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Changes in Net Assets
June 30, 2003 (in thousands)

Governmental Business-type
activities activities Total

2003 2002 2003 2002 2003 2002
Revenues
Program revenues:

Charges for services.............................  318,880$       348,898$       1,577,851$    1,479,232$    1,896,731$    1,828,130$    
Operating grants and contributions........  809,670         781,767         164,257         282,059         973,927         1,063,826      
Capital grants and contributions............  46,029           58,394           204,751         251,747         250,780         310,141         

General revenues:
Property taxes.......................................  686,858         697,703         -                     -                    686,858         697,703         
Business taxes......................................  276,651         274,848         -                     -                    276,651         274,848         
Other local taxes...................................  450,677         444,590         -                     -                    450,677         444,590         
Interest and investment income.............  26,332           70,597           50,215           63,530           76,547           134,127         
Other.....................................................  196,496         115,943         188,446         85,425           384,942         201,368         

Total revenues................................  2,811,593      2,792,740      2,185,520      2,161,993      4,997,113      4,954,733      

Expenses
Public protection....................................  778,710$       717,552$       -                     -                    778,710         717,552         
Public works, transportation  

and commerce................................  287,910           317,778           -                     -                    287,910         317,778         
     Human welfare and  

neighborhood development.............  626,306           586,188           -                     -                    626,306         586,188         
Community health.................................. 542,480           493,856           -                     -                    542,480         493,856         
Culture and recreation...........................  242,398           246,620           -                     -                    242,398         246,620         
General administration and finance.......  186,144           156,770           -                     -                    186,144         156,770         
General City responsibilities..................  53,026             55,551             -                     -                    53,026           55,551           
Unallocated Interest on long-term  

debt................................................. 77,827             77,335             -                     -                    77,827           77,335           
Airport.................................................... -                     -                    641,036           599,335           641,036         599,335         
Transportation.......................................  -                     -                    628,180           528,725           628,180         528,725         
Port.......................................................  -                     -                    61,074             58,694             61,074           58,694           
Water....................................................  -                     -                    186,579           165,362           186,579         165,362         
Power....................................................  -                     -                    95,427             113,754           95,427           113,754         
Hospitals...............................................  -                     -                    561,673           525,045           561,673         525,045         
Sewer....................................................  -                     -                    153,845           159,896           153,845         159,896         
Garages/Market..................................... -                     -                    894                32,274           894                32,274           

Total expenses...............................  2,794,801      2,651,650      2,328,708      2,183,085      5,123,509      4,834,735      
Increase/(decrease) in net assets  
 before special items and transfers.  16,792           141,090         (143,188)        (21,092)         (126,396)        119,998         
Special items..................................  -                       -                       33,000             -                       33,000           -                    
Transfers........................................  (178,991)        (124,399)       178,991         124,399         -                     -                    
Change in net assets......................  (162,199)        16,691           68,803           103,307         (93,396)          119,998         

Net assets at beginning of year..................  1,475,021      1,458,330      4,230,010      4,126,703      5,705,031      5,585,033      

Net assets at end of year............................ 1,312,822$    1,475,021$    4,298,813$    4,230,010$    5,611,635$    5,705,031$    

Analysis of Changes in Net Assets

The City’s net assets overall decreased by $93 million during the current fiscal year.  These decreases are
discussed in the government and business-type activities discussion below, and are primarily a result of flat and
decreasing revenues from some tax sources and from fees and services charges, and the use of balances to fund
expenses, particularly for governmental activities.  Governmental activities reported a decrease in net assets
during the fiscal year while the business-type activities reported less of an increase in net assets than in the
previous year.  Transfers from governmental to business activities increased over the prior year, to $179
million, due in part to the Charter-required integration of the City’s Parking and Traffic function, a
governmental activity in fiscal year 2002, into the Municipal Transportation Agency, an enterprise activity, in
fiscal year 2003.
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Governmental activities.  Governmental activities decreased the City’s net assets by $162 million, accounting
for all of the aggregate loss.  Key factors of this decrease are as follows:

• Interest and investment income dropped by approximately $44 million or 63 percent during the year
due to a decrease in the average yield of City pooled investments from 4.14 percent to 2.77 percent,
and to lower cash balances available for investment.  Interest and investment income’s proportion of
overall revenues for governmental activities dropped from 2.5 percent in fiscal year 2002 to one
percent in 2003.  In addition to the overall weakness in equity markets, because the City’s investments
are concentrated in Treasury Bills and Notes and other short-term instruments, the Federal Reserve’s
interest rate cuts have significantly affected the City’s investment returns.  Deposits and investments
with the City Treasury as of the end of the fiscal year for governmental activities were down by
approximately 32 percent from fiscal year 2002, from over $1 billion to $714 million.
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• Governmental activities’ net assets have decreased in large part due to the use of reserves for
budgetary purposes across all program areas.  Fund balances in governmental funds decreased by $366
million during fiscal year 2003. The majority of the City’s governmental funds also had operating
expenses in excess of revenues during the fiscal year.

• The continued weakness in the local and California economies during fiscal year 2003 kept revenues
from most local tax sources either flat or decreasing from the prior year.  Hotel, sales, business, and
utility users taxes grew between one and two percent from the prior year, though at less than budgeted
levels.  Fees and service charges which fund governmental activities dropped by ten percent in the
aggregate from the prior year.

• Property tax revenue, which grew by more than ten percent in each of the last two fiscal years
offsetting weak or decreasing income from other sources, was flat in fiscal year 2003, decreasing by
$11 million or two percent in governmental activities.  San Francisco’s real estate market has largely
held its value with a consequent rise in the assessed value of property, and the City continues to
improve its ability to issue supplemental tax bills within a shorter time period following the sale of a
property.  However, tax revenue from these gains is reduced in part in 2003 by a higher proportion of
the tax roll, approximately 18 percent as of June 30, being under appeal than in previous years.  As a
result the City’s estimated assessment appeals reserve is also higher.    

• In fiscal year 2003, in accordance with a Charter amendment, the City transferred its Parking and
Traffic Department from governmental to business activities.  As a result, approximately $36.8 million
in debt and $28.9 million in capital assets were transferred from governmental to business activities.

• Operating grants and contributions increased by $28 million, or approximately four percent, largely
related to increases in federal grants for health programs and federal funding for community
development.

• Governmental activities showed an increase in capital assets related to projects in the culture and
recreation programs including completions at the Asian Art Museum, Moscone West Convention
Center, parks and libraries which increased the value of facilities, improvements, and infrastructure,
while reducing construction in progress.

For the most part, increases in expenses paralleled increases in the cost of living in the San Francisco Bay Area
and growth in the demand for government services.  However, the City’s spending in some program areas
increased at greater rates notably in Public Protection where the City had both scheduled labor rate increases
and greater security program costs than in the prior year.  General Administration and Finance also showed an
increase in expenses in part through claims activity including payment of some remaining amounts for
settlements related to repeal of a portion of the City’s business tax.

The City’s General Fund subsidy transfer to the Municipal Transportation Agency as required by the Charter
increased by approximately 52 percent, from $94 million in 2002 to $143 million in 2003.  In addition, the
transfers that the City makes each year to help finance the operations of the San Francisco General Hospital and
Laguna Honda Hospital enterprises increased by ten percent in the aggregate from $101 million in 2002 to $119
million in 2003.  The hospitals’ improved proportion of patients covered by Medicare, Medi-Cal or other
insurers, and increases in reimbursement rates have allowed them to recover a rising share of the cost of service
in 2002 and 2003, however the cost of non-reimbursed health care programs also continues to rise.  Both
hospitals experienced operating cost increases including labor costs associated with the competitive market for
nursing skills in California and scheduled raises under City labor agreements.

The charts on the previous page illustrate the City’s governmental expenses and revenues by function, and its
revenues by source.  As shown, public protection is the largest function in expense (28 percent), followed by
human welfare and neighborhood development (22 percent) and community health (19 percent).  General
revenues such as property, business, and sales taxes are not shown by program, but are effectively used to
support program activities citywide.  For governmental activities overall, without regard to program, operating
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grants and contributions are the largest single source of funds (28.9 percent), followed by property taxes (24.5
percent) and other local taxes (16 percent).   These ratios are substantially similar to 2002, with the notable
exception as noted above of interest and investment income, which dropped in 2003 related to the City’s
decreased rates for its investments and relatively lower cash balances available to invest.
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Business-type activities. Business-type activities increased the City’s net assets by $68.8 million, reducing the
overall decrease in net assets to $93 million.  Key factors of this increase are as follows:

• The Municipal Transportation Agency’s net assets overall increased by $116.5 million, primarily due to
increases in the total value of equipment with the acquisition of new rolling stock including 13 additional
















































































































































































































































































































































































	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	



