
                                                                                                                                                             02 0321

1   F R A N K   H.   O G A W A   P L A Z A             O A K L A N D ,   C A L I F O R N I A      9 4 6 1 2

Office of the City Auditor (510) 238-3378
Roland E. Smith, CPA FAX: (510) 238-7640
City Auditor TDD: (510) 839-6451

October 14, 2002
(Supercedes the report dated July 3, 2002)

HONORABLE IGNACIO DE LA FUENTE, PRESIDENT,
AND MEMBERS OF THE CITY COUNCIL

ATTN:   Public Works Committee
               Finance and Management Committee

RE:        REVIEW OF THE LEASE AGREEMENT BETWEEN THE CITY OF
               OAKLAND AND THE CLAY STREET GARAGE CORPORATION

BACKGROUND

The Clay Street Garage (Garage) is a city-owned public parking facility with 335 spaces
located on Clay Street between 14th and 16th Streets. The Garage is being operated under
a 50 year lease agreement (Agreement) between the City of Oakland (City) and the City
of Oakland-Clay Street Garage Corporation (Corporation) dated March 28, 1960, as
authorized by City Council Resolution No. 38896 C.M.S., dated December 14, 1959. The
Downtown Merchants Parking Association, Inc. (Manager) manages the garage
operations. The Manager receives a management fee of $11,000 per year.

The City’s Public Works Agency – Traffic Engineering & Parking monitors the Garage
operations and administers the Agreement for the City.

For the year ended December 31, 2001, Garage revenues and expenditures were:

                          Revenues                                                     $659,795
                          Expenditures                                                 199,425
                          Excess of revenues over expenditures        $460,370

See Exhibit 1 for details of revenues and expenditures for the period January 1, 1999 to
December 31, 2001.

CITY OF OAKLAND
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OBJECTIVES AND SCOPE

The objectives and scope of our review were to determine if:

1.   Revenues are accounted for and reported in compliance with Agreement provisions.

2. Expenditures are accounted for and reported in compliance with Agreement
provisions.

3. Garage operations and administration are functioning effectively.

Our review covered the period from January 1, 1999 to December 31, 2001.

SUMMARY

The Clay Street Garage Corporation, Downtown Merchants Parking Association and the
City of Oakland are generally in compliance with the revenue and expenditure reporting
provisions in the Agreement.

However, our review did find that improvements are needed in the fiscal monitoring of
the monthly revenue and expense reports, the collection on returned checks and the
administration of the City’s hourly validated and monthly parking benefit programs.

FINDINGS AND RECOMMENDATIONS

REVENUE ACCOUNTING AND REPORTING PROVISIONS

Our review noted that the Corporation and the Manager are generally in compliance with
the revenue accounting and reporting provisions in the Agreement. However, our review
discloses the following findings.

Employee Monthly Parking – City Cost $3,500, Inaccurate List of Employees

The master list of employees receiving City paid monthly parking was not accurate. 12
out of 115, or 10%, of the employees listed were not current employees. These 12 former
employees had termination dates ranging from February 1999 to November 2001. 3 out
of 115, or 3%, of the names listed could not be identified in the City personnel database.
The associated cost for this non-timely cancellation and potential misuse of parking
access cards is about $3,500.

Recommendation

The City should determine the current status and user of the parking access cards
associated with terminated employees and other individuals. If any misuse is identified,
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the City should request reimbursement from the individual at the Master Fee Schedule
rate.

On a monthly basis, the list of employees receiving the City paid monthly parking benefit
should be reviewed for accuracy.

Garage Attendant Theft – City Cost $1,900

In November and December 2000, there were two separate instances of garage attendant
theft and job abandonment. The theft amount was about $1,900. This resulted in a
decrease in revenues reported and deposited into the City’s bank account. The Agreement
does not include a provision regarding cost responsibility for employee theft.

Recommendation

The Agreement should include a provision for the cost responsibility for employee theft.

Also, the Public Works Agency should increase their fiscal monitoring and review of the
monthly revenue reports and bank deposit reports to determine that amounts are properly
documented and reasonable. Large variances in amounts should be further reviewed with
the Manager to identify any extraordinary operations.

Returned Checks – City Cost $740

The City received at least $740 in returned checks from the bank. These checks were
received from parking customers and deposited by the Manager into the City’s bank
account. There was a lack of communication and follow-up to ensure that these returned
checks were later collected upon. Also, there was a lack of procedures to prevent the
receipt of bad checks from prior bad check issuers. Some of the bad check issuers are
City employees.

Various City departments including Traffic Engineering & Parking, Treasury Division
and Revenue Division have been meeting to discuss the improvement of communication,
procedures and collection for returned checks.

Recommendation

The City departments listed in the prior paragraph and the Manager should continue to
work together to improve check receipt and collection procedures. The revised
procedures discussed in their recent meetings should be documented, implemented and
periodically evaluated for effectiveness and efficiency. Some of these revised procedures
include the following.

1. Prepare and distribute written procedures so that all departments and individuals
      understand the entire process and their specific responsibilities.
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2. Garage attendants to write the check issuer’s telephone number and vehicle license
plate number on the check.

3. Prepare and post a bad check issuer list for the garage attendant to review prior to
check acceptance.

4. Distribute the bad check issuer list to all City owned garages.

5. Distribute the bank’s returned check advice letter and check to the City departments
and the Manager.

6.   The Revenue Collections Unit to use standard collection efforts and assess standard
      administrative and collection fees.

7. Collected amounts will be credited to Traffic Engineering & Parking.

8.    The Treasury Division to assess the debtor for the returned check fee which the City
       gets charged from the bank.

Accounts Receivable - Late Payment and Charge Back to Departments

The Manager typically bills the City on a monthly basis for validated hourly parking and
monthly parking. We found that 5 of the 9 bills reviewed for validated hourly parking and
3 of the 4 bills reviewed for monthly parking were not paid by the City within 30 days.
These late payments also delayed the charge back of validated hourly parking charges to
the City departments. Monthly parking has not been charged back to departments since
July 1999 because of computer system interface problems and a lack of communication
on the employees and departments receiving the City paid monthly parking benefit.
These late payment and charge back issues were also noted in our report dated January
26, 2001.

There are many administrative steps incurred by the City and the Manager to account,
bill, pay and report on the City’s hourly validated and monthly parking benefit programs.
These administrative steps result in money paid by the City to the Manager; and
subsequently, this same money is deposited by the Manager into the City’s bank account.
Thus, the same money is making a circular route by flowing from the City to the
Manager, and then from the Manager back to the City.

Recommendation

Consideration should be given to discontinuing the administrative burden associated with
the current procedures which have no impact on cash flow to the City.
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If the City wants to continue the current procedures for the billing, payment and charge
back process; then the City should pay the Manager’s bills and charge back City
departments within 30 days of receipt of the Manager’s bill.

For validated hourly parking, the Public Works Agency (PWA) should pick up the
Manager’s invoice and parking tickets within 5 days of when notified that documents are
available, or have the Manager send the documents to them.

For monthly parking, the City Manager’s Office should give the PWA a current list of
employees and departments who receive the City paid monthly parking benefit. The
PWA should use this list to charge back departments for their monthly parking use.

EXPENDITURE ACCOUNTING AND REPORTING PROVISIONS

Our review noted that the Corporation and the Manager are generally in compliance with
the expenditure accounting and reporting provisions in the Agreement. However, our
review discloses the following findings.

Monthly Expense Reports - Billing Errors Totaling $1,241

We found the following errors in 3 out of the 9 monthly expense reports reviewed.

1. December 2001: There was a clerical over billing error of $312.60. The Manager
made an adjustment for this error, in accordance with the auditor’s request, in the

      January 2002 report.

2. January 2001: There was an erroneous hotel expense of $218.40 for a garage patron
whose vehicle was locked inside the garage as a result of the garage attendant’s job
abandonment. The Manager made an adjustment for this error, in accordance with the
auditor’s request, in the February 2002 report.

3.   December 2000: There was an erroneous salary expense of $710.42 as a result of the
      garage attendant’s job abandonment. The salary was not paid to the employee and
      therefore should not be charged to the City. The Manager made an adjustment for
      this error, in accordance with the auditor’s request, in the April 2002  report.

Recommendation

The Public Works Agency should increase their fiscal monitoring and review of the
monthly expense reports to determine that amounts are properly documented and
reasonable. Large variances in amounts should be further reviewed with the Manager to
identify any extraordinary operations.

GARAGE FACILITY



                                                                                                                                                             02 0326

During a tour of the garage facility, the Manager advised of his discussions with the City
regarding an electrical lighting retrofit, and repairs of the stairs and safety railing. The
retrofit and repair work is still pending.

Recommendation

The City and Manager should work together to get the electrical lighting retrofit done to
improve lighting and safety, and to reduce electrical costs. Also, the necessary stairs and
safety railing repair work should be done to improve safety and avoid the potential for a
liability claim.

Prepared by:                                                                Issued by:

Lester Dun, CPA                                                         Roland E. Smith, CPA
Deputy City Auditor                                                   City Auditor

Distribution:
Claudette Ford, City of Oakland Public Works Agency Director
Amit Kothari, City of Oakland Public Works Agency Assistant Director
Humberto Castillero, City of Oakland Supervising Transportation Engineer
Eric Bertumen, City of Oakland Senior Traffic Engineering Technician
Tom Pavletich, Downtown Merchants Parking Association Manager



                           CITY OF OAKLAND
                           CLAY STREET GARAGE

STATEMENT OF INCOME AND EXPENDITURES
   FOR THE YEARS ENDED DECEMBER 31, 1999, 2000 AND 2001

EXHIBIT 1

                                                Years Ended December 31,
1999 2000 2001 Total

Revenue

Transient parking 422,672$        542,037$        578,334$        1,543,043$     
Monthly parking 93,400            101,154          74,053            268,607          
Validations 19,370            12,902            7,408              39,680$          
Miscellaneous (5)                    39                                      - 34                   
Adjustments (97)                  (126)                                   - (223)                

   Total income 535,340$        656,006$        659,795          1,851,141$     

Expenditures

Salaries and wages 64,341$          62,528$          77,393$          204,262$        
Payroll taxes, insurance, fees 4,807              4,709              5,887              15,403            
Workers' compensation, medical insurance 7,556              7,094              5,608              20,258            
Utilities 17,975            16,260            22,917            57,152            
General liability and property insurance 4,946              5,521              8,563              19,030            
General maintenance and repairs 22,843            26,503            32,377            81,723            
Supplies and uniforms 318                 340                 64                   722                 
Sign maintenance 70                   -                      999                 1,069              
Security 27,787            26,166            27,029            80,982            
Elevator and ventilation maintenance 2,520              2,267              2,520              7,307              
Printing 3,066              4,156              1,006              8,228              
Postage 30                   34                   46                   110                 
Advertising -                      -                                         - -                      
Audit, legal -                      -                      1,117              1,117              
Taxes, licenses -                      -                                         - -                      
Share/joint office expense 3,294              3,423              3,664              10,381            
Incidentals and miscellaneous 4,532              (1)                    235                 4,766              
Management fee 10,000            10,000            10,000            30,000            

   Total expenditures 174,085$        169,000$        199,425$        542,510$        

Excess of income over expenditures 361,255$        487,006$        460,370$        1,308,631$     

Data compiled from Clay Street Garage Operating Statement; and, 
  Statement of Collections of Gross Revenue and Number of Parkers.
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