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CALIFORNIA 

To the Citizens of the City of Oakley, 
and the Honorable Members of the Oakley City Council, 

CITYHALL 
3231 Main Street 

Oakley, CA 94561 
925.625.7000 tel 

925.625.9859 fax 
www.ci.oakley.ca.us 

We are pleased to submit to you the City of Oakley's Comprehensive Annual 
Financial Report (CAFR) for the fiscal year ended June 30, 2018. This report is 
published in accordance with State law that requires financial statements be 
presented in conformity with accounting principles generally accepted in the 
United States of America, and audited in accordance with auditing standards 
generally accepted in the United States of America by a firm of licensed certified 
public accountants. It is also prepared to meet reporting standards set forth by 
the Governmental Finance Officers Association. 

This letter of transmittal is designed to complement the Management's Discussion 
and Analysis (MD&A) and should be read in conjunction with it. The MD&A can 
be found immediately following the report of the independent auditors. 

This report consists of management's representations concerning the finances of 
the City. Consequently, management assumes full responsibility for the 
completeness and reliability of all the information presented in this report. To 
provide a reasonable basis for making these representations, the management of 
the City has established a comprehensive internal control framework designed to 
both protect the government's assets from loss, theft, or misuse and compile 
sufficient reliable information for the presentation of the City's financial 
statements in conformity with GAAP. Given the cost of internal controls should 
not outweigh their benefits, the City's comprehensive framework of internal 
control has been designed to provide reasonable, rather that absolute, assurance 
that the financial statements will be free from material misstatement. 

To the best of our knowledge and belief, the enclosed data is accurate in all 
material respects and is reported in a manner designed to present fairly the 
financial position and the changes in financial position of the governmental 
activities and the various funds of the City; and includes all disclosure necessary 
to enable the reader to gain an understanding of the City's financial affairs. 



CITY PROFILE 

The City of Oakley is a community of approximately 42,000 residents located in 
the eastern portion of Contra Costa County in the San Francisco Bay Area. The 
City entity is a California municipality incorporated on July 1, 1999, and operates 
under a Council-City Manager form of government. The City Council is 
comprised of five members elected by the voters city-wide, serving in staggered 
four year terms. The Council hires a City Manager to run the City's day-to-day 
operations. 

The City provides the following services: Legislative; Administrative; Building 
and Safety; Code Enforcement, Planning; Engineering; Streets, Parks and 
Landscape Maintenance; Recreation; and Police Protection. Other community 
services that are provided by local special districts with their own governing 
boards include: Sewer, Water, Transit, Irrigation, Mosquito Abatement, Flood 
Control, Schools, and Fire Protection. The City contracts for sanitation services 
with a local firm under a long-term franchise agreement. 

FINANCIAL INFORMATION 

Discussion and analysis of the City's finances can be found in the MD&A section 
of the attached report. The information below includes a summary of what is 
recorded in the General Fund and certain Other Financial Information of ongoing 
interest but not included in the MD&A. 

The Financial Statements presented in this CAFR include the City and its 
component unit, the Oakley Public Financing Authority. It is blended in the 
report since it is governed by the City Council sitting in a separate capacity and 
provides services exclusively to the City. The Oakley Redevelopment Agency was 
dissolved on January 31, 2012, and its assets and liabilities were transferred to the 
City, as Housing Successor, and to a Successor Agency. The Successor Agency is 
reported as a Private Purpose Trust Fund, since it is legally a separate Entity and 
its decisions and governance subject to the approval of parties other than the City 
Council. 

Each year, the City Council holds a strategic planning discussion and adopts a 
budget to direct the allocation of City resources in accordance with its strategic 
planning priorities. The process typically begins in January with internal budget 
reviews, followed by a strategic planning session in March, a budget workshop in 
May to discuss a Proposed Budget, and adoption of a final Recommended Budget 
in June. The City operates on a fiscal year that begins each July 1 and ends on 
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June 30. The adopted Budget includes the annual update of the City's 
Comprehensive Statement of Financial Policies, which serves as a framework for 
its financial practices, an update to its 10 Year Plan, and budgets for each of the 
funds under the City's control. Budgetary control is established at the Fund level. 

The City's General Fund is its primary operating fund, and is used to account for 
Legislative, Administrative Services, Community Development, Recreation, 
Police and Public Works operations, and is where the City accounts for all its 
general purpose revenues. It is distinguished from the City's other governmental 
funds that are used to account for special purpose revenues, capital projects, debt 
service activities, and monies held for the benefit of others. 

Debt Management 

The City generally does not incur debt, except in instances where there will be 
long-term benefits or where no other method of acquiring an asset is possible. 
Equipment purchases are generally funded through the City's Equipment 
Replacement Fund or with current revenues. 

Reserves 

The City has sufficient reserves to meet its current and immediate future 
obligations. The Statement of Financial Policies contains reserve policies and the 
City's Adopted Budget includes a 10 Year Plan which highlights the impact of 
near term decisions on fund balances and reserves during the 10-year period. 
Furthermore, in order to maintain the 10 Year Plan's relevance, twice each year 
(at budget adoption and again at mid-year), the City reviews and updates the 
assumptions used in the Plan. 

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET 

In preparing the budget for fiscal year 2018-2019, management considered the 
following significant factors likely to affect the financial condition of the City: 

• Housing prices have continued to strengthen and building activity 
continues to grow, with 230 new homes built in fiscal year 2017-18. 
Property tax revenue growth is estimated at 5%, reflecting the increasing 
market strength, offset by conservative estimates of what the County 
Assessor might or might not reflect in his assessed values. In addition, the 
City projects developers will complete 200 new homes in fiscal year 2018-
2019. 
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• The City has accumulated reserves well in excess of its adopted policy 
level of 20% of anticipated General Fund expenditures. With an adequate 
reserve the Council has begun the appropriation of the excess to fund one­
time additional infrastructure and economic development investments. 

• In December 2016 the California Public Employees Retirement System 
("CalPERS") lowered the discount rate assumption, the long-term rate of 
return from 7.50% to 7% over the next three years. In fiscal year 2017/18 the 
City set up a pension trust that will be used to reduce the unfunded 
accrued liability and/or provide rate stabilization in future years. The City 
Council approved continued contributions to that trust for FY 18/19 

While the budget news was generally good, the City Council continues to support 
a budget process that uses recurring revenues for recurring expenditures and 
allocates one-time funds for one-time purposes, reflecting their commitment to 
conservative budgeting, controlling costs, and using the City's revenues wisely. 

LONG TERM FINANCIAL PLANNING 

The City adopts a balanced budget for each fiscal year by June 30. The City has 
financial policies that include the use of one-time revenues will be used for non­
recurring or one-time expenditures including capital and reserves. The City has 
adopted a fund balance policy that requires the unassigned fund balance in the 
General Fund to be at least 20% of operating expenditures. As part of the 
budgeting process a 10 year financial projection is approved each year. This 
creates the framework to evaluate the City's success in ensuring service 
sustainability. Each year a 5-year Capital Improvement Plan is created to 
maintain the core infrastructure of the City will building new infrastructure for 
the community. 

THE LOCAL AND REGIONAL ECONOMIES 

Oakley's local economy continued to grow in fiscal year 2017/18. While 
commercial activity in the region has improved, commercial vacancies in nearby 
cities remain a viable and competing alternative to new ground-up construction 
in Oakley. New development and City initiatives bring infrastructure 
improvements and attractive new neighborhoods, and these investments also 
support the City's efforts to attract new businesses and expand existing local 
employment opportunities. The City continues the revitalization of the 
downtown area, with the improvement and widening of Main Street. Within the 
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next two years, agreements will bring in a two-story medical and dental office 
complex and an Amtrak train platform. 

Like most small cities in metropolitan areas, Oakley's economy is influenced 
strongly by the regional economy. It rises as the region expands, and falls as the 
region contracts. 

The greater San Francisco Bay Area economy has continued to improve this last 
year and employment for the City's residents has improved yet again. City 
unemployment was 3.1 % in September 2018 down from 4.8% in September 2017. 

INDEPENDENT AUDITORS 

State statutes require an annual audit by independent certified public 
accountants. The accounting firm of Maze & Associates has been engaged by the 
City to conduct this year's audit. The auditor's report on the basic financial 
statements is included in the financial section of the report. 

AWARDS FOR EXCELLENCE IN FINANCIAL REPORTING 

The Government Finance Officers Association of the United States and Canada 
(GFOA) awarded a Certificate of Achievement for Excellence in Financial 
Reporting to the City for its comprehensive annual financial report for the fiscal 
year ended June 30, 2017. To receive the award, a government must publish an 
easily readable and efficiently organized comprehensive annual financial report. 
This report must satisfy both generally accepted accounting principles and 
applicable legal requirements. A Certificate of Achievement is valid for a period 
of one year only. We believe that our current comprehensive annual financial 
report continues to meet the Certificate of Achievement Program's requirements 
and we are submitting it to the GFOA to determine its eligibility for another 
certificate. 

AVAILABILITY TO THE PUBLIC 

Once accepted by the Council, the report will be made available to the Public at 
the City Offices, on the City's website, at State and Federal repositories, and by 
providing copies to the City's bond disclosure dissemination agent. 
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CONCLUSION 

We are proud to deliver to you the City's Comprehensive Annual Financial 
Report for the year ended June 30, 2018. The preparation of this report on a 
timely basis could not be accomplished without the dedicated services of Finance 
Department staff and the assistance of many others in the City organization. We 
would like to express our appreciation to everyone who contributed to its 
preparation and thank you for your continued support in planning and 
conducting the financial operations of the City in a responsible and progressive 
manner. 

Bry H. Montgomery 
City Manager 

Vl 
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Deborah Sultan 
Finance Director 
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FINANCIAL SECTION 



INDEPENDENT AUDITOR'S REPORT 

· To the Honorable Mayor and City Council 
City of Oakley, California 

Report on the Financial Statements 

We have audited the accompanying financial statements of the governmental activities, each major fund, and the 
aggregate remaining fund information of the City of Oakley, California, as of and for the year ended June 30, 
2018, and the related notes to the financial statements, which collectively comprise the City's ha.sic 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 relevant to the preparation and fair presentation of the 
financial statements that are free from material misstatement, whether due to fraud or error. 

Auditor's Responsibility 

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our 
audit in accordance with auditing standards generally accepted in the United States of America and the standards 
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of 
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free from material misstatement. 

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 City's preparation and fair presentation of the financial 
statements 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 City's internal control. Accordingly, we express no such opinion. 
An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 

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

Opinions 

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective 
financial position of the governmental activities, each major fund, and the aggregate remaining fund of the City as of 
June 30, 2018, and the respective changes in financial position and, where applicable, cash flows thereof and the 
respective budgetary comparisons listed in the Table of Contents as part of the basic financial statements for the year 
then ended in conformity with accounting principles generally accepted in the United States of America. 

Accountancy Corporation 
3478 Buskirk Avenue, Suite 215 

Pleasant Hill, CA 94523 

T 925.930.0902 

F 925.930.0135 

E maze@mazeassociates.com 

w mazeassociates.com 



Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that Management's Discussion and 
Analysis and other Required Supplementary Information 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 Governmental Accounting Standards Board, who considers it to be an essential part of financial 
reporting for placing the basic financial statements in an appropriate operational, economic or historical context. 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 
to 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 statements as a whole. The Introductory Section, Supplemental Information, and Statistical 
Section listed in the Table of Contents are presented for purposes of additional analysis and are not a required part of 
the basic financial statements. 

The Supplemental Information is the responsibility of management and was derived from and relates 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 audit of the basic financial 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 themselves, and other 
additional procedures in accordance with auditing standards generally accepted in the United States of America. In 
our opinion, the Supplemental Information is fairly stated, in all material respects, in relation to the basic financial 
statements as a whole. 

The Introductory and Statistical Sections have not been subjected to the auditing procedures applied in the audit of 
the basic financial statements and, accordingly, we do not express an opinion or provide any assurance on them. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated November 30, 2018 on 
our consideration of the City's internal control over financial reporting and on our tests of its compliance with 
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report 
is to describe the scope of our testing of internal control over fmancial reporting and compliance and the results of 
that testing, and not to provide an opinion on internal control over fmancial 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 fmancial reporting and compliance. 

Pleasant Hill, California 
November 30, 2018 
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MANAGEMENT'S DISCUSSION AND ANALYSIS 

This discussion and analysis of the City of Oakley's financial performance for the fiscal year 
ended June 30, 2018, provides an overview of year ending results based on the government-wide 
statements, an analysis on the City's overall financial position and results of operations to assist 
users in evaluating the City's financial position, and discussions of both significant changes that 
occurred in funds and significant budget variances. In addition, it describes the activities during 
the year for capital assets and long-term debt. It concludes with a description of currently known 
facts, decisions, and conditions that are expected to have a significant effect on the financial 
position or results of operations. Please read this MD&A in conjunction with the City's financial 
statements. 

FINANCIAL HIGHLIGHTS 

• Government-wide net position increased by $10,680,308, or 4.80 percent this year. 

• Government-wide program expenses exceeded program revenues by $2,784,432. 

• General Fund revenues were $1,767,866 more than budgeted; expenditures were 
$2,852,246 less than budgeted. 

• The General Fund balance at the end of the year was $16,334,581 of which $7,172,111 
was available/unassigned. 

USING THIS ANNUAL REPORT 

This annual report consists of a series of financial statements. The Statement of Net Position and 
Statement of Activities ( on pages 14 and 15) provide information about the activities of the City 
as a whole and present a long-term view of the City's finances. Fund financial statements start on 
page 18. For governmental activities, the fund financial statements tell how these services were 
financed in the short term as well as what remains for future spending. Fund financial statements 
also report the City's operations in more detail than the government-wide statements by 
providing information about the City's most significant funds and other funds. The remaining 
fiduciary fund statement provides financial information about activities for which the City acts 
solely as a trustee or agent for the benefit of those outside of the government. 
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REPORTING THE CITY AS A WHOLE 

The Statement of Net Position and the Statement of Activities: 

Our analysis of the City as a whole begins on page 5. One of the most important questions asked 
about the City's finances is "Is the City as a whole better off or worse off as a result of the year's 
activities?" The Statement of Net Position and the Statement of Activities report information 
about the City as a whole and about its activities to answer this question. These statements 
include all assets, deferred outflows/inflows of resources and liabilities of the City using the 
accrual basis of accounting, which is similar to the accounting used by most private-sector 
companies. All of the current year's revenues and expenses are taken into account regardless of 
when cash is received or paid. 

These two statements report the City's net position and changes in net position. Net position is 
the difference between assets plus deferred outflows of resources and liabilities plus deferred 
inflows of resources, which is one way to measure the City's financial health, or financial 
position. Over time, increases or decreases in the City's net position is an indication of whether 
its financial health is improving or deteriorating. To put the City's financial health in 
perspective, you will likely need to consider certain non-financial factors, such as changes in the 
economy, that impact consumer spending or property values. In the statement of Net Position 
and the Statement of Activities, we include City Activities from two categories: 

Governmental activities - Most of the City's basic services are reported in this category, and 
include: general government (city manager, city clerk, finance, etc.), community development 
(planning, building and public works), police protection, and recreation. Property taxes, sales tax, 
transient occupancy tax, user fees, interest income, franchise fees, state and federal grants, 
contributions from other agencies, and other revenues finance these activities. 

Component unit activities - The City includes one additional legal entity in its report - the 
Oakley Public Financing Authority. Although legally separate, the City is financially 
accountable for this "component unit". 

REPORTING THE CITY'S MOST SIGNIFICANT FUNDS 

Fund Financial Statements 

The fund financial statements provide detailed information about the most significant funds 
(called "major" funds) and other funds (called "non-major" funds)- not the City as a whole. 
Some funds are required by State law and/or by bond covenants; however, management has 
established other funds to help it control and manage money for particular purposes or to show 
that it is meeting legal responsibilities for the use of certain taxes, grants, and other resources. 
The City's funds are classified as Governmental Funds, Proprietary Funds or Fiduciary Funds. 

4 


