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The Government Finance Officers Association of the United States and Canada (GFOA) 
presented an award of Distinguished Budget Presentation Award to the City of Oakland for its 
biannual budget for the fiscal year beginning July 1, 2001.  

In order to receive this award, a governmental unit must publish a budget document that meets 
program criteria as a policy document, as an operations guide, as a financial plan and as a 
communications device.  

The award is valid for a period of two years only. We believe our current budget continues to 
conform to program requirements, and we are submitting it to GFOA to determine its eligibility 
for another award. 
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x FY 2003-05 ADOPTED POLICY BUDGET

September 15, 2003

Honorable Mayor Edmund G. Brown Jr.
Oakland, California

Subject:  The City of Oakland’s FY 2003-05 Adopted Policy Budget

Dear Mayor Brown:

On June 19, 2003, the City Council unanimously adopted the City’s fourth two-year budget, providing
funding appropriations covering the period from July 1, 2003 through June 30, 2005.

The budget has been constructed over the past several months, with countless hours of analysis,
deliberation and decision-making.  Our overall approach to this challenge was to restructure and flatten
the City administrative organization in order to minimize impacts on citizens.  I am confident that, given
the circumstances, the FY 2003-05 Adopted Policy Budget represents a sound and responsible funding
strategy of which the City can be proud.

Budget Development Context

The challenges we were facing during the FY 2003-05 budget development were significant and
numerous. First, we had to consider the uncertain economy and be very conservative in estimating local
revenues.  In contrast to the optimism generated by a robust economy at the outset of the FY 2001-03
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budget cycle, this conservative approach stems from a slumping economy that has forced difficult budget
adjustments twice since the last budget was adopted: $28 million in June 2002, and $19.5 million in
February-March 2003.

Fortunately, the City has a broad diversity of revenues, both restricted and unrestricted, and has been
quite successful in securing grants and special revenues from the state and federal governments. This
diversity of revenues also poses a challenge in that restrictions on many revenue sources limit our
flexibility to shift funds freely to match Mayor and Council priorities. For example, in the General Purpose
Fund (GPF), nearly 50 percent of our revenues are restricted for specific purposes, including voter
approved funding for libraries, Kids First, mandated firefighter staffing; charter requirements; state and
federal legislative requirements; debt service, leases, and contractual obligations.  Another 4 percent
pays internal charges for services such as fleet maintenance and building maintenance. Approximately
6 percent comes from cost-covering programs funded by fees or grants.  The “discretionary” portion of
the GPF budget is, therefore, approximately 40 percent, from which we make choices to best meet our
funding priorities. It must be noted, however, that up to 32 percent of the 40 percent “discretionary”
portion is spent on police protection, leaving only 8 percent for non-Police discretionary spending.

The second challenge we considered during this budget development was the threat of losing vehicle
license fee (VLF) “backfill” revenues from the State. In the years since the State reduced the fee paid by
vehicle owners by 67.5 percent, Oakland and other cities have received backfill revenues from the State
General Fund. During the first stages of the budget development, this backfill was jeopardized by the
State’s own fiscal crisis. In preparing this budget, we used a conservative assumption that only 50
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percent of the vehicle license fee backfill would be remitted to the City, resulting in the loss of $8.5 million
in the GPF revenue in FY 2003-04 and $9.0 million in FY 2004-05 (see graph below).

The recently adopted State budget eliminates the VLF backfill and instead restores the higher 1998
VLF rate. However, the higher VLF rate will only become effective for vehicle owners whose registration
expires after September 20.  Therefore, cities will receive neither the backfill nor their share of the
higher VLF rate for most or all of the June 20-October 1 period. This three-month time period is being
referred to as the ‘gap’. It is estimated the revenue loss to Oakland as a result of this three-month delay
may be as high as $4.7 million.

However, even with the State budget in place, many unknowns remain that may impact the City’s financial
situation over the next few months. Among the most important uncertainties is the California Governor
recall election, which may result in the change of powers at the State level, potentially leading to additional
impacts on local governments. At this time, with significant unknowns still in place, we feel that our
assumption regarding the potential $8.5 million to $9.0 million loss in State funds (which may equate to
the 50 percent reduction in VLF backfill, or the loss of some other State taxes, such as property and
sales) is the most prudent one.

The third challenge we were facing during the FY 2003-05 budget development was an increase in
employee compensation costs, and particularly the pension contribution we make on behalf of our City
associates.  These increases were negotiated with our employee labor unions and adopted by the City
Council.  New salary schedules went into effect beginning July 1, 2002, while new pension benefits are
coming onstream in July 2003 and July 2004. At the same time, most City associates will now share the
cost of funding their pension accounts. Sworn Fire personnel have been contributing since 2001, and
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will continue contributing in this budget cycle at a 4 percent rate.  Non-sworn personnel Citywide are
making a 3 percent pension contribution as of July 2002. In addition, members of the Local 21
(Management and Professional) employee union have reached an agreement with the City to contribute
an additional 3 percent to their pension effective July 2003. Unrepresented (i.e. non-unionized employees)
are also expected to make the additional 3 percent pension contributions, similar to the Local 21
employees. These contributions from our associates ease the City’s obligation, and assist in meeting
pension contributions that will increase by about $10 million in FY 2003-04 (to a total of $37 million) and
another $8 million in FY 2004-05 (to $45 million).

Despite some of the challenges listed above, Oakland continues to attract strong interest and much
needed growth from private development. For the past three years, we have seen accelerated growth in
the assessed valuation of residential, commercial and industrial properties within the City as our private
and non-profit partners continue to build infill developments and replace non-productive properties with
vibrant new development.  Assessed valuation for the 2001 tax year was $20.7 billion (up 7.36 percent
from 2000); for 2002 it was $22.9 billion (up 8.78 percent); in 2003 it grew to $24.8 billion (up 7.1
percent); and for 2004 it is $27.41 billion (up 8.9 percent).

More housing and commercial projects are under construction or in various stages of the approval
processes. These include over one million square feet of commercial development in the Jack London
area; retail/commercial development in the Oak to Ninth corridor; the Uptown mixed use project; more
than 400 housing units in the Leona Quarry development; and approximately 480 units in a mixed use
project on 14th Street across from the Federal Building.  In addition, we are in negotiations with national
retailers to bring large new shopping opportunities within Oakland’s borders.

As these retail and commercial projects are completed, they will add significant numbers of jobs and tax
revenues to Oakland’s economy.  In addition, the growth of passenger travel at the Oakland International
Airport bodes well for hotel development and increased hotel occupancy in the Hegenberger corridor
and downtown.  The future is indeed strong, and gives us hope that our local revenues may become
more robust toward the end of the upcoming budget cycle.

Budget Overview and Recommendations

We are projecting revenue increases of only 2.2 percent in FY 2003-04 in General Purpose Fund (over
the year-end estimate for the current fiscal year), and another 3.6 percent in FY 2004-05. This compares
to a historical average annual growth rate of 4.6 percent during 1992-2002, and takes into account a
number of revenue enhancements such as fee and fine increases. For this cycle, we are projecting little
or no growth in business license, hotel and real estate transfer taxes.  We see modest growth in property
tax and service charges – the latter mainly due to fee increases and a comprehensive parking meter
repair program.
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The charts below present the breakdown of the General Purpose Fund revenues for FY 2003-05, as well
as their historical growth.

The FY 2003-05 budget development process began with the comparison of the City’s revenue base
with future expenditures necessary to maintain the prior year’s level of service. Given our assumptions
of relatively flat revenues, increased labor costs, and the probability of losing some or all of the vehicle
license fee backfill, we projected a General Purpose Fund shortfall of $37.5 million in FY 2003-04, and
another $10.8 million in FY 2004-05 (primarily due to increased pension costs taking effect).

The General Purpose Fund revenues and expenditures included in the FY 2003-05 Adopted Budget
total $387 million in FY 2003-04 and $403 million in FY 2004-05.  The General Purpose Fund supports
2,682 Full-Time Equivalent positions (FTEs) in FY 2003-04, representing a decrease of 191 positions
from the prior year (as of the FY 2002-03 Midcycle Adopted Budget). In FY 2004-05, the General Purpose
Fund contains funding for 2,662 FTEs, reflecting a decrease of an additional 20 positions from the first
year of the budget. Most reductions in spending and FTEs that were approved and implemented in
March 2003 were incorporated and made permanent in the FY 2003-05 Adopted Budget.

The FY 2003-05 Budget contains revenue projections for All Funds totaling $817 million in FY 2003-04,
and $841 million in FY 2004-05. The All Funds proposed appropriations are $890 million in FY 2003-
04, and $898 million in FY 2004-05. (Note that differences between proposed revenues and
appropriations are mainly due to budgeting unspent project carryforwards from FY 2002-03, and using
fund balances where available.).

At the All Funds level, FY 2003-04 adopted appropriations support 4,248 FTEs in FY 2003-04, and
4,230 FTEs in FY 2004-05. This staffing level reflects a decrease of 259 FTEs the first year, and an
additional 18 the second year. In effect, this budget returns Oakland to an overall staffing level similar to
that of FY 2000-01, when the City had 4,216 total FTEs (see graph on the following page).

GENERAL PURPOSE FUND REVENUE
FY 2003-05 Adopted Budget
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Historical & Proposed Budget Summary
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The budget development process demanded that we reflect upon the core functions of City government
and what it can and should provide.  It forced us to reconsider the value of every activity we perform;
every service we provide.  It forced us to evaluate our strengths and our weaknesses. The result is a
budget that reshapes the City organization and provides more efficient use of the resources that we are
entrusted to manage.  It refocuses the City on its most basic mission.  But while we honed in on the
essence of what the City government of Oakland needed to be under these circumstances, we did not
lose sight of the heart and soul of our organization and of our City.

As I stated at the outset, I am confident that this budget represents the best of our thinking and puts us on
solid ground to manage and mature during this difficult period. When healthier times return, we will
emerge stronger and better prepared to prosper.

Budget Principles

Faced with a funding gap in the General Purpose Fund of an estimated $37.5 million the first year and
an additional $10.8 million the second, we have adhered to sound municipal budgeting principles:

• Balance the budget without creating a structural deficit in the General Purpose Fund.
• Use one-time revenues only for one-time expenditures.
• Maintain a 7.5 percent reserve level, in accordance with City Council policy.
• Develop a budget that identifies the staffing and resources allocated to, and revenues generated

by, specific programs that support the Mayor and City Council goals.
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Budget Highlights and Strategies

To preserve core programs and services and to minimize the necessity for employee layoffs or service
reductions, we have utilized strategies that reduce the cost of doing business and raise certain fees and
fines.

Reduce cost of doing business
At the core of this proposed budget is restructuring and flattening of City government to maximize the
efficiency of delivering services while minimizing reductions in the services themselves.  Following are
highlights, by department, outlining some of the ways that this strategy is applied.

City Manager’s Administration – The top management of City government is reduced in this budget
through the elimination of five positions, including an Assistant City Manager, an Assistant to the City
Manager, and support positions. In addition, a number of positions have been transferred out to other
funding sources, to reduce reliance on the General Purpose Fund.  Reductions in staffing alone in the
City Manager’s Office will save $0.7 million. At the same time, two positions, with the total cost of less
than $0.2 million per year, were added to the City Manager Administrative Unit: one as a result of a
transfer from the no longer existing Life Enrichment Administration, and another – to manage the newly
created Neighborhood Services Division.

City Manager’s Citywide Support – Citywide Support units within the City Manager’s Office (e.g., the
Budget Office, the Citizens Policy Review Board, the Equal Employment Opportunity Program, etc.) will
make substantial reductions as well, saving an estimated $0.6 million per year. At the same time, the
Retirement Unit, previously housed in the Office of Personnel, became part of the Citywide Support
effective July 2003.

City Attorney – The City Attorney is continuing reductions from the prior fiscal year and reducing additional
costs, saving a total of $1.3 million to $1.4 million per year. The sum of these reductions in attorney and
administrative staffing will bring the office below staffing levels of the previous fiscal cycle.

Finance & Management – The new Finance and Management Agency (FMA) has been created, by
merging the Offices of Personnel (except for Retirement which moved under the City Manager) and
Information Technology with the Financial Services Agency. The two offices have become divisions of
the FMA, along with Treasury, Accounting, Parking and Revenue. This merger will save $2.4 million to
$2.7 million per year, eliminating 11 management and administrative positions. In addition, this Agency
will also reorganize the Tax Compliance division and Citation Assistance Center for additional $0.4
million in annual savings.

Police Services – The Police Department has undergone significant budgetary and operational
reductions and restructuring as part of this budget.  To reduce costs, civilian and sworn management
and administrative staff have been reorganized throughout the department, save $0.8 million annually.
As part of the reorganization, neighborhood services also have been reoriented, including transfer of
sworn positions and elimination of civilian positions, saving over $0.9 million annually. In addition, 30
sworn and 6 civilian positions have been frozen, and 47 vacant civilian positions have been eliminated,
resulting in $8.1 million in savings.
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Police overtime has been an issue in past years, leading to difficult budget adjustments at mid-cycle
that strain other City departments.  Therefore, based on the real overtime needs of the department and
management reforms already put in place to reduce and control costs, Police Services overtime budget
has been increased from $7.5 million in FY 2002-03 to $10.2 million in FY 2003-04 and $9.9 million in
FY 2004-05.  In addition, $1.6 million per year has been set aside to implement the staffing and officer
oversight reforms required by the Riders settlement.

Fire Services – The Fire Department achieved significant savings in the past fiscal year through flexible
deployment of firefighting and emergency medical resources.  This flexible deployment schedule continues
in FY 2003-05, yielding just under $3.0 million per year in savings.  Additionally, Fire Station 2 in the Jack
London Square area has been closed, generating $2.2 million in annual savings. Reductions in top
management in the department, along with additional overtime reallocations, will save approximately
$0.6 million annually.

Vegetation management, which has been funded for the past two years from the Municipal Improvement
Capital Fund, is being funded at $1.0 million in FY 2003-04 only, from the Multipurpose Reserve Fund.
A steering committee has been established, which includes the Council and community, to work with
staff to reauthorize the special fire prevention assessment district that had funded this program during
1992-1997. An engineer for this work has also been selected, putting this important process on the fast
track. A fire prevention assessment district, or another viable and sustainable funding source for FY
2004-05 and beyond, must be in place by June 2004 in order to continue the vegetation management
program without interruption.

Cultural Arts and Marketing – This budget includes the creation of a new Department of Cultural Arts &
Marketing under the City Manager. The new department consists of Museum Services (which includes
the Alice Arts Center and the Henry J. Kaiser Convention Center), Cultural Arts (formerly the Craft &
Cultural Arts Department), Marketing (formerly a division within the Community & Economic Development
Agency), KTOP, the Film Office, and the City’s website, www.oaklandnet.com.  This new department
consolidates related functions, reduces 8 administrative positions from Cultural Arts and KTOP, and
saves $0.8 million. Grant programs for arts organizations, parades and street festivals and arts education
are fully funded.

Library Services – For the Oakland Public Library, no branches will be closed.  However, due to the
diminishing ability of Measure O assessments to adequately support the needs of the library and limited
General Purpose Fund resources, reductions in all branches’ hours have taken place, so that all branches
are open five days per week. (Previosly, some branches were on a six-day schedule).  Realigning
branch hours through staff reduction, along with relocating the Second Start Literacy Program from a
rented facility to a City facility, will save $0.4 million per year. By FY 2005-07, the balance of the Measure
O fund will be depleted, and its ongoing revenues, together with the General Purpose Fund, will be
inadequate to support the library system.  Voter reauthorization of Measure O, or other revenue
enhancements, will be required to maintain and enhance library services from that point forward.
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Parks & Recreation – This department is funded largely through the General Purpose Fund and the
Landscaping & Lighting Assessment District (LLAD) Fund.  In the General Purpose Fund, $0.2 million
will be saved by further reductions in the department’s administration, which had already been reduced
in previous budget cycles. In addition, several vacant Program Director positions have been eliminated
to create funding for after-school and related activities provided by the Parks & Recreation Department.
Furthermore, $0.4 million is being provided in the first year of the budget to seed a targeted after-school
recreation program for middle-school youth in conjunction with the Oakland Unified School District. In
the LLAD Fund, budget adjustments have been made Citywide to preserve the core funding for parks
maintenance, which is a clear community priority.

Human Services – To continue the viability of a program that reaches one of our most vulnerable
populations, City’s support for the Head Start program has been increased by nearly $0.5 million, to
compensate for inadequate Federal funding needed to continue the program.  At the same time, Safe
Passages administrative support funding of $0.15 million has been eliminated, but all program funding
has been retained for this important collaborative effort between the City, the County, and OUSD. Another
important change impacting the Department of Human Services (DHS) has been the transfer of the
Hunger & Homeless programs from Community & Economic Development to Human Services. This
transfer is intended to better integrate the delivery of social services for our neediest population, and will
have no direct fiscal impact.

Public Works – Significant management and administrative reductions have been made throughout
this agency.  Starting from the top, one Assistant Director position has been eliminated and another one
reclassified to a lower-level position. In addition, 10 administrative and management positions has
been eliminated as part of an overall restructuring of Public Works administration.  These reductions
alone will produce $0.9 million in annual savings. Additional selected reductions of filled and vacant
positions throughout the agency will save another $2.2 million per year. And finally, significant reductions
in the costs of providing internal services – namely building and fleet maintenance – will save over $2.8
million annually.  While none of the Public Works reductions directly impact the General Purpose Fund,
they provide savings in many other funds that face similar challenges of flat revenues and increasing
personnel costs.

Community & Economic Development – Substantial steps have been taken to reduce the administration
of this agency.  Specifically, the Executive Director, Deputy Director, and all associated support positions
have been eliminated, saving $0.9 million annually.  In addition, the Building Services division has been
restructured by reducing management and administration, providing another $1.0 million in annual savings.
At the same time, Planning & Zoning has been reoriented to focus on expediting development through
strengthening the Major Projects division. Further reorganization in the Community & Economic
Development Agency (CEDA) is underway, and will be finalized during FY 2003-04. Also in CEDA,
stagnant funding from the U.S. Department of Housing and Urban Development required a reduction of
staffing to save $0.7 million in FY 2003-04 and $1.2 million in FY 2004-05.
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Citywide – The FY 2003-05 budget authorizes a mandatory business shutdown for 12 days during each
of the two fiscal years. City services will be closed to the public on these days except for specified
essential services such as public safety. Parking citation officers, Head Start child care center employees,
and school crossing guards will also continue operating on a regular schedule. While most City services
will be unavailable to the public during the shutdown days, designated employees will be working their
regularly assigned hours performing duties that require only limited public interaction. The closures are
expected to save $2.2 million in FY 2003-04, and another $2.4 million in FY 2004-05.

Raise fees and fines

This budget includes modest revenue enhancements from the following fees and fines:

• A new permit – and associated annual permit fee – has been established for all users of security
alarms. The permit fee is $25 per year for residential users and $35 per year for commercial users.
In conjunction with this new program, an escalating schedule of fines has been approved by the City
Council, beginning at $100, for police response to false alarms (when response is required more
than once in any twelve month period).  The primary goal of this program is to reduce the 34,000
false alarms to which our police officers respond each year, allowing police to focus on true calls for
service.  We have been working with representatives of the alarm industry and are modeling this
program on successful programs operating in other California cities.  Revenue from the annual
permit is estimated at $0.6 million per year.

• Parking meter rates have been increased by an additional 25 cents per hour (a similar increase
took place in March 2003), generating $1 million in additional annual revenue.

• The parking ticket give-back program has been eliminated. This program, which required that parking
ticket writers void parking tickets if the driver approached the vehicle before the ticket had been
placed on the windshield, was costing the City an estimated $0.3 million per year in the General
Purpose Fund.

• An additional $0.3 million per year is anticipated from implementing the Repeat Offender Program
targeted at property owners not complying with the City’s blight ordinance. The program will be
managed by the Community & Economic Development Agency.

• Increases have been implemented in the parking citation fine for parking at expired meters and for
parking during street-sweeping periods, resulting in $1.6 million in increased revenues.

• The garbage rate surcharge has been increased to raise an additional $3.5 million and to broaden
the flexibility in the allocation of this revenue for maintenance and comprehensive clean up efforts.

• Other various fees and charges have been increased in order to cover the increased cost of providing
fee-based services.
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In implementing these revenue increases, we remained sensitive to the burden already carried by
residents and businesses in Oakland.  The increases represent those that the City has the authority to
enact or increase, and which we expect to have the least possible adverse impact.  It is also important
to consider positive benefits beyond the revenue itself that may result from some of these increases,
such as incentive to reduce false alarms, which now represent 15 percent of police calls for service, and
incentive to obey parking regulations, which can help the flow of commerce in neighborhood commercial
districts and can help us keep the streets clean in accordance with our Clean Water Act requirements.
The total amount of the additional annual revenue anticipated from these increases is
approximately $7.0 million.

Mayor and Council Goals

In spite of the challenge of closing a funding gap, the FY 2003-05 Adopted Policy Budget reflects a
commitment from all funds to the goals of the Mayor and City Council established for Fiscal Years 2003-
2005.  Significant proposals that help to accomplish the Mayor and Council’s goals, some of which have
been outlined above, are discussed below.

Make Oakland a Safe City

The Police Department has been reorganized to better orient it to community-based, neighborhood-
responsive, prevention-focused delivery of police services. The new Neighborhood Services Division
has been established in the Field Operations Bureau, bringing together Alcohol Beverage Action Team,
Community Services, Beat Health and the Neighborhood Services Coordinators to focus on proactive
problem-solving based on community priorities. Complementing this division is a reorientation of the
department toward putting officers on the streets to provide necessary presence and enforcement,
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backed by a strengthened investigations division that can better identify and confront crime trends and
bring to justice those who denigrate our quality of life.  In addition, the City will mount an aggressive anti-
gun violence campaign to bolster our resolve to bring down the homicide and violent crime rates.

The City will also continue to develop our capacity to reintegrate ex-offenders into the community through
Project Choice and other collaborations among Police, Human Services, and Alameda County. We
continue our support of the maturing Safe Passages programs geared toward prevention and intervention,
providing services to keep at-risk youth on a productive track.  In Sacramento, the City will continue
supporting efforts to reform California’s criminal justice system so that sentencing and treatment of
criminal offenders does not create the unintended consequence of hardening rather than rehabilitating.

Innovative deployment of fire suppression resources that started in January 2003 is significantly reducing
costs with minimal service impact.  Proven changes in how we deploy our firefighters, paramedics, and
equipment will provide Oakland residents the efficient delivery of fire and emergency medical services.
The new Integrated Public Safety System will revolutionize the City’s police, fire and medical dispatch,
records, and communications systems, by reducing precious seconds of response time as well as
hours of paperwork.

In the previous fiscal cycle, the City made a two-year commitment, from the Municipal Improvement
Capital Fund, to manage vegetation in the Oakland hills that could otherwise develop into a potential
source of fuel for fires that endanger not only that community but the entire City. We are continuing this
commitment for one more year, from the Multipurpose Reserve Fund. During this year, the Mayor, the
City Council and the Administration will work with the community to develop an assessment district. An
engineer for this work has already been contracted, and started working with staff on the proposal.

Develop a Sustainable City

Through its Sustainable Development Initiative, the City Council established a framework to set Oakland
on a course to become a more sustainable city.  Our efforts in environmental protection and stewardship,
social equity development, and economic growth have created a strong foundation from which we can
achieve this goal.

This budget adds a staff position to envision, innovate, inspire, and lead the City’s efforts towards truly
sustainable development.  It will coordinate and enhance efforts within Public Works and Community &
Economic Development to promote green, energy efficient buildings and brownfields remediation and
development.  Public Works will make the City’s vehicle fleet more environmentally benign through
optimization, reduction, and fuel efficiency through the use of alternative fuel vehicles.  Community &
Economic Development will mature its Workforce Development program, and Contract Compliance &
Employment Services will streamline the implementation of Council policies to provide opportunities for
Oakland residents and businesses, strengthening the foundation of our local economy.
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Through Community & Economic Development, we will continue the Mayor’s goal to attract new residents
to Oakland in order to enhance its vitality and increase its tax base, channeling the Bay Area’s regional
growth to our asset- and infrastructure-rich city and away from outlying open space.  We will continue our
regional leadership in the development of housing for all people at all income levels who want to stay in
or relocate to Oakland.

This budget also refocuses our business attraction and retention efforts towards a more strategic and
targeted approach. Similarly, we will shift planning resources to better and more expeditiously facilitate
the smart and elegant development of our downtown and other key areas of the city, upon which our
continued economic vitality depends.

Improve Oakland’s Neighborhoods

Oakland’s neighborhoods give the city its strength and character. This budget continues the City’s focus
on neighborhoods.  Community & Economic Development’s Livable Neighborhood program represents
a restructuring and streamlining of the City’s code enforcement activities to expedite the process of
eliminating private property blight that dots many neighborhoods of the city.  Although this program
covers its own costs, this budget proposes process improvements and reorganization that will enhance
the program’s effectiveness and reduce its costs.

On the public property side, this budget highlights Public Works’ Keep Oakland Beautiful program,
which will advance the City’s Beautification initiative to remove the litter from and beautify Oakland’s
neighborhoods.  Oakland will become an affiliate member of the national Keep America Beautiful
organization, which will strengthen our focus on beautification and enable us to better connect with
Oakland neighborhoods through enhanced outreach and volunteerism. As streetscape improvements
authorized in previous budget cycles are completed in this one, Keep Oakland Beautiful will ensure that
the significant investment the City has made towards beautifying its neighborhoods is well maintained
and supported.

In this budget we are focusing traffic engineering on neighborhood safety improvements such as traffic
circles and other traffic calming improvements, by discontinuing the speed bump and blue zone (reserved
disabled parking in residential neighborhoods) programs.  We expect to secure outside funding to
continue the Oakland Pedestrian Safety Project program and its collaboration with Transportation
Services, Parking Enforcement, and Police Traffic Operations, all of which contribute to enhanced
pedestrian safety.  Neighborhoods in Central East and West Oakland will be greatly enhanced through
the establishment of two new redevelopment areas. The opportunities redevelopment will provide for
these neighborhoods are detailed in the Oakland Redevelopment Agency’s FY 2003-05 Budget.

Finally, having heard the clear voice of the Oakland community regarding the high value it places on its
library system, this budget contains the continued funding of all of the system’s branches, with some
reductions and standardization of hours of operation.  By the next budget cycle in FY 2005-07, the
Measure O fund balance will be depleted, and we will need voter action to reauthorize and enhance
Measure O, or to establish some alternative vehicle for continuous funding. In addition, Library staff is
exploring the feasibility of a bond measure to expand, renovate and build new libraries, so that the
Library system will better and in perpetuity meet the needs and desires of all Oaklanders.
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Ensure that all Oakland Youth and Seniors have the Opportunity to be Successful

Despite the overwhelming demands on our discretionary City resources, this budget increases City
funding to Head Start – a program that provides unique opportunity for one of the most important sectors
of Oakland’s population.  The erosion of federal support for this program requires increased City funding
to keep it viable.

In addition, a one-time set aside is provided for structured after-school programming for middle school-
aged youth at school sites, in conjunction with the Oakland Unified School District (OUSD).  This new
targeted funding will focus scarce resources to serve a particularly vulnerable age group in a structured
way.  Likewise, continued funding for all branch libraries and the PASS! after-school program maintains
a popular and important direct service by and for youth, as does continued support for the development
of the Main Library’s Teen Center.

Similarly, this budget continues full funding for all of the City’s senior centers, as well as support for the
ASSETS, Linkages, and Paratransit programs that provide opportunity and mobility for Oakland’s
seniors.  Restored full funding for the City’s Americans with Disabilities Act Programs will enable better
service, wider access, and greater opportunities for success to Oaklanders with disabilities.  In addition,
the City’s Hunger and Homelessness programs will be integrated into the Department of Human Services,
to provide a stronger linkage to social service delivery and to leverage resources to enhance services
to one of Oakland’s most needy population.

Model Best Practices to Improve Customer Service and to be a Fiscally Sound and Efficiently Run City

This goal represents an area where the necessity of budget reductions created opportunity for
improvement. In 2002, City Manager Robert Bobb launched the Moving Oakland Forward initiative,
much of which is now being implemented. Improvements identified through this initiative are creating
significant changes in the administration and management of Oakland City government.

This budget contains the consolidation of some of the City’s most essential administrative services.
The Offices of Personnel and Information Technology have been integrated into the new Finance &
Management Agency, reducing administrative redundancies and improving alignment of City
administrative processes.  Improvements in all areas of this integrated agency, recommended by the
Moving Oakland Forward initiative, will be implemented with consistency and professional rigor, which
will strengthen and streamline the critical administrative functions of the entire City organization.

Two major efforts undertaken to create a more coherent and manageable personnel system will be the
overhaul of the City’s employee classification system, and the integration of civil service regulations with
negotiated labor agreements.  The results from these efforts will greatly simplify processes for employees
and managers, and reduce the administrative burdens of employee recruitment, training, development
and promotion, and discipline.  Likewise, we are proceeding with technology upgrades and enhancements
that replace obsolete systems, streamline business processes and provide better management
information.
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Recognizing the unique and growing importance of the City’s retirement systems, this budget also
separates Retirement out of the new Finance & Management Agency and places it with a direct reporting
relationship in the City Manager’s Office (CMO) as part of Citywide Support.  Also within the CMO, the
Risk Management function is being completely overhauled and rigorously focused on reducing claims
and liability.  With the implementation of industry-wide best practices, our new Risk Management system
will reduce costs while increasing productivity.  Likewise, the role of the Budget Office will be increasingly
in the area of internal management consulting to drive continuous improvement throughout the organization
in terms of both fiscal and operational management.  The Budget Office is charged with implementing
the program-based budget for FY 2003-05, and the performance-based budget for FY 2005-07. The
Office will also be responsible for coordinating the performance reporting by City Agencies and
Departments in FY 2003-04.

In some of the City’s other major agencies – Police, Fire, Public Works, and Community & Economic
Development – the top organizational levels have been restructured to flatten them and provide lean
configuration that reflects the modest funding that this budget demands.  Restructuring of these agencies
– and not just at the top but throughout – was undertaken with analytical precision to preserve and
promote the integrity of management functions at this time when sound fiscal and operational oversight
are more important than ever.

Maintain and Enhance Oakland’s Physical Assets

Under even the most severe fiscal circumstances the City must maintain, repair and rehabilitate the
assets we hold in trust for the people of Oakland.  The Landscaping and Lighting Assessment District
(LLAD) revenues primarily fund street lighting and parks maintenance.  The LLAD is one of the funds in
which revenues no longer cover the basic expenses of these high priority functions.  As a result, this
budget contains transfers of staffing (mainly custodial positions) from the LLAD fund to other appropriate
funds, such as the Comprehensive Clean Up Fund, for a total of $1.5 million per year. These transfers
will help avoid a negative fund balance in the LLAD fund by the end of FY 2005-06. However, a structural
deficit (i.e. a gap between revenues and expenditures) will still remain in the LLAD fund, even after the
transfers, and must be addressed during or prior to the FY 2005-07 budget cycle.

This budget maintains and enhances street and sidewalk repair and maintenance.  Innovations identified
as part of the Moving Oakland Forward initiative and by Public Works staff will maximize existing
resources through the use of slurry sealing on streets to inexpensively extend their life by ten years, and
by the use of new sidewalk materials adjacent to tree wells to inexpensively remove sidewalk ledges.
These innovations will not only improve the quality of the city’s streets and sidewalks but will reduce the
City’s liability that stems from their disrepair.

Beneath the city’s streets lie the City’s 70-year-old sanitary sewers and storm drains that have long
suffered from inadequate resources to keep up with needed repairs and replacement.  This budget
contains a proposal to initiate a voter approval process to increase sewer fees over five years, in order
to leverage a revenue bond for sewer repairs. This measure will enhance the stability of the Sewer
Service Fund, which does not currently have the capacity to meet the system’s needs.  In the near future,
the City will need to take similar actions to adequately fund the maintenance and repair of the storm
drainage system.
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Maintenance of the City’s facilities and vehicle fleet are being significantly streamlined as part of this
budget. Facilities Management will focus on improved asset management and customer service; Fleet
Management will focus on optimization and reduction of the fleet.  Due to pressures on all department
budgets that support these internal services, we will actively and diligently manage these resources to
ensure that basic needs are met.

Inspire Creativity and Civic Engagement

This goal, which represents the heart and soul of City activities, establishes priority for programs that
might likely be reduced under such extraordinary fiscal circumstances.  However, one of Mayor Brown’s
highest priorities since taking office has been to support exactly these kinds of activities.  Honoring this
goal, this budget maintains funding at past levels for arts, crafts, music, festivals, and parades.

This budget creates the new Department of Cultural Arts & Marketing, reporting directly to the City
Manager and bringing together the Museum, the Craft & Cultural Arts Department, Marketing functions,
KTOP, the Oakland Film Office, and the City’s website.  Integrating the City’s arts, cultural and marketing
functions will create focus, attention, and synergy to strengthen and complement the activities of each of
the previous disparate units.

Through its adherence to the Sunshine Ordinance and strengthening of the award-winning Office of
Equal Access, the City will continue its endeavor to be one of the most open and accessible municipal
governments in the country.  Active engagement of stakeholders continues through the Citizens Academy,
Boards and Commissions, Neighborhood Crime Prevention Councils, Home Alert, Citizens of Oakland
Respond to Emergencies, the City’s new Keep Oakland Beautiful program, and other means.  This
engagement is at the heart of community-oriented government, an ideal we have been pursuing for the
past four years.

New Budget Process and Format

At its retreat in November 2002, the City Council made an important decision that has changed the
development, presentation and allocation of the City’s budget, beginning with this budget cycle.  The
Council decided to implement a program-based budget in FY 2003-05, and a performance based
budget in FY 2005-07.  Our intent is to move from the traditional baseline budget, to a program and
performance based budget that is aligned with the Mayor and Council goals, and that is understandable
to the people of Oakland.

The preparation of a program-based budget required that City departments identify programs and link
them to broad Council goals and more specific Citywide objectives.  Departments have also developed
performance measures that will be used during FY 2003-05 to track the performance of each program
and lead to the development of a performance-based budget in FY 2005-07.
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As a result of this fundamental change in budgeting, this budget document is a significant departure
from previous presentations.  For each program, departments have indicated a link to a Council goal
and Citywide objective. Detailed information includes budget allocations by program, performance targets
for all programs, as well as the anticipated revenue collected by each program.

Conclusion

The Adopted Policy Budget for FY 2003-05 incorporates organizational improvements brought about
by the necessity to close significant funding gaps and protect the City’s fiscal integrity.  With the Mayor
and City Council’s goals clearly in mind, we have strategically focused on preserving the most effective
programs and services that directly further those goals.  We have attempted to preserve core infrastructure
services, and to reorganize internal processes and systems, so that we are well positioned to expand
service delivery when economic conditions improve.

The Administration will continue to support the Mayor and the City Council with creativity, energy and
commitment as we work to achieve these goals.

Respectfully submitted,

Deborah Edgerly
Interim City Manager
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