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THE CITY OF SAN DIEGO 

November 27, 2002 

Honorable Mayor, 
City Council, and City Manager 

City of San Diego, California 
and The Board of Directors 

This Annual Financial Report covers financial activities of the Convention Center Expansion Financing 
Authority for the fiscal year ended June 30, 2002. 

The covenants entered into by the City of San Diego on behalf of the Convention Center Expansion 
Financing Authority, relating to the outstanding lease revenue bonds issued, have been complied with in all 
respects. 

Respectfully submitted, 

;t~ 
Ex-Officio Comptroller 
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CALDERON, JAHAM & OSBORN 
AN ACCOUNTANCY CORPORATION 

CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS 

www.cjo.com 

INDEPENDENT AUDITORS' REPORT 

To the Board of Directors 
Convention Center Expansion Financing Authority 
San Diego, California 

We have audited the accompanying component unit financial statements of the Convention Center Expansion 
Financing Authority (the "Authority") as of and for the year ended June 30, 2002, as listed in the foregoing 
table of contents. These component unit financial statements are the responsibility of the Authority's 
management. Our responsibility is to express an opinion on these component unit financial statements based 
on our audit. 

We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and 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 
component unit financial statements are free of material misstatement. An audit includes examining, on a test 
basis. evidence supporting the amounts and disclosures in the component unit financial statements. An audit 
also includes assessing the accounting principles used and significant estimates made by management, as 
well as evaluating the overall component unit financial statement presentation. We believe that our audit 
provides a reasonable basis for our opinion. 

In our opinion, such component unit financial statements present fairly, in all material respects, the financial 
position of the Authority as of June 30, 2002 and the results of its operations for the year then ended in 
conformity with accounting principles generally accepted in the United States of America. 

In accordance with Government Auditing Standards, we have also issued our report dated November 27, 
2002, on our consideration of the Authority's internal control over financial reporting and our tests of its 
compliance with certain provisions of laws, regulations, contracts and grants. The report is an integral part of 
an audit performed in accordance with Government Auditing Standards and should be read in accordance with 
this report in considering the results of our audit. 

As described in Note 2 to the basic financial statements, the Authority adopted Statements of the 
Governmental Accounting Standards Board No. 34, Basic Financial Statements - and Management's 
Discussion and Analysis - for State and Local Governments; No. 37, Basic Financial Statements - and 
Management's Discussion and Analysis - for State and Local Governments: Omnibus; and, No. 38, Certain 
Financial Statement Note Disclosures. 

The scope of our audit did not include the supplemental information listed in the foregoing table of contents. 
Such information has not been subjected to the auditing procedures applied in the audit of the component unit 
financial statements and, accordingly, we express no opinion on it. 

November 27,2002 

Comerica Bank Tower P.O. Box 1039 
600 "B" Street, Suite 1 900 1236 State Street 
San Diego, CA 92101 EI Centro, CA 92243 
Phone: (619) 234-5137 Phone: (760) 352-6022 
Fax: (619) 234-5162 
E-mail cjo@cjo.com 

3 Fax: (760) 352-2492 
E-mail: cjocpas@thegrid.net 

http:www.cjo.com
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MANAGEMENT'S DISCUSSION AND ANALYSIS 

As management of the Convention Center Expansion Financing Authority (Authority), we offer readers of 
the Authority's financial statements this narrative overview and analysis of the financial activities of the 
Authority for the fiscal year ended June 30, 2002. We encourage readers to consider the information 
presented here in conjunction with additional information that we have furnished in our Letter of 
Transmittal, which can be found on page VII of this report. 

OVERVIEW OF THE FINANCIAL STATEMENTS 

This discussion and analysis are intended to serve as an introduction to the Authority's basic financial 
statements. The Authority's basic financial statements are comprised of three components: (1) 
Government-Wide Financial Statements, (2) Fund Financial Statements, and (3) Notes to the Financial 
Statements. This report also contains other supplementary information in addition to the basic financial 
statements themselves. 

Government-Wide Financial Statements The Government-Wide Financial Statements are designed to 
provide readers with a broad overview of the Authority's finances, in a manner similar to a private-sector 
business. 

The Statement of Net Assets presents information on all of the Authority's assets and liabilities, with the 
difference between the two reported as net assets. Over time, increases or decreases in net assets may 
serve as a useful indicator of whether the financial position of the Authority is improving or deteriorating. 

The Statement of Activities presents information showing changes in the Authority's net assets during the 
most recent fiscal year. All changes in net assets are reported when the underlying event giving rise to 
the change occurs, regardless of the timing of related cash flows. 

Both of the Government-Wide Financial Statements distinguish functions of the Authority that are 
principally supported by intergovernmental revenues (governmental activities). The governmental 
activities of the Authority include Interest on Long-Term Debt and Arbitrage Rebate. The Authority does 
not engage in business-type activities. 

The government-wide financial statements exclusively present the Authority with no legally separate, 
discretely presented component units. The government-wide financial statements can be found on pages 
8 and 9 of this report. 

Fund Financial Statements. A fund is a grouping of related accounts that is used to maintain control 
over resources that have been segregated for specific activities or objectives. The Authority uses fund 
accounting to ensure and demonstrate compliance with finance-related legal requirements. All funds of 
the Authority are combined into the governmental funds category. 

Governmental Funds. Governmental funds are used to account for essentially the same functions 
reported as governmental activities in the government-wide financial statements. However, unlike the 
government-wide financial statements, governmental fund financial statements focus on near-term inflows 
and outflows of spendable resources, as well as balances of spendable resources available at the end of 
the fiscal year. Such information may be useful in evaluating a government's near-term financing 
requirements. 

Because the focus of governmental funds is narrower than that of the government-wide financial 
statements, it is useful to compare the information presented for governmental funds with similar 
information presented for governmental activities in the government-wide financial statements. By doing 
so, readers may better understand the long-term impact of the government's near-term financing 
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decisions. Both the governmental fund balance sheet and the governmental fund statement of revenues, 
expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison between 
governmental funds and governmental activities. 

The Authority maintains individual governmental funds. Information is presented separately in the 
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and 
changes in fund balances for the Improvement (general) Fund and Bond (debt service) Fund, which are 
considered to be Major Funds. 

The basic governmental fund financial statements can be found on pages 10-13 of this report. 

Notes to the Financial Statements. The notes provide additional information that is essential to a full 
understanding of the data provided in the government-wide and fund financial statements. The notes to 
the financial statements can be found on pages 14-20 of this report. 

GOVERNMENT-WIDE FINANCIAL ANALYSIS 

Since this is the first year of implementing and presenting government-wide financial reporting, prior year 
comparisons will begin next fiscal year, for the current fiscal year amounts will be presented for fiscal year 
2002. 

As noted earlier, net assets may serve over time as a useful indicator of a government's financial position. 
In the case of the Authority, assets exceeded liabilities by $1,442,499 at the close of the most recent 
fiscal year. 

All of the Authority's net assets (100 percent) represent resources that are sUbject to external restrictions 
on how they may be used. 

CONVENTION CENTER EXPANSION FINANCING AUTHORITY'S NET ASSETS 

Governmental Activities 
2002 

Investments at Fair Value $ 1,868,726 
Lease Revenue Interest Receivable 2,381,969 
Leases Receivable 200,980,000 

Total Assets 60~230,6jl~ 

Lease Revenue Bonds Payable $200,980,000 
Lease Revenue Bonds Interest 

Payable 2,381,969 
Due to Primary Government 426,227 

Total Liabilities 2ro.L~ 

Net Assets: 
Restricted for Debt Service 469,354 
Restricted for Capital Projects 973,145 
Total Net Assets $1t442,499 

Governmental Activities. Governmental activities decreased the Authority's net assets by 
($11.979,394), thereby accounting for 100 percent of the total reduction in the net assets of the Authority. 
Key elements of this decrease are as follows: 

5 



CONVENTION CENTER EXPANSION FINANCING AUTHORITY ANNUAL FINANCIAL REPORT 

CONVENTION CENTER EXPANSION FINANCING AUTHORITY'S CHANGES IN NET ASSETS 

Governmental 
Activities 

2002 
Revenues: 
General Revenues: 

Revenues from Use of Money $ 499,190 
Lease Income 4,494,606 

Total Revenues ~~~~~l~fi 

Expenses: 

Issuance, Bond and Notes 


Interest on Long- Term Debt 9,642,445 
General Government 450,745 
Payment to City of San Diego 6,880,000 
Total Expenses ~ill~,190 

Decrease in Net Assets (11,979,394) 
Net Assets - July 1, 2001 13,421,893 
l\Iet Assets - June 30, 2002 $ =~~24B9 

FINANCIAL ANALYSIS OF THE GOVERNMENT'S FUNDS 

As noted earlier, the Authority uses fund accounting to ensure and demonstrate compliance with finance
related legal requirements. 

Governmental Funds. The focus of the Authority's governmental funds is to provide information on 
near-term inflows, outflows, and balances of spendable resources. Such information is useful in 
assessing the Authority's financing requirements. In particular, unreserved fund balance may serve as a 
useful measure of the Authority's net resources available for spending at the end of the fiscal year 

As of the end of the current fiscal year, the Authority's governmental funds reported combined ending 
fund balances of $1,442,499. All of the fund balance ($1,442,499) is reserved to indicate that it is not 
available for new spending because it has already been committed to pay for debt service and capital 
projects. 

The Bond (Debt Service) Fund - Redemption Fund has a total fund balance of $469,354, all of which is 
reserved for payment of debt service. 

Long-Term Debt. At the end of the current fiscal year, the Authority had total debt outstanding of 
$200,980,000. The Authority debt represents debt backed by contributions from the City of San Diego. 

CONVENTION CENTER EXPANSION FINANCING AUTHORITY OUTSTANDING DEBT 

Governmental 
Activities 

2002 2001 

Lease Revenue Bonds $200,980,000 $205,000,000 
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Additional information for Convention Center Expansion Facility Authority's Long Term Debt can be found 
in note 6 on pages 19-20 of this report 

REQUESTS FOR INFORMATION 

This financial report is designed to provide a general overview of the Authority's finances for all those with 
an interest in the government's finances. Questions concerning any of the information provided in this 
report or requests for additional financial information should be addressed to the Office of the City Auditor 
& Comptroller, 202 C Street, City of San Diego, California 92101 or e-mailed to the City Auditor & 
Comptroller at auditor(i(lsandiego.gov. 
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ASS'" SAND OTH;:R DEBITS 

Cash or EqUity ,n Pooled Cash and InveS1Tf1ents 

Investments a1 Fair Val~JC 

Lease ReveJlue InterC'~t Receivable '" 

Leases Recerllable .. 

roTAL ASSETS A'JD eTHER DEBiTS.. 

LIABILITIES 

AccouPt~ Payanle . 

Due Prl'nary GovNnrnenl 

Lease "'Ievsm:e Bonds Interest Payable ... 

Lease Revenue Bonds Payable, 


TOTAe LlABUTIES 


FUND <OU:TY 

Reserved tor Dent ServH'fl 

Umeser"cd: 

Designated tor Subsequenl Years' Expe-odrtures 

TOTAL FUND EOlJlTV 

TOTAL LIABILITIES 
ArJD 'UNO EOUITY . 

Nel As!,ets: 
Restrit;ted lor Debt Service 
RestrJCled tor Cap'tal Projects 
TOTAL NET ASSETS 

Sep. f'\Iotes fO FiofP;clal S1alP'iY',entS 

Statement of Net Assets 

June 30, 2002 

'mpily....:rnenr Bond reJld' 
(GenNa!, IDe:H Selvice) Goverr'Th~IHdl 

_..~~!~,.~_j__ _ __.~~~~ .._ _.__~~~__ 

399,372 469.354 ,,858,726 

~--.---~..
.1.399.372 o:~_~_~54 1.868 726 

426.227 426,227 

426.227 426.227 

469.35~ 46::.354 

, .399.372 469.354 

_.A.flJ.~rStr:1~!.~ 

2,38: ,969 

_?CO.98!J.COO 

203.361.969 

2.38' ,969 

203.361 969 

i469,3541 

469,3~4 

973, ~45 
-~l.44iA99 

StateIi';ent 
of Net 
Assets 

1.868.726 

2,381,969 

-.2Q<J.c9~~ 

205.23C.695 

426.227 

2.381.969 

200.980.00C 

203.788.196 

469.354 
973,145. 

1.442.499 
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REVE\lUES 

E:orninQ5 or lr.vusrrr;ents , 


COflmbLh)lI$ from 1he C tv of Sa" DLegD .. , 


Leas:: Income. 


TO~AL ~,E'JENUES 

EXPENOITURES 

General Government 

C3p,tal Pro1eCls , 


Payment TI) Clly ct San Diego" 


DeDt Service: 


Prjr~(.ipa!" 


If~tereS1 . 


TOTAL EXPEND:TJRES 

EXCESS (CEFICIENCYI 0" REV,,~U,S 


OVC9 EXPENDfTU8ES . 


OTHER F;NANC:NG SOURCES IUSES) 

Tfans~ers frorq Other Funds 

Trans1ers [0 Other Funds, 

TOTAL OT"iE~ FI~ANC.~G SOJRCES iLJSES) ... 

EXCESS [DEFIENCY) OE R~VENUES ."',0 
OThER FINANCING SOURCES OVER 
EXPENOITL,RES AND OTHER FINANCI',G USES .. 

Fun(] Balances I Net Assets, 8egmrwlg of Ynar :Re.'l1i·ned! .. 

FLiNO BALAt-CES ; NET ASSETS, EI'ID OF YEP,R 

See No1es :0 FinancIal Sta1er.lents 

Statement of Activities 


Year Ended June 30, 2002 


ir'lproverient Bond 
:Gef~e"':llJ iDebl SefVlcpi 

_.~u.!:.d__ ~.~.~H1\I_~.. 

250.504 249.686 

2.125,016 

._----_ ...-  ~ 1l,552, 796 , 

2,375,520 __8,801.482 

"50,745 
9,300,375 

6,880,000 

4.020,000 

-~.-"----
. .!l:.£9.(;,635 

~.!.]OO,375 ~.2~31.c3.~ 

_~1§.9L4,85§L _j~2229&~~ 

4,840,318 

14.840,3: 8) 

4,840,318 

111.765,173: 

7,858.934 

$. 973,145 

Tela' Stat,:;ment 
,Mpmcrandu:l'l or 

_~__ .A(j:_':J~.~~.ems ~._.. AC1IV:~i.~~ 

499 190 499,190 

2,175,016 :2,125,0:6) 

8,552,796 :4,058,190: 4,494,606 

~..iJ-.272:.00 2 (6.183,206l __~93.]96 

450,745 
9,300,375 
6,880,000 

:9,300,375: 
450,745 

6,880,000 

4020.000 
_ ..~80635 

~,3312.5_"-

~154,7531 

(4.020 :)001 
__ ,38,1901 

__~13 .~?'38,_56 5:.. 

__7,17!3,359 

_ 9,64LA.~ 

16,973.190 
~...--- 

~ 1 1 ,979,~~94; 

4,840,318 4,8t:O,318 

.14,840,318) 

; 9. i 54,753) 7,' 75,359 

(7,"L 75/359) 

',i i ,979,394) 
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COMBINED BALANCE SHEET 

ALL FUNDS 


June 30, 2002 


Governmental Fund Types 

Improvement Bond Total 
(General l (Debt Service) (Memorandum 

Fund Fund Onlyl 
ASSETS AND OTHER DEBITS 

Cash or Equity in Pooled Cash and Investments...... $ $ $ 

Investments at Fair Value ...... . , ,399,372 469,354 , ,868,726 

Amount Available for Bond Retirement ................ . 

Amount to be Provided for Bond Retirement .................... . 

TOTAL ASSETS AND OTHER DEBITS................. .................. $ , ,399,372 $ 469,354 $ ==='==,=8=6=8:...7==2==6= 

LIABILITIES 

Accounts Payable ... .......... ..... ... ..... ......... ..... ........... ... ........... $ $ $ 

Due to Primary Government ................................................. . 426,227 426,227 

Lease Revenue Bonds Payable ......................... . 

TOTAL LIABILITIES .......................................................... . 426,227 426,227 

FUND EOUITY 

Fund Balances: 

Reserved for Encumbrances ........................... . 

Reserved for Debt Service .. 469,354 469,354 

Unreserved: 

Designated for Unrealized Gains 

Designated for Subsequent Years' Expenditures ........... . 973, '45 973, '45 

Undesignated ..................................... . 

TOTAL FUND EQUiTy ..................... . 973, '45 469,354 , ,442,499 

TOTAL LIABILITIES 
AND FUND EQUiTy ............. . $ =='=,=3=9,;,9",,3==7=2= $ ===4==6=9==,3""5,,,,4= $ ==='==,=8=6=8"",.7=2=6= 

See Notes to Financial Statements 
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COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES 
ALL FUNDS 


Year Ended June 30, 2002 


REVENUES 

lfT'provement 
(General) 

Fund 

Bond 
(:)ebt Service) 

Fund 

Total 
,Memorandwm 

Only! 

Earnings on Investments 250,504 

2,125.0i6 

248.686 $ 499,190 

2,125,016 

TOTAL REVENUES ".".""""""""""" " 2,375,520 

8.'J52.796 

8,801.482 

8,552,?2E

--.2 1,177,002 

EXPEND!TURES 

General Government "", 

Capital Projects. 

PaYrT'ent to City of San Diego 

" ...... " ....... 

9,300,375 

450.745 

6,880,000 

450,745 

9,300,375 

6,880,000 

Debt ServIce: 

Principal"",,,,,,,,,.,,, .".,""'".,,," 

Intorest, ...... _,." ..... <. "_" •••• ~ ••••• , ••• 

TOTAL EXPENDITURES 9,300,375 

4,020,000 

9,680,635 

22,,031 ,380 

4,020,000 

9.680,635 

30,331,755 

EXCESS (DEFICIENCY; OF REVENUES 
OVER EXPENDITURES (6,924,855) [12,229,898) (19,154,753; 

OTHER FINANCING SOURCES IUSESI 

Transfers frorT' Other Funds """... " .... "."",

TOTAL OTHER FINANCING SOURCES (U

EXCESS (DEFICIENCY) OF REVENUES A
OTHER FINANCING SOURCES OVER 
EXPEN:JITURES AND OTHER FINANCIN

,.'" """".""",,, 

SES) , "'"" ... "" .. , .... ,,''''''' 

ND 

G USES ,,, ..... ,, ... "" .... " .. ''' .. ". 

~,84~ 

(4,840,318) 

111,765.173! 

4,840,318 

4.840,318 

i7.389,5801 

4,840.318 

i4,840,318) 

119,164,753) 

Fund Balances. Beginning Df Year .",," .... "" 

FUND BALANCES, END OF YEAR 

..... " 12,738,318 

$ 

7.858,934 

469,354 $ 

20.597.252 

See Notes to Financial Statements 
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STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES 
BUDGET AND ACTUAL (BUDGETARY BASIS)· IMPROVEMENT (GENERAL) FUND 

Year Ended June 30. 2002 

REVENUES 
Actual 

-~..-----

Adjustmelll 

'0 
Budgel ary 

Basis 

.~('tl.3J on 
B,JdgeHH't" 

BasIs 
~.<~-••--

_ ...~~ 

Variance 
Favora~Jle 

~.~ra'Jorable) 

250,504 ~ 250,50":' 

CO~llJibu!jons from the City Of Sa"1 D:e~:p .. 

TOTAL REVENUFS ............. .. 250,504 

EXPENDITURES 

Cap:laJ Projects 9.300.375 

TOTAL EXPENDITURES .. 

EXCESS iDEFICIENCY) OF REVENUES 
OVER EXPENDITURES 250,50<; 

OTHER F:'JANCI~jG SOURCES IUSES) 

Trf'insiers to Orlu"'r Funds .. (4,840,3181 14.B40,318: 14,840.318: 

Transters f:Ofn OthPT F:...nds 

TOTAL OTHER F!NANCING SDURCES ,USES, 

EXCESS IDEFICIFNCYI OF REVENUES A'ID 
OT"iER FINAI\CING SOURCES OVER 
EXPENOITURES M,O OT"iER FINM,:;ING USFS .. ~ _,.1.",765 •.1731 I' , ,765,173; '12,015.677; 250,504 

Fund Balances Undeslgnated, Beglf1ning of Y'la; .. 5,580.865 0,580,865 

Reserved ~or E.ncumbrances, BeginnIng of Year '" 5.646,554 5,646554 

Designated for Subsequent Years' [xpendituces, Bcginn,ng of Year 1,5'0.899 

0esiQnated tor SUbsequent Yea"s' Expendnul8S, End ct Year. 1973,145: ,973,1451 

FU'lD BALA'lCE UNDES'GNATD, El'.:J OF YE.AR ". 1722,54' 1 

See '\jotes to Fina,lGlal SHne~entS 
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STATEMENT OF REVENUES. EXPENDITURES AND CHANGES IN FUND BALANCES 
BUDGET AND ACTUAL IBUDGETARY BASIS) BOND (DEBT SERVICE) FUND 

Year Ended June 30. 2002 

REvENUES 
Actua' 

6udgelaf'r' 
Basis 

AC.Tuai or; 

Buagetnry 
Bas!s .__ Btldqe~;_ 

Varlal1~e 

;::avcrab:e 

_~_av(Jrabl~L 

Earnings on !nvest~nents 

Lease Income. 

148,686 23,355 272,04 1 272,041 

TOTAL REVENUES, 23,355 8.824,837 8,824,837 

EXPE"IDITURES 

Gelieral CiovernJrlenr .. 450.745 450,745 45C.745 

pjJyrn.~r[T to Cit., 01 San DieQo ... 

Deot ServIce: 

6,880,OQ0 6.880,OCO 

4,020.000 4020,000 4,020,OGC 

In:eresr 9,660,635 

TDTAL EXP~NDITURES . 

EXCESS iDEFICiE'JCY) OF RcVE'lUcS 
OVE,8 EXPeNDITURES ...................... . 

_" 21,031.. 380 

OTH!'R FINANCI"IG SOURCES IUSES, 

4,840,3 ~ g 4,840.318 

TOTAL OTHER "INANCING SOURCES (uSES) .. 

EXCESS [DEFICIENCY) OF REVENUES A,.D 
OTHER FI'IANCiNG SOURCES DvER 
EXPENDITURES AND OTHER FI~IANCING !JSES (7,389.5801 $ ~~~2;:3,;,;.3;;5;;5_ 

7,835,579 

[7,366,2251 

7,835,579 

Reserlfe for Debt S€fvlI::e, Ere of Year 

FU'ID BALA,'ICE UNDESIGNATED, END OF YEAR ... 

1469.3541 ,469,3541 

Sec Notes to F::1rlncrn1 Slir:.crllenrs 
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NOTES TO THE FINANCIAL STATEMENTS 


YEAR ENDED JUNE 30, 2002 


1. ORGANIZATION AND OPERATIONS 

The Convention Center Expansion Financing Authority (the "Authority") is a joint powers authority 
formed under and pursuant to Sections 6500 et seq. of the California Government Code and a Joint 
Exercise of Powers Agreement dated as of May 1,1996, between the City of San Diego (the "City") and 
the San Diego Unified Port District (the "District"). The Authority was established to assist the City and 
the District with respect to the financing, acquisition and construction of an expansion to the existing 
convention center. 

Since the City exercises oversig ht responsibility over the Authority, it is a component un it of the reporting 
entity of the City. 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

As of July 1, 2001, the Authority adopted the provisions of Governmental Standards Board Statement 
No. 34, Basic Financial Statements - and Analysis - for State and Local Governments; Statement No. 37, 
Basic Financial Statements - Management's Discussion and Analysis - for State and Local 
Governments: Omnibus: and Statement No. 38, Certain Financial Statement Note Disclosures. This 
results in a change in the format and content of the basic financial statements. 

The accounting policies of the Authority conform to accounting principles generally accepted in the 
United States of America ("GMP") as applicable to governmental units. The following is a summary 
of the more significant of such policies: 

a. Government-Wide and Fund Financial Statements 

The government-wide financial statements (i.e., the Statement of Net Assets and the Statement of 
Activities and Changes in Net Assets) report information on all of the activities of the Authority. 
Governmental activities are supported by contributions from the City of San Diego. The Authority 
does not have business-type activities to separate from the governmental activities within the 
government-wide statements. 

The Statement of Activities and Changes in NetAssets demonstrates the degree to which the direct 
expenses of a given function are offset by program revenues. Direct expenses are those that are 
clearly identifiable with a specific function. 

Separate fund financial statements are provided for the governmental fund (i.e. balance sheet, 
statement of revenues, expenditures and Changes in Fund Balance and the Budgetary Basis 
Statement of Revenues, Expenditures and Changes in Fund Balance). 

b. Measurement Focus, Basis of Accounting, and Financial Statement Presentation 

The government-wide financial statements are reported using the economic resources 
measurement focus and the accrual basis of accounting. Revenues are recorded when earned and 
expenses are recorded when a liability is incurred, regardless of the timing of related cash flows. 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

Governmental fund financial statements are reported using the current financial resources 
measurement focus and the modified accrual basis of accounting. Revenues are recognized as 
soon as they are both measurable and available. Revenues are considered to be available when 
they are collectible within the current period or soon enough thereafter to pay liabilities of the current 
period. Expenditures are recognized when the related fund liability is incurred except for principal 
and interest of general long-term debt which is recognized when due. 

The following are the Authority's Major Funds: 

General Fund - The General Fund is the general operating fund of the Authority. It is used to 
account for all financial resources, except those required to be accounted for in another fund. 

Debt Service Fund - The Authority's Debt Service Fund is used to account for the payment of long
term debt principal, interest, and related costs. 

Accounting and financial reporting which are similar to those often found in the private sector are 
followed in the government-wide financial statements. Under this method, revenues are recorded when 
earned and expenses are recorded at the time liabilities are incurred. The Authority adopts all 
applicable Financial Accounting Standards Board ("FASB") Statements and Interpretations issued on 
or before November 30, 1989, in accounting and reporting for its operations unless those 
pronouncements conflict with or contradict Governmental Accounting Standards Board ("GASB") 
pronouncements. 

c. Cash and Investments 

At July 1, 1997, the City of San Diego adopted Government Accounting Standards Board (GASB) 
Statement No. 31, "Accounting and Financial Reporting for Certain Investments and for External 
Investment Pools," which requires certain investments to be reported at fair value. At June 30,2002, 
all such investments are presented at fair value. 

d. Budgets 

Annual budgets are not adopted by the Authority. The budget presented in these statements has 
been derived from the City of San Diego Capital Improvement program budget. 

The budgets are prepared on the modified accrual basis of accounting, except that encumbrances 
outstanding at year-end are considered as expenditures in the Improvement (General) Fund. 
Budgetary control is generally maintained at the appropriations level. 

The following schedule is a reconciliation of the budgetary and GAAP basis fund balances at 
June 30,2002: 

Improvement 
(General) 

Fund 

Designated for subsequent years' expenditure $ 973,145 

Fund Balance - GAAP Basis $ 973,145 
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

Bond 

(Debt Service) 


Fund 


Reserved for Debt Service 	 $ 469,354 

Fund Balance - GAAP basis 	 $ 469,354 

e, 	 Encumbrances 

Encumbrance accounting, under which purchase orders, contracts, and other commitments for the 
expenditure of funds are recorded in order to reserve that portion of the applicable appropriation, 
is employed as an extension of formal budgetary control in the Improvement (General) Fund, 
Encumbrances outstanding at year-end are reported as reservations of fund balance since the 
commitments will be honored through subsequent years' continuing appropriations, Encumbrances 
do not constitute expenditures or liabilities in the GAAP basis financial statements, 

3. 	 RECONCILIATION OF GOVERNMENT WIDE AND FUND FINANCIAL STATEMENTS 

a. 	 Explanation of certain differences between the governmental fund balance sheet and the 
government-wide Statement of Net Assets. 

The government-wide Statements of Net Assets includes an adjustment column to reconcile Total 
Fund Balance - Governmental Funds and Total Net Assets - Governmental Activities. One 
adjustment is for leases receivable which are needed to support the repayment of long-term 
liabilities not received in the current period and therefore not reported in the fund financial The 
details of this $203,361,969 difference are as follows: 

Lease Revenue Interest Receivable $ 2,381,969 
Leases Receivable 200,980,000 
Net adjustment to increase Total Fund Balance - Governmental Funds to 
arrive at Total Net Assets - Governmental Activities $ 203,361,969 

Another adjustment is for long term liabilities which are not due and payable in the current period 
and therefore are not reported in the funds. The details of this $(203,361,969) difference are as 
follows: 

Lease Revenue Bonds Payable $ (200,980,000) 

Lease Revenue Bonds Interest Payable (2,381 ,969) 

Net Adjustment to Decrease Total Fund Balance - Governmental Funds to 

Arrive at Total Net Assets - Governmental Activities $ (203,361,969) 


b. 	 Explanation of certain differences between the Governmental Funds Statement of Revenues, 
Expenditures, and Changes in Fund Balances and the government-wide Statement of Activities. 

The government-wide Statement of Activities includes an adjustment for lease revenue received for 
the payment of long-term debt principal which provided current financial resources to governmental 
funds. 
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3. RECONCILIATION OF GOVERNMENT WIDE AND FUND FINANCIAL STATEMENTS 

The transaction. however, has no effect on net assets. The details of this $(4,020,000) difference are 
as follows: 

Lease Income $(4,020,000) 

Net adjustment to decrease Net Changes in Fund Balances - Total 
Governmental Funds to arrive at Changes in Net Assets-Governmental 

Activities $(4,020,000) 

Another adjustment is for revenues reported in the statement of activities that do not represent a source 
of current financial resources and therefore are not accrued as revenues in governmental funds. The 
details for this $(38,190) difference are as follows: 

Lease Income $ (38.190) 

Net adjustment to decrease Net Changes in Fund Balances - Total 
Governmental Funds to arrive at Changes in Net Assets of Governmental 

Activities $ (38.190) 

Another adjustment is for revenues reported in the governmental funds that are needed to support 
capital outlay expenditures. This revenue is removed from the Statement of Activities. The details of 
this $(2,125,016) are as follows: 

Contribution from the City of San Diego $(2,125,016) 

Net adjustment to decrease Net Changes in Fund Balances - Total 
Governmental Funds to arrive at Changes in Net Assets of Governmental 

Activities $(2,125,016) 

Another adjustment iffor capital outlays which are reported as expenditures in governmental funds but 
are removed from the Statement of Activities. Depreciation expense is not shown because the assets 
belong to the City of San Diego and not the Authority. The details of this $9,300,375 difference are as 
follows: 

Capital Projects $ 9.300,375 

Net adjustment to increase Net Changes in Fund Balance - Total 
Governmental Funds to arrive at Changes in Net Assets of Governmental 

Activities 

Another adjustment relates to the issuance of long-term debtwhich provides current financia I resources 
to governmental funds, while the repayment of the principal consumes the current financial resources 
of governmental funds. This transaction, however, has no effect on net assets. The details of this 
$4,020,000 difference are as follows: 

Principal Repayments: 

Lease Revenue Bonds $ 4.020.000 

Net adjustment to increase Net Changes in Fund Balances - Total 
Governmental Funds to arrive at Changes in Net Assets of Governmental 

Activities $ 4,020,000 
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3. RECONCILIATION OF GOVERNMENT WIDE AND FUND FINANCIAL STATEMENTS 

Another adjustment is for expenses reported in the statement of activities that do not require the use 
of current financial resources and therefore are not accrued as expenses in governmental funds. The 
details of this $38,190 difference are as follows: 

Interest $38,190 

Net adjustment to increase Net Changes in Fund Balances - Total Governmental 
Funds to arrive at Changes in Net Assets of Governmental Activities $38,190 

4. CASH AND INVESTMENTS 

a. Investments 

Investments at June 30, 2002 consist of United States government securities, with a fair value of 
$1,868,726. All such securities owned by the Authority are held in safekeeping in the name of the 
Authority by a third party trust department acting as agent for the Authority under the terms of a custody 
agreement executed between the bank and the Authority, This agreement provides, among other 
things, that the securities are to be held separate from the other assets of the bank. 

b, Cash or Equity in Pooled Cash and Investments 

Other cash resources of the Authority are combined with cash resources of the City to form a pool of 
cash that is managed by the City Treasurer, 

As provided for by the Government Code, the cash balance of substantially ali City funds and certain 
entities are pooled and invested by the City Treasurer for the purpose of increasing interest earnings 
through investment activities. The Authority's net share of the total pooled cash and investments is 
included in the accompanying combined balance sheet under the caption "Cash or Equity in Pooled 
Cash and investments". Interest earned on pooled investments is deposited to certain of the 
participating City funds and entities, including the Authority, based upon each fund's and each entity's 
average daily deposit balance during the allocation period with all remaining interest deposited to the 
City's General Fund. 

The City may transact business only with banks, savings and loans, and investment securities dealers 
who are primary dealers regularly reporting to the New York Federal Reserve Bank. Exceptions to this 
rule can be made only upon written authorization of the City Treasurer. Authorized cash deposits and 
investments are governed by state law, as well as by the City's own written investment policy. Within 
the context of these limitations, permissible investments include (1) obligations ofthe U.S. government 
and federal agencies, (2) commercial paper rated A-1 by Standard & Poor's Corporation or P-1 by 
Moody's Commercial Paper Record, (3) bankers' acceptances, (4) negotiable and/or non-negotiable 
certificates of deposit and non-negotiable time deposits issued by a nationally or state chartered bank 
or a state or federal savings and loan association, (5) repurchase and reverse repurchase agreements, 
(6) the local agency investment fund established by the state treasurer and (7) financial futures 
contracts in any of the other authorized investments which are used to offset an existing financial 
position and not for outright speculation. 

Deposits and investments are generally exposed to two types of risk; credit risk and market risk. Credit 
risk is the risk that a governmental entity will not be able (a) to recover deposits if the depository 
financial institution fails or (b) to recover the value of investment collateral securities that are in the 
possession of an outside party if the counterparty to the investment or deposit transaction fails. Market 
risk is the risk that the value of an investment will decline. 
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4. CASH AND INVESTMENTS (Continued) 

In accordance with governmental reporting standards, the Authority has classified its deposits and 
investments by categories of credit risk. Classification in category 1 indicates that the exposure of 
deposits and investments to potential credit risk is low. The level of potential credit risk is higher for 
deposits and investments classified in category 2, and highest for those in category 3. 

Deposits may be categorized as follows: (1) Insured or collateralized with securities held by the entity 
or by its agent in the entity's name, (2) Collateralized with securities held by the pledging financial 
institution's trust department or agent in the entities name, (3) Uncollateralized, 

Investments may be categorized as follows: (1) Insured or registered, or securities held by the entity 
or its agent in the entity's name, (2) Uninsured and unregistered, with securities held by the 
counterparty's trust department or agent in the entity's name, (3) Uninsured and unregistered, with 
securities held by the counterparty, or by its trust department or agent but not in the entity's name. 

Aggregate cash deposits and investments are as follows at June 30, 2002: 

Total 

Investments (Fair Value) $1,868,726 
Total Cash and Investments $1,868.726 

Information pertaining to the City's cash and investment pool may be found in the City's Comprehensive 
Annual Financial Report. 

The Authority's deposits and investments as of June 30, 2002 subject to credit risk categorization are 
presented below: 

Catego[Y 
2 3 Fair Value 

Investments 
U.S. Government Securities ~ ~1,868,726 ~ ~1,868,726 

Total Deposits and Investments ~ ~1,868,726 ffi1,868,726 

5. RECEIVABLES 

The Authority has a lease agreement with the City for the expansion of the Convention Center. The 
Authority obtained financing for the project through the issuance of lease revenue bonds (see Note 6) 
secured by lease payments made by the City to the Authority. The City has pledged revenues to finance 
the lease payments in an amount equal to the principal and interest requirements of the associated lease 
revenue bonds, The total amount of leases receivable expected within one year are $13,697,875. 

6. GEN ERAL LONG-TERM DEBT 

General long-term debt consists of lease revenue bonds. A summary of these obligations follows: 

Interest Maturity Original Balance 
T'iQe of Obligation Rates Date Amount June 30, 2002 

Lease Revenue Bonds, 3.8-5.25-
Issued September 1, 1998 4.75% 2028 §205,OOO,000 ffi200,980,OOO 

Total $205,000,000 $200,980,000 

19 

http:3.8-5.25


CONVENTION CENTER EXPANSION FINANCING AUTHORITY ANNUAL FINANCIAL REPORT 

6. GENERAL LONG-TERM DEBT (Continued) 

The following is a summary of changes in general long-term debt for the year ended June 30, 2002: 

Balance Balance 
July 1,2001 Additions Retirements June 30,2002 

Lease Revenue Bonds $205,000,000 $ $4,020,000 $200,980,000 

Total $205,000,000 $ $4,020,000 $200,980,000 

The annual requirements to amortize lease revenue bonds outstanding as of June 30, 2002, including 
interest payments to maturity, are as follows: 

Year Ending 

June 30, 


2003 $13,697,875 

2004 13,699,415 

2005 13,700,545 

2006 13,700,545 

2007 13,698,665 

2008 - 2012 68,497,307 

2013-2017 68,491,014 

2018 - 2022 68,492,138 

2023 - 2027 68,496,225 

2028 13.696,063 

Total 356,169,792 

Less - Amount representing interest (155.189,792) 

Total General Long-Term Debt $200,980.000 

7. RESTATEMENT OF BEGINNING BALANCES 

As a result of changes in accounting policies and implementation of GASB No. 34, the fund balances and 
net assets as of June 30, 2001 have been restated as follows: 

Improvement 
(General) 

Fund 

Fund Balances/net assets, June 30, 
2001, as previously reported $12,738,318 

Adjustment (7.175,359) 

Fund Balances/net assets, June 30, 
2001, as restated $5,562,959 
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CALDERON, JAHAM & OSBORN 
AN ACCOUNTANCY CORPORATION 

CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS 

www.cjo.com 

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER 

FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS 


PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 


To the Board of Directors 
Convention Center Expansion Financing Authority 
San Diego, California 

We have audited the component unit financial statements of the Convention Center Expansion Financing 
Authority (the "Authority"), as of and for the year ended June 30, 2002, and have issued our report thereon 
dated November 27, 2002. 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. 

~Qrnpliance 

As part of obtaining reasonable assurance about whether the Authority's financial statements are free of 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts and grants, noncompliance with which could have a direct and material effect on the determination of 
financial statement amounts. However, providing an opinion on compliance with those provisions was not an 
objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed 
no instances of noncompliance that are required to be reported under Government Auditing Standards. 

Internal Control Over Financial Reporting 

In planning and performing our audit, we considered the Authority's internal control over financial reporting in 
order to determine our auditing procedures for the purpose of expressing our opinion on the component unit 
financial statements and not to provide assurance on the internal control over financial reporting. Our 
consideration of the internal control over financial reporting would not necessarily disclose all matters in the 
,internal control over financial reporting that might be material weaknesses. A material weakness is a condition 
in which the design or operation of one or more of the internal control components does not reduce to a 
relatively low level the risk that misstatements in amounts that would be material in relation to the component 
unit financial statements being audited may occur and not be detected within a timely period by employees in 
the normal course of performing their assigned functions. We noted no mailers involving the internal control 
over financial reporting and its operation that we consider to be material weaknesses. 

This report is intended for the information and use of the Board of Governors, management and federal 
awarding agencies and pass-through entities and is not intended to be and should not be used by anyone 
other than these specified parties. 

November 27, 2002 

Comerica Bank Tower P.O. Box 1 039 
600 "B" Street, Suite 1900 1236 State Street 
San Diego. CA 92101 EI Centro. CA 92243 
Phone: (619) 234-5137 
Fax: (619) 234-5162 21 

Phone: 
Fax: 

(760) 352-6022 
(760) 352-2492 

E-mail: cio@cjo.com E-mail cjocpas@thegrid.net 

http:www.cjo.com
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STATEMENT OF FUTURE DEBT REQUIREMENTS BY YEARS 

Yea' 
Ending 

June 30, 

2003 

2004 

2005 

2006 

2007 

2008 

2009 

2010 

2011 

2012 

2013 

2014 

2015 

2016 

2017 

2018 

2019 

2020 

2021 

2022 

2023 

2024 

2025 

2026 

2027 

2028 

June 30, 2002 

LEASE REVENUE BONDS 

Principal f'1terest 

4170.000 $ 9,527,B75 

4,330,000 9,369,415 

4,500,000 9,200,545 

4,680,000 9,020,545 

4,870,000 B,B2B,665 

5,075,000 8,624,125 

5,290,000 8,408,438 

5,520,000 8,180,968 

5,760,000 7,938,OB8 

6,065000 7,635,6B8 

6,380,000 7,317,275 

6,715,000 6,982,325 

7,070,000 6,629,788 

7,440,000 6,258,613 

7,830,000 5,868,013 

8,210,000 5,4B6,300 

8,615,000 5,086,063 

9,020,000 4,676,850 

9,450,000 4,248,400 

9,900,000 3,799,525 

10,370,000 3,329,275 

10,860,000 2,836,700 

11,380,000 2,:l20.850 

11,920,000 ',780,300 

12.485,000 1,214,100 

13,075,000 621,063 

200,980.000 $ 

Total 

$ 13,697,B75 

13,699.415 

, 3,700,545 

13,700,545 

13,698,665 

13,699,125 

13,698.438 

13,700,968 

13,1;98088 

13,700,688 

13,697,275 

13,697,325 

13,699,788 

13,698,613 

13,698,013 

13,696,300 

13,701,063 

13,696,850 

13,698.400 

13,699,525 

13,699,275 

13,696,700 

13,700.850 

13,700,300 

13.699,100 

13,696,063 

356,169,792 
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STATEMENT OF LONG-TERM DEBT BY ISSUES 

June 30, 2002 


LEASE REVENUE BONDS 

Series 1 998A due April 1 Issued 
Rate of 
Interest 

Retired 
2001-02 Outstanding 

2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 
2010 
2011 
2012 
2013 
2014 
2015 
2016 
2017 
2018 
2019-2028 

4,020,000 
4,170,000 
4,330,000 
4,500,000 
4,680,000 
4,870,000 
5,075,000 
5,290,000 
5,520,000 
5,760,000 
6,065,000 
6,380,000 
6,715,000 
7,070,000 
7,440,000 
7,830,000 
8,210.000 

107,075,000 

3.80 
3.80 
3.90 
4.00 
4.10 
4.20 
425 
4.30 
4.40 
5.25 
5.25 
5.25 
5.25 
5.25 
5.25 
4.875 
4.875 
4.75 

$ 4,020,000 $ 

4,170,000 
4,330,000 
4,500.000 
4,680,000 
4,870,000 
5,075,000 
5,290,000 
5,520,000 
5,760,000 
6,065,000 
6,380,000 
6,715,000 
7,070,000 
7,440,000 
7,830,000 
8,210,000 

107,075,000 

TOTAL SERIES 1998A 
BONDS ,., ...... , $ 205,000,000 4,020,000 $ 200,980,000 
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