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STATEMENT OF FINANCIAL POSITION
AS OF JUNE 30, 2002

              ASSETS

Current Assets

    Cash held by fiscal agent  $       8,643
    Notes and loans receivable        609,698
    Due from other funds                (2)

        Total assets  $   618,339

                                 LIABILITIES AND FUND BALANCE

Current Liabilities

     Payable to general fund  (1.) $ 2,649,963
     General accounts payable        68,395
     Deferred loan revenues        609,698

        Total liabilities  3,328,056

Fund Balance

    Unreserved fund balance  (2,869,596)
    Equity transfers in        159,879

        Total fund balance (2)  (2,709,717)

        Total liabilities and fund balance  $     618,339

Note:

1. Represents amount advanced by General fund to cover expenses incurred by the Economic
Development Initiative Grant.  This amount to be requested from the Federal Government.

2. Community and Economic Development Agency staff drew down $2.9 million in EDI funds on
December 7, 2002.

The accompanying notes and exhibits are an integral part of this report.
See City Auditor’s compilation report.
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STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
FOR THE SEVEN YEARS ENDED JUNE 30, 2002

Page 1 of 2

1996 1997 1998 1999

Revenues
  Revolving loan repayment  $              -  $              -  $              -  $             -
  Miscellaneous Interest                  -         19,834                  -                 -
  Miscellaneous fees                  -                  -              300             744
  Grants from other agencies                  -                  -           4,500       362,154
  Miscellaneous federal grants                  -                  -       977,262                 -
     Total revenues                -      19,834     982,062    362,898

Expenditures
  Employee personal services               -               -     321,068       311,568
  Supply & material                  -                  -           1,488             234
  Service expenditures                  -                  -           4,200        24,493
  Contract service                  -                  -           1,560       113,682
  Travel and education                  -                  -                  -          5,452
  Internal service                  -                  -           9,486          2,397
  Capital acquisition                  -                  -         22,660                 -
  Grant funded loan       275,000     (293,165)       874,939    1,160,000
  Departmental overhead                  -                  -         57,893        48,762
  Central service overhead                  -                  -         46,122        44,596

    Total expenditures      275,000     (293,165)   1,339,416  1,711,184

Excess (deficiency) of
revenues over expenditures (275,000) 312,999 (357,354) (1,348,286)

Changes in fund balance
  Fund balance (deficit),
beginning - (275,000) 37,999 (319,355)
  Fund balance, unreconciled
difference                  -                  -                  -                 -
  Fund balance (deficit), ending  $   (275,000)  $     37,999  $ (319,355) $(1,667,641)

The accompanying notes and exhibits are an integral part of this report.
See City Auditor’s compilation report.
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STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
FOR THE SEVEN YEARS ENDED JUNE 30, 2002

Page 2 of 2

2000 2001 2002 TOTALS

Revenues
  Revolving loan repayment  $        381  $     13,736  $     38,298  $     52,415
  Miscellaneous Interest         1,126         17,077         26,415         64,452
  Miscellaneous fees            100           1,631         14,629         17,404
  Grants from other agencies  1,750,203

2,498,640
                 -     4,615,497

  Miscellaneous federal grants                 -                  -     1,036,689     2,013,951
     Total revenues  1,751,810   2,531,084   1,116,031   6,763,719

Expenditures
  Employee personal services     464,749      487,538      470,882   2,055,805
  Supply & material                 -                  -         33,055         34,777
  Service expenditures       11,220         75,795       176,087       291,795
  Contract service     142,395         37,686       214,724       510,047
  Travel and education         3,816           7,933           1,534         18,735
  Internal service                 -           4,010           9,000         24,893
  Capital acquisition                 -                  -                  -         22,660
  Grant funded loan     993,816         55,116     2,606,609     5,672,315
  Departmental overhead                 -         63,822         87,559       258,036
  Central service overhead     128,223         63,684         66,823       349,448

    Total expenditures  1,744,219     795,584   3,666,273   9,238,511

Excess (deficiency) of revenues
over expenditures 7,591 1,735,500 (2,550,242) $(2,474,792)

Changes in fund balance
  Fund balance (deficit), beginning

(1,667,641) (1,660,050) 75,450
  Fund balance, unreconciled
difference                  -                  -      (234,925)
  Fund balance (deficit), ending(1)  $(1,660,050)  $     75,450  $(2,709,717)

Note:

1. Community and Economic Development Agency staff drew down $2.9 million in EDI funds on
December 7, 2002.

The accompanying notes and exhibits are an integral part of this report.
See City Auditor’s compilation report.
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NOTES TO FINANCIAL STATEMENTS
Page 1 of 4

1. Summary  of Significant Accounting Policies

Basis of Presentation-Fund Accounting

The accounts of the City are organized on the basis of funds or account groups, each
of which is a separate accounting entity.  The operations of each fund are accounted
for with a separate set of self-balancing accounts that consist of assets, liabilities,
fund equity, revenues and expenditures.

Fund 225/02 in FMS and fund 2105 in ORACLE, account for the revenues and
expenditures of the Enhanced Enterprise Community Economic Development
Initiative Grant.

Basis of Accounting

The Statement of Financial Position and Statement of Revenues, Expenditures and
Changes in Fund Balance relating to the Enhanced Enterprise Community Economic
Development Initiative Grant have been prepared on a modified accrual basis of
accounting.  Revenues are recorded when they are both measurable and collectible
within the current period or soon enough thereafter to be used to pay liabilities of the
current period.  Expenditures are recorded when the fund liability is incurred and is to
be liquidated with expendable available resources.

2. Scope

Our compilation of the Enhanced Enterprise Community Economic Development
Initiative Grant covered the fiscal years ended June 30, 1996 through June 30, 2002.

See City Auditor’s compilation report.
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NOTES TO FINANCIAL STATEMENTS
Page 2 of 4

3. Background

On December 22, 1994, The City of Oakland was designated by President Clinton as
an Enhanced Enterprise Community (EEC) Zone.

With its EEC designation, Oakland received $22 million in lending authority under
the Housing and Urban Development (HUD) Section 108 loan program and a
corresponding $22 million matching Economic Development Initiative (EDI) grant
which must be used in conjunction with the HUD 108 loans.

The City also received from California Department of Social Services the Federal
Empowerment Zone/Enterprise Community Social Services Block Grant of
$2,947,368 to implement the enhanced enterprise community program.

The City council has approved the use of $11 million from the HUD 108 loan
program and $11 million from the EDI grant for the development of an Enterprise
Community Loan Pool.  The remaining $22 million is for Flagship Program Loans as
shown on the schedule below.

Source of Revolving Loan Fund Flagship
Program

Loans

Enterprise
Community
Loan Pool

Total

U.S. Department of Housing and
Urban Development
Section 108 loan program

$11,000,000 $11,000,000 $22,000,000

U.S. Department of Housing and
Urban Development
Economic Development Initiative
Grant

 11,000,000  11,000,000  22,000,000

   Total $22,000,000 $22,000,000 $44,000,000

See City Auditor’s compilation report.
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NOTES TO FINANCIAL STATEMENTS Page 3 of 4
4. Authorized EDI Funds and Cumulative Expenditures for the Period July 1, 1995

Through June 30, 2002 Based on Community and Economic Development
Agency  Status Report (Exhibit A)

EDI Loan EDI Grant EDI Loan Support Total Percent
reserve services amount

1. Authorized funds  $22,000,000 100%

2.  Committed funds:
a. Flagship programs  $    883,000  $  4,517,000  $ 3,710,000   $           -  $  9,110,000 41%
b. EEC Revolving loan     2,130,000           50,000     1,026,967                -      3,206,967 15%
c. Support services                -                 -                -     1,000,000      1,000,000 5%
      Total committed funds   3,013,000   4,567,000  4,736,967  1,000,000  13,316,967 61%

3.  Uncommitted funds    8,683,033 39%
100%

4.  Amount spent:
a. Flagship programs      883,000    3,075,580      (18,165)                -    3,940,415 30%
b. EEC Revolving loan     1,896,257            3,000               -                -      1,899,257 14%
c. Support services                -                 -               -     3,566,196      3,566,196 27%
       Total amount spent   2,779,257    3,078,580      (18,165)   3,566,196    9,405,868 71%

5.  Unspent committed funds:
a. Flagship programs                -    1,441,420   3,728,165              -    5,169,585 39%
b. EEC Revolving loan        233,743           47,000     1,026,967              -      1,307,710 9%
c. Support services                -                 -                -   (2,566,196)    (2,566,196) -19%
       Total amount unspent      233,743   1,488,420   4,755,132 (2,566,196)    3,911,099 29%

100%
6.  Commitment by area:
a. West Oakland   1,980,000    1,267,000      890,327              -    4,137,327 31%
b. East Oakland        400,000                 -     1,491,640                -      1,891,640 14%
c. San Antonio/Fruitvale        633,000      3,300,000     1,255,000                -      5,188,000 39%
d. Undesignated                -                 -     1,100,000     1,000,000      2,100,000 16%
 Total commitment by area  $ 3,013,000  $  4,567,000  $ 4,736,967  $ 1,000,000  $13,316,967 100%
Note:
1. The above statement was based on Community and Economic Development Agency Status

Report as of June 30, 2000.  Unable to obtain updated status report as of June 30, 2002.  We
added expenditures recorded in ORACLE during fiscal years 2001 and 2002.

2. CEDA’s response: Support Services-When the program was initiated and funds allocated into
“Community Loan Pool” and “Flagship Program Loans”’ $1 million was set aside for start up
costs for the program.  These were considered to be part of the EDI set aside for the
Community Loan Pool.  However, subsequent to that action, the City Council has allocated
EDI funds every fiscal year to date to fund staff for the EEC program.

See City Auditor’s compilation report.
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NOTES TO FINANCIAL STATEMENTS
Page 4 of 4

5. Cash Drawdown from Housing and Urban Development

Date of drawdown:

August 27, 1997  $   107,262
December 31, 1997       870,000
December 28, 1998       362,154
July 13, 2000       850,410
November 2, 2000       590,279
June 13, 2001    1,750,203
January 29, 2001       211,360
June 28, 2001       732,736
June 29, 2001       113,855
October 12, 2001       149,948
October 12, 2001       506,444
December 12, 2001       380,297

 $6,624,948

See City Auditor’s compilation report.
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STATEMENT OF LOANS, GRANTS AND LOANS LOSS RESERVE
AS OF JUNE 30, 2002

Exhibit A
Page 1 of 2

EEC Area EDI loan EDI grant EDI loan Support Total EDI Actual
Reserve services commitments Expenses

WEST OAKLAND

3 J's B & H Enterprises(F)(D)   $           -   $              -  $  400,000   $          -  $  400,000   $              -
Acorn Shopping Center(F) 883,000 1,217,000 2,100,000 906,972
Allan's Ham and Bacon (D) 67,000 67,000 54,500
Allan's Ham and Bacon (D) 13,000 13,000                 -
Android Designs (D) 26,000 26,000                 -
Athlete's Foot 120,000 120,000                 -
Black N Style (D) 15,000 15,000                 -
Carter Brown Catering 36,027 36,027                 -
Joseph Company 33,000 33,000 33,000
Just Desserts, Inc 100,000 100,000 300,000
Just Real Estate, LLC 650,000 650,000 400,000
Mandela Village 50,000 50,000 3,000
P&M Nchekwube 65,000 65,000                 -
Pill Hill Printing 247,000 247,000          116,855
Steel City Gym (D) 10,900 10,900                 -
The Print Shop 100,000 100,000                 -
Work Rehab Center, Inc. 44,300 44,300                 -
Big Sky 60,100 60,100                 -

   Subtotal 1,980,000 1,267,000 890,327             - 4,137,327 1,814,327

EAST OAKLAND

All About Hair (D) 35,000 35,000                 -
Blackboard Enterprise (D) 250,000 250,000                 -
Eastmont Town Center(F) 850,000 850,000                 -
Gregory Truck Body(F) (D) 200,000 200,000                 -
Miramonte Bakery 25,000 25,000                 -
Sunrise Specialty        400,000 400,000          400,000
TP School Supplies (D) 55,000 55,000                 -
Wanda's Café 48,000 48,000                 -
FunBath 28,640 28,640                 -

   Subtotal        400,000                 - 1,491,640             - 1,891,640          400,000

See City Auditor’s compilation report.
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STATEMENT OF LOANS, GRANTS AND LOAN LOSS RESERVE
AS OF JUNE 30, 2002

Exhibit A
Page 2 of 2

EEC Area EDI loan EDI grant EDI loan Support Total EDI Actual
Reserve Services commitments expenses

SAN ANTONIO/
 FRUITVALE

Acapulco Records       33,000                  -                  -                  -         33,000      33,000
Niman Ranch Properties       600,000         600,000     558,902
La Loma Medical Center          95,000           95,000         -
Bart Transit Village(F)      3,300,000      1,160,000      4,460,000   3,051,608

   Subtotal     633,000    3,300,000    1,255,000                  -    5,188,000   3,643,510

UNDESIGNATED

EM Health Services(F) (D)      1,100,000      1,100,000       (18,165)

   Subtotal  3,013,000    4,567,000    4,736,967                   -  12,316,967   5,839,672

Support services for EDI
     Operations     1,000,000      1,000,000    3,566,196

Grand Total  $3,013,000  $  4,567,000  $  4,736,967 $  1,000,000  $13,316,967  $9,405,868

Note:

1. (F) designates Flagship programs as listed on Community and Economic Development
Status Reports of loans.

2. (D) designates defaulted loans per Community Economic Development Agency’s report to
City council on CMS 77186 dated June 11, 2002.

3. The above statement was based on Community and Economic Development Agency Status
Report as of June 30, 2000.  Unable to obtain updated status report as of June 30, 2002.  We
added expenditures recorded in ORACLE during fiscal years 2001 and 2002.

See City Auditor’s compilation report.
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FINDINGS AND RECOMMENDATIONS

Page 1 of 1

FINDINGS RECOMMENDATIONS

1. The $2,649,963 Payable to general fund
shown in the Statement of Financial
Position indicates an inadequate
drawdown of funds to cover grant
expenses.

• In December 2002, the City received
$2.9 million in EDI funds.

• City staff should submit monthly
invoices to the Federal
Government for timely
reimbursement.

2. There is an unreconciled difference of
$(234,925) between the fund balance on
the Statement of Financial Position (FP)
and on the Statement of Revenues,
Expenditures and Changes in Fund
Balance (REFB) as shown below:

Fund balance per FP                  $(2,709,717)
Fund balance per REFB              (2,474,792)

   Difference                              $   (234,925)

• Community and Economic
Development Agency fiscal staff
should research the difference
and make proper correction.

CEDA’s response:  CEDA is
presently in process of reconciling
the cash balances for programs that
were commingled during the transfer
from the City’s FMS system to
ORACLE.

3. There is an unreconciled difference of
$167,357 between the expenditures on
the Statement of Revenues, Expenditures
and Changes in Fund Balance (REFB),
and on Exhibit A as shown below:

Expenditures per REFB              $9,238,511
Expenditures per Exhibit A          9,405,868

Difference                                   $   167,357

• Community and Economic
Development Agency fiscal staff
should research the difference
and make proper correction.

The accompanying notes and exhibits are an integral part of this report.
See City Auditor’s compilation report.


