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Governmental activities.  Governmental activities increased the City’s net assets by $16.7 million, 
accounting for 14 percent of the overall change.  Key factors of this increase are as follows: 
 

• Property tax revenues increased by approximately $68.9 million or eleven percent during the 
year.  Most of this increase is attributable to a continued strong real estate market and 
consequent growth in the assessed value of property and a reduction in the City’s estimated 
assessment appeals reserve.  In addition, the City is processing deeds more efficiently and is able 
to issue supplemental tax bills within a shorter time period following the sale of a property. 

 
• Operating and capital grants and contributions together increased by $53.7 million, or 

approximately seven percent in the aggregate, largely related to increases in State 
reimbursement rates to San Francisco General Hospital and to receipt of State traffic congestion 
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relief funds and other State funds by the Department of Public Works and the Department of 
Parking and Traffic. 

 
• Governmental activities showed an increase in capital assets through progress on the 

construction of the Moscone West Convention Center, the Asian Art Museum, and various other 
parks and public works improvements. 

 
• The growth in property taxes and other net increases were somewhat offset by losses in the 

City’s other local taxes, which include sales, hotel, parking and utility users taxes.  Revenue from 
these sources dropped by approximately $137 million or 24 percent overall during the year.   
Hotel occupancy and room rates were weak at the beginning of the year and were severely 
impacted during the second six months of the fiscal year.  Sales tax similarly decreased during 
the year.  Utility users tax decreased, coming off a sharp increase in 2001 related in part to high 
prices during the run-up in California energy markets.  

 
• Interest and investment income also dropped by approximately $10.5 million or 13 percent 

during the year due to a decrease in the average yield of City pooled investments from 6.06 
percent to 4.14 percent.  Because the City’s investments are concentrated in Treasury Bills and 
Notes and other short-term instruments the Federal Reserve’s interest rate cuts during the year 
have significantly affected the City’s investment returns. 

 
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.  The transfers that the City General Fund 
makes each year to help finance the operations of two enterprises, San Francisco General Hospital and 
Laguna Honda Hospital, decreased by five percent in the aggregate from $106 million in 2001 to $100 
million in 2002.  Both hospitals experienced increases in the proportion of patients covered by Medicare, 
Medi-Cal or other insurers, and/or improvement in reimbursement rates which allowed them to recover 
a higher share of their costs of service.   Also of note is a decrease of approximately $54 million from 2001 
to 2002 in expenditures in General City Responsibilities largely due to the City’s completion of most 
refund payments due under the repeal of a portion of the business tax. 
 
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 (27 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 grants and contributions are the largest single source of funds (28 percent), 
followed by property taxes (25 percent) and other local taxes (15.9 percent).   These ratios are 
substantially similar to 2001, with the notable exception of other local taxes, which in 2001 provided 
approximately 20 percent of total governmental activities revenues, dropping in 2002 related to the City’s 
decreased collections in hotel, sales, and other taxes.  
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Business-type activities. Business-type activities increased the City’s net assets by $103.3 million, 
accounting for 84 percent of the overall growth in the City’s net assets.  Key factors of this increase are as 
follows:  
• The Municipal Railway’s net assets overall increased by $126.2 million primarily due to increases in 

the total value of equipment with the acquisition of new rolling stock, and to capitalization of 
infrastructure investments. Muni’s non-operating revenues, which include state and federal grants as 
well as parking fees and fines, increased by $22.6 million.  The increase is largely due to improved 
collection, and in some cases to increased rates, of parking meters, parking taxes, and parking fines 
which accrue to MUNI under the terms of the City’s charter.   

 




































































































































































































































































































































































