City of Oceanside
California

Comprehensive Annual

Financial Report
For the year ended June 30, 2005






CITY OF OCEANSIDE, CALIFORNIA
COMPREHENSIVE ANNUAL FINANCIAL REPORT
FOR THE FISCAL YEAR ENDED

June 30, 2005

Prepared by the Accounting Division, Financial Services Department
300 North Coast Highway Oceanside, CA 92054

Nita McKay, Director of Financial Services
David Crowe, Senior Management Analyst






City of Oceanside
Basic Financial Statements
For the year ended June 30, 2005

Table of Contents

Page
INTRODUCTORY SECTION
TADIE Of COMEEIIES ...ttt ettt et e e et e et et e eaa e e te e et em e seeeeasastseee s e eeaeeaee s e e seneeeeeseeeeeneeaseeeaeeeenenaeeanen i
Letter Of TTANSINIEEAL. .......ooei ettt e e e e e e e e e e et e e e e e eae e ee e e e e e eteeeeeeeeeeeae e et e see e st e saseaaseaeeeeees v
Principal OffiCIALS .......covoiiiiiiiiec ettt ettt ettt ettt s s ix
Organizational CRATt.............coiiii ettt X
GFOA Certificate of Achievement for Excellence in Financial Reporting.............ccccococoeuriviccinniccnncccenenes xi
CSMFO Certificate of Award for Outstanding Financial Reporting.............ccccocooiviiiiiiinicccniccceeeeeeeeenes xii
FINANCIAL SECTION
Independent Auditors” RePOrt............cocoiiiiiiiii ettt 1
Management Discussion and ANalySsis ...t 3
Basic Financial Statements:
Government - Wide Financial Statements:
SHATEIMENE Of INET ASSOES ....eveiiveeeeeeeie ettt ettt e et e e et e st eeeeete e et e s eeeseteeeeeeeeeesaeesseeeseeseeeeaseeseeeneeene 16
Statement of Activities and Changes in Net ASSets ...........ccccciiiiriiinininiicc s 18
Fund Financial Statements:
Governmental Fund Financial Statements:
BaAlANCE SIEEL ...t ettt et e e et et e et e e et e e et e e e aeeeaaeeeate e et e e eaneeanateeeeeenanes 24
Reconciliation of the Governmental Funds Balance Sheet
to the Government ~-Wide Statement of INet ASSELS .........ccvovuiiuiiieiieiiieeieeeeeeeeeeeee et ere e 27
Statement of Revenues, Expenditures
and Changes in Fund Balances.............c.ccooiicccce s 28
Reconciliation of the Governmental Funds Statement of Revenues,
Expenditures and Changes in Fund Balances to the Government - Wide
Statement of Activities and Changes in Net Assets.............ccccccvrvurnnicrinncenecereeseeeeeeeene 30
Proprietary Fund Financial Statements:
SEALEIMENE OF INEE ASSOES.....oiueiieeieeieeeee ettt eeee e e e e e eee et e s e e et e e e e eaee et eeeeeaeesaaesaeeenneaeeene 32
Statement of Revenues, Expenses and Changes in Fund Net Assets ...........ccocccceuenierrnencccceennenne 36
Statement Of CASH FIOWS .......oooiiiieeeeec ettt ee e et e e e e e e e e e e e e e eaeeeeeeaneseneneennses 38
Fiduciary Fund Financial Statements:
Statement of Fiduciary INet ASSets............ccciiiiiiiiiiiiciccce ettt eeaes 44
Notes to Basic FINancial StatemENLs.................ooviiiiioiiiiieieieceeeeeeeeeeeee ettt e e e e e et e eee e et eeeeeeeeeseresareeseeens 45
Required Supplementary INformation ... 93



City of Oceanside
Basic Financial Statements
For the year ended June 30, 2005

Table of Contents, Continued

Page
Supplementary Information:
Non-Major Governmental Funds:
Combining Balance SNEet ...t 102
Combining Statement of Revenues, Expenditures
and Changes in Fund Balances ..o 104
Statement of Revenues, Expenditures
and Changes in Fund Balances - Budget and Actual
Major Capital Projects Funds:
Redevelopment AZENCY ..ot 106
General IMProOVEMENLt...........o.oirriiricie i 107
Non-Major Special Revenue Funds:
ASSEE SEIZUTE ..ttt b bbb bbb 108
LADIATY . 109
L T I VOO U OO PSSP 110
Community DeveloOPmMENLt..........ccururiruriririeiecie s 111
BT C=T: v (o ) 4 O OO OO OO SO 112
Maintenance DISLHICES ........ccccuiiiiiniininiir e 113
SOP ettt s 114
GIANES ..ttt a e e h R e a e R e b bbb e b e R bR et 115
Non- Major Capital Projects Fund:
Oceanside Building AUthOTIt ........cccouiiieieieiicec e 116
Internal Service Funds:
Combining Statement of Net ASSetS...........ouuiuiiiiiiiuriiniinisee s 118
Combining Statement of Revenues, Expenses and Changes in Net Assets........cccccocnininnnnnn. 119
Combining Statement of Cash FIOWS ........c.couiiiiiiini s 120
Fiduciary Fund Financial Statements:
Statement Of Fiduciary Net ASSELS.........ocuriruriruiiiriiiciieicis e 122
Statement of Changes in Net ASSets.........c..cuiuiiiiiiiiei s 123
Capital Assets Used in the Operating Of Governmental Funds:
SCEAULE DY SOUICE ......oriviiuriiciriciees e 126
Schedule of Changes in Capital Assets - By Function and AcCtVIty ..., 127
STATISTICAL SECTION (Unaudited)
General Government Expenditures - By FUNCHON ..ot 130
Schedule Of REVENUES = BY SOUICE ........cuiuiirieieicteieteeict i 132
Schedule Of TAXES = BY TYPE.....cuiiiiiriieiriicts ettt s 135
Schedule of Property Tax COIECHOMNS .........c.uiuiuiiiiieieieieii s 136
Schedule of AssesSed VAlUAHIONS ......c.cucururuiiiuiiiiiiiitciieiicec e 138
Property Tax Rates - All Direct and Overlapping GOVErNMENtS ............ococveiiemiimiciniiiin e 140
Special Assessment Levies and COLLECHONS .......c..vuiuiiriiriiniiniii s 141
Computation of Legal Debt Margin............oocoiuiuriueeuriiisisiiii s 143

ii



City of Oceanside
Basic Financial Statements
For the year ended June 30, 2005

Table of Contents, Continued

Page

STATISTICAL SECTION (Unaudited), Continued

Ratio of Net General Bonded Debt to Assessed Valuation and Net Bonded Debt Per Capita............cccereunnee. 144
Ratio of Bonded Debt Service to General Governmental EXpenditures ...........cccccveueeiiniisiennnceeesineeenns 146
Direct and Overlapping Tax, Assessment and Lease Obligation Debt.............ccccooiueueuriniicreinnicinnneeieeennas 147
Schedule of Revenue Bond Coverage (Water FUNA) ... 149
Property Value and COnStIUCHON ..........cc.oiiiiiic ettt 150
Principal EMPIOYers/TaXPAYEIS ..........ccoiiuiiuciriiiciieisicieisie et es sttt ss et esss s sanseseseaes s essnaees 152
MiSCellaN@OUS SLAISHCS. ........cueuiiiiiicicce bbbttt 153

iii



This page intentionally left blank.

iv



CITY OF OCEANSIDE

FINANCIAL SERVICES DEPARTMENT

December 13, 2005

Honorable Mayor, Members of the City Council, and Citizens of the City of Oceanside:

It is my pleasure to submit the Comprehensive Annual Financial Report (CAFR) of the City of Oceanside
(the City) for the fiscal year ended June 30, 2005.

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 of the information
presented in this report. To provide a reasonable basis for making these representations, management has
established a comprehensive internal control framework that is designed both to protect the City’s assets
from loss, theft, or misuse and to compile sufficient reliable information for the preparation of the City’s
financial statements in conformity with generally accepted accounting principles (GAAP). Because the cost
of internal controls should not outweigh their benefits, internal controls have been designed to provide
reasonable rather than absolute assurance that the financial statements will be free from material
misstatements.

The City’s financial statements have been audited by Caporicci & Larson, CPAs, a firm of certified public
accountants. The independent auditor concluded, based on the audit, that there was a reasonable basis for
rendering an unqualified opinion on the City’s financial statements for the fiscal year ended June 30, 2005.
The independent auditor’s report is presented as the first component of the financial section of this report.

The independent audit of the financial statements of the City was part of a broader, federally mandated
“Single Audit” designed to meet the specific needs of the federal grantor agencies. The standards governing
Single Audit engagements require the independent auditor to report not only on the fair presentation of the
financial statements, but also on internal controls and compliance with legal requirements, with special
emphasis on internal controls and legal requirements involving the administration of federal awards. These
reports are available in the City’s separately issued Single Audit Report.

GAAP require that management provide a narrative, introduction, overview, and analysis to accompany
the basic financial statements in the form of Management’s Discussion and Analysis (MD&A). This letter of
transmittal is designed to complement the MD&A and should be read in conjunction with it. The City of
Oceanside’s MD&A can be found immediately following the report of the independent auditors.

City of Oceanside Profile

The City of Oceanside (City) is a general law city that was incorporated on January 3, 1888. It is located 35
miles north of San Diego and 83 miles south of Los Angeles. The City is located on the Pacific Ocear,
offering a moderate climate that ranks as one of the most desirable in the nation. Oceanside boasts 3.5 miles
of coastline, a harbor with over 900 boat slips, and one of the longest wooden piers on the West Coast,
measuring 1,942 feet in length. The City occupies a land area of 42 square miles and provides a full range of
services, including police, fire, library, water, sewer, street and other infrastructure construction and
maintenance, parks and recreation services. The City also maintains an airport and a small craft harbor.
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The population of Oceanside is estimated at 175,085, making it the third largest city in San Diego County.
The median household income for the City is $61,792, just slightly behind the San Diego County median of
$64,273.

The City operates under the council-manager form of government. The City Council is responsible, among
other things, for passing ordinances, adopting the budget, appointing committees, and hiring the City
Manager and City Attorney. The City Manager is responsible for carrying out the policies and ordinances of
the Council, for overseeing the day-to-day operations of the City, and for appointing the heads of the
various departments.

The annual budget serves as the foundation for the City’s financial planning and control. The City Manager
presents the proposed two-year budget to the City Council for review prior to the beginning of the first
fiscal year. The City Council is required to hold public hearings on the proposed budget and to adopt a final
budget no later than June 30, the close of the City’s fiscal year. The budget is prepared according to fund
and department (e.g., police). City Manger approval is required when transferring appropriations within a
department, between departments, and from an operating account to a capital account. City Council
approval is required on transfer of appropriations between funds.

The financial activities of the four legally separate entities for which the City serves as the governing body
are also included in this report; the Oceanside Community Development Commission, which includes the
Redevelopment Agency of the City of Oceanside, the Oceanside Small Craft Harbor District, the Oceanside
Building Authority and the Oceanside Public Financing Authority. Additional information on these entities
is contained in Note 1 to the Financial Statements.

Economic Outlook

San Diego County enjoys close proximity to the major economic centers of Los Angeles and Mexico, and a
prominent shipping industry assures ready access to Pacific Rim markets. Since the decline of the defense
industry in the early nineties, the county has been able to diversify into high-technology commercial
endeavors, with growth in areas such as telecommunications, electronics, computers, and biotechnology.

Despite a relatively favorable outlook for the San Diego economy, there are areas of concern that must be
remedied. Traffic congestion, water supply, sewage treatment capacity and solid waste disposal are

challenges that are being studied by both the public and private sectors.

As a well-established coastal community, Oceanside should continue to benefit from new development in
the eastern portion of the City and the redevelopment efforts in the western portion.

Major Initiatives

In the coming fiscal year, the City expects to commence construction on infrastructure for the Pacific Coast
Business Park, a 127-acre project that will expand the commercial base for Oceanside, attracting businesses
from the San Diego and Orange County markets.

The City will also begin preliminary planning on El Corazon, a 445-acre project that will provide 35 to 50
acres of retail and commercial space and approximately 400 acres of park space.

The San Luis Rey Wastewater Treatment Facility, a $62 million plant capable of processing approximately
90% of Oceanside’s sewage, is also expected to become operational in the coming fiscal year.

Finally, the Harbor Beach Improvement Project will continue, adding a community room, outrigger boat
facility, office space, and a beach maintenance facility to serve beachgoers and recreational boaters in the

City.
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Other Information

Spending Limitation: Proposition 4, known as the Gann Initiative, was passed in 1979 to limit government
spending by capping the total proceeds of taxes that may be appropriated in a fiscal year. When a city
exceeds the limit, excess tax revenue must be returned to the citizens through refunds, rebates, or other
means. The City is well below the established Gann limit of $233,449,355.

Risk Management: The City has initiated self-insurance programs to provide for general liability and
workers’” compensation claims. The City belongs to a joint powers authority insurance pool to provide
insurance coverage for payment of claims beyond its self-insured retention. The fund revenues are
primarily premium charges to other funds based on past loss histories, as well as refunds from insurance
premiums based on the City’s annual loss history.

Awards and Acknowledgements

The Government Finance Officers Association (GFOA) awarded a Certificate of Achievement for Excellence
in Financial Reporting to the City of Oceanside for its Comprehensive Annual Financial Report (CAFR) for
the fiscal year ended June 30, 2004. The City received this award for publishing an easily readable and
efficiently organized CAFR that satisfied both GAAP and applicable legal requirements.

The California Society of Municipal Finance Officers (CSMFO) awarded a Certificate of Award for
Outstanding Financial Reporting to the City of Oceanside for the fiscal year ended June 2004. This award is
designed to recognize and encourage excellence in financial reporting by state and local governments.

These awards are both valid for a period of one year only. We believe that our current CAFR continues to
meet both programs’ requirements.

The preparation and publication of this report would not have been possible without the dedication,
professionalism, and teamwork of the entire staff of the Financial Services Department. I would like to
express my appreciation to all members of the department who assisted in its preparation. The City Council
has continued to extend their support to the Financial Services Department in the planning of responsible
and progressive financial operations. I would like to thank the Mayor, City Council and City Manager for
their continued support for maintaining the highest standards of professionalism in the management of the
City’s finances.

Respectfully submitted,

7 A7 K

Nita McKay
Director of Financial Services
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Certificate of
Achievement
for Excellence
in Financial
Reporting

Presented to

City of Oceanside,
California

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
June 30, 2004
A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement

systems whose comprehensive annual financial

reports (CAFRs) achieve the highest

~ standards in government accounting
and financial reporting.

“Nameg#Sya

President

B

Executive Director
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