § 3,500
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Concentration of Credit Risk: Concentration of credit risk is the risk that the failure of any one issuer
would place an undue financial burden on ORSA. Investments issued by or explicitly guaranteed by the
U.S. government, and investments in mutual funds, external investment pools, and other pooled
investments are exempt from this requirement, as they are normally diversified themselves. The following

table shows the diversification of the ORSA’s portfolio as of June 30, 2014 (in thousands):

Pooled Cash and Investments

Fair Percentage
Type of Investment Value of Portfolio
US Govemment Agency Securities (Discount) $ 17.299 331%
Money Market Mutual Funds 33,000 63.1%
Negotiable Centificates of Deposits 2,001 3.8%
Total Cash and Investments 3 52,300 100 0%
Restricted Cash and [nves tments

Fair Percentage
Type of Investment Value of Portfolio
U.S. Government Agency Secunties b3 4,004 6.8%
U S. Government Agency Securities (Discount) 4,499 7.6%
Money Market Mutual Funds 46,776 79.6%
Negotiable Certificates of Deposits 3,500 6.0%
Total Cash and Investments by 38,779 100.0%

The following table show’s ORSA’s investments in one issuer that exceed 5% of ORSA’s investment

portfolio at June 30, 2014 (in thousands):

Percentage of
ORSA's
Investment
Investment Type / Issuer Fair Value Portfolio
U.8 Govermnment Agency Sccurities
Federal Home Loan Mortgage Corporation 7.004 6.3%
lFederal Home Loan Bank 12,799 11.5%

4
Restricted Cash and Investments with Fiscal Agents

Under the provisions of the bond indentures, certain accounts with trustees were established for
repayment of debt, amounts required to be held in reserve, and temporary investments for unexpended
bond proceeds. As of June 30, 2014, the amounts held by the trustees aggregated $58.8 million. All
restricted investments held by trustees as of June 30, 2014 were invested in U.S. treasury notes, money
market mutual funds, and negotiable certificates of deposits, and were in compliance with the bond

indentures.

Investments — Retirement Plans

N

The Retirement Plans’ investment policies authorize investment in domestic stocks and bonds, U.S.
equities, international equities, U.S, fixed income, mortgage loans, and real estate. The Retirement Plans’
investment portfolios are managed by external investment managers. During the year ended June 30,

2014, the number of external investment managers was twelve for PFRS and one for OMERS.
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Oakland Municipal Emplovees’ Rétirement System (OQMERS)

Deposits in the City's Investment Pool -

Cash and deposits consisted of cash in treasury held in the City’s cash and investment pool. These {unds
are invesled according to the investment policy adopted by the City Council. Interest earned on these
pooled accounts is allocated monthly to all funds based on the average daily cash balance maintained by
the respective funds. As of June 30,2014, OMERS’ share of the City’s investment pool totaled $26
thousand.

Investments

OMERS’ invesiment policy authorizes imvestments in domestic cainmon stocks and bonds, OMERS?
investment policy states that the asset allocation of the investment portfolio target shall be 70% domestic
equity and 30% domestic fixed income. As of June 30, 2014, OMERS” investment portfolio consists of
shares of two investment funds (Funds). OMERS invests in the American Century Equity Mutual Fund
and the HighMark Employee Benefit Flexible Bond Commingled Fund, Specific guidelines for the Funds
are detailed in the prospectus or Declaration of Trust, for each individual fund.

The following summarizes OMERS" investment portfolio as well as the interest rate and the weighted
average maturities of the Funds as of June 30, 2014 (in thousands):

Weighted
Awverage
Investment Fair Value Yield Maturity
Short-Term Investments : 3 4 - *
Equity Investments
American Century Equity Mutual Fund 3,453 - -
Fixed Income Investments
HighMark Employee Benefit Flexible Bond
Commingled Fund 1,345 2.2% 6.4 Years

‘Fotal Investments $ 4802

* Weighted average maturity is less than 0.1 year.

Credit Risk: Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its
obligations, OMERS’ investment policy states that the fixed income portfolio shall not exceed 8%
investment in below investment grade securities (rated Ba/BB or below by at least one Nationally
Recognized Statistical Rating Organization (NRSRO)) in fair value. As of June 30, 2014, OMERS was
invested in the HighMark Employee Benefit Flexible Bond Commingled Fund which has a credit quality
rating of A.

Custodial Credit Risk: Custodial credit risk is the risk that, in the event of a failure of a depository
financial institution or counterparty to a transaction, OMERS may not be able to recover the value of
deposits, investments, or collateral securities in the possession of an outside party.

The California Government Code requires that governmental securities or first trust deed mortgage notes

be used as collateral for demand deposits and certificates of deposit at 110 percent and 150 percent,
respectively, of all deposits not covered by federal deposit insurance. As the City holds all cash and
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certificates of deposit on behalf of OMERS, the collateral must be held by the pledging financial
institution’s trust department and is considered held in the City’s name.

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

QOakland Police anmd Fire:Retirement System (PFRS)

Deposits in the City’s Investment Pool

As of June 30, 2014, cash and cash deposits consisted of cash in treasury held in the City’s cash and
investment pool as well as cash deposits held in bank and with a custodian. These funds are invested
according to the investment policy adopted by the City Council. Interest earned on these pooled accounts
is allocated monthly to all funds based on the average daily cash balance maintained by the respective
tunds. As of June 30, 2014, PFRS’ share of the City’s investment pool totaled $4,155,557.

As of June 30, 2014, PFRS also had cash and cash deposits not held in the City’s investment pool totaled
$67,448.

;

Investments

PFRS’ investment pelicy authorizes. investment in U.S. equities, iitternational equities, U.S. fixed
income securities, instruments including U.S. Treasury notes and bonds, government agency
mortgage backed sccurities, U.S. corporate notes and bonds, collateralized mortgage obligations,
vankee boods and non-U.8. issued fixed income securities denominated in foreign currencies. PFRS’
investment portfolio is managed by external investment managers, except for the bond iShares which
are managed internally. During the year ended Junc 30, 2014, the number of external investment
managers was twelve,

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

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

PFRS’ investment policy states thal investments in derivative securities known as Collateralized
Mortgage Obligations (CMOs) shall be limited to a maximum of 20% of a broker account’s fair value
with no more than 5% in any one issue, CMOs are mortgage-backed securities that create separate
pools of pass-through rates for different classes of bondholders with varying maturities. The fair
value of CMOs are considered sensitive to interest rate changes because they have embedded options.
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The investment policy allows for each fixed income asset manager to have a maximum of 10% of any
single security investment in their individual portfelios with the exception of U.S. government
securities, which is allowed to have a maximum of 25% in each manager’s portfolio.

The following was the Board’s adopted investment policy as of June 30, 2014

Asset Class Target Allocation .
Fixed Income 20% '
Real Retumn 10%

Covered Calls 10%

Domestic Equity 43%

Intemational Equity ’ 12%

Private Equity 5%

Total 100%

Interest Rate Risk: This is the risk that changes in interest rates will adversely affect the fair value
of an investment. PFRS” investment policy limits fixed income investments to a maximum average
duration of 10 years and a maximum remaining term to maturity {single issue) at purchase of 30
vears, with targeted portfolio duration of between 3 to 8 years and targeted portfolio maturity of 15
vears. The weighted average duration for PFRS’ fixed income investment portfolio excluding tixed
short-lerm invesiments and securities lending investments was 4.82 years as of June 30, 2014,

As of June 30, 2014, PFRS had the following fixed income investments by category (in thousands):

Short-Term Investment Duration:

Modified Duration
Investment Type Fair Value {(Year)
Short-Term Investment Funds $4,675 n/a

Long-Term Investment Duration:

Modified Duration
Investment Type Fair Value (Year)
Government Bonds;
U S, Treasuries 5 27,671 362
U.S. Government Agency Secuntics 24,091 433
Total Governtnent Bonds 31,762
U S Corporate and Other Bonds
Corporate Bonds 31,505 433
Other Government Bonds 116 4.21
Total U.S. Corporate and Other Bonds 31,621
Total Fixed Income Investments $ 83,383 482
Securities Lending Collateral $ 74,579 -

58



CITY OF OAKLAND

Notes to the Basic Financial Statements (continued)
Year Ended June 30, 2014

Credit Risk: This is the risk that an issuer or other counterparty to an investment will not fulfill its
obligation, The following tables provide information as of June 30, 2014 concerning credit risk of fixed
income securities {in thousands):

S&P/ Moody’s
Investment Type Rating Fair Value
Short-Term Investment Funds Not Rated 54,675

The following tables provide information as of June 30, 2014 concerning credit risk of fixed income and
long-term investment rating (in thousands):

Percent of Total

S & P/Moody's Rating Fair Value Fair Value

AAA/ARa $ 53,830 64.6%
AA/Aa : 6,085 7.3%
AlA 11,552 13.8%
BBB/Baa 11,756 14.1%
B/B 160 0.2%
Total Fixed Income Investments $ 83,383 100.0%

As of June 30, 2014, the securities lending-collateral of $74.6 million was not rated.

Concentration of Credit Risk: This is the risk of loss attributed to the magnitude of a government’s
investment in a single issuer. As of June 30, 2014, no investment in any single issuer exceeded 5% of
PFRS’ net position.

Rate of return: For the year ended June 30, 2014, the annual money-weighted rate of return on pension
plan investments, net of pension plan investment expense, was 16.4 percent. The money-weighted rate of
return expresses investment performance, net of investment expense, adjusted for the changing amounts
actually invested.

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

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

The City, on behalf of PFRS, does not have any funds or deposits that are not covered by depository
insurance, which are either uncollateralized, coliateralized with securities held by the pledging financial
institution, or collateralized with securities held by the pledging financial institution’s trust department or
agent, bul not in the City’s name. PFRS does not have any investments that are not registered in the name
of PFRS and are either held by the counterparty or the counterparty’s trust department or agent, but not in
PFRS' name.
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Foreign Currency Risk: Foreign currency risk is the risk that changes in foreign exchange rates will
adversely affect the fair values of an investment or deposit. Currency hedging is allowed under the
PFRS investment policy for defensive purposes only. The investment policy limits currency hedging
to a maximum of 25% of the portfolio value.

The following summarizes PFRS’ investments denominated in foreign currencies as of June 30, 2014
{(in thousands):

Foreign Currency Total
Australian Dollar $ 1,053
Brazilian Real 380
Canadian Dollar 736
Danish Krone [,037
Euro 9,806
Hong Kong Dollar 4,691
Indonesian Rupian 546 .
Japanese Yen \ 4,032
Malaysian Ringgit 82
Mexican Peso 514
Norwegian Kroner 246
Singapore Dollar 763
Swedish Krona 499
Swiss Franc 4,33t
Turkish Lira 187
United Kingdom Pound 8,365
Total Foreign Currency 3 37,268

Securities Lending Transactions

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

The Bank of New York Mellon administers the securities lending program. The administrator is
responsible for maintaining an adequate level of collateral in an amount equal to at least 102% of the
market value of loaned U.S. government securities, common stock and other equity securities, bonds,
debentures, corporate debt securities, notes, and mortgages or other obligations. Collateral received may
include cash, letters of credit, or securities. 1f securities collateral is received, PFRS cannot pledge or sell
the collateral securities unless the botrower defaults. PFRS does not match the maturities of investments
made with cash collateral with the securities on loan.

As of June 30, 2014, management believes that PFRS has minimized its credit risk exposure to borrowers
because the amounts held by PFRS as collateral exceeded the securities loaned by PFRS. PFRS” contract
with The Bank of New York Mellon requires it to indemnify PFRS if the borrowers fail to return the
securities (and if the collateral is inadequate to replace the securities borrowed) or fail to pay PFRS for
income distributions by the securities’ issuers while the securities are on loan.
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The following table summarizes investments in securities lending transactions and collateral received as
of June 30, 2014 (in thousands):

Securities Lending -~
Investments.and Collateral Received (At Fair Value)
Securities on loan:

U.S. Government and agencies 3 15,508
U.S. Corporate Bonds 3,338 \
U.S. Equity 52,941
Non-U.S. Equity 1,293
Total Securities on Loe|m ) 73,080

Invested Cash Collateral Received:
Repurchasc Agreements 5 74,579
Total Invested Cash Collateral Received $ 74.579

Fair Value Highly Sensitive to Change in Interest Rates: The terms of a debt investment may cause its
fair value to be highly sensitive to interest rate changes. PFRS has invested in collateralized mortgage
obligations (CMOQs), which are mortgage-backed bonds that pay pass-through rates with varying maturities.
The fair values of CMOs are considered sensitive to interest rate changes because they have embedded
options, which are triggers related to quantities of delinquencies or defaults in the loans backing the
mortgage pool. If a balance of delinquent loans reaches a certain threshold, interest and principal that would
be used to pay junior bondholders is instead directed 10 pay off the principal balance of senior bondholders
and shortening the life of the senior bonds. The following table shows PFRS’ investments in CMOs as of
Junie 30, 2014 {in thousands):

- i
Weighted Average  Weighted Average Percent of Total
Security Name Coupon Rate Maturity (Years) Fair Value Investments
Commercusl Mortgage Pass-Through 4 15% 278 % 4,827 1 4%

Discretely Presented Component Unit — Port of Qakland

The Port’s cash, investments and deposits consisted of the tfollowing at June 30, 2014 (in thousands):

Cash on hand $ 625
Bank Deposits and Deposits in Escrow 5,549
City Investment Pool 209,200
Government Securities Money Market Mutual Funds 58,098
Total Cash and Investments $ 273472
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Deposits in Escrow consist of amounts received from construction contractors that are deposited into an
escrow account in-lieu of retention withheld from construction progress billings. Interest on these deposits
accrues to the contractor,

Investments

Under the City of Oakland Charter, all income and revenue from the operation of the Port is to be
deposited in the City Treasury. Unused bonds proceeds are on deposit with a Trustee for both reserves
and construction funds. The investment of funds held by a Trustec is governed by the Amended and
Restated Master Trust Indenture, dated as of April 1, 2006 (the Restated Indenture).

Senior Lien Bonds reserves are on deposit with the Senior Lien Bonds trustee. The investment of funds
held by the Senior Lien Bonds trustee is governed by the Senior Trust Indenture and is currently invested
in either 1) U.S. Treasury Notes or 2) Government Securities Money Market Mutual Funds. There were
no investments pertaining to the Intermediate Lien Debt.

At June 30, 2014 the Port had the following investments (in thousands): N
Maturities
Less than
Type of Investment Fair Value Credit Rating 1 Year
Government Securities Money Market '
Mutual Funds $ 58,098 Aaa $ 58,008
City Investment Pool 209,200 Not Rated 209,200
Total Investments - $ 267,298 $ 267,298

Investments Authorized by Debt Agreements: The following are the types of investments generally
allowed under the Senior Trust Indenture and the Intermediate Trust Indenture dated as of October I,
2007 (Intermediate Trust Indenture, together with the Senior Trust Indenture, the Trust Indentures): U.S,
Government Securities, U.S. Agency Obligations, obligations of any State in the U.S., prime commercial
paper, FDIC-insured deposits, certificates of deposit/banker’s acceptances, money market mutual funds,
long or medium-term corporate debt, repurchase agreements, state-sponsored investment pools,
investment contracts, and forward delivery agreements.

Interest Rate Risk: This risk represents the possibility that an interest rate change could adversely
affect an investment’s fair value. 1 order to manage interest rate risk, it is the Port’s policy that most
bond proceeds are invested in permitted investment provisions of the Port’s Trust Indentures with a
short-term maturity.

Credit Risk; Provisions of the Port’s Trust Indenture prescribe restrictions on the types of permitted
investments of the monies held by the trustee in the funds and accounts created under the trust indentures,

including agreements or financial institutions that must meet certain ratings.

Concentration of Credit Risk: The Trust Indenture places no limit on the amount the Port may invest in
any one jssuer. There were no investments that exceeded 5% of the total invested funds.
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Custodial Credit Risk: For deposits, custodial credit risk is the risk that in the event of a failure of a
depository financial institution, the ability to recover the value of the investments or collateral securities
in the possession of an outside party may be doubtful. For investments, custodial credit risk is the risk
that, in the event of the failure of the counterparty to a transaction, the Port will not be able to recover the
value of its investment or collateral securities that are in possession of another pasty. To protect against
custodial credit risk, all securities owned by the Port are held in the name of the Port for safekeeping by a
third party bank trust department, acting as an agent for the Port under the terms of 1lie Restated Trust
Indenture.

The Port had investments held by a third party bank trust department in the amount of $58,098,000 at
June 30, 2014, The carrying amount of Port deposits in escrow was $5,549,000 at June 30, 2014, Bank
balances and escrow deposits of $250,000 at June 30, 2014 are insured or collateralized with securities
held by the pledging financial institution’s trust department in the Port’s name. The remaining balante of
$5,218,000 as of June 30, 2014, was exposed to custodial credit risk by not being insured or
collateralized.

Cash and Investments with the City of Qakland: Pursuant to the City Charter, Port operating revenues
are deposited in the City Treasury, These funds are commingled in the City’s investment pool. The Port
recetves a monthly ioterest allocation from investment earnings of the City based on the average daily
balance on deposit and the earnings of the investments.

(4) INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS

“Due to” and “due from™ balances have primarily been recorded when funds overdraw their share of
pooled cash and interfund loans. The amounts due from the Oakland Redevelopment Successor Agency
are related to advances and interfund loans made by the City for projects, leans, and services. The
receivable amounts of ORSA relate to project advances made by ORSA for the City. The internal service
funds’ borrowing will be repaid over a reasonable period of time as described in Note 18. The
composition of interfund balances and transfers as of June 30, 2014, is as follows (in thousands):

Due From/Due To Other Funds

Receivables Payable Fund Amount
Gieneral Fund . Other Governmental Funds ) 169
Federal/State Grant Fund 20,251
Municipal Capnal Improvement 81
Low and Moderate Income Housing
Asset Fund (LMIHF) 9
Intcrnal Service Funds 23,291
Subtotal General Fund 43,801
Municipal Capttal Improvement [nternal Service Funds 9
Total $ 43 810
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Interfund Transfers:

Transfer Qut Transfer In Amount

General Fund Other Special Revenue Fund b 13,324 ar
Other Governmental Funds 97,268 @
Federal/State Grant Fund 1,898 ™

Other Governmenta Funds General Fund 328

Municipal Capital Improvement General Fund 65 ©

Sewer Service Fund CGeneral Fund 2,002 @

Internal Service Funds Generéxl Fund “512 @

Total $ 115,397

M The $13.3 million transferred from the General Fund to the Other Special Revenue Fund is for the Kids®
First Children’s Program. )

@ The $97.3 million transferred from the General Fund to Other Governmental Funds consists of transfers
made 1o provide funding for the following:
»  $97.1 million for debt service payments.

¢ £0.2 million for City-owned parcels of land in the Wildtire Prevention Assessment District.

3} The $1.9 million transferred from the General Fund to Federal/State Grant fund to provide funds to
cover the Central Service Overhead cost for cc_artain federal funds.

“ The transfers to General Fund is to provide funding for City’s claims and liability payments.

) The $0.1 million transfer from the Municipal Capital Improvement Fund to the General Fund for City
capital improvement projects in the Coliseum project area. )
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(5) MEMORANDUMS OF UNDERSTANDING

The City has entered into agreements with the Port for provisions of various services such as aircraft
rescue and firefighting (“ARFF™), Special Services, General Services, and Lake Merritt Trust Services.
The City provides these services to the Port,

Special Services include designated police services, personnel, city clerk, legislative programming, and
treasury services. General Services includes fire, rescue, police, street maintenance, and similar services,
Lake Merritt Trust Services includes items such as recreation services, grounds maintenance, security,
and lighting.

Payments to the City for these services are made upon execution of appropriate agreements and/or
periodic findings and authorizations from the Board.

Special Services and Aircraft Rescue & Fire Fighters (ARFF)

Payments for special services and ARFF are treated as a cost of Port operations pursuant to the City
Charter Section 717(3) Third Clause and have priority over certain other expenses of Port revenues.
Special services and ARFF totaled $5,475,000 and are included in QOperating Expenses, At June 30, 2014,
$2,954,000 was accrued as a current liability by the Port and as a receivable by the City.

General Services and Lake Merritt Trust Services

Payments for General Services provided by the City are payable only to the extent the Port determines
annually that surplus monies are available under the Charter {for such purposes. As ol June 30, 2014, the
Port accrued approximately $773,000 of payments for General Services as a current liability and by the
City as a receivable., Additionally, subject to certain conditions, the Port accrued approximately
$1,425,000 to reimburse the City for General Services for net City expenditures for Lake Merritt Tideland
Trust properties in 2014. Subject to adequate documentation from the City, and subject to availability of
surplus monies, the Port expects that it will continue to reimburse the City annually for General Services
and Lake Merritt Tideland Trust services.

Golf Course Lease with the Port

The Port has leased property to the City under a 66-year lease, which is expressed in terms of the
Amended and Restated Lease between the Port and the City for the development and operation of the
public golf course by the Ciiy. The lease commenced in 2003 when the Port delivered a completed 164.90
acres golf course to the City to replace the City’s golf course that was destroyed when the Port used the
site as a dredge disposal site. The golf course is leased to a third party and the minimum annual rental is
$270,000 payable in twelve installments of $22,500 per month, which is then split 50/50 between the Port
and the City.
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(6) NOTES AND LOANS RECEIVABLE
Primary Government

The compaosition of the City’s notes and loans receivable as of June 30, 2014, is as follows (in thousands):

Municipal Other
Federal/ Statc Captal Governmental
Typc of Loan General Fund Grant Fund LMIHF' Improvement [unds Total

Pass-through Loans $ - 5 1300 % - ¥ - % - % 1,300
HUD Loans - 08,125 - - - 98,125
Econome Development

Loans and Other \ 327 62,103 278919 527 32,805 374,681
Less Allowance for

Uncollectible Accounts - (30,990 (96327 ' - {3,335) (130,652)
Total Notes and Loans

Recewvable, Net b 327§ 130,538 % 182,592 % 527 % 26470 8 343454

' Low and Moderate Income Housing Asset Fund

As of June 30, 2014, the City has a total of $343.5 million net notes and loans receivable, which is not
expected to be received in the next twelve months. All of the City’s notes and loans receivables are offset
with deferred inflows of resources in the governmental funds as the collection of those noles and loans
did not occur within the City’s availability period.

Prior to effective date of the Redevelopment Dissolution Law, California Community Redevelopment
Law required that at least 20% of the incremental tax revenues generated from certain redevelopment
project areas be used to increase, improve, and preserve the affordable housing stock for families and
individuals with very low, low, and moderate incomes. In response to this former requirement, the City
established its 20% Housing Program and an additional 5% of the former tax increment to offer financial
assistance to qualified developers, families, and individuals by providing loans at “below market” rates.
Upon dissolution af the former Agency, the City assumed the housing activity function of the former
Agency. All loans receivable relating to the Low and Moderate Income Housing Program have been
transferred from the former Agency to the LMIHF, which was established as of February 1, 2012
pursuant to City Council resolution no. 83680 C.M.S. As of June 30, 2014, loans receivable relating to the
LMIHF program totaled approximately $182.6 million, rret of allowance for uncollectible accounts.

Notes and Loans Receivables Held by ORSA

Composition of loans receivable as of June 30, 2014 is as follows (in thousands):

Type of Lean Amount
Housing developments project loans 5, 1,462
Economic development loans 60,677
Gross notes and loans receivable 62,139
Allowance for uncallectable accounts (48,120)
Total notes and loans rcceivable, net $ 14,019

/

As of June 30, 2014, ORSA has a total of $14.0 miilion net notes and loans receivable, which is not
expected to be received in the next twelve months.
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2] CAPITAL ASSETS AND LEASES
Primary Government

Capital assets activity of the primary government for the year ended June 30, 2014, is as follows (in
thousands):

Balance Balance
July1,2013 Additions Deletions Transfers June 30,2014
GOVERNMENTAL ACTIVITIES
Caputal assets, not being depreciated
Land $ 86389 3§ -8 -8 -5 86389
Intangibles {cascments} 2607 - - - 2,607
Museum collections 793 - - - 793
Construction n progress 138,123 127,854 - (61,182) 224,797
TOTAL CAPITAL ASSETS,
NOT BEING DEPRECIATED 247,914 127.854 - {61,182) 314,586
Caputal assets, beng depreciated
Facilities and snprovements 776,182 7 - 6,045 782,234
Fumture, machmery, and ¢quipment 188,262 10,858 2,200 1,580 198,500
Intrastructure 649,653 - - 53,557 703,212
TOTAL CAPITAL ASSETS, .
BEING DEPRECIATED 1,614,099 10,865 2,200 61,182 1,683,946
Less accumulated depreciation
Facilities and improvements 350,66] 24,376 - - 375,037
Fumuture, machmery, and cquipment 156,087 9,695 2,169 - © 163,613
Infrastructure 256,513 22,850 « - 279,363
TOTALACCUMULATED
DEPRECIATION 763,261 56,921 2,169 - 818,013
TOTAL CAPITAL ASSETS,
BEING DEPRECIATED, NET 850,838 {46,056) 31 61,182 865,933
GOVERNMENTAL ACTIVITIES
CAPITAL ASSETS, NET A $ 1098752 § 81,798 § 31 % - $ 180519
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BUSINESS-TYPEACTIVITIES:

Sewer Service Fund:
Capital assets, nol being depreciated
Land
Construction i progress
Total capual assets,
not being depreciated
Capital assets, being depreciated
Facuities and improvements
Furnnure, machmery, and equipment
Sewer and storm drains
Total capital assets,
bemng depreciated
Less accumulated depreciation
Facilities and inprovements
Fumture, machinery, and equipment
Sewer and storm dramns
Total accumnulated depreciation
Total capital assets, being
depreciated, net
SEWER SCRVICE FUND
CAPITAL ASSETS, NET

Parks and Recreation Fund:

Capual assets, net being depreciated
Land ’
Construgtion m progress

Total capital asscts,
not beng depreciated

Capnal assets, bemg depreciated
Facilities and improvements
Furniture, machinery, and cquipment
Infrastructure

Total capnal assets,
bemg depreciated

Less accumulated depreciation
Facilities and improvements
Fumiture, machmery, and equipment
Infrastructure

Total accumulated deprecation
Total capital assets, bemng
depreciated, net

PARKS AND RECREATION FUND
CAPITAL ASSETS, NET |

\

BUSINESS-TYPE ACTIVITIES

CAPITAL ASSETS, NET

Balance Balance
July 1,2013 Adklitions Deletions Transfers June 30,2014
3 4§ -3 . - 8 4

23,444 15,873 (2,334) 30,983
23,448 15,873 (2,334) 36,987
311 - - 31t
3,853 960 - 4,813
243 989 - 2,334 246,323
248,153 960 3,334 251,447
216 21 - 237
1,561 686 - 2,247
56,501 4,903 - 101,494
98,368 5,610 - 103,978
149,785 (4,650) 2,334 147 469
$ 173233 0% 11,233 % -5 184,436
h 218 % - % - 5 218
- 87 - 87
218 87 - 305
4,433 - - 4433
430 29 - 459
85 - - 85
4,948 29 - 4,977
2,086 280 . 2,366
350 23 - 373
31 6 37
2,467 309 2,776
2,481 (280) - 2,201
N
$ 2609 § (193) § - .8 2,506
$ 175932 § 11,030 % - 5 186,562
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Depreciation expense was charged to functions/programs of the primary government as follows (in

thousands):

Governmental Activities:

General Government

Pubiic Safety

Community Service Department;
Parks and Recreation

Public Works

Library

Human Services

Community and Economic Development:
Planning and Building

Economic and Workforce Development
Housing and Community Developiment

Capital assets held by internal service funds that are charged to
various functions based on their usage of the assets

Total

Business-Type Activities:
Sewer
Parks and Recreation

Total
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$ 10,124
5,242

5,948
2,592
584

2,669
1,467
75
25312

5 2908
TN

$ 5,610
309
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Discretely Presented Component Unit — Port of Oakland

Capital assets activity for the Port for the year ended June 30, 2014, is as follows (in thousands):

Balance Balance
July1,2013  Additions Deletions Transfers June 30,2014
Capital assets, not being depreciated: ’
Land S 523,235 % - 5 @857 5 905 % 523,283
Intangibles (noise easements
and air rights) 23,493 - - 2,359 25,852
Construction i progress 197,125 104,856 (6,209) (95,063) 200,709
Total capital assets,
not being depreciated 743,853 104,856 (7,066) (91,799 749,844
Capital assets, being depreciated.

" Building and improvements 848,432 - (558) 3,776 851,630
Contamner cranes 153,775 - (358) - 153,417
Systems and structures 1,650,965 - (57} 79,898 1,730,800
Intangibles (software) 13,391 - - - 13,391
Other equipment 78,829 342 (1,257) 8,125 86,039

Total capital assets,
being depreciated 2,745,392 342 (2,230} 91,799 2,835,303
Less accumulated depreciation.
Building and mmprovements 496,578 26,887 394 - 523,071
Contamer cranes 89,071 4,823 - - 93,804
Systems and structures 649,098 61,253 - - 710,351
Intangibles (software) ) 2,763 1,339 - - 4,102
Other equipment 52,650 4957 652 - 56,955
Total accumulated
depreciation 1,290,160 99,259 1,046 - 1,388,373
Total capital assets, being
depreciated, net 1,455,232 98,917 (1,184) 91,799 1,446,930
CAPITAL ASSETS, NET $ 2199085 $ 5939 § (8250) § - F 2,196,774

Capital Leased to Others

The capital assets leased to others at June 30, 2014, consist of the following (in thousands):

l.and

Container cranes

Buildings and improvements
Infrastructure

Less accumulated depreciation
Net capital assets, on lease
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$

412,265
153,417
203,682

1,064,953

1,834,317

(652,033)
$ 1,082,264
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Operating Leases

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

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

A summary of revenues from long-term leases for the vear ended June 30, 2014, is as follows (in
thousands):

Minimum non-cancelable rentals, ncluding preferential assignments $ 170,700
Contingent rentals in excess of minimums 18,568
Total $ 189268

The Port and Ports America Quter Harbor Terminal, LLC, a private company, entered into a long-term
congession and lease agreement on January 1, 2010 for the operation of berths 20-24 for 50 years. A $60
million upfront fee was paid to the Port in fiscal year 2010. At June 30, 2014, the unamortized net upfront
fee is approximately $48.9 million and the amounts are reported as uneamed revenue in the statement of net

position.

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

Year Rental Revenues
2015 i s e $ 169,189
2016, oo creraeneee eebeniees 169,099
2007 s ey eee e 153,764
2008, o e e e 129,970
200109, it et eeerenne 105,400
2020022024 oot i+ e 453,275
2025 - 2029, e 202,172
2030-2034..0 e e 297,050
b 2035-2039 i v 275,092
2040 - 2044, 260,976
2045 - 2049, e e 284,627
Thereafter e i e e 709,044
Total $ 3,299,658
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The Port turned over the operation of its Marina to a private company through a long-term financing
lease and operating agreement on May 1, 2004, Minimum future lease payments to be received for the
succeeding years ending June 30 are as follows (in thousands):

Year Rental Revenues
2005 e s e ) 401
20016, .. e e e 413
2017 i veeeees creerererrrrerrete treraeneaans 426
2008 e st 438
20019, e i e 452
2020 = 2024 .0 2,470
20252029 oo 2,863 ]
2030 - 2034y e 3,319 '
2035 -2039 oo 3,848
2040-2044. ... e e 4,460
2045 = 204,10 e o 5,171
Thergafler s v s sreviveeiee s 5777
Total 3 30,038

3 PROPERTY HELD FOR RESALE
Primary Government

A summary of changes in Property Held for Resale is as follows (in thousands): -

Balance ' Balance
July 1, 2013 Additions Deductions  June 30, 2014
Property held for resale h 76966 § - 3 - '3 76,966

On August 21, 2013, the State Controller’s Office issued the asset transfer review pursuant to Health and
Safety Code section 34167.5 and reversed the March 3, 2011 agreement entered between the City and the
former Redevelopment Agency for the purchase and sale agreement of various former Agency properties ,
to the City. As of June 30, 2014, the property held for resale had no changes.

QOakland Redevelopment Successor Agency

As of June 30, 2014, ORSA has a total $100.3 million for properties booked at the lower of cost or net
realizable value. On May 29, 2014, pursuant to Health and Safety Code section 34191.4, the California
Department of Finance approved ORSA Long-Range Property Management Plan (“LRPMP”) addressing
the disposition and use of former Agency properties and authorizing the disposition of properties pursuant
to the LRPMP. The table below shows a summary of the changes in the Property Held for Resale (in
thousands):

Balance .Baiance
July 1, 2013 Additions Deductions  June 30, 2014
Property held for resale $ 100271 % - 3 - % 100271
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9 ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

Accounts payable and accrued liabilities as of June 30, 2014, for the City's individual major funds,
nonmajor governmental funds in the aggregate, business-type activities. — enterprise fund and internal
service funds, are as follows (in thousands):

Accounts Accrued Payroll/
Payable Employee Benelits Total

Governmental Activities:
General Fund $ 22672 % 70,619 % 63,291
Federal/State Grant Fund ) 13,638 - 13,638
Low and Moderate Income Housing Asset Fund 1,473 - 1473
Mumepal Capnal Improvement Fund 6,461 - 6,461
Gther Special Revenue Funds 6,290 - 6,290
Other Governmental Funds 2514 - 2514
Subtotal 53,048 70,619 123,667
[nternal service funds 5,681 - 5,681
TOTAL $ 58,729 § 70619 § 129,348

Business-type Activities:
Sewer Service Fund 4481 - 4481
Nonmajor Fund - Parks and Recreation 277 - 277
TOTAL $ 4758 % - 8 4,758

Accounts payable and accrued liabilities for the pension trust funds and private purpose trust funds at
June 30, 2014, are as follows (in thousands):

Pension Trust Funds:

Accounts payable b 6
[nvestments payable 6,284
Accrued investment management fees 40
Member benefits payable 4,731
Total 11,061
Private Purpose Trust Fund
" Qakland Redevelopment Successor Agency Trust Fund 13,186
Other Private Purpose Trust Fund 363
‘ 13,749

(10) TAX AND REVENUE ANTICIPATION NOTES PAYABLE

The City issued tax and revenue anticipation notes in advance of property tax collections. The notes were
. used to satisfy General Fund obligations and carried an interest rate of 1.25% to yield at 0.18% at maturity.
Principal and interest were paid on June 30, 2014,

The short-term debt activity for the year ended June 30, 2014, is as follows (in thousands):

Beginning Ending
Balance Issued Redeemed Balance
2013 - 2014 Tax & Revenue F .
Anticipation Notes $ - % 78230 % (78,230) % -
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(11) LONG-TERM OBLIGATIONS
Primary Government

The following is a summary of long-term obligations as of June 30, 2014 (in thousands):
Governmental Activities

Final
Maturity Remaining
Type of Qbligation Year Interest Rates Amount

General obligation bonds (A) 2039 3.50-6.25% $ 290.449
Lease revenue bonds (C) 2027 3.00 - 5.50% 141.555
Pension obligation bonds (D) 2026 2.37-6.89% 348,512
Accreted interest (C) and (D) 169,923
City guaranteed special assessment

disinict bonds (D) 2039 2.00-6.70% 6,365
Plus Deferred Amounts:

Bond imsurance premuum 18,390

Total 975,194
Notes Payable and Capital Leases
Notes payable (C) and (E) 2017 1.00-8.27% 3,330
Capntal leases (C) and (E) 2025 146 -5.46% 51,349
Total 56,679
Other Long-Term Liabilities
Accrued vacation and sick leave (F) 40,310
Self- insurance hability - workers' compensation (C) 83,484
Self-insurance lability - general liability (C) 32,341
Estimated environmental cost (B) and (C) 2,153
Pledge obligation for Coliseum Authority debt (C) 53,225
Net OPEB obligation (C) 235,095
Interest rate swap agreement (C) 9,743

Total i 456,353
Total Governmental Activities Long-Term Obligations, Net $ 1,488,226

Debt service payments are made from the following sources:

{A) Property tax recorded in the debt service funds

(B) Revenues recorded in the general fund

(C) Property tax voter approved debt

(D) Revenues recorded 1n the special revenuoe funds

(E) Compensated absences are financed by governmental funds (General Fund, Federal/State Grant

Fund, LMIHF, Municipal Capital Improvement Fund, and Other Governmental Funds) and
proprietary funds (Sewer Service Fund) that are responsible for the charges.
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Business-Type Activities

Final Maturity Remaining
Type of Obligation Year Interest Rates Amount
Sewer fund - Bonds 2029 200- 3.00% $ 38,555
Unamortized Bond Premium 5,144
Total Business-Type Activities Long-Term Obligations, Net $ 43,699
Oakland Redevelopment Successor Agency
Final Maturity Remaining
Type of Obligation Year Interest Rates Amount
Tax Allocation Bonds m 2041 3.00 - 8 50% $ 332,185
Housing Set-Aside Bonds ™ 2042 325-925% 117,605
Plus (less) Deferred Amounts:
Issuance premiums 11,045
Issuance discounts (2,251)
Total ORS A Long-Term Obligations, Net 5 458,584
Component Unit - Port of Oakland
Final Maturity Remaining
Type of Obligation Year Interest Rates Amount
Senier and intermediate lien bonds 2033 2.00-550% $ 1,118,890
Notes and loans 2030 0.13 - 5.00% 82,538
Plus Deferred Amounts:
Unamortized bond discounts and premiums, net 56,837
Total bonds, notes, and loans payable 1,258,265
Self~msurance fiability - workers' compensation 11,182
Accrued vacation, sick leave and compensatory time 7,072
Environmental remediation and other habilities 14,780
Net OPEB obligation 10414
Total other long-term obligations 43,448
Total Component Unit Long-Term Obligations, Net 3 1,301,713

1
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Revenues Pledged for the Repayment of Debt Service - ORSA

Tax Allocation Bonds

£
k)

The Tax Allocation Bonds (TAB), which are comprised of Series 2006T, Series 2009T, Series 2006A
TE/T, Series 2006B TE/T, Series 2006C TE/T, Series 2010T and Refunding Bond Series 2013 are
issued primarily to finance redevelopment projects and are all secured by pledge of redevelopment
property tax revenues (i.e. former tax increment), consisting of a portion of taxes levied upon all
taxable properties within each the tax increment generating redevelopment project areas, and are
equally and ratably secured on a parity with each TAB series.

As of June 30, 2014, the total principal and interest remaining on these TABs was estimated at $509.4
million and the property tax revenues are pledged until the year 2041, the final maturity date of the
bonds. The former Agency’s debt service payments are requested through the Recognized Obligation
Payment Schedule (ROPS) as enforceable obligations until the debt obligations have been satisfied.

Historically, upon receipt of property tax increment, the ORSA calculated the 80 percent .and
20 percent and the voluntary 5 percent amount of tax increment and would then transfer the 20 percent
and 5 pencent portion to the Low and Moderaie Income Housing Fund, as required by the California
Health and Safety Code and the ORSA board resolution. The previous requirement to bifurcate the tax
increment into 80 percent and 20 perceni portions was eliminated in AB X1 26. However, in order to
maintain compliance with bond indentures secured by the 80 percent and 20 percent tax increment, the
Oakland Redevelopment Successor Agency plans to request the funds through the Recognized
Obligation Payment Schedule (ROPS) from the Redevelopment Property Tax Trust Fund (“RPTTF”)
pursuant to Health and Safety Code 34183 (2){2}(A) as an enforceahle obligations for debt service
payments until the debt obligations have been satisfied.

Housing Set-Aside Bonds /

The Housing set-aside bonds, which is comprised of Series 2006A, Series 2006A-T and Series 201 TA-
T are issued to finance affordable housing projects and are secured by a pledge and lien upon the 20%
redevelopment property tax revenue (i.e. former tax increment) set-aside for the low and moderate
income housing fund.

As of June, 30, 2014, the total principal and interest remaining on the Housing set-aside bonds was
estimated at $227.5 million and the property tax revenues are piedged until the year 2042, the final
maturity date of the bonds. The former Agency’s debt service payments are requested through the
Recognized Obligation Payment Schedule (ROPS) as enforceable obligations until the debt obligations
have been satisfied.

In the future, in order to maintain compliance with bond indentures secured by the 20 pefcent tax
increment, the Qakland Redevelopment Successor Agency plans to request the funds through the ROPS
from the RPTTF pursuant to Health and Safety Code 34183 (a)(2)}(A) as enforceable obligations for
debt service payments until the debt obligations have been satisfied.

Revenues Pledged for the Repayment of Debt Service — Port
The Port’s long-term debt consists primarily of tax-exempt bonds. The majority of the Port’s cutstanding

bonds are revenue bonds, which are secured by pledged revenues of the Port. Pledged revenues are
substantially all revenues and other cash receipts of the Port, including, without limitation, amounts held
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in the Port Revenue Fund with the City, but excluding amounts received from certain taxes, certain
insurance proceeds, special facilities revenues, and certain other gifts, fees, and grants that arc restricted
by their terms to purposes inconsistent with the payment of debt service.

Pledged revenues do not include cash received from passenger facility charge (PFCs) or customer facility
charge (CFCs) unless projects included in a financing are determined to be PFC or CFC eligible and bond
proceeds are expended on such eligible projects and the Port elects to pledge PFCs or CFCs as
supplemental sccurity to such applicable bonds. As of June 30, 2014, the Port has no bonds for which
PFCs or CFCs are pledged.

The Port did not capitalize any interest cost in fiscal year 2014. For additional disclosures on revenues
pledged for repayment of Port debt, see the separately issued financial statements of the Port.

Debt Compliance

There are a mumber of limitatians and restrictions contained in the various bond indentures held by the
City, ORSA, and the Port, Management believes that the City, ORSA, and the Port are in compliance.

Legal Debt Limit and Legal Debt Margin

As of June 30, 2014, the City’s debt limit (3.75% of valuation subject to taxation) was $1,168,926,502.
The total amount of debt applicable to the debt limit was $290,448,558. The resulting legal debt margin
was $878,477,944,

Interest Rate Swap
Oakland Joint Powers Financing Authority Leasc Revenue Bonds, 1998 Series A1/A2

Objective of the Interest Rate Swap: On January 9, 1997, the City entered into a forward-starting
synthetic fixed rate swap agreement (the “Swap™) with Goldman Sachs Mitsui Marine Derivatives
Products, U.S., L.P. (the “Counterparty™) in connection with the $187,500,000 Oakland Joint Powers
Financing Authority (the “Authority”) Lease Revenue Bonds, 1998 Series A1/A2 (the “1998 Lease
Revenue Bonds™). Under the swap agreement, which effectively changed the City’s variable interest
rale on the bonds to a synthetic fixed rate, the City would pay the Counterparty a fixed rate of 5.6775%
through the end of the swap agreement in 2021 and receive a variable rate based on the Bond Market
Association index, The Cily received an upfront payment from the Counterparty of $15 million for
entering into the Swap.

On March 21, 2003, the City amended the swap agreement to change the index on which the Swap is
based from the Bond Market Association index to a rate equal to 65% of the 1-month London Interbank
Offered Rates (“LIBOR™), This amendment resulted in an additional upfront payment {rom the
Counterparty to the City of $5.975 million.

On June 21, 2003, all of the outstanding 1998 Lease Revenue Bonds were defeased by the Oakland
Joint Powers Financing Authority Refunding Revenue Bonds, 2005 Series A-1, A-2 and B (“Series
2005 A & B Bonds™). $143,093,669 was deposited with the trustee to defease the 1998 Lease Revenue
Bonds. However, the Swap associated with the 1998 Lease Revenue Bonds still remains in effect. This
1s now a stand-alone swap with no association to any bond.

y
W
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The amortization schedule is as follows as of June 30, 2014:

Caleulation period Notional Fixed Rate To
(July 31) Amount Counterparty 65% of LIBOR' Net Rate
2014 3 53,700,000 56775% 0 1009% 5 5766%
2015 46,400,000 56775% 0 1609% 5§ 3766%
2016 39,300,000 56775% 0 1009% 3.5766%
2017 32,500,000 56775% 0 1009% 5 5766%
2018 25,800,000 5.6715% 0 1009% 5 5766%
2019 19,300,000 5.6775% 0.1009% 5.5766%
2020 12,800,006 5.6775% 0 1009% 5 5766%
2021 6,400,000 5.6775% 0 1009% 5 5766%

' Rate1s as of 1-month LIBOR on June 30, 2014 Rates are projections, LIBOR rate fluctuates daily.

Terms The swap agreement termiinates on July 31, 2021, and has a notional amount as of June 30,
2014 of $53,700,000. The notional amount of the swap declines through 2021, Under the Swap, the
City pays the counterparty a fixed payment of 5.6775% and receives a variable payment computed at
65% of LIBOR rate {total rate not to exceed 12%). The City’s payments to the counterparty under the
Swap agreement are insured by the third party bond insurer.

Fair Valye: Because interest rates have declined since the execution of the Swap, the Swap had a
negative fair value of $9,743,283 as of June 30, 2014. The fair value was estimated using the zero-
coupon method. This method calculates the future net settlement payments required by the Swap,
assuming that the current forward rates implied by the yield curve correctly anticipate future spot
interest rates, These payments are then discounted using the spot rates implied by the current yield
curve for hypothetical zero-coupon bonds due on the date of each future net settlement on the Swap.

Credir Risk The issuer and the counterparly take a credit risk to each other over the life of the swap
agreement, This is the risk that either the issuer or the counterparty will fail to meet its contractual
obligations under the swap agreement. The Counterparty was rated Aa2 by Moody’s Investors Service,
and AAA by Standard and Poor’s as of June 30, 2014. To mitigate the potential for credit risk, if the
counterparty’s credit quality falls below A3 by Moody’s Investors Service or A- by Standard and
Poor’s, the swap agreement provides the eounterparty, the City, the bond insurer for the Bonds and a
third party collateral agent to execute a collateral agreement within 30 days of such a downgrade.

Termination Risk An interest rate swap has some degree of termination risk. Linked to counterparty
risk, a termination of the swap will result in a payment being made or received by the City depending
on the then prevailing interest rate environment. The City may terminate the Swap if the counterparty
fails to perform under the terms of the contract. The City also may terminate the Swap if the
counterparty fails to execute a collateral agreement satisfactory to the City and the bond insurer within
30 days of the counterparty’s ratings falling below “A3” by Moody’s Investors Service or “A-" by
Standard and Poor’s.

The Counterparty may terminate the Swap if the City fails to perform under the terms of the contract.
The Counterparty also may terminate the Swap if the City’s ratings fall below “Baa3” by Moody’s
Investors Service or “BBB-" by Standard and Poor’s. If at the time of termination, the Swap has a
negative fair value, the City would be liable to the counterparty for a payment equal to the Swap’s fair
value.
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Changes in Long-term Obligations
Primary Government

The changes in long-term obligations for the year ended June 30, 2014, are as follows (in thousands):

Governmental Activities

Additional Current
obhgations, muturities,
interest accretion retsrements and Amounis
Balance at and net increnses net decreases Balance at due within
July 1, 2013 {decrcases) {1ncreases) June 30, 2014 ane year
Bonuds Payabie:
General cbhgation bonds $ 309,793 § - 3 18344 290449 S5 20,394
Leasc revenue bonds 176,850 - 1\ 35.205 141,555 31,600
Pension obligation bonds 367.394 - 18,882 348,512 18,079
Cuy guarantced special
assessment district bonds 6,690 - 325 6,365 345
Accreted interest on
appreciation bonds 162,874 23,907 16,858 169,923 32,607
Unamortized premium ,
and discounts, net 20219 - 1,829 18,390 1,829
TOTAL 1,043 820 23,907 92,533 975,194 94,854
Nofes Payable and Capital Leases:
Notes payable 7.8t5 - 2,485 5,330 2,180
Capnal Leascs 39228 16,831 7,710 51,349 10,586
TOTAL 47043 19,831 10,195 56,679 12,766
Other Long-Term Liabilities: ’
Accrued vacation and sick leave 40,564 49,803 50,057 40,310 30,037
Pledge obhgation for
Cohseum Authority debt 56,895 - 3.670 53,225 3,780
Estimated environmental cost 3,455 - 1,300 2,135 1,300
Self -insurance hability -
workers' compensation 80,596 24,651 21,763 © 83,484 20,119
Self -insurance hability -
general habiity 28,554 24,165 24378 32341 12,814
Net OPEDB obhgation 215252 40,476 20,633 . 235.095 -
Interest rate swap agreement 12,208 . - 2,465 9743 -
TOTAL 4317524 143,095 124,266 456,353 69,050
TOTALGOVERNMENTAL
ACTIVITIES LONG-TERM
QOBLIGATIONS $ 1528387 8§ 186,833 % 226994 § 1488236 % 176,670

Internal service funds predominantly serve governmental funds and therefore, the Iong-tenﬁ liabilities
of these funds are included as part of the above totals for governmental activities. At June 30, 2014,
$10.2 million of capital lcases and notes payable related to the internal service funds are included in the
above amounts. Compensated absences obligations are financed and recorded in the appropriate
governmental and proprietary funds when due.
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Business-Type Activities

Addittonal Current
obligations, maturities,
1nterest accretion retirements and Amounts
Balance at and netincreases net decreases Balance at due wathin
July 1, 2013 (decreases) (increases) June 30, 2014 one year
Sewer fund - Notes pavable 3 291 % - 8 91 % - 8 -
Sewer fund - Bonds { 48710 40,550 30,745 38,555 1,925
Unamortized bond prémmm 1,885 5,230 1,971 5,144 343

Total $ 508 § 45820 $ 53,007 % 43699 5 2,268

A summary of the Qakland Redevelopment Successor Agency changes in long-term debt for
June 30, 2014 are as follows (in thousands); :

Oakland Redevelopment Successor Agency

Additional Current
vhhigations, maturities,
mterest aceretion retirements and Amounts
Balance at and net increases net decreases Batance at due within
July 1, 2013 (decreases) {(1ncreases) June 30, 2014 one year
Tax Allocation Bonds $ 358980 § 102960 % 129,755 % 332,185 % 14,610
Housing Set-Aside Bonds 122,015 - 4410 117,605 4,990
Plus (less) Deferred Ameunts
[ssuance premums 5,695 10,519 5,169 11,045 1,245
Issuance discournts (2,387 - (136) (2.251) {(136)
Total $ 484303 % 113479 $ 139,198 % 458,584 & 20,709

Component Unit - Port of Oakland

Additional Current B
obligations, maturities, Amounts due
Balance at  interest accretion  retirements and Balance at within one
July 1,2013  and netincreases net decreases June 30,2014 year
Senior and intermediate
lien bonds $ 1,160,615 % - 5 41,725 % LLIBRID § 43,245
Notes and loans 83,755 - 1,217 82,538 228
Plus Unamortized bond discount
and premum, net 62,091 - 5,254 56,837 6,446
TOTAL 1,306,461 - 48,196 1,258,265 49919
Accrued vacation, sick leave,
and compensatory time 7,481 4814 5,223 7,072 5,223
Environmental remediation
and other habuities 15,601 ' 474 5,295 14,780 2,591
Self -msurance habiliy -
warkers' compensation 9,630 3,025 1,473 11,182 1,500
Self-msurance habity -
general hability 260 - 290 - -
Net OPEB obhgaton 10,453 12,789 12,828 10,414 -
TQTAL 47455 21,102 25,109 43 448 9,714
TOTAL COMPONENT UNIT
LONG-TERM OBLIGATIONS $ 1353916 § 21,102 % 73,305 % 1301713 % 59,633

80



CITY OF OAKLAND
Notes to the Basic Financial Statements (continued)
Year Ended June 30, 2014

Repayment Schedule:

Primary Government
The annuval repayment schedules for all long-term debt as of June 30, 2014, are as follows {in thousands):

Governmental Activities |

Special Assessment

Year Ending General Obligation Bonds Lease Revenue Bonds Dastrict Bonds
June 30 Principal Interest Principal Interest Principal Interest
2015 . $ 20394 % 14,685 31600 8 6465 % 45 5 268
2016 19,350 13,700 18,845 5,290 335 268
2017 20,425 12,748 19,775 4,382 350 250
2018 21,462 11,752 3,660 3,398 365 237
2019 22,612 10,693 5,935 3,125 370 225
2020-2024 82,464 37.688 34,500 10,795 2,015 97
2025-2029 40417 23,540 25,240 1,935 840 617
2030-2034 41,555 12,439 - - 660 442
2033-203% 21,770 3932 - - 875 208
2040-2044 - - - - 210 6

Total $ 200449 % 141,179 § 141,555 & 35390 % 6365 % 3,430
Year Ending Notes Payable Capital Leases
June 30 Principal Inferest Principal Interest
2013 $- 2,180 % 157 % 10,586 S 1276
2016 1,090 121 10,342 1,057
2017 2,060 33 7,339 815
2018 - - 7,008 637
2019 - - 5,776 468
2020-2024 - - go10 959
2023-2029 - - 1,388 42

Total ] 5330 3% 331 3 51,349 § 5,254

Pension Obligation Bonds . Total

Year Ending Accreted Acereted
June 30 Principal Interest Interest Principal Interest Interest
2015 $ 18,079 § 22,607 32892 % Bi184 § 22607 3 55,743
2016 17,210 24,688 35036 67,172 24,688 55404
2047 16,370 26,774 37,182 66.3[9 26,774 35,430
2018 252714 28,807 39,162 59,769 28,807 55,186
2019 24,707 TO30,841 41,001 39,400 30,841 35514
2020-2024 142,872 142233 186,594 270,761 142,233 236,953
2025-2029 104,000 - " 4938 171,885 - 31,072
2030-2034 - - - 42215 - 12,881
2035-2039 ’ - - - 22,645 - 4,140
20402044 - - - 210 - b

Subtotal $ 348512 % 275950 % 376805 §  #43560 § 275950 0§ 562389
Less unacereted micrest - (106,027) - - (106,027) -

$ 348512 § 168923 & 376805 § 843560 § 169923  § 562,389

"The specific year for payment of other long-term habilities 1s not practicable to detemune
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Business-Type Activities

Year Ending Sewer Revenue Bonds
June 30 Principal Interest
W5 L. e S 1,925 § 1,718
2016. L. 1,965 1,680
2017.. ... e 2,045 © 1,601
2018. . 2,125 1,519
2019 . 2,235 1,413
2020-2024 12,4635 5,764
2025-2029 . 15,795 2446
Total 3 38,555 § 16,141

Oakland Redevelopment Successor Agency

The debt service requirements for all debt are based upon a fixed rate of interest. The annual requirements
to amortize outstanding tax allocation bonds and other long-term debt outstanding as of June 30, 2014,
including mandatory sinking fund pavments, are as follows (in thousands):

Year Ending Tax Allocation Bonds Housing Set-Aside Bonds Total
June 30 Principal Interest Principal Interest Principal Interest
2015 $ 14610 % 18,036 § 4990 § 7809 § 19600 § 25,845
2016 21,045 17,121 5,240 7,535 26,285 24,656
2017 23,295 15,878 5,505 7,226 28,800 23,104
2018 23,650 14,526 5,840 6,876 25,490 21,402
2019 25,520 13,127 6,205 6,506 31,725 19,633
2020-2024 95,790 45,050 3L110 26,110 126,500 71,160
2025-2029 37,585 30,220 12,530 19,394 50,115 49,614
2030-2034 49,005 18412 13,395 15,570 62,400 33,982
2035-2039 38,845 4,674 17,990 10,703 56,835 15,377
2040-2042 2,840 212 14,800 2,134 17,640 2,346
Total § 332,185 % 177256 8 117605 § 109863 & 449790 3§ 287,119

Discretely Presented Component Unit — Port of Oakland

The Port’s required annual debt service payment for the outstanding long-term dcbt, not including
Commercial Paper Notes, as of June 30, 2014, are as follows (in thousands):

Year Ending June 30 Principal Interest Tatal

2015 $ 63356 S 60062 5 123418
2016 71321 56,773 (28,004
2017 74,317 52,038 126,355
2018 60,551 47,841 108,392
2019 57,400 45,103 102,503
2020-2024 300,183 183,465 485,648
2025-2029 364,502 102,760 467,262
2030-2033 209,798 21,350 231,148
TOTAL $ 12001428 0§ 571,392 5 1,772,820

D Commereial Paper has been classified as long-term debt because the Port has the intent and ability to continue to refinance

this debt Although the Port intends to refinance the Commercial Paper debt 1n the future, for purposes of this schedule,
Commercial Paper debt 1s amornzed over the fiscal year 2014-2017 pursuant to the “Term Loan™ provisions of the
Commercial Paper Reimbursement Agreements,
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The Port’s required debt service payments on its Senior Lien Bonds and Intermediate Lien Bonds are due
each May | and November 1 through May 1, 2033. The California Department of Boating and Waterways
loan is due each August 1 through August 1, 2029. Commercial Paper has been classified as long-term
debt because the Port has the intent and ability to continue to refinance this debt.

Current Year Long-Term Debt Financings

Qakland Redevelopment Suceessor Ageney, Central District Redevelopment Project Subordinated
Tax Allocation Refunding Bonds, Series 2013

On October 3, 2013, the Oakland Redevelopment Successor Agency issued $102,960,000 aggregate
principal amount of Qakland Redevelopment Successor Agency Central District Redevelopment Project
Subordinated Tax Allocation Refunding Bonds, Series 2013 (the “Series 2013 Bonds™) to refund all of
the outstanding Central District Redevelopment Project, Subordinated Tax Allocation Bonds, Series 2003
and Central District Redevelopment Project Subordinated Tax Allocation Bonds, Series 2005, each
previously issued by the Redevelopment Agency of the City of Oakland. The Series 2013 Bonds were
issued with interest rates ranging from 3.00% 1o 5.00% preducing yields ranging from 0.63% to 3.66%.
The final maturity of the Series 2013 Bonds is September 1, 2022.

Issuance of the Series 2013 Bonds generated approxlmately $9.3 million or 8.49% in net presem value
savings which is approximately $10.0 million in debt service savmgs through 2022,

Sewer Revenue Refunding Bonds, 2014 Series A

On March 20, 2014, the City of Oakland issued $40,590,000 aggregate principal amount of City of
Oakland Sewer Revenue Refunding Bonds, 2014 Series A (the “2014 Series A Bonds™) to refund all of
the outstanding City of Oakland Sewer Revenue Bonds, 2004 Series A. The 2014 Series A Bonds were
issued with interest rates ranging from 2.00% to 5.00% producing yields ranging from 0.20% to 3.52%.
The final maturity of the 2014 Series A Bonds is June 15, 2029.

Issuance of the 2014 Series A Bonds generated approximately $6.2 million or 12.74% in net present value
savings which is approximatety $13.4 million in debt service savings through 2029,

Master Lease - Installment Purchase Financing Contracts (IBM Phase I}

On September 4, 2013 and August 30, 2013, the City entered into Installment Purchase Iinancing
Contracts (2013A Financing Contract and 20138 Financing), respectively in the amount of § 10,683,407
for upgrades and enhancements to computer hardware and software for a new technology platform for the
business and operational needs of the Qakland Police Department. The 2013A Financing in the amount of
$7,948,283 was entered into with IBM Credit LLC on a tax-exempt basis with a final maturity of May 1,
2019; the interest rate on the financing is 2.86%. The 2013B Financing in the amount of $2,735,124 was
executed with Oracle Credit Corporation on a tax-exempt basis with final maturitics of October 1, 2017;
the interest rate on the financings is 0.00%.

Master Lease — Installment Purchase Financing Contracts (IBM Phase IT)
On June 30, 2014, the City of Oakland entered into a Master Lease-Purchase Agreement with IBM Credit

LLC in the principal amount of $4,452,981 to finance the acquisition of upgrades and enhancements for
the City’s information technology systems. The transaction was issued for the renewal of on-going

s
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information technology operations and maintenance agreements. The financing was done on a tax-exempt
basis with a final maturity of April 1, 2019; the interest rate on the finaneing is 2.76%.

Master Lease - Oracle Municipal Payment Plan Agrecments (Phase T)

On March 1, 2014, the City of Oakland entered into Municipal Payment Plan Agreements with Oracle
Credit Corporation in the principal amounts of $1,326,143 and $287,047 to finance the acquisition of
various computer hardware and software systems including Oracle Business Intelligence Foundation
Suite and Exalytics In-Memory Database. The financings were done on a tax-gxempt basis with final
maturities of Oetober 1, 2017; the interest rate on the financings is 0.00%.

Master Lease - Oracle Municipal Payment Plan Agreement (Phase II)

On May 21, 2014, the City of Oakland entered into a Municipal Payment Plan Agreement with Oracle
Credit Corporation in the principal amount of $581,162 to finance the acquisition of computer hardware
and soflware far the storage and backup systems for the existing Exadata, Exalogic, and Exalytics
environments. The financing was done on a tax-exempt basis with a final maturity of October 1, 2018; the
interest rate an the financings is 0.00%.

Master Lease — Parking Meter Lease 2034

On April 30, 2014, the City of Qakland entered into a Master Lease-Purchase Agreement with JPMorgan
Chase Bank, N A, in the principal amount of $2,500,000 to finance the acquisition of a parking meter
replacement system consisting of 4,300 new Smart Parking Meters and related equipment and services.
The new Smart Parking Meters provide a credit card enable single-space meter mechanism which retrofits
onto the current on-street parking meter poles. The financing was done on a tax-exemp! basis with a final
maturity of November 1, 2019; the interest rate on the financing is 1.55%.

Prior Year’s Debt Defeasance

In prior years, the City has defeased various bone issues by creating separate irrevocable escrow funds.
New debt has been issued and the proceeds have been used to purchase U.S. government securities that
were placed in the escrow funds. The investments and fixed earnings from the investments are
sufficient to fully service the defeased debt until the debt is called or matures. For financial reporting
purposes, the debt is considered defeased and is therefore removed as a Hability from the City’s
government-wide financial statements. As of June 30, 2014, the City has no defeased debt outstanding.

Authorized and Unissued Debt

The City has $62.3 milion (Measure DD) General Obligation Bonds authorized and unissued. The
volers, in a City election on November 3, 2002, authorized these bonds, The bonds are to be issued by
the City in general obligation bonds for the improvement of Lake Merritt, the Estuary, inland creeks,
Studio One, and other specifically identified projects in the City.

Conduit Debt
The following long-term debt has been issued by the City on behall of named agents of the City. The
bonds do not constitute an indebtedness of the City. The bonds are payable solely from revenue sources

defined in the individual bond documents, and from other monies held for the benefit of the bond
holders pursuant to the bond indentures. In the opinion of City officials, these bonds are not payable
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from any revenues or assets of the City, and neither the full faith and credit nor the taxing authority of
the City, State or any political subdivision thereof is obligated for the paymem of the principal or
interest on the bonds. Accordingly, no liability has been recorded.

The conduit debt issued and outstanding at June 30, 2014 (in thousands):
Authorized Outstanding at
and Issued  Maturity  June 30,2014

Oakland JPT'A Revenue Bond 2001 Series A Fruitvale

Transit Village (Fruitvale Development Corporation) § 19,800 07/01/33  § 14,570

" Redevelopment Agency of the City of Qakland, Multifamily Housing
Revenue Bonds (Uptown Apartment Project), 2005 Series A : 160,000 10/01/50 -
TOTAL § 179,800 5 14,570

Full Redemeption for the Multifamily Housing Revenue Bonds (Uptown Apartment Project), Series A
(12) GENERAL FUND BALANCE RESERVE POLICY

The City Council approved the original City Reserve Policy on March 22, 1994, Creation of the policy
was to help pay any unanticipated expenditures and pay for claims arising from the City’s insurance
program. In May 2010, the City adopted a revised reserve policy equal to seven and one-half percent
{7.5%) for unassigned fund balance of the General Purpose Fund {GPF) appropriation for each fiscal
year. The GPF accounts for the City’s operating budget that pays for basic programs and services as
well as elected offices and municipal business functions. The GPF is reported within the General Fund.

The reserve policy established criteria for the use of GPF reserve, the use of excess Real Estate
Transfer Tax (RETT) revenue, and use of one-time revenues, and to minimize draw-downs from the
GPF reserve by previous approved projects and encumbrances.

The policy also established a baseline for the Real Estate Transfer Tax at $40 million {an amount
collected in a normal year), with any amount over the baseline used as follows:
» Replenishment of the GPF reserves until such reserves reach 10 percent of current year
budgeted GPF appropriations; and the remainder.
¢ 50 percent to repay negative Internal Service Fund balances.
s 30 percent set aside the Police and Fire Retirement Systein (PFRS) Hability until tiris obligation
is met. .
» 10 percent to establish an Other Postemployment Benefits (OPLEB) trust; and
e 10 percent to replenish the Capital Improvement Reserve Fund until such baseline reaches
$10 million,

The pelicy also requires the City to conform to the following regarding the use of one-time
discretionary revenues:
s 50 percent to repay negative Internal Service Fund balances and,
e 50 percent’to repay negative fund balances in all other funds, unless legally restricted to other
purposes.

As of June 30, 2014, the City has $109.1 million in the GPF fund balance. Of this amount, $36.7
million is set aside to meet the mandated 7.5% required reserve of $33.5 million, and is reported in the
assigned fund balance of the General Fund.
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(13) SELF-INSURANCE

The City is exposed to various risks of loss related to torts: theft of, damage to, and destruction of
assets; errors and omissions; employee’s injuries; natural disasters; unemployment coverage; and
providing health benefits to employees, retirees and their dependents. For the past three years, there
have been no significant reductions in any of the City’s insurance coverage and no settlement amounts
have exceeded commercial insurance coverage.

The City is self-insured for its general liability, malpractice [iability, public official’s errors and
omissions, products and completed operations, employment practices liability, and auto liability up to
$3,000,000 retention level and up to $750,000 retention level for workers’ compensation and has
excess insurance with the California State Association of Counties — Excess Insurance Authority as
described in the Insarance Coverage section.

Property Damage

Property damage risks are covered on an occurrence basis by commercial insurance purchased from
independent third parties. All properties are insured at full replacement values after a $10,000
deductible to be paid by the City. Vehicles are insured at full replacement value after a $20,000
deductible. Equipment valued at more than $250,000 is insured at full replacement after a $100,000
deductible and equipment valued at more than $250,000 is insured at full replacement cost afie
$20,000 deductible. :

Workers’ Compensation

4

The City is self-insured for workers’ compensation. Payment of claims is provided through annual
appropriations, which are based on claim payment experience and supplemental appropriations. Of the
$83.5 million in claims liabilities as of June 30, 2014, approximately $21.1 million is estimated to be
due within one vear,

Changes in workers’ compensation clajms liabilities for the years ended June 30, 2014 and 2013 are as
follows (in thousands):

2014 2013
Self-msurance liability -
workers' compensation, begmmning of'year $ 80,596 5 85,558
Current year claims and changes in estimales 24,651 17,297
Claims payments (21,763) (22,259
Self-nsurance liability -
workers’ compensation, end of year 3 25484 § 80,596

The estimated undiscounted liability for claims and contingencies is based on the results of actuarial
studies and includes amounts for claims incurred but not reported and allocated loss adjustment
expenses. The estimated liability is calculated considering the effects of inflation, recent claim
settlement trands, including frequency and amount of payouts, and other economic and social factors.
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General Liability

Numerous lawsuits are pending or threatened against the City, The City estimales that as of June 30,
2014, the amount of liability determined to be probable of occurrence is approximately $32.3 million.
Of this amount, claims and litigation approximating $12.8 million are estimated to be due within one
year. The recorded liability is the City’s best estimate based on available information and may be
revised as further information is obtained and as pending cases are litigated. The City and the ORSA
are involved in various claims and litigation arising in the ordinary course of its activities. In the
opinion of the ORSA’s in-house counsel and the City Attorney’s Office for the City, none of these
claims are expected to have a significant impact on the financial position or changes in financial
position of the City and the ORSA. The City has not accumulated or segregated assets or set aside fund
balances for the payment of estimated claims and judgments.

Changes in general claims liabilities for the years ended June 30, 2014 and 2013 are as follows (in
thousands):

X 2014 2013
Self-insurance liability - general liabiiity, beginnuig of year § 28,554 % 33.971
Current year claims and changes i estimates 28,165 13,652
Claims payments (24,378) (19,069
Self-insurance liability - general habthty, end of ycar ) 32341 % 28,554

The estimated undiscounted ltability for claims and contingencies is based on the results of actuarial
studies and includes amounts “for claims incurred but not reported and allocated loss adjustment
expenses. The estimated liability is calculated considering the effects of inflation, recent claim
settlement trends, including frequency and amount of payouts, and other economic and social factors.

Tnsurance Coverage

On July 15, 2002, the City entered into a contract with the California State Association of Countics
Excess Insurance Authority (CSAC EIA), a joint powers authority, whose purpose is to develop and
fund programs of excess insurance for its member counties and cities. Effective July 1, 2011, the self-
insured retention levels and purchased insurance per occurrence are as follows:

Insurance Authority/

Self-Insurance Purchase Insurance
"~ Type of Coverage Retention (per occurrence/annual aggregate)
General Liability Up to $3,000,000 $3,000,000 to $25,000,000
Automobile Liability Up to $3,000,000 $3,000,000 to $25,000,000
Public Officials Errors and Omissions Up 1o $3,000,000 $3,000,000 to $25,000,000
Products and Completed Operations Up to $3,000,000 $3,000,000 to $25,000,000
Employment Practices Liability Up to $3,000,000 £3,000,000 to $25,000,000
Workers' Compensation Up to $750,000 $£750,000 to $100,000,000
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Discretely Presented Component Unit — Port of Oakland
Workers’ Compensation

The workers® compensation liability of $11,182,000 at June 30, 2014 is based upon an actuarial study
performed as of June 30, 2014 that assumed a probability level of 70% and a discount rate of 0.0%.
Changes in the reperted liability, which is included as part of environmental and other, follows (in
thousands):

2014 2013
Self-insurance liabilty -
workers' compensation, beginning of year $ 9630 % 8,190
Current year ¢claims and changes in estimates 3,025 2,632
Claims payments (1,473) {1.192)
Selftinsurance lanity -
workers' compensation, end of year $ 1,182 % 9,630

General Liability - Insurance

The Port purchases insurance on certain risk exposures including but not limited to property, crane, rail,
aumtomobiles liability, airport liability, umbrella liability, environmental liability, fidelity, fiduciary
liability, and public officials liability. Port deductibles for the various insured programs range from
$10,000 to $1,000,000 each claim. The Porl is self-insured for other general liability and
liability/litigation-lype claims, workers’® compensation of the Port’s employees and most first party
carthquake exposures. During fiscal year 2014, the Port carried excess insurance over $1,000,000 for the
sclf-insured general liability and workers compensation exposures. There have been no claim payments
related to these programs that exceeded insurance limits in the last three yeats.

As of June 30, 2014, the Port was a defendant in various lawsuits arising in the normal course of business,
including constructing public improvements or construction related claims for unspecified amounts. The
ultimate disposition of these suits and claims is not known and the Port’s insurance may cover a portion
of any losses. Port management may make provision for probable losses if deemed appropriate on the
advice of legal counsel. To the extent that such provision for damages is considered necessary,
appropriate amounts are reflected in the accompanying financial statements. A summary of the reported
liability included within the environmenial remediation and other liability on the statement of net position
is as follows (in thousands):

2014 2013
Self-insurance hability -
general habilty, beginning of year $ 200 § 5,663
Current year claims and changes in estimates (290) (926)
Claims payments - (4,447)
Selitinsurance habihty -
general lisbiliy. end of year 5 - % 290

On July 18, 2013, the port settled litigation with one of the Port’s long-term seaport tenants, SSA
Terminals, LLC and SSA Terminals (Qakland), LLC (collectively, SSAT). The settlement involved
four of the Port’s then seven marine terminals, and allowed SSAT to create a 350-acre mega-terminal at
the Port’s middle harbor. Under the settiement, SSAT leases two terminals through 2022 at
substantially similar rates and conditions, and assumes the lease on a third terminal throughi2016, with
one option to extend to 2022. Additionally, the Port agreed to terminate SSAT’s current lease at a forth
terminal effective September 30, 2013,
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Capital Improvement Projects

The Port maintains an Qwner Cantrolled Insurance Program (OCIP) and Professional Liability Insurance
Program (PLIP) for contractors and consultants working on Port Capital Improvement Projects (CIP).

OCIP provides general liability insurance and workers’ compensation insurance for contractors working
on CIP projects. The Port is responsible for payment of the deductible/self-insured retention, which is
currently $100,000 for each general liability and workers’ compensation claim. The Port’s OCIP
insurance broker provided an actuarial forecast for this program that projects losses within the
deductible/self-insured retention, which have not yet been accrued, of approximately $507,000 through
program expiration in July 2014,

The PLIP provides professionai liability insurance for consultants working on Port CIP projects. Subject
to this program, the consultants separately are responsible for paying the deductible/seif-insured
retentions, which are $50,000 for consultants with annual revenues under $20,000,000 and $1,000,000 for
consultants with annual revenues over $20,000,000. The Port’s deductible/self-insured retention is
$1,000,000. There is no actuarial forecast for this coverage.

(14y JOINT VENTURE
QOakland-Alameda County Coliseum

The County is a participant with the City of Oakland (City) in a joint exercise of powers agreement
forming the Qakland-Alameda County Coliseum Authority (Coliseum Authority), which was formed on
July 1, 1995 to assist the City and County in the financing of publie capital improvements in the Oakland-
Alameda County Coliseum Complex (Coliseum Complex) pursuant to the Marks-Roos Local Bond
Pooling Act of 1985. The Oakland-Alameda County Coliseum Financing Corporation (Financing
Corporation) is reported as a blended component unit of the Coliseum Authority. The eight-member
Board of Commissioners of the Coliseum Authority consists of two council members from the City, two
members of the Board of Supervisors from the County, two appeintees of the City Council, and two
appointees of the Board of Supervisors. The Board of Directors of the Financing Corporation consists of
the City Manager and the County Administrator.

Stadium Bonds — Background

In August 1995, the Coliseum Authority issued $9.2 million in Tixed Rate Refunding Lease Revenue
Bonds and $188.5 million in Variable Rate [.ease Revenue Bonds (collectively known as the Stadium
Bonds) to satisfy certain obligations of the Coliseum Authority, the City, the County, the Financing
Corporation and Qakland-Alameda County Coliseum Inc. (Coliseum Inc.), which then managed the
operations of the Colisenm Complex, to finance the costs of remodeling the stadiun portion of the
Coliseum complex as well as relocating the Raiders to the City.

On May 25, 2000, the Coliscum Authority issued $201.3 million in series 2000 C and D Refunding
Bonds to retire the 1995 Series B-1 and B-2 Variable Rate Lease Revenue Stadium Bonds. The balance
was reduced to $137.4 million as of May 31, 2012 through annual principal payments and optional calls.

On May 31, 2012, the Authority issued $122.8 million in Refunding Bonds Series 2012 A with coupons

of 2 to 5 percent to refund and defease all outstanding variable rate 2000 Series C Refunding Bonds. The
bonds were priced at a premium, bringing total proceeds to $138.1 million.

89



CITY OF OAKLAND
Notes to the Basic Financial Statements (continued)
! Year Ended June 30, 2014

These funds coupled with $13 million in the 2000 Series C reserve fund generated a total available funds
of $151.1 million which was used to refund the 2000 C Refunding Bonds of $137.4 million, fund a
reserve fund of $12.8 million and to pay underwriter’s discount and issuance cost of $0.9 million. The all-
in-interest cost of the 2012A refunding bonds was 3.04 percent,

There was an economic loss of $23 million (difference between the present value of the old and the new
debt service payments) due to the low variable interest rates on the old bonds and the higher fixed rates on
the new bonds. The Authority was unable to maintain the bonds at a variable rate because it was not able
to renew the letters of credit as required due to the tightening of the credit markets since 2008. However,
the Authority was abte to take advantage of the fixed rate market with historically low interest rates and
issued fixed rate bonds that generated a premium of $15.3 million.

The Stadium Bonds are limited obligations of the Coliseum Authority payable solely from certaiu
revenues of the Coliseum Authority, including revenues from the Stadium and Arena Complex and base
rental payments from the City and the County. The source of the Coliseum Authority’s revenues relating
to football games consists primarily of a portion of the club dues, concession, and parking payments. The
Coliseum Authority has pledged the base rental payments and most other revenues received under the
Master Lease from the lessees, the City, and the County to the trustee to pay debt service on the bonds. In
the event that football revenues and other revenues received in eoanection with the Stadium are
insufficient to make base rental payments, the City and the County are obligated to make up the shortfall
in the base rental payments from their respective general funds. The City and the County each have
covenanted to appropriate $11 million annually to cover such shortfall in revenue; however, the City and
the County are jointly and severally liable 1o cover such shortfall, which means that the City could have to
pay up to $22 million annually in the event of default by the County. Base rental payments are projected
to cover one hundred parcent of the debt service requirements over the life of the bonds. The obligation of
the City and the County to make such payments is'reduced to the extent the Coliseum Authority receives
revenues generated at the complex to pay debt service and for operations and maintenanee. The Stadium
Bonds are not general obligations of either the City or the County.

Arena Bonds — Background

On August 2, 1996, the Coliseum Authority issued $70 million Series A-1 and $70 million Series A-2
Variable Rate Lease Revenue Bonds {(Arena Bonds) to finance the costs of remodeling the Coliseum
Arena (Arena) and to satisfy certain obligatinns of the Coliseum Authority, the City, the County, and
Coliseum Inc. in connection with the retention of the Golden State Warriors (the Warriors) to play
professional basketball at the Arena for at least 20 basketball seasons, beginning with the 1997-98 season.
These obligations are evidenced in a series of agreements (the Warriors Agreements) among the Warriors
and the City, the County, Coliseum Inc., and the Coliseum Authority.

Under the Warriors Agreements, the Arena Bands are limited obligations of the Collseum Authority,
payable solely from revenues received by the Coliseum Authority on behalf of the City and the County.
Revenues consist of base rental payments from the City and County, certain payments from the Warriors
of up to $7.428 mitlion annually fronr premium seating revennes, the sale of personal seat licenses by the
Coliseum Authority, concessionaire payments and Arena naming rights. If necessary to prevent default,
additional premium revenues up to $10 million may be pledged to service Arena debt. If the revenues
received from the Warriors and from Arena operations are not sufficient to cover the debt service
requirements in any fiscal year, the City and the County are obligated to make up the shortfall in the base
rental payments from their respective general funds. The County and the City each have covenanted to
appropriate up to $9.5 million annually to cover such shortfalls in revenue; however, the City and the
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County are jointly and severally liable 10 cover such shortfall, which means that the City could have to
pay up to $19 million annually in the event of default by the County.

Allied Irish Bank had issued a direct-pay letter of credit for the Series A-2 Lease Revenue Bonds. Over
the past several years, the bank’s credit rating decreased significantly, increasing the interest rates the
Coliseum Authority had 1o pay on the bonds, The Coliseum Authority replaced Allied [rish Bank with
The Bank of New York as the letter of credit provider, so currently both bond series are backed by The
Bank of New York. L"

Debt Compliance

Long-term debt outstanding as of June 30, 2014 is as follows:

_Interest Autharized
Maturity Rate and Issued Qutstanding

Stadium Bonds
2012 Refunding Series A ‘

Lease Revenue Bonds February 1, 2025 Fixed $ 122,815 § 106,450
Arena Bonds
1996 Series A-1 Lease

Revenue Bonds February 1, 2026 Variable 70,000 43,205
1996 Series A-2 Lease

Revenue Bonds February 1, 2026 Variable 70,000 41,680

Subtotal 140,000 84,885
Total Long-term debt ) 262,815 § 191,335

The following is a summary of long-term debt transactions for the year ended June 30, 2014:

' Outstanding lease revenue bonds, July 1, 2013 $ 204,085
Principal repayments (12,750}

g Qutstanding lease revenue bonds, June 30, 2014 191,335

Amount due within one year (12,710

Amount due beyond one year 5 178625

Debt payments during the fiscal year ended June 30, 2014 were as follows:

Stadium Arena Total
Principal § 7340 § 5410 $ 12,750
Interest 5,467 215 5,682
Total $ 12807 § 5625 § 18432
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Debt service requirements for the Coliseum Authority debt:

For the Period Stadium Bonds Arena Bonds Total
Ending June 30, Principal  Interest  Principal  Interest””  Principal  Interest
2015 $ 7560 $ 5246 § 5150 $ 141 S 12710 § 5387
2016 7,865 4944 5,400 132 13,265 5,076
2017 8,255 4,552 5,800 122 14,055 4674
2018 8,670 4,138 6,200 112 14,870 4250
2019 9,100 3,706 6600 102 15,700 3,308
2020-2024 52,805 11,226 40,850 316 93655 11,542
2025-2026 12,195 610 14,885 23 27.080 633
Total S 106450 S 34422 § 84885 § 948 $§ 191335 S 35370

M As of June 30, 2014, the variable interest rates for the Arena Bonds, which includes Lease Revenue Bonds

Series A-1 and Series A-2, were 0.18% and 0 17%, respectively.
Management of Coliseum Authority

The Coliseum Authority entered into an agreement with the Qakland Caoliseum Joint Venture (OCJV) to
manage the entire Coliseum complex beginning July 1, 1998, On January 1, 2001, the Coliseum
Authority terminated its agreement with OCJV and reinstated its Operating Agreement with Coliseum
Inc. Coliseum Inc. subcontracted all of the operations of the Coliseum Complex to OCJV. The Operating
Agreement between the Coliseum Authority and Coliseum Inc. expired, by its terms, on July 31, 2006.
The Coliseum Authority entered into a Termination Agreement whereby, in return for certain
consideration, the Coliseum Authority agreed to perform the duties of Coliseum, Inc. on and after August
1, 2006, The Authority’s management agreement with OCJV expired in June 2012. In July 2012, AEG
Management Qakland, LLC took over management of the Coliseum Complex after signing a five year
agreement.

Under the joint exercise of power agreoment, which formed the Coliseum Authority, the County is
responsible for funding up to 50 percent of the Coliseum Authority’s operating costs and debt service
requirements; to the extent such funding is necessary. During the year ended June 30, 2014, the County
made contributions of $9.925 million to fund its share of operating deficits and debt service payments of
the Coliseum Authority,

The Coliseum Autfiority has anticipated a deficit for operating costs and repayment of its Stadium Bonds,
such that the City and County will have to contribute to base rental payments. Of the $20.5 million
appropriated in the general fund as part of the above agreements, it is estimated that the County will have
to contribute $9.894 million for the year ending June 30, 2015. There are many uncertainties in the
estimation of revenues for the Coliseum Authority beyond one year into the future; therefore, the County
has established a contingent liability to fund the Coliseum Authority deficit in the statement of net
position in an amount equal to its contingent share (50 percent) ot the outstanding Stadium Bonds, in the
amount of $53.225 miliion. The County has not established a contingent liability for the Arena Bonds
because management is of the opinion that revenues from the Arena, including payments from the
Warriors and revenues from Arena operations, will be sufficient to cover the debt payments.

Complete financial statements for the Coliseum Authority can be obtained from the County Auditor-
Controller’s Office at 1221 Oak Street, Room 249 Oakland, CA 94612,
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(15) RETIREMENT PLANS

The City has four defined benefit retirement plans: Oakland Police and TFire Retirement System
(PFRS), Gakland Municipal Employees’ Retirement System (OMERS), and the California Public
Employees’ Retirement System (PERS) Public Safety Retirement Plan and Miscellaneous Retirement
Plan. PFRS and OMERS are closed plans that cover employees hired prior to July 1976 and September
1970, respectively. These two plans are considered part of the City’s reporting entity and are included
in the City’s basic financial statements as pension trust funds. City employees hired subsequent to the
Retirement Plans” closure dates are covered by PERS, which is administered by the State of California,

Member and employer contributions are recognized in the period in which the contributions are due
pursuant to formal commitments, as well as contractual or statutory requirements, and benefits and
refunds are recognized when due and payable, it accordance with the terms of the Retirement Plans.

PERS OMERS PERS
Type of plan Single employer  Single employer Agent multiple empioyer
Reporting entity, City City State
Most recent actuarial study July 1, 2013 July 1, 2014 June 30, 2013

!

Police and Fire Retirement System (PFRS)

PFRS provides death, disability, and service retiremont benefits to uniformed employees and their
beneficiaries, Members who complete at least 25 years of service, or 20 years of service and have
reached the age of 55, or have reached the age of .63, are eligible for retirement benefits. The basic
retirement allowanee equals 50% of the compensation attached to the average rank held during the three
years immediately preceding retirement, plus an additional allowance of 1-2/3% of such compensation
for each year of service (up to ten) subsequent to: a) qualifying for retirement, and b) July 1, 1951. Early
retirees will receive reduced benefits based on the number of years of service. Benefit provisions and all
other requirements are established by the City Charter (Charter). The June 30, 2014 standalone f{inancial
statements are available by contacting the City Administrator’s Office, One Frank Ogawa Plaza,
Oakland, CA 94612, -

[n accordance with the Charter, active members of PFRS contribute a percentage of earned salaries
based upon entry age as determined by thz City’s consulting actuary. During the year ended
June 30, 2014, the confribution rate was 5.47%. By statute, employee contributions are limited to 13% of
earned salarics. Employee contributions are refundable with interest at 4% per annum if an employee
elects to withdraw from PFRS upon termination of employment with the City.

The City contributes, al a minimum, such amounts that are necessary, determined on an actuarial basis,
to provide assets sufficient to meet benefits to be paid to PFRS members. The City is required to fund all
liabilities for future benefits for all members by June 30, 2026. In order to do so, the City makes
contributions at rates established by consulting actuaries based upon plan valuations using various
assumptions as to salary progression, inflation, and rate of return on investments, The City’s
contributions are based on a level percentage of all uniformed employees’ compensation. Significant
actuarial assumptions used to compute actuarially determined contribution requirements are the same as
those used to cc mpute the pension benefits.
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The City issued pension obligation bonds in March 1997 to fund PFRS through June 2011. Bond
proceeds in the amount of $417,173,300 were contributed in fiscal year 1997 and, as a result, no
empioyer contributions are contractually required through fiscal year 2011. In fiscal year 2003, the City
made an advance contribution of $17,709,888 to PFRS.

In November 2007, City voters passed Measure M to modify the City Charter to allow PFRS to invest in
non-dividend paying stocks and 1o switch the asset allocation structure from 50% equities and 50% fixed
income to the Prudent Person Standard.

Effective July 1, 2011, the City resumed contributing to PFRS pension obligaticns. The City contributed
a total of $45,507,996 to PFRS for the year ended June 30, 2012. Using the current actuarial cost
method, these contributions are based on spreading costs as a level percentage of all uniformed
employees’ compensation through June 30, 2026. Budgeted administrative expenses are included in the
City contribution rates. The City must contribute, al a minimum, such amounts as are necessary, on an
actuarial basis, to provide assets sufficient to meet benefits to be paid to plan members.

On July 30, 2012, the City issued additional Pension Obligation Bonds (Series 2012) and contributed
$210,000,000 to PFRS. As a result of a funding agreement entered into between the PFRS Board and the
City, no additional contributions are required until July 1, 2017. See Note 11 for additional information,

As of July 1, 2013 (the date of the last PFRS actuarial valuation), the unfunded actuarial accrued liability
is approximately $215,000,000.

The City’s annual pension cost and prepaid asset, computed in accordance with GASB Statement No,
27, Accounting for Pensions by State and Local Governmental Employers, for the fiscal year ended
June 30, 2014, were as follows:

Annual Required Contribution (ARC) $ (20,300,000)
Interest on pension asset 26,228,942
Adjustment to the annual required contribution (31,613,144)
Annual Pension Cost (25,684,202}
Pension contribution -
Net pension assets, beginning of year 327,861,776
Net pension assets, end of year $ 302,177,574

The following table shows the City’s annual pension cost and the percentage contributed for the fiscal
year 2014 and each of the two preceding years:

Fiscal Year Annual Pension Pension Percentage (%) Net Pension
Ended June 30 Cost Contribution Contributed Asset
2012 § 47235275 3§ 45507996 96% $ 154,373,983
2013 36,512,207 210,000,000 575% 327,861,776
2014 25,684,202 - 0% 302,177,574
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Actuarial Assumptions and Funded Status

Information regarding the funded status of the plan as of the most recent valuation date is shown below
{1in millions),

Actuarial UAALas a
Acecrued Actuanal Unfunded Percentage of
Actuarial Luabdity Value of AAL Funded Covered Covered
Valuation {AAL) Assets (UAAL) Ratio Payroll Payroll
Date (a) (b) (a-b) (b/a) (c) {(a-b)c)
T /2013 % 6554 % 4404 § 2150 67 2% $ - N/A

Multiyear trend actuarial information about whether the actuarial value of plan assets is increasing or
decreasing relative to the actvarial accrued liability for benefits over time is presented in the Required
Supplementary Information (R8I} immediately following the notes to the basic financial statements.

A summary of the actuarial methods and significant assumptions used to calculate the funded status of
the valuation date and the annual required contribution for fiscal year ended June 30, 2014 are as
follows:

Description Method/Assumption Method/Assumption
Valuation Date July 1,2013" July 1,2012°
Actuarial Cost Method Entry Age Normal Cost Method Entry Age Normal Cost Method
Investment Rate of Return 6.75% 7 6.75%
inflation Rate, U.S, 3.25% 3.25%
Inflation Rate, Bay Area 3.375% 3.375%
Long-term General Pay 3.975% 3.975%
Increases
[Long-term Postretirement 3.975% 3.975%
Benefit Increases
Amortization Method Level Dollar Level Dollar
Amortization Period 23 years closed 23 years closed
as of July 1,2013 as of July 1, 2013
Asset Valuation Method Market value adjusted to reflect Expected actuarial value plus
investment earnings greater 20% of the difference from
than {or fess than) the assumed market value, with 110% and
rate over a five-year period. 90% market value corridor.

' The July 1, 2013 valuation was used to determine the funded status
2 The July 1, 2012 valuation was used to determine the annual required contribution for fiscal year 2014

Oakland Municipal Employces Retirement System (OMERS)

OMERS provides death, and service retirement benefits to participants of the plan. Members who
complete at least 20 years of service and have reached the age of 52, or who complete at least 5 years
of service and reach the age of 60, are eligible for retirement benefits. The retirement allowance is
calculated on a basis which takes into account the final three-years’ average compensation, age and the
number of years of service. Benefit provisions and all other requirements are established by the

95



CITY OF OAKLAND

Notes to the Basic Financial Statements (continued)
Year Ended June 30,2014

Charter, The June 30, 2014 standalone financial statements are available by contacting the City
Administrator’s Office, One Frank Ogawa Plaza, Oakland, CA 94612,

All active non-uniformed City employees hired prior to September 1970 have transferred to PERS as of
July 1, 2004. Accordingly, OMERS did not receive any employee contributions during the year ended
June 30, 2014, and will not receive any employee contributions in the future. Because of the OMERS’
current funded status, the City is currently not required to make contributions to OMERS. The funding
of the unfunded actuarial accrued liability is based on a level percentage of payroll over a period ending
July 1, 2020, as required by the City Charter.

On November 4, 2014, City of Oakland voters passed Oakland Measure EE, which grants the City of
Oakland Council the authority to terminate OMERS by purchasing a group annuity coniract to
guarantec pension payments to the remaining OMERS’ retirees and beneficiaries. This Measure is
effective January 2015.

Actuarial Assumptions and Funded Status

Information regarding the funded status of OMERS as of the most recent valuation date is shown below
{in thousands).

Actuarial UAALasa o
Accrued Actuanal Unfunded Percentage of
Actuarial laabiity Value of AAL Funded Covered Covered
Valuation (AAL) Assets (UAAL) Ratio Payroll Payroll
Date {a) by (a-b) (b/a) {c) ({a-b)/c)
72014 S 2824 8§ 4774 % {1,950 169 1% $ - N/A

Multivear trend actuarial information about whether the actuarial value of Plan assets is increasing or
decreasing relative to the actuarial acciued liability for benefits over time is presented in the Required
Supplementary Information (RSI) immediately following the notes to the financial statements.

A summary of the actuarial methods and significant assumptions used to calculate the funded status as
of the valuations date and the annual required contribution for fiscal year ended June 30, 2014 are as
follows:

Description Method/Assumption Mcthod/Assumption
Valuation Date July 1,2014" July 1,2012°

Actuarial Cost Method Entry Age Normal Cost Method Entry Age Normal Cost Method
Asset Valuation Method Market Value Market Value

Investment Rate of Return 6.25% 6.25%

Inflation Rate 3.25% ) 3.25%

Cost-of-living Adjustments 3.00%; 3.375% 3.00%

Amortization Method Closed Level Dollar Closed Level Dollar
Amortization Period 6 Years 6 Years

' The July 1, 2014 valuation was used to determine ihe funded status
2 The July 1, 2012 valuation was used to determine the annual required contribution for fiscal year 2014
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California Public Employees Retirement Systems (PERS)
Plan Description

The City of Qakland contributes to the California Public Employees Retirement System (PERS), an
agent multiple-employer public employee defined benefit pension plan. PERS provides retirement and
disability benefits, annual cost-of-living adjustments, and death benefits to plan members and
beneficiaries. PERS acts as a common investment and administrative agent for participating public
entities within the State of California. Benefit provisions and all other requirements are established by
state statute and City ordinance. Copies of PERS’ annual financial report may be obtained from their
Executive Office - 400 P Street, Sacramento, CA 95814, A separate report for the City’s plan is not
available,

Employee Organization

Tier Pension Plans

Safety

Miscellaneous

Tier One
{Classic Member)

Tier Two
{New Hires as of
June 9, 2011)

Tier Three: AB 340
(January 1, 2013)

Receive 3% at age 50. Pension
benefits are based on the one year
of highest salary.

Receive 3% at age 55. Pension
benefits are based on the final
average salary of 3 years under
the Government Code 20037,
Basic: 2% at age 57. Option 1:
2.5% at age 57. Option 2: 2.7% at
age 57. Pension benefits are based

Receive 2.7% at age 55. Final
compensation is based ol the twelve
{12) highest paid consecutive
months.

Receive 2.5% at age 55. Final
compensation is based on the highest
average annual compensation of the
three consecutive years.

2% at 62 Pension benefits are based
on the final average salary of 3 years
subject to established cap.

on the final average salary of 3
years subject to established cap.

Funding Policy

Participants are requiredrto contribute 8% for non-safety employees, 9% for police, and 13% for fire
employees of their annual covered salary, The City makes the contributions required of City employces
on their behalf and for their account. The City is required to contribute at an actuarially determined
rate; the current rate is 27.295% for non-safety employees and 33.346% for police and fire employees,
of annual covered payroll. The contribution requirements of the plan members and the City are
established and may be amended by PERS.

Annual Pension Cost

For 2013-14, the City’s annual pension costs of $48.8 million for the Safety Plan and $49.8 million for
the Miscellaneous Plan were equal to the City’s required and actual contributions. The required
contributions were determined as part of the June 30, 2011, actuarial valuation using the entry age
normal actuarial cost method. The actuarial values of plan assets were determined using techniques that
smoath the effects of short-term volatility in the market value of investments over a four-year period
(smoothed markel value). The plans’ unfunded actuarial accrued liability is amortized as a level
percentage of projected payroll over a closed 20-year period.
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Three-year trend information for the Safety and Miscellaneous Plans are as follows (in millions);

Safety Plan
Fiscal Year Annual Pension Percentage of Net Pension
Ended June 30, Cost (APC) APC Contributed Obligation
2012 $ 46.8 100% $ -
2013 40.5 100% -
2014 48.8 *100% -

Miscellaneous Plan

Fiscal Year

Annual Pension

Percentage of

Net Pension

Ended June 30,  Cost (APC)  APC Contributed _ Obligation
2012 $ 42.2 100% $ -
\ 2013 429 100% " -
2014 49.8 100% -

Funded Status and Funding Progress for PERS’ Retirement Plans

Safety Plan

As of June 30, 2013, the most recent actuarial valuation date, the Safety Plan was 67.9% funded. The
actuarial accrued liability for benefits was $1,487,554,559 and the actuarial value of Plan assets was
£1,009,460,115 resulting in an unfunded actuarial accrued liability (UAAL) of $478,094,444. The
annual covered payroll was $116,889.443, and the ratio of the UAAL to the annual covered payroll was

409.0%.

A summary of the actuarial methods and significant assumptions used to calculate the funded status of
the plan and the annual required contribution for the fiscal year ended June 30, 2014 are as follows: *

:

Deseription

Method/Assumption

Method/Assumption

Valuation Date

Actuarial Cost Method
Amortization Method
Average Remaining Period

Asset Valuation Method

Actuarial Assumptions:

Investment Rate of Return

Projected Salary Increascs

June 30, 2013 '
Entry Age Normal Cost Methaod
Level Percent of Payroll

»

Market Value

7.50% (net of administrative
expenses)

3.30% to 14.20% depending on
Age, service, and type of
employment

! The July 1, 2013 valuation was used to determinc the funded status
2 The July 1, 2011 valuation was used to determine the annual required contribution for fiscal year 2014
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32 years closed as of the
Valuation Date

15 Years Smoothed Market
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3.30% to 14.20% depending on
Age, service, and type of
employment
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=

Description Method/Assumption Method/Assumption
Inflation 2.75% 2.75%
Payroll Growth 3.00% 3.00%

Individual Salary Growth

Miscellaneous Plan

A merit scale varying by
duration of employment
coupled with an assumed
annual inflation growth of
2.75% and an annual
production growth of 0.25%

A merit scale varying by
duration of employment
coupled with an assumed
annual inflation growth of
2.75% and an annual
production growth of 0.25%

As of June 30, 2013, the most recent actuarial valuation date, the Miscellaneous Plan was 69.5%
funded. The actuarial accrued liability for benefits was $2,153,399,419 and the actuarial value of plan
assets was ¥$1,496,650,907, resulting in an unfunded actuarial accrued liability (UAAL) of
$656,748,512. The annual covered payroll was $183,384,391 and the ratio of the UAAL to the annual
covered payroll was 358.1%. Initial unfunded liabilities are amortized over a closed period that depends
on the plan’s date of entry in PERS. Subsequent plan amendments are amortized as a level of payroll

over a closed 20-year period.

A summary of the actuarial methods and significant assumptions used to calculate the funded status of
the plan and the annual required contribution for the fiscal year ended June 30, 2014 are as follows:

Description

Method/Assumption

Method/Assumption

Valuation Date
Actuarial Cost Method

Amortization Method

Average Remaining Period

Asset Valuation Method
Actuarial Assumptions:

Investmeni Rate of Return

Projected Salary Increases

Inflation

Payroli Growth

June 30, 2013

Entry Age Normal Actuarial
Cost Method

Level Percent of Payroll

Market Value

7.50% (net of administrative
expenses)

3.30% to 14.20% depending on
age, service, and type of
employment

2.75%
3.00%

" The July 1, 2013 valuation was used to determine the funded status
2 The July 1, 2011 valuation was used 1o determine the annual required contribution for fiscal year 2014
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June 30, 2011 2

Entry Age Normal Actuarial
Cost Method

Level Percent of Payroll

19 years closed as of the
Valuation Date

15 Years Smoothed Market

7.50% (net of administrative
expenses)

3.30% to 14.20% depending on
age, service, and type of
employment

2.75%

3.25%
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Description Method/Assumption Method/Assumption
Individual Salary Growth A merit scale varying by A merit scale varyiiig by
duration of emplayment duration of employment
coupled with an assumed coupled with an assumed
annual inflation growth of annual inflation growth of
2.75% and an annual 2.75% and an annual
production growth of (.25% production growth of 0.25%

The schedules of funding progress for the Public Safety and Miscellaneous Plans are presented as RSI
following the notes to the financial statements, and present multiyear trend information about whether
the actuarial valuation of plan assets is increasing or decreasing over time relative to the actuarial
accrued liability for benefits.

(16) POSTEMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS (OPEB)
Primary Government
Plan Description

The City has three programs in place to partially pay health insurance premiums for certain classes-of
retirees from City employment. City retirees are eligible for retiree health benefits if they meet certain
requirements relating to age and service. The retiree health benefits are described in the labor
agreements between the City and loca! unions and in City resolutions. The demographic rates used for
the California Public Emplovee Retirement System (PERS) were public safety employees retirements
benefits under a 3% @ SO formula and miscellanecous employees retirement benefits under a 2.7% @
55 formula,

As of June 30, 2014, the City began to partially pre-fund the annual required contribution (ARC) to the
California Employer’s Retiree Benefit Trust (CERBT), an agent multiple-employer defined benefit
postemployment healthcare plan administered by PERS. The CERBT is an Internal Revenue Code
(IRC) Section [15 Trust and an investment vehicle that can be used by all California public empleyers
to prefund future retiree health and other postemployment benefit (OPEB) costs,

The City’s single-employer defined benefit retiree health plan (Retiree Health Plan) allows eligible
tetirees and their dependents to receive employer-paid medical insurance benefits through PERS. The
medical insurance reimbursement is not to exceed the Kaiser-HMO family plandrate. The Retiree
Health Plan also includes dental and vision benefits and reimbursement of Medicare part B monthly
insurance premium. The Retiree Health Plan does not issue a separate financial report.

Funding Policy
The City pays part of the health insurance premiums for all retirees from City employment receiving a
Jpension annuity earned through City service and participating in a City-sponsored PERS health benefit

plan on a pay-as-you-go basis. The City paid $20,632,950 for retirees under this program for the year
ended June 30, 2014
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Annual OPEB Cost and Net OPEB Obligation

The City’s annual postemployment benefit cost and net OPEB obligation for the Retiree Health Plan as
of and for the fiscal year ended June 30, 2014 were as follows (in thousands);

Annual Required Contribution (ARC) ) 39418
Interest on net OPEB obligation 12,033
; Adjustment 1o ARC {10,975) .
Annual OPEB cost 40,476
FEmployer Contribution (20,633)
Increase in net OPER obligation 19,843
Nct OPEB obligation, beginning of year 215,252
Net OPEB obligation, end of year 3 235,095

The City’s annual OPEB cost, the percentage of anaual OPEB cost contributed during the fiscal vear,
and the net OPEB obligation at the end of the year for the City’s single employer Retiree Health Plan
were as follows (in thousands):

Fiscal Year Ended Percentage OPEB Net OPEB
June 30, Annual QPEB Cost  Cost Contributed Obligation
202 $ 46,401 36.2% 8 186,583
2013 46,291 38.1% 215,252
2014 40,476 51.0% 235,095

OPEB Funded Status and Funding Progress ,
As summarized in the table below, as of July 1, 2013, the most recent actuarial valuation date, the
City’s Retiree Health Plan was zero percent funded on an actuarial basis. Changes to the UAAL for the
QOPEB Plan was primarily the result of the actuarial value of assets being zero. The City is on a pay-as-
you-go funding progress and as June 30, 2014, it has begun to partially pre-fund the annual required
contribution (ARC) 10 CERBT. As of June 30, 2014, the City has $2.2 million set aside for future
liabilities. The specific funded status for the OPEB plan is summarized in the table below, as of
July 1, 2013 (in thousands):

UAALasa
Actuanal Accrued  Actuarial Value of  Unfunded AAL  Funded Covered Percentage of
Actuarzl Liability (AAL} Assets (UAAL) Ratio Payroll Covered Payroll
Valuation Date (a) . (b) (a-b) (b/a) {c) ({a-b)c)
71172013 5 463,851 § - k) 463,851 0 3 322,170 144%

The Schedule of Funding Progress, presented as Required Supplementary Information (RSI) following
the Notes to the Basic Financial Statements, presents information about whether the actuarial value of
plan assets increased or decreased in relation to the actuarial accrued liability for benefits. Actuarial
valuations involve estimates of the value of reported amounts and assumptions about the probability of
events far into the future, and actuarially determined amounts are subject to continual revision as actual
results are campared with past expectations and new estimates are made about the future.

101



CITY OF OAKLAND

Notes to the Basic Financial Statements (continued)
Year Ended June 30,2014

Projections of benefits for financial reporting purposes are based on the substantive plan in effect and
include the types of benefits provided at the time of each valuation and the historical pattern of sharing
of benefit costs between the employer and plan members to that point. The actuarial methods and
assumnptions used include techniques that are designed to reduce the effects of short-term volatility in
actuarial accrued liabilities and the actuarial value of assets, consistent with the long-term perspective
of the calculations.

Actuarial Methods and Assumptions for OPEB Plan

The actuarial methods and assumptions used include techniques that are designed to reduce the effects
of short-term volatility in actuarial accrual liabilities and the actuarial value of assets, consistent with
the long-term perspective of the calculations. The more significant actuarial methods and assumptions
used in the calculatians of the annual OPEB cost and the annual required contribution for the fiscal year
ended June 30, 2014 and the funded status as of July 1, 2013 are as follows:

Description Method/Assumption
Valuation Date July 1, 2013
Actuarial Cost Method Entry Age Normal Cost Method
Amortization Method Level Percent of Payroll
Average Remaining Period 30 years open as of the Valuation Date
Asset Valuation Method 5 Years Smoothed Market
Actuarial Assumptions: ;
Discount Rate ' 5.59%
Projected Salary Increases 2.5% per year growth
Inflation 3.00%
Demographic Rate Retirement benefit at 3% 50 formula for Safety employees and at

2.7% @ 55 formula for Miscellaneous employecs.

Health Care Cost Trends Rate 7.25% for fiscal year 2014, graded down to 5.00% for fiscal year
2025 and bevond. For post-Medicare benefits the trend rate for
heaith claims is 6.00% for fiscal year 2014.grading down to 5.00%
for 2025 and beyond. The trend for fiscal year 2013 is based on the
actual known premium rate changes. The trend rate is determined
by the Plan sponsar based on historical data and anticipated
experience under the Plan,

' The City began to partially pre-fund the ARC in June 2014 by participating in CERBT sponsored by CalPERS,
and therefore the discount rate is a blend of the expected return on assets for the CERBT assets and the expected
return on the City's general assets.
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Discretely Presented Component Unit — Port of Oakland
Plan Description

The Port contributes to the California Employer’s Retiree Benefit Trust (CERBT), an agent multiple-
employer defined benefit postemployment healthcare plan administered by CalPERS. The CERBT is an
Internal Revenue Code Section 115 trust and an investment vehicle that can be used by all California
public employers to prefund future retiree health and Other Postemployment Benefits (OPEB) costs.

The Port’s Retiree Health Plan allows eligible retirees and their dependents to receive employer paid
medical insurance benefits through CalPERS, subject to certain limitations described below.
Additionally, through the Port’s Retiree Healith Plan, employees hired before October 1, 2009 [before
January 1, 2013 for members of the Services Employees International Union (SEIU) and International
Brotherhood of Electrical Workers (IBEW)] are eligible to receive dental and vision benefits.

Prior to 2011, eligible retirees must have attained the age of fifty or over at the thne of retirement, have
five or more years of CalPERS service, and must be eligible to receive PERS retirement benefits. On
July 21, 2011, the Port adopted resolutions that established a Health Benefit Vesting Requirement for
employees ‘hired on or after Seplember 1, 2011 {on or after April 1, 2013 far members of SEIU and
IBEW).

Under the adopted vesting schedile, the Port shall pay a percentage of retiree medical coverage for a
retiree and his or her cligible dependents based on the provisions of Section 22893 of the California
Government Code. Under these rules, a retiree must have at least 10 years of credited service with a
CalPERS agency, at least five of which are with the City/Port. The Port will pay a percentage of
employer contributions for the Retiree based upon the following:

Years of Credited Service Percentage of Employer
(at least 5.af which.are with the City/Port) Contributions

10

11 55
12 60
13 65
14 70
15 75
16 80
17 85
18 20
19 95
20 100

Funding Policy

Benefit provisions are established and are amended through negotiations between the Port and the various
bargaining units during each bargaining period. The Port pays a portion of retiree benefit expenses on a
pay-as—you-go basis to third parties, outside of the CERBT fund, and funds the remaining annual required
contribution (ARC) to the CERBT fund.
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As of June 30, 2014, there were approximately 535 employees who had retired from the Port and were
participating in the Port’s Retiree Health Plan. During fiscal year ended June 30, 2014, the Port
contributed $5,800,000 to the CERBT and made payments of $7,028,398 on behalf of eligible retirees to
third parties outside of the CERBT fund.

Annual OPEB Cost and Net OPEB Obligation

The Port’s annuat OPEB cest is equal to (2) ARC, an amount actuarially determined in accordance with
the parameters of GASB Statement 45, plus (b) one year’s interest on the beginning balance of the net
OPEB obligation, and minus (¢) an adjustment to the ARC. The ARC represents a level of funding that,
if paid on an ongoing basis, is projected to cover the normal cost of each vear and any unfunded
actuarial liabilities {or funding excess) amortized over an apen period of thirty years.

The following table shows the components of the Port’s annual OPEB cost for the year, the amount
contributed to the CERBT, and changes in the Port’s net OPEB obligation to the Plan as of
June 30, 2014 (in thousands):

Annual Required Contribution (ARC) S 12,844
Interest on net OPER obligation 732
Adjustment to ARC (787)
Annual OPEB cost 12,789
Employer Contribution (12,828)
Increase in net OPED obligation (39
Net OPEB oblgation, beginning of year ‘ 10,453
Net OPEB obligation, end of year $ 10,414

The Port’s annual OPEB cost and net OPEB obligation are as follows (in thousands):

Fiscal Year Ended Percentage OPEB Net OPEB
June 30, Annual OPEB Cost  Cost Contributed Obligation
2012 § 10,983 99.6% b 10,510
2013 10,984 100.5% 10,453
2014 12,789 100 3% 10,414

Funded Status and Funding Progress

The unfunded actuarial accrued liability is being amortized as a level percentage of expected payroll
over 30 years. The table below indicates the funded status of the Plan as of June 30, 2013, the most
recent actuarial valuation date (in thousands):

|
\.

UAAlLasa
Actuarial Accrued  Actuarial Valuc of  Unfunded AAL Funded Covered Percentage of
Actuaral Luability (AAL) Assets (UAAL) Ratie Payroll Covered Payroli
Valuation Date (&) (b) {a-b) . (b/a) (c) {{a-b)/c)
6/30/2013 $ 136616 % 375 % 105,901 225% $ 47823 221%
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Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the substantive plan in effect and
include the types of benefits provided at the time of cach valuation and the historical pattern of sharing
of benefit costs between the employer and plan members to that point. The actuarial methods and
assumptions used include techniques that are designed to reduce the effects of short-term volatility in
actuarial accrued liabilities and the actuarial value of plan assets, consistent with the long-term
perspective of the calculations.

Actuarial valuations of an ongoing plan involve estimates of the valne of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about future employment, mortality, and the healthcare cost trend. Actuartally determined
amounts are subject to eontinual revision as actual results are compared with past expeetations and new
estimates are made about the future.

The actuarial ces! method used for determining the benefit obligations of the Port is the Projected Unit
Credit Cost Method, Under the principles of this method, the actuarial present value of the projected
benefits is the value of benefits expected to be paid for active and retired employees. The AAL is the
present value of benefits attributed to employee service rendered prior to the valuation date. The AAL
equals the present value of benefits multiplied by a fraction equal to service to date over service at
expected retirement. The ARC for fiscal year 2014 was based on an actuarial valuation of the Port’s plan
as of June 30, 2013, which amaortized the Port’s UAAL over a “closed” period of 30 years.

Actuarial assumptions used for the valuation of the Port’s plan include a discount rate, which is based on
the CERBT expected rate af return far the plan assets, and annual health care cost trends, which is based
on the “Getzen”model published by the Society of Actuaries. The demographic assumptions regarding
turnover and retirement are based on statistics from reports for CalPERS under a “2.7% @ 55" benefit
schedule. The June 30, 2013 valuation used a discount rate of 7.00% and annual healthcare costs were
assumed to increase at rates ranging from 2.75% to 7.25%.

The schedule presented as Required Suopplementary Information follewing the notes to basie the
financial statements, presents multiyvear trend information, The Schedule of Funding Progress — Port of
QOakland Postemployment Benefits presents information about whether the actuarial values of plan
assets are increasing or decreasing over time relative to the actuarial accrued liabilities for benefits.

{17) COMMITMENTS AND CONTINGENT LIABILITIES
Construction Commitments
The City has eommitted to funding in the amount of $314.5 million to a number of eapital improvement

projects for fiscal year 2015 through fiscal year 2016. As of June 30, 2014, the City had construction
commitments for the acquisition and construction of assets as follows (in thousands):

Building. facilitics and infrastructure $ 23,533
Parks and open space 15,479
Sewers and storm drains 41,636
Streets and sidewalks 201,341
Technology cnhancements 17,831
Traffic improvements 14,664
Total Ny 314,484
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Other Commitments and Contingencies
Long-Range Property Management Plan (“LRPMP”)

Under ABx| 26, adopted on June 28, 2011, as amended by AB 1484 adopted on June 27, 2012, all new
redevelopment activities were suspended, with limited exceptions, and redevelopment agencies were
dissolved on February 1, 2012, and replaced with successor agencies. Under this legislation, the
Oakland Oversight Board, the California Department of Finance (“DOF”) and the California State
Controller’s Office have varying degrees of responsibility and oversight over the dissolution process
and successor agency activities. Health and Safety Code section 34179.7 provides that DOF will issue a
finding of completion to a successor agency that makes required payments of available cash assets for
distribution to taxing entities. On May 29, 2013, the Oakland Redevelopment Successor Agency
(“ORSA™), after making its required payments, received its Finding of Completion {rom DOF.

On May 29, 2014, pursuant to Health.and Safety Code (*HSC™) section 34191.4, the California
Department of Finance approved ORSA Long-Range Property Management Plan (“LRPMP™)
addressing the disposition and use of the former Agency properties and authorizing the dispositien of
properties pursuant to the plan,

Wood Street Affordable Housing Project Environmental Remediation

The Wood Stteet Affordable Housing Project analytieal results show concentrations of arsenic, lead,
total petroleum hydrocarbons as diesel and polycyclic aromatic hydrocarbons in site soils and or ground
water sample. As of June 30, 2014, environmental remediation clean up activities has not been
completed yet. The ORSA has set-aside $300 thousand in escrow to cover the remaining environmental
obligations.

Oakland Arny Base Environmental Remedintion

Land held for the Oakland Army Base project may be subject to environmental remediation as required
by the Comprehensive Environmental Respense, Compensation and Liability Act. If and when such
environmental remediation is required, the former redevelopment agency and the Port are responsible
for the first $13.0 million of environmental remediation costs; including environmental remediation
insurance. The former Agency has received a federal grant of $13 million to pay for the above-
mentioned environmental remediation costs including a $3.5 million insurance premium. As of
June 30, 2011, the former Agency has spent approximately $13.0 million on this project. $10.9 million
has been reimbursed by the U.S, Department of the Army (Army). In FY 2013-14, the City received the
$2.1 million from the Army.

The next $11.0 million of environmental remediation costs are to be shared equally by the City and the
Port. As of June 30, 2014, the City has recorded its remaining share of $1.6 million in estimated
environmental cost under long-term liabilities. The next $9.0 million will be paid from insurance
proceeds from the environmental remediation policy. If subsequent environmental remediation is
required after the initially-required remediation is complete, then the environmential site liability policy
will cover up to $30 million in additional environmental remediation-related costs. The City and the
Port have agreed to share equally in any environmental remediation-related eosts above $21 million
that are not covered by insurance.
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As part of the City and the former Agency properties purchase and sale agreement of March 3, 2011,
the Oakland Army Base operations and remediation liabilities have been transferred to the City. In
August 2013, the State Controlier’s Office, pursuant to Health and Safety Code section 34167.5 asset
transfer review deemed the Oakland Army Base properties allowable and recommended for the City to
the Qakland Army Base and its assets. The City management believes that none of the estimated
environmental remediation costs will cause the recorded amounts of any properties held for resale to
exceed their estimated mef realizable values. }

Discretely Presented Component Unit — Port of Qakland

As of June 30, 2014, the Port had construction commitments for the acquisition and construction of
assets as follows (in thousands):

Aviation $ 94,251
Maritime 51,787
Commercial real estate & Support Division 64
Total . 5 146,102

The most significant projects for which the Port has contractual commitments for construction are:
Runway Safety Area of $6.6 million, Airport Terminal Renovation projects of $84.6 million and, phase 1
of the new rail terminal project on Port-owned OAB property of $48.3 million.

Power Purchases

The Port purchases electrical power for resale and self-consumption and currently has three power
purchase agreements with East Bay Municipal Utility ("EBMUD”), the Western Area Power
Administration (“WAPA™) and SunEdison, LLC (*SunEdison™) with expiration dates greater than four
years.

Contract
Ending Contract Estimated

Counterparty Year Structure Output Estimated Annual Cost

EBMUD 2017 Take and Pay - 8,000 MWH Approx. $584,000 with
{Pay contract price no annual escalator
only if energy is
received)

WAPA 2024 Take or Pay - (Pay 17,000 MWH Approx. $800,000
contract price {Changes annually
without regard to depending on revenue
energy received) ‘ requirement for power

generation projects)

Sunkdison 2027 Take or Pay - (Pay 1,200 MWH Approx. $200,000 with

contracl price only annual escalator
if energy received)

In addition to the aforementioned power purchase agreements, the Port had outstanding, as of June 30,
2014, approximately $3.6 million of power purchases contracts with Powerex Corporation and Shell
Energy North America with expiration dates of 18 months or less.
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Environmental Remediation

The entitlements for the Airport Development Program (“ADP™) subject the Port to obligations arising
from the adopted ADP Mitigation Monitoring and Reporting Program required under: the California
Environmental Quality Act; permits issued by numerous regulatory agencies including the Regional
Water Quality Control Board and the Bay Conservation and Development Commission; and settlement
agreements. The majority of these obligations have been met, and monitoring and reporting are ongoing.

A summary of the Port’s environmental remediation [iability accounts, net of the estimated recoveries,
included in long-term obligations on the statement of net position at June 30, 2014, is as follows (in
thousands):

Estimated

Obligating Event Liability Recovery
Pollution poses an imminent danger to the public or environment $ 434 8 -
Violated a pollution prevention-related permit or license - -
Identified as responsible to clean up pollution 9,532 988
Named in a lawsuit to compel to clean up 10 .
Begins orlegally obligates to clean up or post-clean up activities ' 3,497 6l
Total by Obhgating Event $ 13473 8§ 1,049

The environmental remediation liability accounts in the summary tables are listed by the initial
obligating event. Due to new information, the obligating event may change from the initial obligating
event. Obligating events include without limitations: 1) the Port is named, or evidence indicates that it
will be named, by a regulator such as the Department of Toxic Substances Control or the Regional
Water Quality Control Board, as a responsible party or potentially responsible party for remediation;
and 2) the Port has commenced, or has legally obligated itself to commence, clean-up activities or
menitoring or operation and maintenance of the remediation effort (e.g., by undertaking a soil and
groundwater pre-development investigation).

Methods and Assumptions

The Port measured the environmental liabilities for pollution remediation sites on Port-owned property
using the Expected Cash Flow technique. The measurements are based on the current value of the outlays
expected to be incurred. The cash flow scenarios include each component which can be reasonably
estimated for outlays such as testing, monitoring, legal services and indirect outlays for Port labor instead
of ranges of all components. Reasonable estimates of ranges of possible cash flows are limited from a
single scenario to a few scenarios. Data used to develop the cash flow scenarios is ohtained from outside
consultants, Port staff, and the Port’s outside legal counsel.

Changes to estimates will be made when new information becomes available. Estimates for the pollutien
remediation sites will be developed when the following benchmarks or changes in estimated outlays
occur:
s Receipt of an administrative order.
s Participation, as a responsible party or a potentially responsible party, in the site assessment or
investigation.
¢ Completion of a corrective measures feasibility study.
e [Issuance of an authorization to proceed.
s Remediation design and implementation, through and including operation and maintenance and
post-remediation manitoring,
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* Change in the remediation plan or operating conditions, including but not limited to type of
equipment, facilities and services that will be used and price increases.

* Changes in technology.

* Changes in legal or regulatory requirements.

Recoveries

Estimated future recoveries that are listed on the prior page have been netted against the environmental
remediation and other liability accounts. In calculating the estimated future recoveries, Port staff and
outside legal counsel reviewed and applied the requirements of GASB Statement No. 49 for accounting
for recoveries. For examiple, if a Port tenant has a contract obligation to reimburse the Port for certain
pollution remediation costs, or if an insurance carrier has pald money on a certain claim and the Port is
pursuing additional costs from the insurance carrier associated with the claim, then a recovery was
estimated. 1f an insurance carrier has not yet acknowledged coverage, then a recovery was not estimated.

(18) DEFICIT FUND BALANCES/NET POSITTION AND EXPENDITURES OVER BUDGET

As of June 30, 2014, the following {unds reported deficits in fund balance/net position (in thousands):

Special Revenue
Federal/State Grant Fund ... ... s e e S (4,199

Internal Service Funds

Facilities.. . ... . .. . . et e B (17,149)
Reproduction...... e ct e e (1,609)
Central S1OTeS .. v v e e e e e e e (3,834)
Purchasing ... o - i vre o vt o renn (141)

The deficit in the Federal/State Grant Fund will be cleared by grant reimbursement submitted to granting
agencies, but revenue has not been received within the City’s availability period. The City’s facilities,
reproduction, central stores, and purchasing furd deficits are expected to be funded through increased
user charges in future years. During the 2011-13 Budget, the City revised the repayment plan for the
internal service funds to eliminate the funds net position deficit by 2019, In addition, the City adopted a
financial policy that requires half of one-time revenues to be used to eliminate negative internal service
fund balances and half be used to pay off other negative funds balances.

As of June 30, 2014, the Other Assessment Bonds debt service fund reported expenditures in excess of
budgets by $25 thousand, which is primarily attributed to administrative and commission costs associated
with property tax collection and levy.

(19) SUBSEQUENT EVENTS
- Tax and Revenue Anticipation Notes

On July 9, 2014, the City issued the 2014-15 Tax and Revenue Anticipation Notes (the “Notes”) in the
principal amount of $55,000,000 with final maturity on June 30, 2015. The Notes were successfully sold
on a competitive basis and were priced with an interest rate of 1.00% to yield 0.11% at maturity. The
Notes were issued to finance General Fund expenditures, including, but not limited to, current expenses,
capital expenditures and the discharge of other obligations of the City.
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Master Lease - 2014 Vehicles and Equipment

On November 14, 2014, the Cily entered into a Master Lease-Purchase Agreement with Banc of America
Public Capital Corp in the principal amount of $15,731,000 to finance the acquisition of 269 pieces of
equipment and vehicles. The financing was done on a tax-exempt basis with a final maturity of
January 15, 20235; the interest rates on the financing are 1.174-2.177%.

City of Qakland v. Oakland Police and Fire Retirement System, et al., Alameda County Superior
Court case number RG 11580626

This lawsuit was initiated by the City of Oakland in June 2011, and seeks 1o stop the System from
paying retirement benefits based on certain holidays and shift differential premium pay (7.25%) to
many police retirees. The City also seeks an order requiring the System to collect back overpayments.
After the initial judgment was issued in September 2012, it was appealed to the First District Court of
Appeal. The Court of Appeal issued its ruling in February 2014, and the trial court entered an amended
writ and judgment in August 2014.

The writ and judgment direct the PFRS board to cease paying excessive holidays and the shift
differential premium. In September and October 2014, the PFRS Board passed resolutions #6819 and
#6824 to seck 100% recovery of the combined overpayments, which total approximately $3.9 million.
The PFRS Board has not yet decided on the method and timing of recovering the overpayments.

The impact of the court decisions and PFRS Board actions thus far is a reduction in the monthly payout
of retiree benefits (due to the elimination of the 7.25% shift differential premium and 17.417 excessive
holidays). These actions could increase the fund by approximately $3.9 mrillion, depending on the
recovery from retirees and beneficiaries.

Measure EE - Termination and Winding Up of OMERS Retirement System
On November 4, 2014, City of Oakland voters passed Oakland Measure EE, which grants the City of

Qakland Council the authority to termiate OMERS by purchasing a group annuity comtract to
guarantee pension payments to the remaining OMERS’ retirees and beneficiaries. This Measure is

effective January 2015,
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PFRS AND OMERS ACTUARIAL YALUATIONS

SCHEDULES OF FUNDING PROGRESS

Oakland Police and Fire Retirement System - Pension

Unfunded

Actuanal Actuanal (Overfunded) UAAL asa

Accrued Value of AAL Funded Covered percent of
Valuation Liability (AAL) Assets (UAAL) Ratio Payroll Covered Payroll

Date (a) (b (a-b) (b)/(a) (<) ({a-b) / c}

12011 § 683,200,000 $ 256,400,000 426,800,000 37 5% 100,000 426800%
172012 658,300,000 257,200,000 401,100,000 39 1% 100,000 4013100%
74142013 655,400,000 440,400,000 215,000,060 67 2% . N/A

The increase in the actuarial value of assets reflects the City’s pension contribution of $210 million of Pension Obligation

Bond proceeds on July 30, 2012

Oakland Municipal Employees’ Retirement System - Pension

Unfunded

Actuanal Actuanal (Overfunded) UAAL asa

Accrued Vilue of AAL Funded Covered percent of
Valuation Liabihty {AAL) Assets (UAAL) Ratio Payroll Covered Payroll

Date (a) {b) (a-b) (b)(a) (¢} ({a-b) /)

/142010 5.471,000 4,728,000 743,000 86 4% - N/A
1/2012 3,630,000 4,448 000 (818,000) 122 5% N/A
7014 2,824,000 4,774,000 (1.950,000) 169 1% - NIA
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CITY OF OAKLAND
Required Supplementary Information (unaudited) (continued)
For the Year Ended June 30, 2014

PERS ACTUARIAL VALUATIONS
SCHEDULES OF FUNDING PROGRESS

The schedules of funding progress below show the recent history of the actuarial value of assets, actuarial
accrued liability, their relationship, and the relationship of the unfunded actuarial accrued liability to
covered payroll. The required contributions were determined as part of the actuarial valuation using the
entry age normal actuarial cost method.

Public Safety Retirement Plan (Police and Fire)

Unfunded
Actuanal Actuanial (Overfunded) UAALasa
Accrued Value of AAL Funded Covered percent of
Valuation Lrability {(AAL)Y Assets {UAAL) Ratia Payroll Covered Payroll
Date (a) (h) (a-b) (b)) (c) {a-b) / ¢)
83072011 5 1357816142 % 1.023,886,075 § 133,950,067 15 4% £ . 130530316 255 8%
61012012 1,398.098.675 1,080,138,724 317.959.951 77 1% 118,924 175 267 4%
613072013 1,487,554,559 1,009,460,115 478,094,444 67 9% 116,889,443 409 0%

Miscellaneous Retirement Plan

Unfunded
Actuarial Actuanal (Overfunded) UAALasa
Acerued Value of AAL Funded Covered percent of
Valuation Laabihity (AALY Assels {UAAL) Ratio Payroll - . Covered Payroll
Date (a) ) {a-b) (b)(a) {c) {{a-b)/ o)
&/30/2011 5 2,025.140,7191 $ 1,615,939,763 5 405,201,026 79 8% 13 194,123 413 210 8%
6/30/2012 2,080,205,749 1,655,997.0G1 424,208,748 19 6% 184,568 347 229 8%
63002013 2153399419 1.496,650,907 656,748,512 69 5% 183,384,391 358 1%

City Qther Postemployment Benefits (OPEE)

t Unfunded
Actuarial Actuarial (Cverfunded) . UAAL asa
Acerued Value of AAL Funded Covered percent of
Yaluation Liabihty {AAL) ASSCIS {UAAL) Ralo Payroll Covered Payrell
Dale {a} (b (a-b} {b)(a) {c) {(a-b)/c)
2010 5 520,882,498 $ - $ 520882 498 00% g 310,154,816 167 9%
712012 553,530,074 - 553,530,074 00% 304,373,447 181 6%
12013 463,850,944 * . 463,850,944 00% 322,169,792 144 0%

*  The City began to partially pre-fund the annual required contribution n the year ended June 30, 2014 by participating n to
CERBT sponsored by CalPERS, which increased the discount rate to 5 39%

Port of Qakland PostEmployment Benefits (OPEB)

Unfunded
Actuanal Actuanal {Overfunded) UAALasa
Accrued Value of AAL Funded Covered percent of
Yaluation Liatihty {AAL) Assels (UAAL) Ratio Payrotl Cavered Payroil

Date (a} 4] {g-h) (bifta) {c} {{a-b)/ c)
! 17142011 $ 131,327,000 $ 13,373,000 $ 117,954,000 10 2% $ 45248000 261%
673072011 128,906,000 19,145,000 109,761,000 14 9% 44 627,000 246%
63012013 136,616,000 30,715,000 105,901,000 225% 47,823,000 221%
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CITY OF OAKLAND
Required Supplementary Information (unaudited) (continued)
For the Year Ended June 30, 2014

Budgetary Comparison Schedule - General Fund

Actund Varince
! Original Final Budgetary Pasative
Budget Budpet Basis (Nepatve
REYENUES
Taxes
Propeny 5 202,130 $ 204,556 3 205,895 L Wk
Sales and use tax N 46,05) 48,893 46,956 1,937y
Lacalianes
Business license 59,230 59,8250 62,905 3,055
Unlluy cansumption 50,000 49,128 50,422 1,254
Real gstate transfer 40,365 56,745 59,060 2315
Transient accupancy 12,620 14,567 14,578 11
Parking 0,235 7.947 8,444 497
Franchise 15,535 15,535 16,401 866
Licenses and permils 1,438 1,924 1,388 (536)
Fines and penaltes 23,090 26,247 22,809 {3,438)
interest and mvestment Income TS 715 1,003 288
Charges for services 65,209 70,757 77978 1221
Federal and state grants and subventions 1,188 1.636 4911 3275
Anauily iteome 9624 9,624 2,040 {7,584}
Cther 9,062 8,209 - (8,209
TOTAL REVENUES ) 549,500 576,333 574,790 (1,543)
FXPENDITURES
Current g
Elected and Appoinied Gfficials
Mayer 2,169 2,136 1,984 152
Council 3,699 3518 3,623 295
Cry Admimistralor " 21,91 15,075 11.328 3,747
Cily Attorney 16,577 18,075 13,822 4253
Cuy Auduor 1,556 1,663 1,650 13
Cny Clerk 1,967 2,603 1,777 826
Admnisirative Service Depatment
Human Resource Management 5.645 5,904 4902 _1.002
Informaton Technology 8,39 11,533 8,293 3,240
Financial Scrvices 20,802 25,500 17,781 7719
Pubhc Safety Depanment
Police 186,007 202,292 200,273 2,019
Fie 97,894 9,741 96,951 2,790
Commumity Service Department .
Parks and Recreatian 18431 18159 {8,372 {213}
Library 9,061 9,192 8,995 197
Health and Human Services 7204 8,184 6881 1,303
Hausing and Communny Development Department
Plantung and Building 1017 1,042 80 962
Economee and Workforce Development 226 - 7,134 (7,134)
Housmg & Community Nevelopment 3,555 8,180 2,309 5,87t
Public Waorks 34,929 39,681 40,539 (858)
Other 29738 28,594 10419 ' 18,175
Capnal outlay 1,665 4,320 2243 4,077
Debt service
Principal repay ment 2,555 3,037 2923 114
Bend issuance eosts - 230 200 2
Interest charges 36! 557 * 537 20
TOTAL EXPENDITURES 469,365 511,616 463,025 48.591
EXCESS OF REVENUES OVER EXPENDITURES 80,135 64,717 111,755 47,048
OTHER FINANCING SOURCES (USES) -
Capual lease - 2,500 2,500 -
Propenty sale proceeds - - 82 89
Insurance ¢laims and settlements - - 854 864
Transfers m 62,759 66,543 2.907 (63,636}
Transters out (146,259) (146,629) {112.450) 34,139
TOTAL OTHER FINANCING USES, NET {83,500) 17,586) (106,130) (38,544}
SPECIALITEM
Transfer of excess taxallocaton bond proceeds approved
by Califorrua Department of Finance - - 2,175 2,175
NET CHANGE IN FUND BALANCE {3,365) (12,369) 7810 20,679
Fund balances - beginning 249,399 249,394 245 399 -
FUND BALANCES - ENDING $ 246034 $ 236,530 $ 257,206 3 20,679
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CITY OF OAKLAND
Required Supplementary Information (unaudited) (continued}
For the Year Ended June 30, 2014

Budgetary Comparison Schedule — Other Special Revenue Fund

Variance
' Actual Posinw
Original Final Budgetary __(Negahw)
REVENUES
laxes
Propenty $ 13936 L3 13,956 S 15,094 3 1,138
Local taxes
Vaorer approved special tax 17,430 17430 17.723 293
Parany 7.109 7,109 8217 1,108
Transient occupancy 2,963 3,838 3,890 32
licenses and pennits 12917 12917 15,253 2336
Fines and penalties 1015 1015 707 {308)
Interest and mvéstnent ncome 20 124 465 241
Charges forservices 16,203 13,823 17,850 2027
Federal and state grants and subventions 1,443 2,306 3201 895
Other 2492 1.2235 3,035 1,810
TOTAL REVENUES 73,348 75,743 85,435 5,652
EXPENDTTURES
Current
Elzcted and Appointed Offiomls
Mayar 131 57 45 52
Ciy Adimnistrator 1,797 1,997 1,115 £82
City Attomey 943 962 961 1
Agencies/Depanments
Infonnaton Technology 657 594 363 3!
Fmance 412 445 693 (248)
Police Departinent 14,104 14.960 15,407 (447)
Fire R6d2 11,708 10,999 09
Life Ennchrent
Parks and Recreation 110 47 410 . 62
Library 16,599 17,242 16,260 982
Human Services Department 18.807 22237 18,635 3.602
Planning and Building Depantment - 27,041 23,099 3,942
Econome & Workforce Developiment 20498 - 532 {532)
Housmg & Commmunity Development 1,362 4,568 2,190 2378
Public Works 354 5,635 3339 2,296
Other 3,862 4327 3,403 924
Capital outlay 570 7626 460 7,166
TOTAL EXPENDITURES 52,438 119,911 G111 21,800
EXCESS (DEFICIENCY) OF REVENUES {19,0%0) (44,168) (12,676) 31492
OVER (UNDER) EXPENDITURES
OTHER FINANCING SOURCES (USES)
Proceeds from sale of property - . B 1035 -
Transfers m 18.996 19418 13,324 (6,0%4)
Transters out (1.000) (E2)] _— R 1)
TOTAL OTHER FINANCING SOURCES 17,596 19,381 13,429 (6,057)
NET CHANGE IN FUND BALANCES (1,094) (24.787) 753 25435
Fund balance - begmning 23126 23,126 23,126 -
FUND BALANCES - ENDING $ 22032 % (1.661) $ 23879 3 25,435
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CITY OF OAKLAND
Notes to Required Suppiementary Information (unaudited)
For the Year Ended June 30, 2014

(1 BUDGETARY DATA

In accordance with the provisions of the City Charter, the City prepares and adopts a budget on or before
June 30 for each fiscal year. The City Charter prohibits expending funds for which there is no legal
appropriation. Therefore, the City is required to adopt budgets for all City funds.

Prior to July 1, the original adopted budget is finalized through the passage of a resolution by the City
Council. The level of legal budgetary control by the City Council is established at the fund level. For
management purposes, the budget is controlled at the departmental level of expendiwure within funds.

[n June 2013, the City Council approved the City’s two-year budget for fiscal years 2014 and 2015,
Although appropriations are adopted for a 24-month period, they are divided into two one-year spanding
plans. Agencies/departments ending the first year with budgetary non-project surplus, according to
Council policy, will be allowed to carry-forward 1/3 for their operating budget, 1/3 for their capital
spending, and 1/3 for reverting to the Genera! Fund balance.

The final budgetary data presented in the required supplementary information reflects approved changes
to the original 2013-14 budget. Certain projects are appropriated on a multiyear rather than annual basis,
If such projects or programs are not completed at the end of the fiscal year, unexpended appropriations
are carried forward to the following year with the approval of the City Administrator.

Transfers of appropriations betwoen funds and supplemental appropriations financed by unanticipated
revenues must be approved by the City Council.

Transfers of appropriations between projects within the same fund must be approved by the City
Administrator. Final budget amounts reported in the required supplementary information reflect both the
appropriation changes approved by the City Council and the tfransfers approved by the City
Administrator. '

Budgetary Basis of Accounting

The City adopts budgets each fiscal year on a basis of accounting which is substantially the same as
accounting principles generally accepted in the United’States of America (GAAP) except for certain
investment earnings.

Certain funds of the City contain capital projects, grant projects, loan programs or other programs that are
budgeted on a multiyear basis. The amounts of the projects and programs budgeted on a multiyear hasis
are significant compared 1o the items budgeted on an annual basis; therefore, a comparison of budget to
actual for the fund would not be meaningful. As a result, such funds that are excluded from budgetary
reporting are:

Federal/State Grants Fund
Low and Moderate Income Housing Asset Fund

Municipal Capital Improvement Fund

While the City adopts budgets for all funds, the budget to actual comparisons for proprietary and
fiduciary funds are not presented because some projects and programs are adopted on a multiyear basis.
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CITY OF OAKLAND

Notes to Required Supplementary Information (unaudited)
For the Year Ended June 30,2014 '

2) RECONCILIATION OF OPERATIONS ON MODIFIED ACCRUAL BASIS TO
BUDGETARY BASIS

The governmental fund financial statements have been prepared on the modified accrual basis of
accounting in accordance with GAAP. The “Budgetary Comparison Schedule — General Fund™ has been
prepared on a budgetary basis, which is different from GAAP.

The budgetary process is based upon accounting for certain transactions on a basis other than GAAP. The
results of operations are presented in the budget to actual comparison schedule in accordance with the
budgetary process (Budgetary Basis) to provide a meaningful comparison with the budget.

The main difference between actual amounts on a budgetary basis and a GAAP basis is due to timing.

In October 2001, the City entered into a debt service deposit agreement with a third party whereby the
City received approximately $9.6 million in exchange for forgoing its right to receive investment earnings
on the amounts deposited with the trustee in advance of the date that the related debt was due to the
bondholders. The compensation to the City was recorded as revenue in fiscal year 2002 when received on
a budgetary basis. On a GAAP basis, the revenue was deferred and is being recognized over the 21-year
life of the agreement. Amortization for the year ended June 30, 2014, was $398,498.

The following schedule is a reconciliation of the GAAP and budgetary results of operations (in
thousands):

General
Fund
Ner change in fund balance - GAAP basis h) 8,208
Amortization of debt service deposit agreement (398)
Net change in fund balance - Budgetary basis 3 7,810

The General Fund’s fund balance on a GAAP Basis is reconciled to a Budgetary Basis as of
June 30, 2014, which is as follows {in thousands):

General
Fund
Fund balance as of June 30, 2014 - GAAP basis $ 253,851
Unamortized debt service deposit agreement 3,358
Fund balance as of June 30, 2014 - Budgetary basis § 257209

116



FEDERAL AWARDS
PROGRAMS




Oakland

508 14 Sueat, Sih Floor
Gakiand, CA Y46 (2
5102738974

~ Sacramento
Walnut Creek

Independent Auditor’s Report on Internal Control over Financial Reporting LA/Gentury City
and on Compliance and Other Matters Based on an Audit of Financial Statements

Performed in Accordance with Government Auditing Standards Newport Beach

“san D
Honorable Mayor and Members an Diego

of the City Council Seartle
City of Qakland, California
We have audited the financial statements of the governmental activities, the business-type activities, the
discretely presented component unit, each major fund, and the aggregate remaining fund information ofthe
City of Oakland, California (City), as of and for the year ended June 30, 2014, and the related notes to the
financial statements, which collectively comprise the City’s basic financial statements and have issued our
report thereon dated December 12,2014, except for our report on the supplementary schedules, as to which
the date is February 25, 2015. 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, issved by the Comptroller General of the United-States. Our report
includes a reference to other auditors who audited the financial statements of the Oakland Municipal
Employees’ Retirement System (OMERS) and the Oakland Police and Fire Retirement System (PFRS), as
described in our report on the City’s financial statements. The financial statements of OMERS and PFRS
were not audited in accordance with Government Auditing Standards This report does not include the
results of the other auditors” testing of internal control over financial reporting or compliance and other
matters that are reported on sepatately by those auditors.

Internal Control Over Financial Reporting

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

A deficiency tn internal control exists when the design or operation of a conirol does not allow management
or employees, in the normal course of performing their assigned functions, to prevent, er detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal confrol 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.

Qur 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 internai 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.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City’s financial statements are 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 statement 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 tequired 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 entity’s internal
- control or on compliance. This teport is an integral part of an audit performed in accordance with
Government Audinng Standards in considering the entity’s internal control and compliance. Accordingty,
this communication is not suitable for any other purpose.

Macfaas éfm' ,{/ O’C}Me// @

Oakland, California
December 12, 2014
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La/Century Ci
Independent Auditor’s Report on Compliance for ety

Each Major Federal Program and on Internal Control over Compliance Newport Beach

Honorable Mayor and Members 3an Diego
of the City Council
City of Oakland, California

Seattle

Report on Compliance for Each Major Federal Program

We have audited the City of Oakland’s (City) compliance with the types of compliance requirements
described in the OMB Circular A-133 Compliance Supplement that could have a direct and material effect
on each of the City’s major federal programs for the year ended June 30, 2014. The City’s major federal
programs are identified in the summary of auditor’s results section of the accompanying schedule of
findings and questioned costs,

The City’s basic financial statements include the operations of the Port of Oakland (Port), which expended
federal awards whieh are not included in the accompanying schedule of expenditures of federal awards for
the year ended June 30, 2014, Our audit, described below, did not include the operations of the Port because
we were engaged to perform a separate audit in accordance with OMB Circular A-133. .

Muanagement’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants
applicable to its federal programs,

Auditor’s Responsibility

Qur responsibility is to express an opinion on compliance for each of the City’s major federal programs
based on our audit of the types of compliance requirements referred to above. We conducted our audit of
compliance in accordance with auditing standards generally accepted in the United States of America; the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local Governments,
and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan and perform
the audit to obtain reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about the City’s compliance with those
requirements and performing such other procedures as we considered necessary in the eircumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal
program, However, our audit does not provide a legal determination of the City’s compliance.

Opinion on Each Major Federal Program
In our opinion, the City complied, in all material respects, with the types of compliance requirements

referred to above that could have a direct and material effect on each of its major federal programs for the
year ended June 30, 2014,
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Other Muatters

The results of our auditing procedures disclosed instances of noncompliance, which are required to be
reported in accordance with OMB Circular A-133 and which are described in the accompanying schedule
of findings and questioned costs as items 2014-001, 2014-002, 2014-003, and 2014-004. Qur opinion on
cach major federal program is not modified with respect to these matters,

The City’s responses to the noncompliance findings identified in our audit are described in the
accompanying schedule of findings and questioned costs. The City’s responses were not subjected to the
auditing procedures applied in the audit of compliance and, accordingly, we express no opinion on the
responses.

Report on Internal Control Over Compliance

Management of the City is responsible for establishing and maintaining effective internal control owver
compliance with the types of compliance requirements referred to above. In planning and performing our
audit of compliance, we considered the City’s internal control aver compliance with the types of
requirements that could have a direet and material effect on each major federal program to determine the
auditing procedures that are appropriate in the circumstances for the purpose of éxpressing an opinion on
compliance for each major federal program and to test and report on internal control over compliance in
accordance with OMB Circular A-133, but not for the purpose of expressing an opinion on the effectiveness
of internal control over compliance. Accordingly, we do not express an opinion on the effectiveness of the
City’s internal control over compliance.

Our consideration of internal control over compliance was for the limited purpose described in the
preceding paragraph and was not designed to identify all deficiencies in interhal control over compliance
that might be material weaknessas or significant deficiencies and therefore, material weaknesses or
significant deficiencics may exist that were not identified. However, as discussed below, we identified
certain deficiencies in internal control over compliance that we consider to be a material weakness and
significant deficiencies.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not alew management or employees, in the normal sourse af performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a deficiency,
or combination of deficiencies, in internal control over comp'liance, such that there is a reasonable
possibility that material noncompliance with a type of compliance requirement of a federal program will
not be prevented, or detected and corrected, on a timely basis. We consider the deficiency ininternal control
over compliance described in the accompanying schedule of findings and questioned costs as item 2014-00]
to be a material weakness,

A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal program
that is less severe than a material weakness in internal contrel over compliance, yet important enough fo
merit attention by those charged with governance. We consider the deficiencies in internal control over
compliance described in the accompanying schedule of findings and questioned costs as items 2014-002,
2014-003, and 2014-004 to be significant deficiencies.

The City’s responses to the internal control over compliance findings identified in our audit are described
in the accompanying schedule of findings and questioned costs. The City’s responses wete not subjected to
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the auditing procedures applied in the audit of compliance and, accordingly, we express no opinion on the
responses.

The purpose of this report on internal conirol over compliance is salely to describe the scope of our testing

of internal control over compliance and the results of that testing based on the requirements of OMB
Circular A-133. Accordingly, this report is not suitable for any other purpose.

Madas éfhf ,c’/ @@Mef/ @

QOakland, California
February 25, 2015
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CITY OF OAKLAND

Schedule of Expenditures of Federal Awards
Year Ended June 30, 2014

Catalog of Federal

Amount

Domestic Assistance Federal Provided to
Federal Granter/Pass-Through Grantor/Program Title Number (CFDA) Grant Number Expenditures  Subrecipents
U.S. DEPARTMENT OF AGRICULTURE
Passed through State of Cahformi, Department of Education
Child and Aduit Care Food Program 10 558 04008-CACFP-01-GM-CS & 537613 § -
Summer Food Service Program for Children 10 559 El16-01 429,921 300,491
TOTAL U.S, DEPARTYENT OF AGRICULTURE ' 966,934 300,491
U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
Direct Progranis
CDBG - Enttlement Grants Cluster
Community Development Block Grants (CDBG)/
Entitlement Grants 14 218 B-13-MC-06-0013 9,040,145 1,9§7,762
CDBG/Entitlement Grants 14 218 B-11-MN-06-00035 1,047,401 -
Subtotal CDBG - Eatitlement Grants Cluster 10,087,546 1,917,762
Emergency Sheiter Grants Program 14 231 E-11-MC-06-0013 40,746 14,979
Emergency Shelter Grants Program 14 231 E-12-MC-06-0013 103,653 102,934
Emergency Sheler Grants Program 14 231 E-13-MC-06-0013 430 857 411,045
Subtotal Emergency Shelter Program 575,296 528,958
Supportive Housmng Program 14 235 CAD0Q3IBST020802 19 -
Supportive Housing Program 14 235 CAQL06B1021104 15,920 15,498
Supportive Housmg Program 14 235 CAOG96BIT021104 783 -
Suppertive Housing Program 14 235 CAOI03L91021205 61,992 61,914
" Subtotal Suppoertive Housing Program 78,714 77,412
Home [nvestment Partnerships Program 14 239 M1 3-MC060208 6,892,772 -
Housmng Opportunities for Persons with AIDS 14 24) CA-HO8-F00} 227,144 227,144
Housmg Opportunities for Persans with AIDS 14 241 CA-H09-FOO1 396,096 396,096
Housing Opportunities for Persons with AIDS 14 241 CA-HI10-F001 577,546 569,230
Housing Opportunities for Persons with AIDS 14 241 CA-H11-F001 1,559,968 1,559,968
Housing Opportunities for Persons with AIDS 14 241 CA-HI2-F001 409,992 399,119
Housing Opportuniies for Persons with AIDS 14 241 CA-HI13-FO01 28,445 -
Subtotal Housing Opportunties for Persons with AIDS 3,199,191 3,151,557
Communmny Development Block Grams/Brownficlds
Economic Development Intiative 14 246 E-95-EZ-06-0001 530,096 236,712
Community Development Block Grants - Section 108
Lean Guarantees 14 248 B94-MC-06-0013-A 719,000 -
Continuum of Care Program 14 267 CA0G93LSTO21205 148,154 140,454
Continuum of Care Program 14 267 CAD1031.9T021205 197,530 191,353
Contmuum of Care Program 14 267 CAQG96LSTO21205 1,558,817 1,514,088
Continuum of Care Program 14 267 CAL106L9T021205 694,016 653,443
Continuum of Care Program 14 267 CADO96L9T021306 600,067 599,306
Contimuum of Care Program 14 267 CAOQ931.9T021306 57,453 57,252
Subtotal Continuum of Care Program 3,256,037 3,155,896
TOTAL US. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT a 25,338,652 §,068,297

See notes to the schedule of expenditures of federal awards.
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CITY OF OAKLAND

Schedule of Expenditures of Federal Awards (continued)
Year Ended June 30, 2014

Catalog of Federal Amount
Domestic Assistance Federal Provided to
Federa) Grantor/Pags-Through Grantor/Program Title Number (CFDA) Grant Number Expenditures  Subrecipents
U.S. DEPARTMENT OF JUSTICE
Drect Programs
Juvenile Justice and Dehnquency Prevention -
Allocation to States 16 540 2010-PB-FX-KOT1 $ 575811 % 182,606
Juvenile Justice and Delmquency Prevention -
Allocation to States 16 540 2010-CZ-BX-0066 442,661 355,294
Subtetal Juvenile Justiee and Delinquency
Prevention - Allocation to States 1,018,472 337,900
National Instiute of Justice Research, Evaluation,
and Development Project Grants 16 560 2007-DN-BX-K019 99,555 -
Federal Surplus Property I'ransfer Program 16 578 CAGOIG900 70,085 -
Public Safety Partnership and Communty Polcing Grants 16 710 2008CKWX0633 924,235 924,235
Pubhc Safety Partnership and Commurity Poleing Granis 16 710 2009CKWX0560 60,816 -
Publie Safety Partnership and Communtty Policing Grants 16 710 2009CKWX0531 250,000 -
Public Safety Partnership and Commumity Pobemg Grams 16 710 2010CKWX0332 983,744 -
Public Safety Partnership and Communtty Polcing Grants 16 710 2010CKWX0392 1,006
Public Safcty Partnership and Community Polieing Grants 16 710 201 TULWX0002 2,870,231 -
Public Safety Partnerstup and Communtty Policing Grants 16 710 2013ULWX0010 287,776 -
Subtotal Public Safety Partnership and Community
Policing Grants 3,377,808 924,235
Forensic Casework DNA Backlog Reduction Program 16 743 2010-DN-BX-K068 126,632 -
Forensic Casework DNA Backlog Reduction Program 16 743 201 1-DN-BX-K484 203,919 -
Forensic Casework DNA Backlog Reduction Program 16 743 2011-MU-BX-K572 126,112 -
Forensic Casework PNA Backlog Reduction Program 16 743 2012-DN-BX-0034 220,587 -
Forensie Casework DNA Backlog Reduction Program 16 743 2013-DN-BX-0123 100,418 -
Subtotal Forenswe Casework DNA Backlog Reduction
Program 777,668 -
Edward Byrne Memorial Competitive Grant Program 16 751 2013-DI-BX-0128 702,553 -
TOTAL U.S. DEPARTMENT OF JUSTICE 8,046,141 1,462,135
U8, DEPARTMENT OF LABOR
Passed through Senwr Service America, Ine
Seror Community Service Employment Program 17233 SCSEP-233 903,252 -
Passed through State of Cahfornia, Employment
Development Department”
WIA Cluster
WIA Adult Program 17258 K386313 473,282 332,616
WIA Adult Program 17 258 K491034 950,011 659,567
Subtotal WIA Adult Program 1,423,293 092,583
WIA Youth Activiies 17 259 K386313 1,279,834 931012
WIA Youth Activities 17 259 K491034 863,309 722,476
Subtotal WIA Youth Activities 2,143,143 1,655,488
WIA Dislocated Workers 17278 K386313 817453 364,502
WIA Dislocated Workers 17 278 K491034 1,511,078 1,149 694
Subtotal Diskocated Workers 2,328,531 1,514,196
Subtotal WIA Cluster 5,894,967 4,162,267
TOTAL U.S. DEPARTMENT OF LABOR 6,798,219 4,162,267

See notes to the schedule of expenditures of federal awards.
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CITY OF OAKLAND

Schedule of Expenditures of Federal Awards (continued)

Year Ended June 30, 2014

Catalog of Federal Amount
Domestic Assislance Federal Provided 10
Federal Girantor/Pass-Through Grantor/Pragram Title Number (CFDA) Grant Number Expendstures _Subrecipients
U.S. DEPARTMENT OF TRANSPORTATION -
Direct Program s
/ Natonal Infrastructure Investments 20933 DTH6-11-H-0001 $ 37,893 % -
Passed through State of Califernia, Department of Transportation
Highway Planning and Construction Cluster
ARRA-Highway Planming and Cnnstruction 20203 ESPL-5012(098) 23172 -
Highway Planning and Construction 20205 SRTSL-5012(102) 376,442 -
Highway Planning and Construction 20 203 BRLS-5012(085) 3,086 -
Highway Planning and Construction 20205 STPLZ-5012(037) 399,251 -
Highway Planning and Construction 20 205 STPLZ-5012(093} 23,227 -
Highway Planning and Construction 20 205 STPLZ-5012(094) 3,769,879 -
Highway Planning and Construction 20 205 STPLZ-5012(027) 1,703,365 -
Highway Planning and Construction 20 205 CML-5012(106) 131,717 -
Highway Plannmg and Construction 20 205 HSIPL-S012(117) 27,724 -
Highway Planning snd Construction 20 205 HSIPL-5012(118) 19,855 -
Highway Planmng and Construction 20 205 HSIPL-5012(119) 47,277 -
Highway Planning and Censtruction 20 205 STPLZ-5012(028) 169,491 -
Highway Planning and Constructien 20 205 BPMP-5012(121) 51,564 -
Highway Planning and Censtruction 20 205 BPMP-5012(108} 721 -
Highway Planning and Construction 20 205 BHLO-5012(103) 92,551 -
Highway Planning and Censtruction 20 205 BPMP-5012(111) . 5,660 -
Subtotal Highway Planning and Construction Cluster 6,844 982 -
TOTAL U.S, DEPARTMENT OF TRANSPORTATION 6,882,875 -
U.S. ENVIRONMENTAL PROTECTION AGENCY ¥
Passed through State of California, Water Resources Control Board
Brownfields Assessment and Cleanup
Cooperalive Agreements 66 818 BF-00T29101-0 260,000 260,000
TOTAL L.S. ENVIRONMENTAL PROTECTION AGENCY 260,000 260,000
U.8. DEFARTMENT OF HEALTH AND HUMAN SERVICES
Direct Programs
Medical Reserve Corps Small Grant Program 93 008 MRCO91176 6,346 -
Head Start Cluster
[lead Start 93 600 D9CHSOUE/42 2,507,925 556,699
Head Start 93 600 09CHO006/43 15,860,039 3,873,382
Subtotal Head Start Cluster 18,367,964 4,430,081
Asscts for Independence Demannstration Program 93 602 90E10470/C1 111,407 -
Subtotal direct programs 18,485,717 4,430,081
Passed through State of Cabforni, Department of
Community Services and Development
Communty Services Block Grant 93 569 13F-3002 853,172 458,790
Community Scrvices Block Grant 93 569 14F-3002 518,015 244,136
Subtotal Community Services Block Grant 1,371,187 702,926
Passcd through State of Cahfornia, Department of Agng
Medical Assistance Program 63 778 MS-1213-01 18,891 -
Medical Assistunce Program 93 778 MS-1314-01 1,354,287 -
Subtotal Medical Assstance Program 1,413,178 -
Subtotal pass-through programs 2,784,365 702,926
P
TOTAL L.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 21,270,082 5,133,007

See notes to the schedule of expenditures of federal awards.
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CITY OF OAKLAND

Schedule of Expenditures of Federal Awards (continued)
Year Ended June 30, 2014

Federal Grantor/Pass-Through Granter/Program Title

Cutalog of Federal
Domestic Assistance
Number (CFDA)

Grant Number

Federal
Expenditures

Amount
Provided to
Subrecipicnts

L.5. CORPORATION FOR NATIONAL AND COMMUNITY SERVICE

Direct Programs
Foster Grandpareni Program
Scnsor Companion Program

TOTAL LS. CORPORATION FOR NATIONAL AND
COMMUNITY SERVICE

U.S. DEPARTMENT OF HOMELAND SECLRITY

Natwonal Urban Scarch and Rescuc Response System

National Urban Search and Rescue Response System

National Urban Search and Rescue Response System
_Subtotal National Urban Scarch and Rescue

Assistance To Firefighter Grant
Assistance To Frrefighter Grant
Assistance To Fwefighter Grant

Port Secunity Grani Program
Port Securny Grant Program
Subtotal Port Security Grant Program

Staffing for Adequate Fire and Emergency
Regional Catastrophic Preparedness Grant

Subtotal Direct Programs

Passed through City and County of San Francico
Homeland Securty Grant Program
Homeland Security Grant Program
Homeland Security Grant Program
Homelang Securtty Grant Program
Homeland Security Grant Program
Homeland Sccurtty Grant Program
Homeland Security Grant Program
Homeland Sccurtty Grant Program
Homeland Securtty Gran? Program
Subtotal Homeland Security Grant Program

Passcd through County of Alameda
State Homeland Security Program (SUHSP)

Passed through Port of Cakland
ARRA-Port Security Grant Pregram

Subtotal pass-through programs
TOTAL LS. DEPARTMENT OF HOMEI.AND SECURI'TY

TOTAL EXPENIMTURES OF FEDERAL AWARDS

See noles 1o the schedule of expenditures of federal awards.

94 011
94 016

G7 025
97 025
97 025

97 044
97 044
97 044

97 056
97 056

97 083
97 111

97 067
97 067
47 067
G7 067
57 067
§7 067
97 067
97 D67
97 067

97 073

97 116
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098FPCAO10
09SCPCAOIC

Agreement
EMW-2012-CA-K00012
EMW-2013-CA-K00009

2003-313-0LS4-001-000
EMW-2009-FO-1008C
EMW-2012-FO-05506

2009-PU-19-K032
2010-PU-T0-KD50

EMW-2012-FH-01272
2010 RCGP

2011 NCRIC
2010 SUASI
2011 SUASI
2012 SUASL
2012 SUAS!
2013 SUASI
2010-12 ALCO
2012 MMRS
2011 MMRS

Y2CCCOAOL

2009-PU-RI-0189

$ 31,588
303,172

335,160

22,154
569,509
564,778

1,156,441

3.103
%421

11,928

1,006,000
102,275

1,102,276

1,770,458
44,461

4,097,088

41,982

37,596
474,664
197,730
807,736
224,127
105,762
110,000
280,000

2,279,597

6,714

561

2,286,872

6,383,960

$ 76,282,023

$20.386.197




CITY OF OAKLAND
Notes to the Schedule of Expenditures of Federal Awards
Year Ended June 30,2014

Note 1 — General

The accompanying schedule of expenditures of federal awards (SEFA) presents the expenditures
of all federal award programs of the City of Oakland, California (City) for the year ended
June 30, 2014. The City’s reporting entity is defined in Note 1 to the City’s basic financial
statements. All federal awards received directly from federal agencies, as well as federal awards
passed through other government agencies, are included in the SEFA.

Note 2 — Basis of Accounting

The accompanying SEF A is presented using the modified accrual basis of accounting for grants as
described in Note 2 to the City’s basic financial statements.

Note 3 — Relationship to the Financial Statements

}

Expenditures of federal awards are reported in the City’s basic financial statements as expenditures
in the Federal/State Grant special revenue fund.
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CITY OF OAKLAND

Schedute of Findings and Qucstioned Costs
Year Ended June 30, 2014

Section I — Summary of Auditor’s Results

Finanecial Statements:

Type of auditor’s report issued: : Unmodified
Internal control over financial reporting;:
* Material weaknesses identified? No
» Significant deficiencies identified that are not considered to be material

weaknesses? No
Noncompliance material to financial statements noted? No

Federal Awards:

Internal control over major programs:

o Material weaknesses identified? Yes
e Significant deficiencies identified that are not considered to be material
weaknesses? Yes
Type of auditor’s report issued on compliance for major programs: Unmodified

Any audit findings disclosed that are required to be reported in accordance with
section 510(a) of OMB Circular A-1337 Yes

Identification of major programs:

Program Title CFDA Number
e Community Development Block Grants/Entitlement Grants 14.218

* Home Investment Parinerships Program 14.239

» Housing Opportunity for Persons with AIDS 14.241

» Continuum of Care Program 14.267

= Public Safety Partnership and Community Policing Grants 16.710

s Workforce Investment Act Cluster 17.258,17.259, 17.278
¢ ARRA-Highway Planning and Construction Program 20.205

+ Head Start Program 03.600
Dollar threshold used to distinguish between Type A and Type B programs: $2,288,461
Auditee qualified as low-risk auditee? No
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CITY OF OAKLAND

Schedule of Findings and Questioned Costs (continued)
Year Ended June 30, 2014

Section I1 — Financial Statement Findings

No findings were reported.

Section HI — Federal Award Findings and Questioned Costs -

Finding 2014-001  Federal Funding Accountability and Transparency Act Reporting

Federal Program Title: Community Development Block Grants/Entitlement Grants
Federal Catalog Number(s): 14.218

Federal Agency: U.S. Department of Housing and Urban Development
Pass-Through Entity: N/A — direct award.

Federal Award Number(s): B-11-MN-06-0005, B-13-MC-06-0013

Criteria:

The Federal Funding -Accountability and Transparency Act (FFATA), which was signed on
September 26, 2006, requires information on federal awards (federal financial assistance and
expenditures) be made available to the public via a single, searchable website
www.USASpending.gov. The FFATA Subaward Reporting System (FSRS) is the reporting too}
federal prime grantees use to capture and report subaward and executive compensation \data
regarding their first-tier subawards to meet the FFATA reporting requirements.

Prime grantees are required to report each first-tier subaward or subaward amendment that results
in an obligation of $25,000 or more in federal funds by the end of the month following the month
in which the subcontract award or modification occurs.

Condition:

As a prime grantee of federal awards under the Community Development Block
Grants/Entitlement Grants (CDBG Program), the City is required to comply with FFATA reporting
requirements. The City’s Department of Housing and Community Development (HCD) did not
submit the required reports for subawards with obligation dates of September 2, 2013 until
November of 2014. As such, the City did not submit the reports by within the prescribed timeline.

Cause:

This has been a repeat finding since fiscal year 2011-12. At the time, the HCD believed the
publication of the CDBG Program’s Annual Action Plan on the City website and submission of
the Consolidated Annual Performance and Evaluation Report (CAPER) were sufficient. In
December 2013, the U.S. Department of Housing and Urban Development (HUD) confirmed to
the City that those reports did not satisfy the FFATA requirements. HCD’s corrective action was
to report all suhawards made to date in the FFATA Subaward Reporting System (FSRS) website
https://www.fsrs.gov and to retain documentation to demonstrate good faith efforts in the event
that technical difficulties prevented compliance with the requirements. However, the corrective
action was not implemented.
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CITY OF OAKLAND

Schedule of Findings and Questioned Costs (continued)
Year Ended June 30, 2014

Section III — Federal Award Findings and Questioned Costs

Finding 2014-001 (continued)

Lffect:

The City is not in compliance with the FFATA reporting requirement.

Questioned Costs:
None noted. The FFATA report captures subaward information and does not affect program
expenditures. "

Recommendation:
We recommmend that the City establish more solid procedures to ensure that future FFATA report
submissions are made within the prescribed timeframe.

Management Response and Corrective Action:

We concur. The Federal Funding Accountability and Transparency Act (FFATA) is a new
reporting system of which staff was not accustomed to all the reporting requirements including the
dates by the report needs to be completed. Staff is still in the process of becoming more familiar
with the requirements of the reporting system and will make every effort to meet ail the
requirements. Staff is in agreement with the recommendation and will establish a more solid
procedure to ensure future FEATA report submissions compieted within the prescribed timeframe.

As a form of public transparency, the City has made available on the website the Annual Action
Plan. The Annual Action Plan provides in detail the names of sub-recipient, the dollar amount and
the project description of all projects funded through grants from the U. S. Department of Housing
and Urban Development (HUD). Also, the City enters the sub-recipient name, dollar amount;
project description of all HUD funded projects into the Integrated Database and Information
System (IDIS), HUD Database.
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CITY OF OAKLAND

Schedule of Findings and Questioned Costs (continued)
Year Ended June 30, 2014

i\

Section III — Federal Award Findings and Questioned Costs

Finding 2014-002  Subrecipient Monitoring

Federal Program Title: Public Safety Partnership and Community Policing Grants
Federal Catalog Number(s): 16.710

Federal Agency: U.S. Department of Justice

Pass-Through Entity: N/A — direct award.

Federal Award Number(s): 2008CKWX0633

Criteria:

Pursuant to Code of Federal Regulations, Title 28, section 70.47, a system for contract
administration must be maintained to ensure contractor conformance with the terms, conditions
and specifications of the contract and to ensure adequate and timely follow up of all purchases.

Condition:

The City entered into a memorandum of understanding (MOU) with the Oakland Unified School
District (OUSD) to support the Oakland Secondary School Safety Project. During Phase [T of the
Project, which took place in fiscal year 2014, OUSD was responsible for procuring and monitoring
a contractor to perform the work for the project. The City’s role with respect to Phase 11 was that
~ of a fiscal agent. The City would directly pay the contractor for costs mcurred upon receipt of the
contractor’s invoices approved by OUSD.

The MOU expired on August 31, 2010. Although the City continued to monitor OUSD and the
costs incurred under the MOU, the City’s payments to the contractor during fiscal year 2013-14
were effectively made under an expired MOU.

Cause:

The MOU between the City and QUSD covered a term from September 1, 2008 through August 31,
2010, which coincided with the original timeline of the grant awarded to the City by the DOJ. The
City obtained an extension on the award from the DOJ through May 31, 2014. However, the City
did not properly track the corresponding term of the MOU and continued to regard the original
agreement as the basis for the project costs incurred after the expiration date.

Effect: g

The City made disbursements that were not supported by active and enforceable agreements,

Questioned Costs:
Questioned costs represent amounts paid to OUSD’s contractor for the Oakland Secondary School

Safety Project under the MOU, which total $924,235.
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CITY OF OAKLAND

Schedule of Findings and Questioned Costs (continued)
Year Ended June 30, 2014

Section III — Federal Award Findings and Questioned Costs

Finding 2014-002 (continued)

Recommenduation:
We recommend that the City take measures to ensure that term periods of contracts and MOUs are
more carefully monitored and are appropriately renewed when additional costs are anticipated.

Management Response and Corrective Action:
The Administration agrees with the recommendation.

The Qakland Police Department (OPD) staff will implement the processes listed below to ensure
OPD and the City carefully monitors and appropriately renews the term periods of contracts and
Memorandum of Understandings (MOU) when additional costs are anticipated.

1) Create a MOU log and update the log on a monthly basis, or as changes occur

2) Create, review and update grant award checklists on a quarterly basis

3) Train and/or re-train staff on grants/project monitoring
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CITY OF OAKLAND

Summary Schedule of Prior Audit Findings (continucd)
Year Ended June 30, 2014

Section III — Federal Award Findings and Questioned Costs

Finding 2014-003  Period of Availability Monitoring

Federal Program Title: Community Development Block Grants/Entitlement Grants
Federal Catalog Number(s): [4.218

Federal Agency: U.S. Department of Housing and Urban Development
Pass-Through Entity: N/A — direct award.

Federal Award Number(s): B-11-MN-06-0005

Criteria:

Federal awards may specity a time period during which the non-federal entity may use the federal
funds, Where a funding period:is specified, a non-federal entity may charge to the award only costs
resulting from obligations incurred during the funding period and any pre-award costs authorized
by the federal awarding agency.

Condition:

The City incurred expenditures under two grant awards for the Community Development Block
Grants/Entitlement Grants (CDBG) program, which is administered by the Department of Housing
and Community Development. Expenditures in the amount of $57,566 related to award number
B-11-MN-06-0005 were incurred after the grant expiration date of March 9, 2014. The questioned
amount consists of $37,296 in personnel and operations and maintenance (O&M) costs and
$20,270 in contract service expenditures,

Cause: :
Personnel and O&M costs are charged to the CDBG program through the use of journal entry
imports. When a similar finding was identified in the fiscal year 2012-13 single audit, the
Department of Housing and Community Development’s corrective action was to stop allocating
O&M costs one month prior to grant expiration to allow for a reconciliation of grant charges.
However, the corrective action was not implemented.

Contract service expenditures are charged through contractor invoices, which should be reviewed
against the grant term during the invoice review and approval process. This appears to be a
management oversight.

Effect:

Expenditures incurred after grant expiration arc not reimbursable. The City has reduced federal
expenditures reported in the schedule of expenditurcs of federal awards under CFDA No. 14.218
by the questioned cost amount.

Questioned Costs:.

Expenditures incurred after the end of the grant amounted to $57,566 and constitute questioned
cOSts.
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CITY OF OAKLAND

Summary Schedule of Prior Audit F:indings (continued)
Year Ended June 30, 2014

Section II1 — Federal Award Findings and Questioned Costs

Finding 2014-003 (continued)

Recommendation:

We recommend management reevaluate and strengthen current procedures and controls over the
monitoring of period of availability requirements to ensure only expenditures incurred within the
grant period are charged to the grant award.

Management Response and Corrective Action:

The grant in question was a special one-time grant with a different fund availability peried from
the annual CDBG allocation. Staff agrees with the recommendation and will reevaluate and
strengthen eurrent procedures and controls over the monitoring of period of availability
requirements to ensure only expenditures incurred within the grant period are charged to the grant
award.
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CITY OF OAKLAND
Summary Schedule of Prior Audit Findings (continued)
Year Ended June 30, 2014

Section ITI - Federal Award Findings and Questioned Costs
Finding 2014-004  Subrecipient Monitoring

Federal Program Title: Community Development Block Grants/Entitlement Grants

Federal Catalog Number(s): 14.218
Federal Agency: U.S. Department of Housing and Urban Development
Pass-Through Entity: N/A — direct award.

Federal Award Number(s): B-13-MC-06-0013

Criteria:

Pursuant to Code of Federal Regulations, Title 24, sections 85.40(a) and 570.501(b), grant
recipients must monitor grant and subgrant supported activities to assure compliance with
applicable federal requirements and that performance goals are being achieved. The use of
designated public agencies, subrecipients, or contractors does not relieve the grant recipient of this
responsibility. The grant recipient is also responsible for determining the adequacy of performance
under subrecipient agreements and procurement contracts, and for taking appropriate action when
performance problems arise.

For those subrecipients that are required to obtain single audit reports in accordance with OMB
Circular A-133, the City, as the pass-through entity, is also required to ensure that the audits are
performed, and must follow-up on the resolution of all reported findings and questioned costs.

Condition: .

During oor audit of the Community Developmenr Block Grant/Entitlement (mants (CDBG) -
program administered by the Department of Housing and Community Development, we seleeted

5 of 22 subrecipients for the program and noted that the City did not perform monitoring for

1 subrecipient during the year. .

The subrecipient in question was a public agency that administered the Minor Home Repair
Program on the City’s behalf. Services included property inspections, specification and
authorization of repairs, selection of contractors, and inspection of completed repairs.

Cause:

Although the Director of the Department of Housing and Community Development considered the
public agency to be a subrecipient, the program staff responsible for subrecipient monitoring
considered the subrecipient in question to be a contractor that was not subject to monitoring.

Effect;

The City did not comply with the requirement to monitor subrecipients to ensure their compliance
with federal grant requirements. Key monitoring requirements include obtaining and reviewing
the subrecipient’s single audit report and verifying the subrecipient is not suspended or debarred
from receiving federal funds.
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CITY OF OAKLAND
Summary Schedule of Prior Audit Findings (continued)
Year Ended June 30, 2014

Section IIl — Federal Award Findings and Questioned Costs

Finding 2014-004 (continued)

Questivned Costs:
Federal funds passed through to the subrecipient in qguestion totaled $198,595 for fiscal year
2013-14,

Recommendation:

We recommend that the City revisit its evaluation process of whether outside agencies receiving
federal funds from the City are subrecipients or contractors. While the City is ultimately
responsible for monitoring the outside agencies’ compliance with applicable requirements,
different requirements apply to subrecipients and contractors.

Management Response and Corrective Action:

The subrecipient in question is a public agency that administered the Mmor Home chau‘ Program
on the City’s behalf and has had an agreement with the City for years. This contract is developed
and administered by the Housing & Community Development, Residential Lending unit who
works with solely with contractors and considered Alameda County as a contractor instead of a
subrecipient.

Staff agrees with the recommendation and will revisit its evaltiation process of whether outside
agencies receiving federal funds from the City are subrecipients or contractors to ensure the City
meets its responsibility for monitoring the outside agencies’ compliance with applicable
requirements.
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CITY OF OAKLAND

Summary Schedule of Prior Audit Findings (continued)

Year Ended June 30, 2014

Reference Number:

CFDA number(s)/
Program Name(s):

Audit Finding:

Status of Corrective
Action:

Reference Number:

CFDA number(s)/
Program Name(s):
Audit Finding:

Status of Corrective
Action:

Reference Number:

CFDA number(s)/
Program Name(s):

Audit Finding:

Status of Corrective
Action:

Fedcral Award Finding 2013-001

14.241 — Housing Opportunities for Persons with AIDS

14.218 — Community Development Block Grants/Entitlement
Grants

During our review of the City’s compliance with reporting

requirements for the Housing Opportunities for Persons with AIDS

program and the Community Development Bilock Grants/

Entitlerent Grants, we noted that the City did not submit the

required HUD 60002 reports for fiscal year ended June 30, 2013.

Not applicable. Due to unanticipated technical problems with the
Section 3 60002 Summary Reporting System, which resulted in a
temporary shutdown in 2014, the U.S. Department of Housing and
Urban Development indicated grant recipients would not be held
in noncompliance for failing to submit the reports timely and the
unavailability of the system should not result in negative audit
findings.

Federal Award Finding 2013-2

14.218 - Community Development Block Grants/Entitlement
Grants .

The City did not submit the Federal Funding Accountability and

Transparency Act (FFATA) reports during the year ended

June 30, 2013,

Corrective action was not implemented. See current year finding

2014-001.

Federal Award Finding 2013-003
14,218 - Community Development Block Grants/Entitlement
Grants

The City incurred and charged $42,741 of program expenditures to
grant awards after the grant expiration dates. Expenditures incurred
after the end of the grants are not reimbursable.

Corrective action has not been implemented. See current year
finding number 2014-003.
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CITY OF QAKLAND

Supplemental Schedule of Revenue and Expenditures

State of California Department of Commmunity Services and Development (CSD)
' Community Services Block Grant (CSBG) — CFDA No. 93.569
Contract No, 13F-3002, Project No. G422710/20
For the Period January 1, 2013 to June 30, 2014

Jan. 1,2013  July 1,2013

through through Total Total Total
June 30,2013 June 30,2014 Actual Repotted 1 Budget
Revenue:
Grant Amount S 380,734 $ 853,172 $ 1242006 S 1242906 $ 1242906
Expenditures:
Personnel Costs:
Salaries and Wages S 49085 § 110,00 $ 159,185 % 204291 § 195936
Fringe Benefits 43,089 103,175 146,264 128,255 131,076
Subtotal Personnel Costs 92,174 213,275 303,449 332,546 327,032
Non-Personnel Costs:
Operating Expenses 4,807 4005 8.812 28,743 32,456
Equipment - - - - 2,000
Out-of-State Travel 5,028 12,472 17,500 15,000 15,000
Sub-Contractors 280,730 513,087 793,817 842,098 841,596
Other Costs 6,995 110,333 117,328 24,519 24,822
Subtotal Non-Personnel Costs 297,560 639,897 937,457 910,360 915,874
Total Expenditures $ 389734 $ 833,172 % 1242906 % 1242906 § 1242906

' The reported columnn represents cumulative expenditures reported to the State of California Department of
Community Services and Development since the inception of the grant,
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CITY OF OAKLAND

Supplemental Schedule of Revenue and Expenditures

State of California Department of Community Services and Development (CSD)
Community Services Block Grant (CSBG) — CFDA No. 93.569
Contract No. 14F-3002, Project No. G463910/20
For the Period January 1, 2014 to June 30,2014

Total Total
Actual Reported ! Budget
Revenue
Grant Amount $ 518015 § 518149 $ 1,2588356
Expenditures
Persomnel Costs:
Salaries and Wages $ 123689 $ 123,823 § 235790
Fringe Benefits 112,150 112,150 242,257
Subtotal Personne] Costs 235,839 235973 478,047
Non-Personnel Costs
Travel 1,262 1,262 16,644
Operating Expense J 2,921 2921 -
Sub-Contractors/Consultants 273,267 273,267 711,877
Other Costs 4,726 4,726 52,288
Subtotal Non-Personnel Costs 282,176 282,176 780,809
Total Expenditures $ 518015 $ 518,149 $ 1,258856

\

'The reported column represents cumulative expenditures reported to the State of California
Department of Community Services and Development since the inception of the grant.
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CITY OF OAKLAND

Supplemental Schedule of Expenditures of Alameda County Awards

Year Ended June 30, 2014
Contract Exhibit/PO
Alameda County Award/Program Title Number Number Expenditures

Department of Aduilt and Aging Services

Information and Assistance(QOutreach) SOCSA-900163 10073 $ 150

Information and Assistance(Qutreach) SOCSA-900163 11312 46,543
Total Department of Adult and Agng Services 46,693
Housing and Community Development Departme nt

WmterlShelter Program : C-9635 2014006200 61,233

Wmter Shelter Program C-8380 2013005884 19,903
Total Housing and Community Development Department . 81,136
De partment of Workforce and Benefits Administration

Henry | Robinson Multr-Service Center SOCSA-900163 9396 256,134
Total Department of Workforce and Benefits Administration 256,134
Total Alameda County Awards 3 183,963
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