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CITY AND COUNTY OF SAN FRANCISCO OFFICE OF THE CONTROLLER

December 29, 2005

The Honorable Mayor Gavin Newsom

The Honorable Members of the Board of Supervisors
Citizens of the City and County of San Francisco

San Francisco, California

Ladies and Gentlemen:

| am pleased to present the Comprehensive Annual Financial Report (CAFR) of the City and County of San
Francisco, California (the City) for the fiscal year ended June 30, 2005, with the Independent Auditor's
Report, submitted in compliance with City Charter Sections 2.115 and 3.105, and California Government
Code Sections 25250 and 25253. The CAFR has been prepared by the Controller’s Office in conformance
with the principles and standards for financial reporting set forth by the Governmental Accounting
Standards Board (GASB).

Responsibility for the accuracy of the data and the completeness and fairness of the presentation, including
all disclosures, rests with the City, and is based on a comprehensive structure of internal accounting
controls. Since the cost of internal control should not exceed anticipated benefits, the objective is to provide
reasonable, rather than absolute, assurance that the financial statements are free of any material
misstatements. | believe that the data, as presented, is accurate in all material respects; that its
presentation fairly shows the financial position and the changes in the City’s financial position as measured
by the financial activity of its various funds; and that the included disclosures will provide the reader with an
understanding of the City’s financial affairs.

The City’s Charter requires an annual audit of the Controller’s records. They are presented in this CAFR
and have been audited by a consortium led by Macias, Gini & Company LLP, and include Louie & Wong
LLP and the QBIS Group, Inc. They have issued an unqualified (“clean”) opinion of our financial
statements, and their report is presented at the beginning of the Financial Section. The CAFR also
incorporates financial statements of the San Francisco International Airport, the Water Department, Hetch
Hetchy Water and Power, Municipal Transportation Agency, the Clean Water Program, the Port of San
Francisco, City of San Francisco Market Corporation, City and County of San Francisco Finance
Corporation, Health Services System, Employees’ Retirement System, and the Redevelopment Agency,
which have been separately audited. The City has received clean audit opinions for all of these statements.

This letter of transmittal is designed to complement the Management Discussion and Analysis (MD&A)
section of the CAFR. The MD&A provides a narrative overview and analysis of the Basic Financial
Statements and can be found immediately following the independent auditor’s report.

Our CAFR is divided into the following sections:

The Introductory Section includes information about the organizational structure of the City, the City’s
economy, major initiatives, status of City services, and cash management.

The Financial Section includes the MD&A, Basic Financial Statements, notes to the Basic Financial
Statements, and required supplementary information. The Basic Financial Statements include the
government-wide financial statements that present an overview of the City's entire financial operations and
the fund financial statements that present the financial information of each of the City’'s major funds, as well
as non-major governmental, fiduciary, and other funds. Also included in this section is the independent
auditors’ report on the Basic Financial Statements.

The Statistical Section includes tables containing historical financial data, debt statistics, and
miscellaneous social and economic data of the City that are of interest to potential investors in our bonds
and to other readers. The data includes ten—year revenue and expenditure information on an inflation-
adjusted basis.
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Profile of San Francisco’s Government

The City and County of San Francisco (the City) was established by
Charter in 1850 and is a legal subdivision of the State of California with
the governmental powers of both a city and a county under California law.
The City's powers are exercised through a Board of Supervisors serving
as the legislative authority, and a Mayor and other independent elected
: : officials serving as the executive authority. Services provided by the City
B include public protection, public transportation, construction and

maintenance of all public facilities, water, parks, public health systems,
social services, planning, tax collection and many others.

The elected Mayor of San Francisco appoints the heads of most City departments. Many departments are
also advised by commissions or boards whose members are appointed either by the Mayor, or, in some
cases, by a combination of the Mayor, the Board of Supervisors, and other elected officials. Elected
officials include the Assessor-Recorder, City Attorney, District Attorney, Public Defender, Sheriff, Superior
Courts, and Treasurer. Beginning in November 2000, the Board of Supervisors was elected by district for
the first time since the 1970s. The City has eleven districts, with staggered elections for five and six seats
at a time held in even numbered years. Board members serve four-year terms and any vacancies are filled
by Mayoral appointment.

The financial activities of the primary government, which encompasses several enterprise activities, as well
as all of its component units, are included in this CAFR. Component units include legally separate entities
for which the primary government is financially accountable and that have substantially the same board as
the City or provide services entirely to the City. For reporting purposes, the operations of the San
Francisco County Transportation Authority, the San Francisco Finance Corporation, and the San Francisco
Parking Authority are blended with the City. In addition, there are two component units, the San Francisco
Redevelopment Agency and the Treasure Island Development Authority, which are legally separate entities
but have some financial interdependency with the City. For reporting purposes, these entities are shown as
discretely presented component units.

Budgetary Process

The City adopts annual budgets for all governmental funds and generally adopts project length budgets for
capital projects and certain debt service funds. The budget is adopted at the character level of expenditure
within each department, making the department level the legal level of budgetary control. Note 2(c) to the
basic financial statements summarizes the budgetary roles of City officials and the timetable for their
various budgetary actions according to the City Charter.

San Francisco’s Local Economy and Economic Development

San Francisco is the economic and cultural hub of the Bay Area, the fourth-largest city in the state of
California and geographically the smallest county in California. It occupies just forty-seven square miles of
land, surrounded by the Pacific Ocean and San Francisco Bay, but is the most densely populated in the
state. The City’s population dropped from a peak in 2000 but has stabilized in the last two years at about
745,000. San Francisco is a racially and ethnically diverse city, with minority groups combining to represent
just over 56 percent of the population and no single group forming a majority.'

In 2005, San Francisco continued its economic recovery from the multiyear downturn that began in 2001,
during which the United States economy as a whole experienced significant stock market losses, rising
unemployment, and decreasing consumer confidence. With its high concentration of technology and
internet companies, the Bay Area was hit hard by this slowdown. San Francisco lost approximately 65,000
to 75,000 jobs in the period from 2001 to 2003, nearly twice as many were lost in the last significant
recession of 1991 to 1993." The unemployment rate in the City reached a peak of 7.9 percent in July
2002, but has gradually improved. By June of 2005, San Francisco’s unemployment rate had decreased to

' Source: United States Census Bureau
" Source: San Francisco Quarterly Economic Briefing, April 2003
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5.2 percent, slightly better than California’s statewide rate of 5.4 percent. San Francisco’s unemployment
rate continues its decline and was 4.8 percent in November 2005."

While the technology sector as a whole remains soft, the developing field of electronic digital arts could
become a significant factor in San Francisco’s economy. In 2005, George Lucas’ new Digital Arts Center
opened in the Presidio—the former military base in San Francisco’s northwest corner that is now part of the
Golden Gate National Recreation Area. The center is home to more than 1,500 jobs and is expected to be
a catalyst for other electronic game, licensing, promotion, and online ventures in the City.

Commercial Real Estate

San Francisco’s downtown office real estate market has been showing gradual and consistent
improvement since June 2003, when vacancy rates were at an all time high of 22.9 percent. At the end of
June 2005, the overall vacancy rate was 17.3 percent, a 5.6 percent improvement over the two years.
Since June 2004, the average asking price for office space rents rose from approximately $22 to $28 per
square foot—a 27.3 percent increase." While still considerably less than the June 2000 high of $80 per
square foot’, the substantially lower office rental rates have made it more economical to locate in San
Francisco and have contributed to the recovery in professional service jobs in the City.

Activity in the City's commercial real estate investment market was strong in fiscal year 2004-2005,
resulting in a 48.1 percent increase, an amount of $38 million, in property transfer tax revenue. Forty-one
properties worth $3.9 billion were sold during this period at an average price of $260 per square foot.
These properties included the landmark One Market building at $495 per square foot, One Montgomery
Street at $447 per square foot, and 555 California Street at $444 per square foot. " Transfer tax is a
volatile revenue source, and in 2005 was driven in part by the mortgage market’s low rates and concern
over potential rate increases; therefore, the City does not expect increases of this magnitude in the future.
However, San Francisco’s selection in May 2005 as the future headquarters for California’s $3 billion stem
cell program should contribute to a continuing healthy real estate investment market.

Residential Property, Housing and Property Tax

Despite weaknesses in areas of the economy, residential property values in San Francisco remain among
the highest in the nation. As of June 2005, the median price for an average single family home in California
was $542,720, while in the City it was $734,610. This median price represents a steady rise—increasing
12 percent over June 2004 and a 288.7 percent increase since 1995." Despite steady construction,
including 3,293 units under construction as of July 2005 ™, a housing shortage continues and the Bay
Area’s ongoing housing need keeps upward pressure on the City’s residential real estate market. The gap
between demand and supply has contributed to a widening affordability gap in the City, with home
ownership remaining out of reach for most residents and workers. As of July 2005, the average assessed
valuation in the City stood at $368,804 for a single family home.” Average assessed valuations tend to be
lower than market norms would indicate because the limits on property tax increases under California’s
Proposition 13 have generally motivated owners to buy and hold property. Partly due to these affordability
hurdles and market conditions 65 percent of the City’s residents rent their homes and only 35 percent own,”
substantially below the national average of 68.8 percent ownership.* As of June 2005, average occupancy
rate for market-rate apartments in San Francisco was about 96%, 2.9% higher than the same period in
2004. Average rental rates increased slightly in June 2005 to about $1,817 per month, compared to $1,790
during the same period in the prior year.™

The City’'s property tax revenues, the single largest source of tax revenue for the City’s general fund, grew
by 30 percent over the past year. Approximately two-thirds of that growth was attributable to a State-wide
property tax revenue shift to local governments as part of a larger package which reduced local revenues

Source: California Employment Development Department

Source: Cushman & Wakefield, Inc., Marketbeat Mid-Year 2005

Source: Newmark, Office Market Report, Second Quarter, 2004

Source: Cushman & Wakefield, Inc., Marketbeat Mid-Year 2005

Source: California Association of Realtors

Source: Sedway Group, July 2005

Source: Assessor-Recorder, City and County of San Francisco

Source: San Francisco Quarterly Economic Briefing, April 2003

Source: U.S. Census Bureau Housing Vacancy Survey Third Quarter 2003
Source: RealFacts, Quarterly 2004-2005
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from motor vehicle license fees and sales taxes in a similar amount. The remaining growth reflects the
steady rise in property values and prices during the period.

Certain other local tax revenues in the general fund also increased while others were flat or decreased
slightly over the last fiscal year. Payroll tax revenue rose 10.5 percent, or $27.8 million, reflecting the
improved employment rates in the City and a growth in wages. Hotel room tax revenues increased by
$10.5 million, reaching a 10.6 percent increase over June 2004. While recovery in this sector seems
underway, many tax revenues are still less than the high of fiscal year 2000-2001, representing a funding
loss for local cultural institutions and general city services which the government has had to absorb.

Travel and Tourism

San Francisco’s travel and tourism sector, a main driving force of the City’s economy, showed consistent
improvements in 2004 and 2005 after a three year period marked by flat or declining returns. The City's
Convention and Visitors Bureau estimates that 15.1 million people visited San Francisco in 2004 and spent
approximately $6.7 billion, a 11.7 percent increase over the 2003 visitor spending of $6 billion and a 13.6
percent over the $5.9 billion spent in 2002. Hotel occupancy rates also moved up, reaching 82.4 percent in
June 2005. The average daily hotel room rate rose to $153.67 in June 2005, a 13 percent increase over
the $135.91 rate in June 2003." Overall, the growth including room rates and occupancy gains was 6
percent for fiscal year 2004-2005. Bookings for Moscone Convention Center have risen consistently every
year, with the fiscal year bookings at a record high of 104, and 357 more bookings scheduled out until the
year 2028."

Increases in passenger traffic at San Francisco International Aiport (SFO)
also demonstrate the upswing in travel and tourism. In the past fiscal year,
33.2 million passengers arrived at SFO, 6.0 percent more than the year
ended in June 2004, and 11.4 percent more than the 2003 low of 29.8
million. United Airlines and Icelandic Air each expanded their international
flights from SFO during the fiscal year, and Cathay Pacfic returned its
North American headquarters to San Francisco in February 2005.*

Hotel Development on Municipal Transportation Authority (MTA) Land

In March 2005, the Hotel Vitale opened between Mission and Steuart Street across the Embarcadero from
the recently renovated Ferry Building. Built on a former bus layover yard owned by the MTA, the Hotel
Vitale is privately operated and maintained. It is expected to provide an average of $4.8 million a year to
the MTA over the term of the 65-year lease, for a total of more than $300 million. The site also includes a
rent-free location for a combination transit museum and retail shop operated by the Market Street Railway,
a non-profit group that is dedicated to the acquisition, restoration and operation of historic transit vehicles in
San Francisco.

MAJOR INITIATIVES, FUTURE OUTLOOK, AND LONG-TERM FINANCIAL PLANNING

A number of significant initiatives, outlined below, are underway in San Francisco that will have a positive
effect on the City’s economic health and its ability to provide services to residents and businesses.

Biotech, Stem Cell Research, and Mission Bay Development

In May 2005, San Francisco won a competitive bid to house the California Institute for Regenerative
Medicine (CIRM), making it the epicenter for California stem cell research. CIRM was created with the
passage of state Proposition 71 in November 2004. The taxpayer-funded agency is charged with
distributing $3 billion over the next decade in state funds for the advancement of stem cell research.
Scientists hope that this development will lead to therapies and cures for a wide range of degenerative
diseases, including cancer and mutiple sclerosis. The City’s successful bid for CIRM was built on a unique
public-private partnership, combining tax incentives, 46,000 square feet of privately donated lab space, an
international stem cell conference to benefit the CIRM, and a stem cell exhibit at the San Francisco
Exploratorium, in addition to the 10 years of free rent required of all bidders.

Xiii
Xiv

XV

Source: PKFConsulting
Source: Moscone Center Administrative Office
Source: San Francisco International Airport, June 2005
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CIRM will be headquarted in Mission Bay, the 303-acre site of former warehouses and rail yards southeast
of downtown San Francisco that is becoming the City’s newest neighborhood and emerging biotech center.
Since winning the bid, the City has seen numerous companies move or announce their intent to move to
Mission Bay, including Five Prime Therapeutics, Inc., the first biotechnology company to move in;
Alexandria Real Estate Equities, with plans to develop a state-of-the-art laboratory facility; Sirna
Therapeutics, Keryx Biopharmaceuticals and many others. Together, these companies are expected to
bring thousands of jobs to the City in the coming years.

When complete, Mission Bay will include 6,000 residential units, including
1,700 affordable housing units, 6 million square feet of commerical space, a
new research campus for the University of California at San Francisco
(UCSF), 43 acres of open space, a new public school, public library, and new
fire and police stations. To date, construction has been completed on 1,079
residential units, 110,000 square feet of neighborhood-serving retail, 565,000
square feet of commercial and laboratory space, and over 1 million square £ :
feet of life science research space and other facilities for UCSF. An additional 1, 179 housmg unlts are now
in construction.

UCSF has completed Phase 1 of its Mission Bay development. The UCSF campus is now home to three
biomedical research buildings, a Community Center, and a housing complex, together totaling 1.3 million
square feet. With UCSF as an anchor and the CIRM as an international focal point, Mission Bay is
expected to realize more than 30,000 new permanent jobs in life sciences, biotech, and related fields over
the next 20 to 30 years. In preparation for the growing demand for skilled workers, the City has embarked
on new initiatives for job training to help prepare low-income and under-represented minorities for jobs in
the biotechnology industry. Currently, there are 80,000 bioscience jobs in the Bay Area, and this figure is
expected to grow to 120,000 by the end of the decade. "

Hunters Point Shipyard Redevelopment Project

In May 2005, environmental cleanup funded by the U.S. Navy was completed, and construction began on the
500-acre Hunters Point Shipyard Redevelopment Project. By 2008, the City expects the former shipyard
development to include 1,600 housing units, with up to 44 percent set aside as affordable, 300,000 square
feet of commercial space, five acres of multi-purpose community campus space, and 17 acres for parks and
open space. Approximately 430 construction jobs are forecast for this work and an additional 1,000 full-time
jobs are expected in future phases.® Funding for this multi-use development project will be provided from
sales proceeds from U.S. Navy land given to the City according to the conveyance agreement signed in April
2004. Spending for the project could reach $500 million when complete.

Port of San Francisco

Work continued in 2005 on a residential condominium tower that is part of the
Port's $400 million mixed-use development of the Bryant Street Pier and
International Cruise Terminal Project. This project, begun in March 2004, will
feature a 100,000 square foot state-of-the-art international cruise terminal,
offices, retail space and a new waterfront park in addition to the residential
tower. The new cruise terminal will be able to berth two large cruise ships
simultaneously with thousands of passengers. Completion of the entire
project is anticipated in 2008.

Work also continued on the Port’s $44 million rehabilitation and development project at three of its historic
piers, Piers 1%, 3, and 5. Restaurants, office space, public access to the Bay, boat docks, and a water taxi
landing are all part of this project, targeted for completion in spring 2006.

Transportation and Infrastructure

The MUNI Metro (MUNI) is San Francisco’'s light rail system. It serves the City’'s downtown with
underground transit along Market Street and provides above ground service in the western and southern
neighborhoods of the City. The City’'s public transportation infrastructure also includes an extensive bus
network, cable cars, other regional bus and rail providers, and related services.

X"' Source: Building and Construction Trades Council of San Francisco, April 2005

Xvil

Source: Building and Construction Trades Council of San Francisco, April 2005
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MUNI’s Third Street Light Rail Project is nearing completion - now scheduled for the spring of 2006. At that
time the new line will connect the South of Market, Mission Bay and the southeast sectors of San Francisco
to the rest of MUNI, providing new, fast, clean, efficient service to areas currently underserved by public
transportation. Testing and training of this $1 billion addition to the rail system will take place through next
summer, and passenger service is slated to start in 2006.

Another major MUNI expansion project, the Central Subway, is now underway with the planning and
conceptual engineering phases in process. When complete, this project will provide a transit link between
4™ and King Streets north to Union Square and Chinatown. MUNI also has plans to roll out a $52 million
fleet of cleaner hybrid-electric buses, replacing 56 of MUNI's oldest diesel buses by the end of 2006, as
part of the policy goal to eliminate all of its bus emissions by 2020. The hybrid versions will emit 90 percent
less soot and 30 percent less greenhouse gases.™

Replacing the Central Freeway

The City's Octavia Boulevard project was completed shortly after the end of fiscal year 2004-2005. The
new tree-lined boulevard replaces an elevated freeway that was severely damaged during the 1989 Loma
Prieta Earthquake. A street level intersection to the Boulevard crosses Market Street, providing a gateway
from the Bay Bridge and the Highway 101 corridors to the western areas of the City. The four lanes of the
two-way boulevard provide both arterial and local access, are separated by a central median, and are
flanked by on-street parallel parking. The City’'s newest recreational area, Hayes Green Park, has been
developed along one edge of the boulevard on land once occupied by the freeway.

Rebuilding the Hetch Hetchy Water System (Hetch Hetchy)
San Francisco's water system delivers water to approximately 2.4 million people in the City and surrounding
communities. The system includes the Hetch Hetchy reservoir in Yosemite, other reservoirs in the Bay Area
and the Sierras, and a vast network of pipelines, tunnels and other facilities. In November of 2002, San
Francisco voters passed measures that effectively repealed a rate freeze,
authorized a $1.6 billion bond to be financed by retail water rate charges and gave
the Public Utilities Commission (PUC) more control over contracting, employment,
and financial management practices. Together, these improvements gave the PUC
the basis to move forward with plans to seismically upgrade and rebuild the water
system.  This important project is projected to span 13 years and cost
approximately $4 billion.

Currently, PUC is moving forward on 73 critical projects to improve the water enterprise system both locally
and regionally including upgrading the Hetch Hetchy water system. By the end of the fiscal year 2004-2005,
construction was underway for 13 projects, and planning or design processes were in progress for another
50 projects.

Homeless Housing Outreach Efforts

In October 2004, the City launched Project Homeless Connect, a local outreach effort to address the City's
on-going homeless crisis. With the collaboration of volunteers, city staff, and non-profit service providers,
the program has linked more than 5,500 homeless clients to vital city services and resulted in 509 direct
and immediate placements from the street to shelter or stabilization housing. One year later, Project
Homeless Connect marked its first anniversary with 1,274 volunteers serving 1,320 homeless clients in a
single day. The accomplishments and achievements of Project Homeless Connect have resulted in a
nation-wide civic movement that was observed nationally on December 8, 2005. Twenty-one cities
participated: Bridgeport, CT; Chattanooga, TN; Chicago, IL; Columbia, SC; Denver, CO; Knoxville, TN;
Miami, FL; Nashua, NH; New York, NY; Norfolk, VA; Philadelphia, PA; Pittsburgh, PA; San Diego, CA; San
Francisco, CA; San Jose, CA; San Juan, Puerto Rico; St. Louis, MO; Tallahassee, FL; Warwick, RI; West
Hollywood/Hollywood, CA; and Winston-Salem, NC. Through this inaugural national event organized by the
United States Interagency Council on Homelessness (USICH), volunteers, civic leaders, and business
organizations joined with social service agencies, non-profits, and faith-based entities to create for
homeless citizens a single point of engagement and entry to local services, housing, and support in their
cities.

Xviii
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In May 2005, the City marked the one-year anniversary of its Care Not Cash program, a concerted
approach to combat chronic homelessness approved by a voter initiative of the same name. Instead of
issuing cash grants to homeless individuals, the program redirects those local dollars to provide housing.
During the first 17 months of the Care Not Cash program, the homeless caseload decreased by 80% or by
1,986 persons. Also during the 2004-2005 fiscal year, the City developed a 10-year plan to end chronic
homelessness in San Francisco entitled “Changing Direction.” The plan’s central strategy is a “housing
first” model emphasizing immediate placement in permanent housing with access to on-site services
necessary to stabilize the individuals and keep them housed. To accomplish this, the plan calls for the
creation of 3,000 units of new permanent supportive housing and the phasing out of ineffective shelter-
based programs.

Affordable Housing and Homeownership Program

The City's Affordable Housing and Homeownership Program, a $100 million bond approved in 1996
combined with federal, state and local funds, produced 240 units of affordable housing for the City's
homeless, seniors, and low- and moderate-income families over the last year. In the two-year fiscal period of
2003-2005, a total of 1,277 units were completed.

Working Families Tax Credit Program

San Francisco issued the first payments under the Working Families Tax Credit Program shortly after the
end of the 2004-2005 fiscal year. By November 2005, close to 10,000 families received payments totaling
about $2.2 million dollars under this unique program, first announced in 2004. Funded by public monies
and private donations, the Working Families Tax Credit Program is modeled after the Federal Earned
Income Tax Credit, designed to support and encourage work by supplementing the income of low-wage
workers. It is the only local program of its kind in the country.

Laguna Honda Hospital

F— In 1999, the voters of San Francisco approved a $299 million general obligation bond
measure to support construction of “a health care, assisted living and/or other type of
continuing care facility or facilities to replace Laguna Honda Hospital.” The project plan
included constructing 1,200 beds in four buildings. Total cost of construction was
estimated at approximately $401 million, to be supported by the bonds, an allocation of
tobacco settlement funds, and interest earnings. In the last six years, construction
costs have escalated considerably and in May 2005, cost estimates were increased to
over $600 million for completion. While the City has identified other funding sources
that can help meet these future costs, there are also discussions taking place that
would reduce the size of the hospital and provide alternative, community-based care for the same
population. The hospital will be built to modern environmental and seismic standards and will provide for a
technologically advanced and flexible facility serving the City’s growing need for rehabilitation facilities and
residential care. In March 2005, bids were made for the first phase of the replacement project and the new
facilities are scheduled to open in 2011.

Emergency Preparedness

Significant work was underway on various security and emergency preparedness projects funded largely by
$80 million in Department of Homeland Security grants. These funds will help the City meet the training,
planning, and equipment needs as it develops and enhances its ability to prevent, respond to, and recover
from threats and acts of terrorism. The City is also a key leader in developing a first-of-its-kind regional
emergency response plan, bringing together the 10 Bay Area counties, Oakland, San Jose, and the State
Office of Emergency Services.

In September 2005, shortly after the end of the fiscal year, the City launched a new automated warning
system named SF Alert, designed to allow top emergency officials to respond more quickly to a disaster. It
may eventually be used to warn city residents of an impending tsunami, flood or other emergencies. SF
Alert replaces an antiquated and time-consuming system formerly used to notify City officials and call fire,
police, traffic, and health officials reporting to the City’'s emergency command center. The new web-based
system will allow all of the City’s top 90 emergency officials to be informed at once with a detailed message
describing the disaster. The message is transmitted to the official’'s phone, email, pager or hand-held
device simultaneously.
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311 Call Center

The City further moved toward improving customer service and public safety for City residents with the
development and deployment of a 311 Call Center. The 311 Call Center will provide a single point of
contact for all non-emergency City services, and allow customers to call one easy-to-remember number to
receive information and access City services. Staffed 24 hours a day, 7 days a week, the 311 Call Center
will connect callers to a staff of trained customer service agents who will function as customer service
representatives from all City departments. It is expected the 311 Call Center will go live in 2006.

Museums and Cultural Facilities

Public arts, educational and recreational institutions in San Francisco have been the recipients in the 1990s
and 2000s of both significant voter-approved bond funding and private and community financial support for
capital campaigns. Construction was completed for the dramatic new de Young Museum by the end of the
2004-2005 fiscal year, and the museum opened in October 2005.

Golden Gate Park is the site of both the de Young Museum and the
Academy of Sciences. The de Young Museum includes a 293,000 square
foot main building, a sculpture garden, and a unique copper-clad
observation tower that rises 144 feet above the treetops of Golden Gate
Park, designed by the architects Herzog & de Meuron and Fong & Chan.
This new facility houses more than double the previous gallery space for
bl exhibition of the de Young’s collections of American art from the 17" to 20™
centuries and art of the native Americas, Africa and the Pacific. Across the concourse, the City’'s Academy
of Sciences closed in December 2003 for construcuon and relocated its 18 million-specimen collection to a
temporary exhibit and research facility at 10" and Howard Street in downtown San Francisco. The
construction of the new Academy of Sciences, supported by a local bond issue, state funding, and private
gifts, will cost approximately $370 million, with a 2008 opening planned. The Academy’s aquarium,
planetarium and natural history collection will be housed in a new building that incorporates green design
principals including a “living roof” of landscaped areas, glass facings and a piazza blending it with the park
surroundings.

Library Improvement Program

The City’'s 2000 Branch Library Improvement Program, funded by a $105.9 million local bond, state grants,
and private funding continued its project to renovate, expand or acquire 24 neighborhood libraries by 2010.
In September 2004, work on the Glen Park Branch Library began in the multi-use building near the Glen
Park Bart station (Glen Park Marketplace). The Glen Park Marketplace will house a library, residential
housing, and a grocery all on the same site. Construction is expected to be complete by January 2006.
Planning and design were also underway on an additional twelve other branch library renovations and new
construction projects.

City Services

In early 2005, the Controller's Office conducted its tenth annual City Survey, measuring residents’
satisfaction with local government and their opinions on the quality of public services over time. The survey
results show that:

e San Franciscans feel safer walking alone in their neighborhoods this year than in any
prior survey year. Half of survey respondents feel safe or very safe both day and
night; another third feel safe in the daytime but not at night; and one in six feels less
than safe at both times. Feelings of safety crossing the street have also improved.

e MUNI’'s approval ratings are down slightly in some areas, including the convenience

of routes and timeliness and reliability. Muni’'s performance is still rated higher than it
was in years 1997-2001.
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e As in previous years, almost half of survey respondents, choose "fair" in assessing
how well local government provides services overall.

e Residents of the southeast and Supervisorial District 6 feel less safe than those in
the rest of the City. In many categories, southeast residents rate City services lower
than other City residents, but overall as of July 2005, violent crimes in the City have
dropped by 10% as compared to the prior year.

AWARDS AND ACKNOWLEDGEMENTS

Certificate of Achievement
The Government Finance Officers Association of the United States and Canada (GFOA) awarded a

Certificate of Achievement for Excellence in Financial Reporting to the City for its Comprehensive Annual
Financial Report (CAFR) for the fiscal year ended June 30, 2004. This was the twenty-third consecutive
year (fiscal years ended June 30, 1982 — 2004) that the City has achieved this prestigious award. In order
to be awarded a Certificate of Achievement, a government must publish an easily readable and efficiently
organized CAFR. The CAFR must satisfy both Generally Accepted Accounting Principles (GAAP) and
applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe our current report continues
to meet the Certificate of Achievement Program’s requirements and we are submitting it to the GFOA to
determine its eligibility for another certificate.

The City also received the Award for Outstanding Financial Reporting, issued by the California Society of
Municipal Finance Officers (CSMFO) for its CAFR for the fiscal year ended June 30, 2004. The award was
issued in recognition of the City meeting the professional standards and criteria in reporting which reflect a
high level of quality in the annual financial statements and in the underlying accounting system from which

the report was prepared.
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dedication and efficiency are responsible for the preparation of this report. | would also like to thank Macias
Gini & Company LLP for their invaluable professional support in the preparation of the CAFR. Finally, |
want to thank the Mayor and the Board of Supervisors for their interest and support in planning and
conducting the City’s financial operations.

Respectfully submitted,
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Edward Harrington
Controller



This page has been intentionally left blank,



Certificate of
Achievement
for Excellence
in Financial
Reporting

Presented to

City and County of San Francisco,

California

For its Comprehensive Annual
Financial Report
for the Fiscal Year Ended
June 30, 2004

A Certificate of Achievement for Excellence in Financial
Reporting is presented by the Government Finance Officers
Association of the United States and Canada to
government units and public employee retirement
systems whose comprehensive annual financial
reports (CAFRs) achieve the highest
standards in government accounting

~ and financial reporting.

President

sy # o

Executive Director

X1




.\\ 2w SnUP I (1oUDULY IPd11UNRY UL 20UI]IIXT 03 PAIVINPI

WU SPIEPUR)S [EIIUYII L, 79 [EUOISSIJOIg

J18y) ‘sewoy 1, [1ig
’ » .

S00C ‘PTlivniqa,q

po4vdaad 2490 spiodaa ayp yorym wo.af wmassds Suunodov Suiljopun sy us puv
SpuawaivIs 1oupulf pnuup ayg up Gippnb fo 194ap ySry v 131fo4 Yorym
Supaodas up v1o112 pup spavpunis puoissafoid Suigoow fo uoy1uS022.1 ug panssi s1 W19 S L

0IS1UDLY ung fo A1)

Y} 0] PAUASAI
PO-S00C sunLodayy 3@:@&.& SUIPpUDISING

pieAMY JO 3181113

s1201f[ () aouvur> podiounyy o
Jo fija120Q v11s0fyyvy

X1i



S[BI0J0 palos|e snouea Aq pajujodde - paseys g

peps|3 3
siosintedng Jo preog Aq pawiyuod pue Jokep Aq psjuioddy v
ALIMOHLNY AON3OV s3aLSNYL
IN3IWdO13A3a INIWJOTIA3ATY 40 Qdvog NOISSINNOD NOISSINNOD NOISSINNOD
NYISI 3ANSYIUL TVIMOWIN HVM 30104 o ONINNYTd SOHLI ¢
| I
Saomvas NOISSINNOD ayvos auvos NOISSINWOD S30INA3S NOISSINNOO auvos
NOLLVWHONI GNY NOISSINNOD NIWOM WALSAS NOILYZITIBYLS SNOLLOI 3 1d0ddns NOLLO3dSNI SWV3ddY
NOILLYOINNWNOD3 13 IXv1 Jo8n .r< 1S INIWTHILTY INTY s auHd g ONIdTINg g [
L I I |
NOISSININOD NOISSINNOD AONZOV I [ |
Mvd ANV SaILILN — zo_wm_ﬁ,_%oo SROM NOLLY LHOdSNY2LL 31vis3 NolvalSINay NET
NOILYZHO3Y WAIDINOW WOIdan
(o} orand Ve ASYHONY
p——— NOISSINNOD $30IAY3S NOISSIWNOD INIWIOVNYI IONVHNSSY TO¥LINOD
N SS9 40 Guvo8 NOILVEOYd 1Inav S30INY3S v SAILMIOVA MENNSNOS NV 3uvD
AUVHEN MV FUNIAOF aNY ONIDV NVWNH NOILNIANOD TYNINY
[ I | [ [ I ]
NOISSINNOD NOISSININOD NOISSINNOD SNV S30IAN3S
S1HON $30¥NOS3y NOISSINWOD NOISSINNOD S1¥v JDINY3S HIFHL ANV HLNOA IAILVHLSININGY
NYIWNH NYWNH HLIV3aH E}siE] a4 UAID NIYAHO
| | ] I I | | |
NOISSIAWOO | [bnoluvomniwoo | | ANandotanaa NS 2 NOISSINNGD NOISSINNOD R
SLHOdHIV
LNIWNOXIANT AON39Y3N3 Pt NSy SLuy ANSGYOY
[ _ _ _ [ _ _ NOISSINWOD
HLNOA
| ALIHMOHLNY advosg
zol".._.._ﬂm_w\mn_ YITIOHLNOD NOILY.LHOdSNYYL — Sv3ddy
v ALNNOD INIWSSISSY
dOLO3T00 XYL SLdN0D ¥3aN343a AINYOLLY AANHOLLY SHOSIAYIINS 430003y
/M3ENSYIYL ¥ORINS SSIESHS orand LowisIa _ MO 400808 _ NOSS3SSY ]
3 3 3 3

— HOLVHLSININGY ALID

HOAVIN

(s00z ‘o€ aunr jo sy)
yey)H zcmw&Nmzﬂw.uO odsnued ues Jo %ﬁ_:o\r.v pue %a_U

Xiii



CITY AND COUNTY OF SAN FRANCISCO

List of Principal Officials

As of June 30, 2005
ELECTED OFFICIALS
VYO .....ceeeteeieeee ettt Gavin Newsom
Board of Supervisors:
President ..cooooeeeeieeieeeeeeeeeeeeeeeee e Aaron Peskin
SUPEIVISOT ....cnveenvieniieiiiieesiee e sttt Michela Alioto-Pier
SUPBIVISOT ..neieeeiicictieeiee et st Tom Ammiano
SUPEIVISOT ... .eeneiiieeiieiiiiie et Chris Daly
SUPEIVISOT ....cineteieeiieitiiie ettt Bevan Dufty
SUPEIVISOT ...ttt ene ettt Sean Elsbernd
SUPEIVISON ...ttt sr et Fiona Ma
SUPEIVISON ...ttt ettt Sophie Maxwell
SUPEIVISOT ..t ieeere et st Jake McGoldrick
SUPEIVISOT ....coveeeniieiieiiiiie s ste sttt Ross Mirkarimi
SUPEIVISOT ....eeveeniiriieeieesieeiteeeiesbe ettt Gerardo Sandoval
ASSESSOr-RECOIMET .....oeeeiiieee ettt Vacant
City AOIMEY ..t Dennis J. Herrera
DiStriCt AtOTNEY .ooueeeeeeeeii et e et Kamala D. Harris
PUDIC DEFENAET ..ottt Jeff Adachi
L] 112 111 i0UP T T TR RO OO PSP PRI Michael Hennessey
Superior Courts
Presiding JUAgE .......ocooimiimiiiiiiiei Robert L. Dondero
TEEASUIET «.eeeeeeeeeeeeeeeeeeeaeaeeeasseaeasssasaaae e e e s e e s st rnn e e s e s e s José Cisneros
APPOINTED OFFICIALS
City AMINISrator.......c.coiiiiieeieeiiee e Edwin M. Lee
(070181110 | 1<) SPUUUUUU PPN PPPPPPPPP "~ Edward Harrington

DEPARTMENT DIRECTORS/ADMINISTRATORS

AdMINIStrative SEeIrVICES .....cooeeieiieeeeeeeee e Darryl M. Burton
Animal Care and Control ..........ccccoviiiiieiiniei Carl Friedman
CoNSUMEr ASSUTMANCE .....cccveuemerrrriiieeeenrinnsnrrraeeeesessessnanes David Frieders
Convention Facilities Management ...........ccccooiiiiiiiininnn John Noguchi
CoUNtY CIETK .. Nancy Alfaro
Chief Medical EXamINET ..........cceiriiiiimiiimiriiiereene i Amy P. Hart, M.D.
Purchaser — Office of Contract Administration....................... Naomi Little
REAIESIALE ....eeeeeeiiieeeeeeieeeeee e Steve Legnitto

Academy Of SCIENCES ........ccceriemiiriiniee e J. Patrick Kociolek, Ph.D.

AdUult Probation ........eeeeeeieieeeiiiiiiiiiiie et Arturo Faro

Aging and Adult SErviCeS ..........cooeiriniiiiiii Darrick Lam

Airports COMMISSION .......ccooiiiiiiirineeieits e John L. Martin

ApPeals BOArd ...........ccccueiuimieieniniec e Robert H. Feldman

Xiv



CITY AND COUNTY OF SAN FRANCISCO

DEPARTMENT DIRECTORS/ADMINSTRATORS (Continued)

ArtS COMMISSION ..eveieieiieeeeeeeee e e e e e e Richard Newirth
Asian Arts COMMISSION ......cooovivieirieieeeeeeceee e Emily J. Sano
Building Inspection COMMISSION ........cooviiiiiiiiiniiiiieiee Amy Lee (Acting)
Board Of SUPEIVISOIS ......ceeiviieiiiiiiiiiiiiieeiineeeeirre e s s Gloria L. Young
Assessment Appeals Board ...........ccooviieiieiiiiiiiinnee Dawn Duran
County Transportation Authority...........cceeviiiniiiinnine José Luis Moscovich
Business and Economic Development ..., Jesse Blout
Child SUPPOIt SEIVICES.......ccoviiiiiiiiiiieeie et Karen M. Roye
Children, Youth and Their FamilieS ........ccccccvvviiiiimimiiniiiiinnnn, Margaret Brodkin
Civil Service COMMISSION........ccceceveceeeeeeeeieesreeseeseeneenennenneee. Kate Favetti
Elections COMMISSION........cccveeeieeiieiiiiiiee e John Arntz
Emergency CommuNiCations ..........cccceeeimnnienniecnnicnieniine Chistopher H. Cunnie
EthicS COMMISSION ..evvieeeiieeeiiiieeceeieiires e e e e e s e e e e e e John St. Croix
Environment COMMISSION .......cceeeeiiiiiiiiiieesee e e e e e e e Jared Blumenfeld
Fine Arts COMMISSION.......ccooiiieieeeeii e e e e e e e e Harry S. Parker lil
Fire COMMISSION ....ccoiieieiiiiiee e Joanne Hayes-White
Health COMMISSION.....cccciiiiiiiiieieeee e e e e Mitchell Katz, M.D.
HUM@N RESOUICES ........oiiiiiiieeeeeeeiiiiieee e e Philip A. Ginsburg
Human Rights COmMMISSION ........cccoouiiiiiiiiiiieceiee Virginia Harmon
Human Services COMMISSION ......cceeevieeeiiiiiiiiirieeereiee e e Trent Rohrer
Juvenile Probation CommIisSioN ..........ocooviiiiiiiiiiiiiiiieieee Bill Johnston
Law Library Board of Trustees...........coccueeeiiiniiiiniiiice Marcia Bell
Library COMMISSION .......ccocuiiiiiiiiiiiie i Luis Herrera
Municipal Transportation AGENCY ........ccccoueeeiiieeriiiinnniieceniee Michael Burns
Municipal RailWay..........cccceeriiiiiiiiiieeie e Fred Stephens
Department of Parking and Traffic ... Bond M. Yee (Acting)
Planning COMMISSION ......cc.cooiiiiiiiiiiicciieie e Dean Macris (Interim)
Police COMMISSION ......uuvuriiieeeiiieieee et Heather Fong
Port COMMISSION. .......uuueriiiiieeeeieiie e e e e e Monique Moyer
Public Utilities COMMISSION .......uuuumiiiiiriiiiiiiiiiiieeereereer e Susan Leal
PUDIC WOTKS....eeeeeteteeeeeeee et eeece e e s e e e e s e s s Edwin M. Lee
Recreation and Park CommIiSSIion .........cccccvvviiiniiiiiiiiniieneeeee Yomi Agunbiade
Rent Stabilization Board..........cccccceeeeiiiiiiiie Delene Wolf (Acting)
Retirement System Board.............cccooiiiiniieniiineiie e Clare M. Murphy
Status of Women CommISSION.........c..euuvrimiiiiiiimeriiinie e Emily Murase
SUPEHOr COUMt ..eeeeeeieiiie ettt Gordon Park-Li
Taxi COMMISSION ...oeviiiieieieeiiiicceee et e e Kelly Castagnaro (Acting)
Telecommunications and Information Services............cccccoeennee. Lewis Loeven
War Memorial Board of Trustees ..........ccccovmvimmiiiiiiniiiiiiene, Elizabeth Murray

DISCRETELY PRESENTED COMPONENT UNITS

Redevelopment AQENCY .......cocceeiiiiiiiiiiieiieeee e Marcia Rosen |
Treasure Island Development Authority .........cccccoeveeeiiiiiiiiiiinins Tony Hall



This page has been intentionally left blank,



Financial Section

Independent Auditor’s Report
Management’s Discussion and Analysis
Basic Financial Statements

Notes to the Financia Statements
Required Supplementary Information

Convention & Visitors Bureau




MACIAS GINI & COMPANY e

Mt. Diablo Plaza
2175 N. California Boulevard, Ste. 645
Walnut Creek, California 94596

$25.274.01%0 PHONE
925.274.3819 FAX

The Honorable Mayor Gavin Newsom
The Honorable Members of the Board of Supervisors
City and County of San Francisco

Independent Auditor’s Report

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of the City and County of San Francisco, California, (the City), as of and for
the year ended June 30, 2005, which collectively comprise the City’s basic financial statements as listed
in the table of contents. These financial statements are the responsibility of the City’s management. Our
responsibility is to express opinions on these financial statements based on our audit. We did not audit
the financial statements of the San Francisco International Airport, Water Department, Hetch Hetchy
Water and Power, San Francisco Municipal Railway, the Parking Garage Corporations, Clean Water
Program, Port of San Francisco, City of San Francisco Market Corporation, City and County of San
Francisco Finance Corporation, Employees’ Retirement System, Health Service System, and the San
Francisco Redevelopment Agency, which collectively represent the following percentages of assets, net
assets/fund balances and revenues as of and for the year ended June 30, 2005:

Net Assets/
Opinion Unit Assets Fund Balances Revenues
Governmental activities 0.6% 15.2% 0.0%
Business-type activities 97.2% 96.9% 71.5%
Discretely presented component units 99.8% 96.5% 93.8%
Municipal Transportation Agency enterprise fund 96.4% 100.0% 89.3%
Aggregate remaining fund information 88.7% 92.4% 39.4%

Those financial statements were audited by other auditors whose reports thereon have been furnished to
us, and our opinion, insofar as it relates to the amounts included for those entities, is based on the reports
of the other auditors. The prior year partial and summarized comparative information has been derived
from the City’s 2004 basic financial statements and, in our report dated November 30, 2004, we
expressed unqualified opinions, based on our audit and the reports of other auditors, on the respective
financial statements of the governmental activities, the business-type activities, the aggregate discretely
presented component units, each major fund, and the aggregate remaining fund information.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes consideration
of internal control over financial reporting as a basis for designing audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the City's
internal control over financial reporting. Accordingly, we express no such opinion. An audit also
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements, assessing the accounting principles used and significant estimates made by management, as
well as evaluating the overall financial statement presentation. We believe that our audit and the reports
of other auditors provide a reasonable basis for our opinions.
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In our opinion, based on our audit and the reports of other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the governmental
activities, the business-type activities, the aggregate discretely presented component units, each major
fund, and the aggregate remaining fund information of the City as of June 30, 2005, and the respective
changes in financial position and cash flows, where applicable, thereof and the respective budgetary
comparison for the General Fund for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

As discussed in Note 2(q) to the financial statements, the City adopted the provisions of Governmental
Accounting Standards Board (GASB) Statement No. 40, Deposit and Investment Risk Disclosures - an
amendment of GASB Statement No. 3.

The financial statements include partial or summarized prior year comparative information. Such prior year
information does not include all of the information required to constitute a presentation in conformity with
accounting principles generally accepted in the United States of America. Accordingly, such information
should be read in conjunction with the City’s financial statements for the year ended June 30, 2004, from
which such partial or summarized information was derived.

The management’s discussion and analysis and schedules of funding progress listed in the accompanying
table of contents are not a required part of the basic financial statements but are supplementary
information required by accounting principles generally accepted in the United States of America. We
and the other auditors have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required supplementary
information. However, we and the other auditors did not audit the information and express no opinion

on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the City’s basic financial statements. The introductory section, combining fund financial
statements and schedules and the statistical section are presented for purposes of additional analysis and
are not a required part of the basic financial statements. The combining fund financial statements and
schedules have been subjected to the auditing procedures applied by us and the other auditors in the audit
of the basic financial statements and, in our opinion, based on our audit and the reports of other auditors,
are fairly stated in all material respects in relation to the basic financial statements taken as a whole. The
introductory and statistical sections have not been subjected to the auditing procedures applied by us and
the other auditors in the audit of the basic financial statements and, accordingly, we and the other auditors
express no opinion on them.

m&ww) ﬂw A Ca'wdoa,% Lep
Certified Public Accountants

Walnut Creek, California
December 29, 2005



MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of the City and County of San Francisco’s (the City) Comprehensive Annual Financial
Report presents a narrative overview and analysis of the financial activities of the City for the fiscal
year ended June 30, 2005. We encourage readers to consider the information presented here in
conjunction with additional information in our transmittal letter. Certain amounts presented as 2003-
2004 summarized comparative financial information in the basic financial statements have been
reclassified to conform to the presentation in the 2004-2005 basic financial statements.

FINANCIAL HIGHLIGHTS

» The assets of the City exceeded its liabilities at the close of the fiscal year by approximately $5.77
billion (net assets). Of this amount, approximately $245.6 million (unrestricted net assets) may be
used to meet the government’s ongoing obligations to citizens and creditors.

* The government's total net assets increased during fiscal year 2004-2005 by approximately
$148.8 million, a significant improvement over the 2003-2004 net asset increase of about $8
million. This year's increase is due in part to improvements in property, business, and other local
tax revenues, increases in grants and contribution revenues while governmental activities
expenses increased less than one percent.

= Total revenues for governmental funds were approximately $3.06 billion for the current fiscal
year, an increase of approximately 6.8 percent over the prior fiscal year. Expenditures for
governmental funds totaled $2.79 billion, a 1.7 percent decrease over the same period. Overall,
governmental funds revenues exceeded expenditures by approximately $268.2 million in fiscal
year 2004-2005, a significant improvement over last year's $25.9 million.

= As of June 30, 2005, the City’s governmental funds reported combined ending fund balances of
$1.07 billion. Approximately 16.5 percent of this total amount, $176.1 million, is unreserved fund
balance available for spending at the government's discretion within the purposes specified for
the City's funds. This increase is about 83 percent more than 2004 unreserved fund balance of
$96.1 million. Improvements in property, business, and other local tax revenues as well as the
expenditure reductions in community health, culture and recreation, and public works services
were important factors in this year’s increase.

= Atthe end of the fiscal year, the general fund unreserved fund balance was $134.2 million, about
two times more than the 2003-2004 amount of $63.7 million and 6.9 percent of 2004-2005
general fund expenditures of $1.94 billion. Significant contributing factors were the increases in
property, business, local tax revenues, improvement in charges for services revenues and the
less than one percent increase in general fund expenditures over 2003-2004.

» The City’s total long-term debt, which includes all bonds, loans, and commercial paper, increased
$275 million, or approximately 3.9 percent, this fiscal year. This was primarily due to the City
issuing general obligation bonds of $230 million for the improvement of Laguna Honda Hospital,
$68.8 million for improvements to recreation and park facilities, and $8.1 million for improvements
to the Academy of Sciences. During the year, the Airport and the Port issued refunding bonds for
$311.6 million and $19.9 million, respectively, and the City issued $39.4 million to refund
certificates of participation for the City courthouse building.

» The City’s revenues from various local taxes including property, hotel, utility, parking and sales
taxes were greater than budgeted in fiscal year 2004-2005, consistent with improvements in most
sectors of the City’s economy. Citywide, charges for services revenue also increased and
included increases from water, power and sewer fees, MUNI passenger fares, net patient
revenues at San Francisco General Hospital (SFGH), the City’'s acute care hospital, and rent and
concession fees at the Port of San Francisco.



OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis are intended to serve as an introduction to the City’s basic financial
statements. The City’s basic financial statements comprise 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. These various elements of the Comprehensive Annual Financial Report are
related as shown in the graphic below.
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The following figure summarizes the major features of the financial statements. The overview
section below also describes the structure and contents of each of the statements in more detail.

Government- Fund Financial Statements
wide Statements Governmental Proprietary Fiduciary
Scope Entire entity (except | The day-to-day operating | The day-to-day Instances in which the
fiduciary funds) activities of the City for operating activities of City administers
basic governmental the City for business- resources on behalf of
services type enterprises others, such as
employee benefits
Accounting Accrual accounting Modified accrual Accrual accounting and | Accrual accounting and
basis and and economic accounting and current economic resources economic resources
measurement | resources focus financial resources focus | focus focus; except agency
focus funds do not have
measurement focus
Type of asset | All assets and Current assets and All assets and All assets held in a
and liability liabilities, both liabilities that come due | liabilities, both financial | trustee or agency
information financial and capital, | during the year or soon and capital, short-term | capacity for others
short-term and long- | thereafter and long-term
term
Type of All revenues and Revenues for which cash | All revenues and All additions and
inflow and expenses during is received during the expenses during year, | deductions during the
outflow year, regardless of year or soon thereafter; | regardless of when year, regardless of
information when cash is expenditures when cash is received or paid | when cash is received
received or paid goods or services have or paid
been received and the
related liability is due
and payable

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad overview of
the City’s finances, in a manner similar to a private-sector business.

The statement of net assets presents information on all of the City’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 or not the financial position of the City is improving or
deteriorating.

The statement of activities presents information showing how the City’s net assets changed during
the most recent fiscal year. All changes in net assets are reported as soon as the underlying event
giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and
expenses are reported in this statement for some items that will only result in cash flows in future
fiscal periods, such as revenues pertaining to uncollected taxes and expenses pertaining to earned
but unused vacation and sick leave.

Both of the government-wide financial statements distinguish functions of the City that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions
that are intended to recover all or a significant portion of their costs through user fees and charges
(business-type activities). The governmental activities of the City include public protection, public
works, transportation and commerce, human welfare and neighborhood development, community
health, culture and recreation, general administration and finance, and general City responsibilities.
The business-type activities of the City include an airport, port, public transportation systems
(including parking), water and power operations, an acute care hospital, a long-term care hospital,
sewer operations, and a produce market.



The government-wide financial statements include not only the City itself (known as the primary
government), but also a legally separate redevelopment agency, the San Francisco Redevelopment
Agency (RDA) and a legally separate development authority, the Treasure Island Development
Authority (TIDA), for which the City is financially accountable. Financial information for these
component units is reported separately from the financial information presented for the primary
government. Included within the governmental activities of the government-wide financial statements
are the San Francisco County Transportation Authority and San Francisco Finance Corporation.
Included within the business-type activities of the government-wide financial statements is the
operation of the San Francisco Parking Authority. Although legally separate from the City, these
component units are blended with the primary government because of their governance or financial
relationships to the City.

Fund Financial Statements

The fund financial statements are designed to report information about groupings of related accounts
that are used to maintain control over resources that have been segregated for specific activities or
objectives. The City, like other state and local governments, uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. All of the funds of the City can be
divided into the following three categories: governmental funds, proprietary funds, and fiduciary
funds.

Governmental funds. Governmental funds are used to account for essentially the same
functions reported as governmental activities in the government-wide financial statements -
i.e. most of the City’s basic services are reported in governmental funds. These statements,
however, focus on (1) how cash and other financial assets can readily be converted to
available resources and (2) the balances left at year-end that are available for spending.
Such information may be useful in determining what financial resources are available in the
near future to finance the City’s programs.

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 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 City maintains several individual governmental funds organized according to their type
(special revenue, debt service, capital projects and permanent 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 general fund,
which is considered to be a major fund. Data from the remaining governmental funds are
combined into a single, aggregated presentation. Individual fund data for each of the non-
major governmental funds is provided in the form of combining statements elsewhere in this
report.

The City adopts an annually appropriated budget for its general fund. A budgetary
comparison statement has been provided for the general fund to demonstrate compliance

with this budget.

Proprietary funds. Proprietary funds are generally used to account for services for which
the City charges customers - either outside customers, or internal units or departments of the
City. Proprietary funds provide the same type of information as shown in the government-
wide financial statements, only in more detail. The City maintains the following two types of
proprietary funds:



¢ Enterprise funds are used to report the same functions presented as business-type
activities in the government-wide financial statements. The City uses enterprise funds to
account for the operations of the San Francisco International Airport (Airport), Port of San
Francisco (Port), Water Department (Water), Hetch Hetchy Water and Power (Hetch
Hetchy), Municipal Transportation Agency, Laguna Honda Hospital, General Hospital
Medical Center, and Clean Water Program (Clean Water), all of which are considered to
be major funds of the City.

e Internal Service funds are used to report activities that provide supplies and services for
certain city programs and activities. The City uses internal service funds to account for
its fleet of vehicles, management information services, printing and mail services, and for
lease-purchases of equipment by the San Francisco Finance Corporation. Because
these services predominantly benefit governmental rather than business-type functions,
they have been included within governmental activities in the government-wide financial
statements. The internal service funds are combined into a single, aggregated
presentation in the proprietary fund financial statements. Individual fund data for the
internal service funds is provided in the form of combining statements elsewhere in this

report.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of
parties outside the City. The City employees’ pension and health plans, the external portion
of the Treasurer's Office investment pool, and the agency funds are reported under the
fiduciary funds. Since the resources of these funds are not available to support the City's
own programs, they are not reflected in the government-wide financial statements. The
accounting used for fiduciary funds is much like that used for proprietary funds.

Notes to the Basic Financial Statements

The notes to the basic financial statements provide additional information that is essential to a full
understanding of the data provided in the government-wide and fund financial statements.

Required Supplementary Information

In addition to the basic financial statements and accompanying notes, this report presents certain
required supplementary information concerning the City’s progress in funding its obligation to provide
pension benéefits to its employees.

Combining Statements and Schedules

The combining statements and schedules referred to earlier in connection with non-major
governmental funds, internal service funds, and fiduciary funds are presented immediately following
the required supplementary information on pensions.



GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net Assets
June 30, 2005 (in thousands)
Governmental Business-type
activities activities Total
2005 2004 2005 2004 2005 2004
Assets:
Current and other assets.................. $ 1942426 $ 1445923 § 1,757,114 $ 1823724 $ 3699540 $ 3269647
Capital assets 2,371,726 2,314,563 8,417,813 8,483,325 10,789,539 10,797,888
Total assets 4,314,152 3,760,486 10,174,927 10,307,049 14,489,079 14,067,535
Liabilities:
Long-term liabilities outstanding....... 2,017,4%4 1,820,415 5,319,853 5,426,655 7,337,347 7,247,070
Other liabilities..........ocoveeuriuerrrnrnenuns 795,576 633,330 587,595 567,417 1,383,171 1,200,747
Total liabilities............coevvrrenes 2,813,070 2,453,745 5,907,448 5,994,072 8,720,518 8,447,817
Net assets:
Invested in capital assets,
net of related debt.............cocvuees 1,159,696 1,096,834 3,391,450 3,416,154 4,551,146 4,512,988
Restricted 541,853 535,054 429,990 432,165 971,843 967,219
Unrestricted (deficit).........cocoevrennnnn. (200,467) (325,147) 446,039 464,658 245,572 139,511
Total net assets.........cccooeverieees $ 1,501,082 $ 1,306741 $ 4267479 $ 4312977 $ 5768561 $ 5619718

Analysis of Net Assets

As noted earlier, net assets may serve as a useful indicator of a government’s financial position. For
the City assets exceeded liabilities by $5.77 billion at the close of the fiscal year 2004-2005.

The largest portion of the City's net assets reflects its $4.6 billion (78.9 percent) investment in capital
assets (e.g. land, buildings, and equipment), less any related outstanding debt used to acquire those
assets. The City uses these capital assets to provide services to citizens; consequently, these assets
are not available for future spending. Although the City’s investment in its capital assets is reported
net of related debt, it should be noted that the resources needed to repay this debt must be provided
from other sources since the capital assets themselves cannot be liquidated for these liabilities.

Another portion of the City’s net assets, $971.8 million (16.8 percent) represents resources that are
subject to external restrictions on how they may be used. The remaining balance, unrestricted net
assets, $245.6 million (4.3 percent) may be used to meet the government's ongoing obligations to
citizens and creditors. Together, these two categories of net assets totaled 21.1 percent, a slight
increase from the prior year's total of 19.7 percent.

At the end of the fiscal year 2004-2005, the City had positive balances in all three categories of net
assets for the government as a whole, as well as for the business-type activities. For the
governmental activities, unrestricted net assets have a deficit of $200.5 million related in part to
$131.8 million in debt from general obligation bonds for the San Francisco Unified School District and
San Francisco Community College District, which are recorded with no corresponding assets.



Changes in Net Assets
June 30, 2005 (in thousands)

Governmental Business-type
activities activities Total
2005 2004 2005 2004 2005 2004
Revenues
Program revenues:
Charges for services..........c.c..cooccoen. $ 351,029 $ 327,998 $ 1683830 $ 1,614,784 $ 2,034,859 $ 1,942,782
Operating grants and contributions........ 834,607 823,784 180,807 169,767 1,015,414 993,551
Capital grants and contributions............ 55,435 39,209 93,724 94,818 149,159 134,027
General revenues:
Property taxes..........cccocoiiiiiiici 920,314 723,786 - - 920,314 723,786
Business taxes. - 292,763 264,832 - - 292,763 264,832
Other local taxes...........cccocoevriririeenns 538,085 509,455 - - 538,085 509,455
Interest and investment income............ 29,490 11,856 33,268 17,620 62,758 29,476
Other.......cooooiiiii i 47,153 170,163 237,102 237,692 284,255 407,855
Total revenues.............cccooeeriine 3,068,876 2,871,083 2,228,731 2,134,681 5,297,607 5,005,764
Expenses
Public protection...............cccocooen 738,688 718,488 - - 738,688 718,488
Public works, transportation
and COMMENCE...........cooveveeerieneanes 213,335 169,179 - - 213,335 169,179
Human welfare and
neighborhood development............. 619,753 651,102 - - 619,753 651,102
Community health............... 503,259 517,066 - - 503,259 517,066
Culture and recreation..... 256,336 232,187 - - 256,336 232,187
General administration and finance....... 152,850 177,544 - - 152,850 177,544
General City responsibilities.................. 59,024 73,530 - - 59,024 73,530
Unallocated Interest on long-term
debt....o 89,690 86,131 - - 89,690 86,131
Airport....... - - 628,445 618,301 628,445 618,301
Transportation.. - - 711,733 660,650 711,733 660,650
Port........... - - 54,897 61,185 54,897 61,185
Water. - - 197,848 206,211 197,848 206,211
Power.... - - 116,683 121,629 116,683 121,629
Hospitals... - - 598,160 562,188 598,160 562,188
Sewer.... - - 160,650 150,586 160,650 150,586
Market..........coooooiiiiiii - - 1,055 949 1,055 949
Total EXPENSES...........c.ovvevverere. 2,632,935 2,625,227 2,469,471 2,381,699 5,102,406 5,006,926
Increase/(decrease) in net assets
before special items and transfers. 435,941 245,856 (240,740) (247,018) 195,201 (1,162)
Special items............ccccoevvereannn. - - (46,358) 9,245 (46,358) 9,245
Transfers.............. (241,600) (251,937) 241,600 251,937 - -
Change in net assets.... 194,341 (6,081) (45,498) 14,164 148,843 8,083
Net assets at beginning of year.................. 1,306,741 1,312,822 4,312,977 4,298,813 5,619,718 5,611,635
Net assets atend of year........................... $ 1,501,082 $ 1,306,741 $ 4267479 $ 4,312,977 $ 5768561 $ 5619718

Analysis of Changes in Net Assets

The City’s net assets overall increased by $148.8 million during fiscal year 2004-2005, compared
to an $8.1 million increase last fiscal year. The governmental activities component of this change
was a $194.3 million increase, a significant improvement from the prior year's decrease of $6.1
million. The City’s business-type activities’ decrease of $45.5 million was largely due to the
Airport's one time write off of approximately $50 million capitalized costs associated with a
runway development project due to asset impairment. A discussion of these changes is
presented in the government and business-type activities below.



Expenses and Program Revenues - Governmental Activities
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Governmental activities. Governmental activities increased the City’s total net assets by $194.3
million during fiscal year 2004-2005, compared to decreasing the City's total net assets by $8.1
million during fiscal year 2003-2004. Key factors contributing to this year’s change are as follows:

e Overall, governmental activities’ revenues increased by approximately $197.8 million while
expenses increased by less than one percent or $7.7 million, and net transfers decreased by
$10.3 million. The governmental activities achieved a total improvement of $194.3 million in
net assets in fiscal year 2004-2005 over fiscal year 2003-2004.

e Property tax revenue increased by $196.5 million or 27.2 percent during this fiscal year.
Approximately two-thirds of this improvement was due to the State shifting property tax
revenue to local governments as part of a package, which also reduced local revenues from
motor vehicle and sales taxes by a similar amount. The remainder of the increase in property
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tax revenues was attributable to growth in assessed valuation and a slight improvement in
assessment appeals activity.

e Revenues from business taxes increased in fiscal 2004-2005 by $27.9 million, or 10.6
percent, due to a growth in wages with moderate employment growth. In addition, revenues
from other local taxes, which includes hotel, parking and utility users tax, had a total growth of
$28.6 million, or 5.6 percent. This is consistent with stronger hotel occupancy rates and
average daily room rates in the City, increases in parking rates and continued improvements
in the City’'s economy. Fees and service charges also increased this year, improving
approximately 7 percent to $23 million.

e Interest and investment income improved by about $17.6 million, or 148.7 percent, during the
year primarily due to higher interest rates and average daily cash balances during the fiscal
year. The earned yield on City pooled investments increased from 1.86 percent to 2.31
percent. In general, these returns reflect the City’s concentration of investments in Treasury
Bills and Notes and other short-term investments combined with the slightly higher interest
rates from the Federal Reserve. At the fiscal year end, deposits and investments for
governmental activities with the City Treasury were approximately $1,238.3 million, a 69.7
percent increase over the previous year.

e Capital grants and contributions increased by $16.2 million, or approximately 41.4 percent,
largely due to increases in federal grants for human welfare and neighborhood development,
community health, and public protection, which included homeland security funds.

Net transfers to business-type activities were $241.6 million in fiscal year 2004-2005, a $10.3 million
decrease from fiscal year 2003-2004. This was due in part to a $25 million decrease to the MTA for
transportation projects from non-major governmental funds, and an increase in net general fund
support to the Laguna Honda Hospital of about $14.9 million.

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 (23.5 percent), and
community health (19 percent). General revenues such as property, business, and sales taxes are
not shown by program, but are essentially used to support program activities citywide. For
governmental activities overall, without regard to program, property taxes were the largest single
source of funds (30.0 percent) in fiscal year 2004-2005, up from 25.2 percent in fiscal year 2003-
2004, due in part to the State-wide property tax revenue allocation shift noted above. The ratios for
other revenue categories were essentially the same for 2005 as they were for 2003-2004: operating
grants and contributions (27.3 percent), other local taxes (17.5 percent), and charges for services
(11.4 percent).
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Expenses and Program Revenues - Business-type Activities
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Business-type activities. Business-type activities decreased the City’s net assets by $45.5 million.
This decrease was more than offset by the governmental-type activities increase of $194.3 million,
bringing the government-wide increase to $148.8 million. Key factors of this contribution to this
change are:

e The Municipal Transportation Agency (MTA) had net assets of $1.75 billion at June 30, 2005. Of
this, 98.4 percent, or $1.72 billion, belong to the MUNI, the City’s transportation department. The
remainder represents the combined net assets of the Department of Parking and Traffic and the
Parking Authority. Between the end of fiscal year 2003-2004 and 2004-2005, MUNI's net assets
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increased by approximately $20 million, primarily due to continued work on the Third Street Light
Rail Line, a major expansion project for the MUNI funded by federal, state and local capital
contributions. At the MTA level, this increase was essentially offset by a like amount for the one-
time recognition of depreciation expenses for the Parking Garages. MUNI's total operation
revenues of $127.4 million were essentially the same for fiscal year 2004-2005 and non-operating
revenues increased slightly to $229.7 million from $221.1 million, primarily due to increases in
federal and state operating grants. The City's General Fund subsidy to the MTA for 2004-2005
was $101.7 million to MUNI and $36.1 million for DPT, slightly more than the fiscal 2003-2004
amounts of $99.3 million and $34.4 million, respectively.

e Hetch Hetchy, which operates the City’s water storage and power generating facilities in the
Sierra Nevada Mountains, increased total net assets by $22.5 million. This was largely due to a
$9.7 million increase in construction projects and a $12.7 million decrease in total liabilities.
Hetchy's total revenues were $137.5 million this fiscal year, a $2.0 million increase over fiscal
year 2003-2004. This included $10.4 million increase in settlement proceeds offset partially by a
$5.8 million decrease in State grants and a $2.6 million decrease in revenue from enterprise
customers due to a rate decrease. Operating expenses decreased to $116.7 million in fiscal year
2004-2005, a drop of $4.9 million from 2003-2004, due in part to a decrease in transmission

costs.

e The Water Department's had $8.4 million of operating income this year, compared to a $19.1
million loss in fiscal year 2003-2004. This $27.5 million improvement is primarily due to a $17.2
million increase in water sales revenue in 2004-2005 and a decrease of about $10 million in the
write-off of capitalized costs. At the same time, the department’s positive operating income was
offset by non-operating expenses of $14.8 million, largely net interest expense, resulting in a $6.4
million decrease to net assets this year. The Water Department’s net capital asset increase of
approximately $60.0 million was funded primarily through proceeds from $55 million of
commercial paper and other resources.

e San Francisco International Airport’s net assets decreased in 2004-2005 by $99 million to $357.6
million, a 21.7 percent decline since the end of prior fiscal year. Slightly more than half of this, or
$50 million, was due to the recognition of an asset impairment expense associated with a runway
development project. The Airport's operating expenses also increased by $18.4 million, due to
the increase in repairs and maintenance of the Airport’s infrastructure and contracting expenses.
Total aviation operating revenues decreased as well, by approximately $22.2 million, due to a
drop in aviation revenues attributable to a decrease in costs recovered from airline landing fees
and terminal rentals. At the same time, income from rent, concessions, parking, and
transportation revenues increased by $10.1 million, primarily due to an increase in percentage
rent and the elimination of the grace period in the parking garage. The transfer from the Airport to
the City’s General Fund was $19.7 million, an 8 percent increase from 2003-2004.

As shown in the charts on the previous page, the two largest of San Francisco’s business-type
activities - the San Francisco International Airport and the Municipal Transportation Agency each had
total expenses over $600 million in fiscal year 2004-2005. The City’'s long-term and acute care
hospitals together recorded expenses of over $598 million. Together, these four enterprises make up
almost 78.5 percent of the total expenses of the business-type activities. As in prior years, charges
for services provide the largest share of revenues, 75.6 percent, for business-type activities.
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FINANCIAL ANALYSIS OF THE CITY’S FUNDS

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

Governmental Funds

The focus of the City’s governmental funds statements is to provide information on near-term inflows,
outflows, and balances of resources that are available for spending. Such information is useful in
assessing the City’s financing requirements. In particular, unreserved fund balance may serve as a
useful measure of a government’s net resources available for spending at the end of the fiscal year.
Types of Governmental funds reported by the City include the General Fund, Special Revenue
Funds, Debt Service Funds, Capital Project Funds, and the Permanent Fund.

As of the end of the current fiscal year, the City’s governmental funds reported combined ending fund
balances of approximately $1,068.3 million, an increase of $350.7 million over the end of the prior
year. The increase is due to a general increase in major revenues as reflected in the City’s improving
economy and a reduction in expenditures in fiscal year 2004-2005.

Approximately $176.1 million of the total ending fund balance in the governmental funds constitutes
unreserved fund balance. This is available for spending at the City’s discretion within the purposes
specified for the City’s funds. The remainder is reserved, an indication that it is not available for new
spending because it has already been committed. These commitments include: (1) to support a
general fund “rainy day” reserve ($48.1 million), (2) to liquidate existing contracts and purchase
orders ($155.7 million), (3) to fund continued programs or projects in future fiscal periods ($616.1
million), (3) to pay debt service ($45.5 million), and (4) for a limited number of other purposes ($26.7
million).

The general fund is the chief operating fund of the City and had an unreserved fund balance of
$134.2 million at the end of fiscal year 2004-2005, a $70.5 million increase over the 2003-2004
unreserved fund balance of $63.7 million. The general fund’s total fund balance was $307.7 at fiscal
year end, a 46.2 percent improvement over the 2003-2004 comparable balance of $210.4 million.
This rise was mainly due to a general increase in major revenues including property, business, other
local taxes and charges for services, along with only a slight increase in expenditures. Overall, the
general fund’s performance resulted in revenues in excess of expenditures for the fiscal year ended
June 30, 2005 of $272.1 million, before transfers and other items are considered.

As a measure of the general fund’s liquidity, it may be useful to compare both unreserved fund
balance and total fund balance to total fund expenditures. For 2004-2005, the unreserved fund
balance of $134.2 million represents 6.9 percent of total general fund expenditures of $1.94 billion,
and the total fund balance represents approximately 15.8 percent of that amount. For 2003-2004, the
general fund’s unreserved fund balance of $63.7 million was 3.3 percent of the total expenditures of
$1.93 billion, and the total fund balance represented approximately 10.9 percent of expenditures.

Proprietary funds

The City’s proprietary fund statements provide the same type of information found in the business-
activities section of the government-wide financial statements, but in more detail.

At the end of fiscal year 2004-2005, the unrestricted net assets for the San Francisco International
Airport were $288.9 million, the Water Department $106 million, the Hetch Hetchy Water and Power
$103.4 million, the Clean Water Program $44.1 million, the Port of San Francisco $39.3 million, and
the San Francisco Market Corporation $2.2 million. Three proprietary funds had a deficit in
unrestricted net assets: the Municipal Transportation Agency had a deficit of $123.4 million, General
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Hospital Medical Center $2.5 million, and Laguna Honda Hospital $12 million. The internal service
funds that are used to account for certain governmental activities also had a deficit in unrestricted net
assets of $5 million.

The total decline in net assets for the enterprise funds was $45.5 million. Factors concerning the
finances of these funds have been addressed previously in the discussion of the City’s business-type
activities. As in the previous years, the Airport's decrease in net assets is partly related to its major
capital assets being depreciated faster than the repayment of its bonded debt.

The following table shows actual revenues, expenses and results of operations (excluding capital
contributions and expenses) for the current fiscal year in the City’s proprietary funds (in thousands):

Non- Capital
Operating Operating  Contributions Change
Operating Operating Income Revenues  Special items, Interfund In Net
Revenues Expenses (Loss) (Expense) and Others Transfers Assets
AITPOTt....ocevenircreeeete e $ 477314 $ 418993 § 58321 § (127,121) $  (15,150) $ (15,066) (99,016)
Water........cccoee.. 184,835 176,453 8,382 (14,789) - - (6,407)
Hetch Hetchy. 132,303 116,683 15,620 5,220 - 1,628 22,468
Municipal Transportation Agency...... 187,913 707,049 (519,136) 248,702 45,330 220,378 (4,726)
General Hospital 377,069 441,999 (64,930) 79,446 - (4,746) 9,770
Clean Water............ 148,888 139,290 9,598 (17,829) - 246 (7,985)
POr.....ieceeiee 57,519 53,753 3,766 510 17,186 - 21,462
Laguna Honda Hospital.... 116,527 154,838 (38,311) 17,654 - 39,160 18,503
Market Corporation 1,462 1,055 407 26 - - 433
Total.. e $ 1,683830 $ 2,210,113 $ (526,283) $ 191819 § 47,366 $ 241,600 $ (45,498)

Fiduciary Funds

The City maintains fiduciary funds for the assets of the San Francisco Employees’ Retirement System
and Health Service System, and manages the investment of monies held in trust to benefit public
services or employees. As of the end of fiscal year 2004-2005, the net assets of the Retirement
System and Health Service System totaled $13.2 billion, representing an increase of $1.23 billion in
total net assets since June 30, 2004. This 10.3 percent increase is primarily due to a second year of
improved performance of the Retirement Trust's investments. The Investment Trust Fund’s net assets
totaled $320.5 million, an increase in net assets of $115.4 million or 56.2 percent since June 30, 2004
due to the increase in addition over withdrawals and distributions to external participants of the fund.

General Fund Budgetary Highlights

The City’s final budget differs from the original budget in that it contains carry-forward appropriations
for various programs and projects, and supplemental appropriations approved during the fiscal year.
In fiscal year 2004-2005, the one significant supplemental appropriation was for $6 million to the
Human Services Agency for In-Home Supportive Services (IHSS), Medi-cal, and California Work
Opportunity and Responsibility to Children (CalWORKS) programs. These programs are supported
by federal grants that flow through the general fund.

During the year, actual revenues and other resources were $68.5 million more that budgeted. While
the City realized $121.2 million more revenue than budgeted for property taxes, other local taxes,
franchises, interest and investment income, this was offset by shortfalls in other areas. These
shortfalls included $18.9 million less in federal subvention revenues, $11.1 million less in business
taxes, fines and forfeitures, concession and charges for service revenues, and $17.9 million less in
transfers from the San Francisco General Hospital Fund for the City’s participation in the State’s cost-
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sharing program among county hospitals. The City also received approximately $11.6 million less
than budgeted for motor vehicle license fees because the State reduced the allocation of this revenue
to local government. In return, this decrease was offset by a similar increase in the property tax

allocation.

Differences between the final budget and the actual (budgetary basis) resulted in a $68.7 million
decrease in total charges to appropriations. This is primarily due to the following factors:

¢ Adecrease in expenditures by the Human Services Agency of approximately $21.2 million related
to reduced costs under programs such as IHSS, County Adult Assistance Programs (CAAP),
Personal Assisted Employment Services (PAES), CalWORKS Aid and Operations, and various
aid programs. These expense reductions are partly offset by decreases in the federal and state
funds that the City is able to claim under these programs.

e A decrease in expenditures of approximately $2.3 million in Fire Department, due to personnel,
worker's compensation and work order savings.

e A decrease in expenditures of approximately $5.6 million in Recreation and Park Department is
mainly due to planned reductions by rotating closures of recreation centers one day a week and
savings due to position vacancies.

e The General Fund was able to reduce its transfers to other funds by $11.4 million from budget,
primarily through improved revenue performance at San Francisco General Hospital.

e Budgetary reserves and designations of $12.8 million for various programs and payments that
had been anticipated and included in the budget were not used due to management restrictions
on spending and were able to be liquidated at the close of the fiscal year.

The net effect of the under-utilization of appropriations and the receipt of some actual revenues
greater than estimates resulted in a positive budgetary fund balance variance of $ 137.2 million at the
end of the fiscal year.

In creating its budget for the fiscal year ending June 30, 2006, the City used an estimated budgetary
fund balance of $118 million (see Note 4 to the Basic Financial Statements).
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Capital Assets and Debt Administration

Capital Assets

The City's capital assets for its governmental and business type activities as of June 30, 2005,
decreased by $8.4 million to $10.8 billion (net of accumulated depreciation). Capital assets include
land, buildings and improvements, machinery and equipment, park facilities, roads, streets, and
bridges. The increase of $57.2 million, or 2.5 percent, in capital assets for governmental activities
was offset by a $65.5 million decrease for business-type activities for 2004-2005. Details are shown
in the table below.

Capital Assets , Net of Accumulated Depreciation
(in thousands)

Business-type

Governmental Activities Activities Total
2005 2004 2005 2004 2005 2004

Land.....cocoeeeencecee $ 143640 $ 143640 $ 193,781 $§ 193,781 § 337,421 $ 337,421
Facilities and Improvement.. 1,704,266 1,695,198 6,081,285 6,149,996 7,785,551 7,845,194
Machinery and equipment.... 46,021 52,674 847,935 912,707 893,956 965,381
Infrastructure..........c.ccceeeueene 185,223 176,838 485,043 494,671 670,266 671,509
Property held under lease..... 536 536 2,667 2,248 3,203 2,784
Easements..........ccccccomvenennn. - - 85,534 89,153 - 85,534 89,153
Construction in progress....... 292,040 245,677 721,568 640,769 1,013,608 886,446

Total.oceeeeeerccciiinns $ 2,371,726 $ 2,314,563 $ 8,417,813 §$ 8,483,325 §$ 10,789,539 $ 10,797,888

Major capital asset events during the current fiscal year included the following:

The Municipal Transportation Agency’s (MTA) net capital assets increased by $2.9 million this
fiscal year. This was primarily due to ongoing construction work on the Third Street Light Rail
project, a major expansion of the MUNI Metro system in the City’s southeast neighborhoods.

The Water Department’s net capital assets increased by $60 million. This included improvements
at the Lombard Reservoir Seismic Upgrade, Sunset Pipeline, East Bay Fluoride, Third Street
Light Rail and Alemany Water Main totaling approximately $35 million, and an increase in
structure, buildings, and equipment totaling approximately $24 million.

Hetch Hetchy Water and Power increased net capital assets by $6.7 million. This included the
capital additions for O’Shaughnessy Dam discharge modifications, Early Intake Fire Emergency
improvement, Holm Powerhouse Generator rehabilitation, and Priest Reservoir By-Pass
improvements, totaling $15.8 million.

The Airport reported a decrease in net capital assets of $140.9 million or 3.6 percent for fiscal
year 2004-2005 due largely to the net effect of depreciation against completed projects of the
Near Term Master Plan for SFO in recent years. This plan includes the new International
Terminal (completed in 2001), the Bay Area Rapid Transit (BART) Station at SFO and Air Train
people mover (completed in 2003) and new parking facilities, roadways, runway improvements,
and other Airport facilities. In addition, as noted above, approximately $50 million capitalized
costs of a runway development project were expensed due to asset impairment.

Under governmental activities, net capital assets increased by $57.2 million. This included
construction in progress of Harding Park Club House, the North Beach Recreation Center and
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pool, Page Street Community Garden, Excelsior Branch Library renovation, and various street
improvement and traffic signal upgrades.

At the end of the year, the City's business type activities had approximately $196 million in
commitments for various capital projects. Of this, MTA had approximately $50 million, Water
Department had $73 million, Hetch Hetchy had $16 million, Clean Water had $40 million, and the
Airport had $17 million. In addition, there was approximately $41 million reserved for encumbrances
in capital project funds for the general government.

For government-wide financial statement presentation, all depreciable capital assets were
depreciated from acquisition date to the end of the current fiscal year. Fund financial statements
record capital asset purchases as expenditures.

For governmental activities, no net infrastructure assets were recorded in fiscal year 2000-2001 - the
first year of presentation in the GASB 34 format, because the historical costs did not meet the
threshold established by GASB. Beginning in fiscal year 2001-2002, newly completed projects are
capitalized and ongoing infrastructure projects are accounted for in construction in progress.

Additional information about the City’s capital assets can be found in note 7 to the Basic Financial
Statements.

Debt Administration

At the end of the current fiscal year, the City had total long-term debt outstanding of $7.3 billion.
Of this amount, $1.1 billion is general obligation bonds backed by the full faith and credit of the
City and $6.2 billion is revenue bonds, loans, certificates of participation, capital leases, and other
debts of the City secured solely by specified revenue sources.

As noted previously, the City’s total long-term debt including all bonds, loans, commercial papers and
capital leases increased by $275 million during fiscal year 2004-2005, primarily due to issuance of
bonded debt in the governmental activities.

The City also took advantage of favorable interest rates to reduce debt payments by issuing $371
million in refunding bonds. Of this amount, the Airport issued $311.6 million and the Port Commission
$19.9 million in refunding revenue bonds; the City issued the remaining $39.4 million to refund
certificates of participation. The City also issued $68.8 million and $8.1 million in general obligation
bonds for improvements to the City’s recreation and park facilities and the Academy of Sciences
respectively. In addition, the City issued $230 million in general obligation bonds for the
improvement of Laguna Honda Hospital.

The City’s Charter imposes a limit on the amount of general obligation bonds the City can have
outstanding at any given time. That limit is three percent of the taxable assessed value of property in
the City - approximately $106.5 billion in value (net of unreimbursable exemptions) as of the close of
the fiscal year. As of June 30, 2005, the City had $1.1 billion in authorized, outstanding property tax—
supported general obligation bonds, which is equal to approximately 0.98 percent of gross (1.02
percent of net) taxable assessed value of property. As of June 30, 2005, there were an additional
$565.2 million in bonds that were authorized but un-issued. If all of these bonds were issued and
outstanding in full, the total debt burden would be approximately 1.49 percent of gross (1.55 percent
of net) taxable assessed value of property.

The City’s underlying ratings on general obligation bonds as of June 30, 2005 were:

Moody'’s Investors Service, Inc. Aa3
Standard and Poor’s AA
Fitch Ratings AA-
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During the fiscal year, Moody's Investors Service and Standard and Poor’s affirmed their ratings and
revised the outlook to stable from negative reflecting the City’s continued economic recovery and
efforts to improve finances. In addition, Fitch Ratings affirmed its ratings and outlook on the City’s

outstanding bonds.

The City’s enterprise activities maintained their underlying debt ratings this fiscal year. The Airport’s
underlying debt ratings were upheld by Moody’s Investors Service, Standard & Poor’s, and Fitch
Ratings at A1, A, and A, respectively, with a stable rating outlook. At fiscal year end 2004-2005, the
San Francisco Water Department carried underlying ratings of A1 and A+ from Moody's Investor
Service and Standard and Poor’s respectively.

Since the close of the 2004-2005 fiscal year, the City has issued additional debt of $150.1 million in
general obligation bonds for improvements to the California Academy of Sciences, the Steinhart
Aquarium, the Branch Library facilities and the Zoo facilities. In addition, general obligation bonds for
$69 million were issued for the improvement of Laguna Honda Hospital.

Additional information in the City's long-term debt can be found in Note 8 to the Basic Financial
Statements.

Economic factors and next year’s budget and rates

e San Francisco faced a projected General Fund shortfall of $102.2 million at the beginning of its
fiscal 2005-2006 annual budget process. The shortfall was significantly lower than previous years
as the economy had begun to recover, resulting in increasing revenues, and expenditure growth
had been further controlled. Most San Francisco public employees’ unions agreed in labor
contracts to continue to contribute up to 7.5 percent of salary to fund the employee-share cost of
pension benefits, helping to constrain expenditure growth. Further, the improving revenues and
savings strategies implemented by the City resulted in additional available fund balance at the
end of fiscal year. The City was able to appropriate $120.5 million in estimated available fund
balance and reserves in the General Fund budget for fiscal year 2005-2006. The general
improvement in revenues as well as the use of one-time sources, including the use of fund
balance, prior year reserves and the State’s early repayment of the vehicle license fee gap loan,
meant that the City was able to avoid making even further reductions in public safety, health and
human services, and many other critical programs in the 2005-2006 budget year.

e As noted in our transmittal letter, San Francisco’s unemployment rate has gradually improved
over the last two years, dropping to 5.2 percent in June 2005 from 6.1 percent in June 2004 after
a peak of 7.7 percent in June 2003. While the unemployment rate has decreased, this is
generally attributed to two factors: 1) that unemployed workers have moved to less expensive
areas to live, or 2) that they are no longer included in the California Economic Development
Department’s count because they are not actively seeking new employment. Employers have
been slow to expand their employee ranks given the lagging recovery in our region; however, the
reduced unemployment rate is one sign that some improvements are emerging. Additionally, the
San Francisco metro area experienced year-over-year jobs growth of 0.8 percent (7,300 jobs)
from June 2004 through June 2005. On a related note, as of the third quarter of 2005, San
Francisco saw 9 consecutive quarters of net positive absorption (i.e. declining office vacancy
rates) in our commercial office sector. This reflects significant improvement from the second
quarter of 2003 peak in office vacancy rates.

e During the fiscal 2005-2006 budget cycle, the City’s budget continued to reflect the State’s
negotiated, two-year agreement with local governments to close the State’s budgetary shortfall, in
part, by shifting an additional $25.2 million in property taxes (ERAF IlI) to fund the State’s public
education obligation. On-going shifts related to the State’s permanent roliback of vehicle license
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fees and the State’s issuance of Economic Recovery Bonds backed by local sales taxes were
budgeted along with an offsetting backfill in property taxes. City management continues to
closely monitor all State funding.

A gradual economic recovery is continuing as noted in improving local tax revenue growth,
including property, real property transfer, business, hotel room, sales, and parking taxes. After a
three-plus year downturn, these signs are encouraging news. Jobs growth is positive, though still
weaker than we would like to see at this point in the recovery, as employers have been cautious

in their hiring.

While the above factors were considered in preparing the City’s budget for fiscal year 2005-2006,
voters rejected the proposed % percent increase to sales tax (Proposition J) and the temporary
(four-year) 0.1 percent gross receipts tax (Proposition K) in November 2004. Immediately
following the election, the Mayor’s Office implemented an 18-month savings plan to cover the
resulting 18-month shortfall. This savings plan, in part, helped to further improve the fund
balance, which ended fiscal year 2004-2005 with an $19 million surplus over and above the $118
million assumed in the City's adopted fiscal year 2005-2006 budget.
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REQUESTS FOR INFORMATION

This financial report is designed to provide our citizens, taxpayers, customers, and investors and
creditors with a general overview of the City’s finances and to demonstrate the City’'s accountability
for the money it receives. Below are the contacts for questions about this report or requests for
additional financial information.

City and County of San Francisco

Office of the Controller

1 Dr. Carlton B. Goodlett Place, Room 316
San Francisco, CA 94102-4694

Individual Department Financial Statements

San Francisco International Airport Port of San Francisco
Office of the Airport Deputy Director Fiscal Officer

Business and Finance Division Pier 1

PO Box 8097 San Francisco, CA 94111
San Francisco, CA 94128

San Francisco Water Department Laguna Honda Hospital
Hetch Hetchy Water and Power Chief Financial Officer
San Francisco Clean Water Program 375 Laguna Honda Blvd.
Director of Accounting Financial Services San Francisco, CA 94116

1155 Market Street, 5th Floor
San Francisco, CA 94103

Municipal Transportation Agency Health Service System

MTA Finance and Administration Department of Human Resources
875 Stevenson Street, Room 260 44 Gough Street

San Francisco, CA 94103 San Francisco, CA 94103

San Francisco General Hospital Medical Center San Francisco Employees’

Chief Financial Officer Retirement System

1001 Potrero Avenue, Suite 2A7 Executive Director

San Francisco, CA 94110 30 Van Ness Avenue, Suite 3000

San Francisco, CA 94102
Component Unit Financial Statement
San Francisco Redevelopment Agency
Finance Department

770 Golden Gate Avenue, Third Floor
San Francisco, CA 94102

Blended Component Units Financial Statements

San Francisco County Transportation Authority San Francisco Finance Corporation
Deputy Director for Administration and Finance Mayor’s Office of Public Finance
100 Van Ness Avenue, 25" Floor City Hall, Room 336

San Francisco, CA 94102 1 Dr. Carlton B. Goodlett Place

San Francisco, CA 94102
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CITY AND COUNTY OF SAN FRANCISCO
Statement of Net Assets
June 30, 2005
(In Thousands)

Primary Government Component Units
Treasure
Business- San Francisco Island
Governmental Type Redevelopment Development
Activities Activities Total Agency Authority
ASSETS
Current assets:
Deposits and investments with City Treasury..................... $1,238350 $ 651,311 §$ 1,889661 $ - $ 1,516
Deposits and investments outside City Treasury............... 62,157 8,017 70,174 157,675 -
Receivables (net of allowance for uncollectible amounts
of $51,982 for the primary government):
Property taxes and penalties..............occooeniniiniinenns 33,031 - 33,031 - -
Other local taxes........c..coceeeriiniiniinennnnns . 161,532 - 161,532 - -
Federal and state grants and subventions.. 150,971 52,907 203,878 - -
Charges for services . 14,248 148,463 162,711 - -
Interest and other...... 8,589 42,255 50,844 5,615 9
Loans receivable...........ccoceeceeeiiiiiiiiiiii e - 130 130 163 -
Capital lease receivable from primary government............ - - - 14,476
Due from component unit ..............cceeieiieiiiinnnns 537 - 537 - -
INVENEOTIES. ....c.eveeeeeie ettt - 52,874 52,874 - -
Deferred charges and other assets...........cc.ccoveiriiennn, 9,333 3,644 12,977 - -
Restricted assets:
Deposits and investments with City Treasury................... - 45,285 45,285 - -
Deposits and investments outside City Treasury............. - 51,750 51,750 60,704 186
Grants and other receivables...............ccoriiiiiieninnnn. - 1,115 1,115 985 -
Total current assets.........cccceeeveeercrieeneiieceiiineee 1,678,748 1,057,751 2,736,499 239,618 1,711
Noncurrent assets:
Loans (net of allowance for uncollectible amounts
of $165,273 and $144,983 for the primary government
and component units, respectively)
1ECRIVADIE.......eeiieieeee e 242,902 587 243,489 9,047 -
Advance to component unit..............coccoeniiiini 2,838 - 2,838 - -
Capital lease receivable from primary government............ - - - 183,751 -
Deferred charges and other assets............cccccoeiieinneenns 17,938 65,054 82,992 9,120 -
Restricted assets:
Deposits and investments with City Treasury................... - 383,439 383,439 - -
Deposits and investments outside City Treasury.. . - 216,687 216,687 30,199 -
Grants and other receivables............ccccccoevieriiiniinnnnen. - 33,596 33,596 - -
Property held forresale ... - - - 13,634 -
Capital assets:
Land and other assets not being depreciated.................. 435,680 915,349 1,351,029 127,260 -
Facilities, infrastructure, and equipment, net of
depreciation...........cccoeeecereiiinnin s 1,936,046 7,502,464 9,438,510 139,627 -
Total capital assets...... e 2,371,726 8,417,813 10,789,539 266,887 -
Total noncurrent assets...........cceeeeeeeiiciniieiiienneennnns 2,635,404 9,117,176 11,752,580 512,638 -
Total @SSELS.....cueeveeeeeieiieieite e $4,314,152 $10,174,927 $14,489,079 § 752,256 $ 1,711
(Continued)

The notes to the financial statements are an integral part of this statement.
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LIABILITIES
Current liabilities:
Accounts payable

CITY AND COUNTY OF SAN FRANCISCO
Statement of Net Assets (Continued)
June 30, 2005
(In Thousands)

Primary Government

Component Units

Treasure
Business- San Francisco Island
Governmental Type Redevelopment Development
Activities Activities Total Agency Authority

$ 143,096 $ 123,029 $ 266,125

$ 7,598 $ 3,727

Accrued payroll..........ccccceeeeeneeeeennne . 49,926 40,412 90,338 352 -
Accrued vacation and sick leave pay..........ccoccoeveeviiininnen. 63,098 41,624 104,722 1,092 -
Accrued workers' compensation.............ccccoeceeeiiiiiiinen. 44,624 38,005 82,629 - -
Estimated claims payable.........ccccocuevuerviniiciiiniiincnnens 37,487 22,503 59,990 - -
Bonds, loans, capital leases, and other payables.............. 249,815 185,612 435,427 28,581 -
Capital lease payable to component unit........... 14,476 - 14,476 - -
Accrued interest payable..............cc.ceeee. ) 7,599 11,631 19,230 17,448 -
Unearned grant and subvention revenues.. 3,571 - 3,571 - -
Due to primary government............ccccoeveeeieenneenieniecniiennns - - - 537 -
Internal balances...........oevveeeeererciiiiii e 36,498 (36,498) - - -
Deferred credits and other liabilities................ccccooveeenennnn. 145,386 84,043 229,429 887 -
Liabilities payable from restricted assets:
Bonds, loans, capital leases, and other payables............ - 16,578 16,578 - -
Accrued interest payable........................ . - 32,240 32,240 - -
Other......cooeeuieeieeiieeeecne - 28,416 28,416 - 186
Total current liabilities 795,576 587,595 1,383,171 56,495 3,727
Noncurrent liabilities:
Accrued vacation and sick leave pay..........cccceeeeieinninnin. 61,939 33,694 95,633 1,609 -
Accrued workers' compensation..........c.ccceeeeeeceerienennnenns 170,181 138,618 308,799 - -
Estimated claims payable..............cccccoeernnennen. 46,050 46,215 92,265 - -
Bonds, loans, capital leases, and other payables.. 1,555,573 5,061,917 6,617,490 670,389 -
Advance from primary government..............ccee.o.. - - - 2,838 -
Capital lease payable to component unit...................c....... 183,751 - 183,751 - : -
Accrued interest payable..........ccoccceiiiiniiiiiiiiiis - - - 75,597 -
Deferred credits and other liabilities...............ccccooeiienns - 39,409 39,409 6,339 -
Total noncurrent liabilities..............ccooiniiniiiiinnnn, 2,017,494 5,319,853 7,337,347 756,772 -
Total liabilities........ccccceoeriiriiririeecic 2,813,070 5,907,448 8,720,518 813,267 3,913
NET ASSETS
Invested in capital assets, net of related debt...................... 1,159,696 3,391,450 4,551,146 67,426 -
Restricted for:
Reserve for rainy day...........ccccouiiiieeiiiininiciiececeen, 48,139 - 48,139 - -
DEbt SEIVICE......couvieiiieriiiieie e 46,575 202,006 248,581 47,067 -
Capital projects...........cocviiniiniiiiicniicirieeeee e 25,101 161,231 186,332 - -
Community development............ccccoeeveeeniieneecicciiieeen. 208,532 . - 208,532 - -
Transportation Authority activities... 75,282 - 75,282 - -
Other purposes...........ccccecueeuenne 138,224 66,753 204,977 13,634 -
Unrestricted (deficit)............ . (200,467) 446,039 245,572 (189,138) (2,202)
Total net assets (defiCit)........ccccoveeeieirieniiiriiincicen, $1,501,082 §$ 4,267,479 §$ 5768561 $ (61,011) $  (2,202)

The notes to the financial statements are an integral part of this statement.
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CITY AND COUNTY OF SAN FRANCISCO

Statement of Activities
Year ended June 30, 2005

(In Thousands)

Net (Expense) Revenue and

Changes in Net Assets
Component Units
Program Revenues Primary Government San Francisco Treasure
Charges Operating Capital Govern- Business- Redevelop- Island
for Grants and Grants and mental Type ment Development

Functions/Programs Expenses Services Contributions Contributions Activities Activities Total Agency Authority

Primary government:
Governmental activities:
Public protection......... $ 738688 $ 54,805 $ 105522 $ - $ (578,361) $ - % (578,361) $ - $ -
Public works, transportation
and cCommerce...........ccccceuee 213,335 95,081 17,415 46,032 (54,807) - (54,807) - -
Human welfare and
neighborhood development... 619,753 21,375 435,176 - (163,202) - (163,202) - -
Community health... 503,259 44,850 264,833 - (193,576) - (193,576) - -
Culture and recreation............. 256,336 64,614 3,390 9,403 (178,929) - (178,929) - -
General administration and
finance 152,850 41,348 3,186 - (108,316) - (108,316) - -
General City responsibilities.... 59,024 28,956 5,085 - (24,983) - (24,983) - -
Unallocated Interest on
long-term debit.............ccevnne. 89,690 - - - (89,690) - (89,690) - -
Total governmental
actiVIties.......oceeeieriecieiinenns 2,632,935 351,029 834,607 55,435 (1,391,864) - (1,391,864) - -
Business-type activities:
Airport 628,445 477,314 - 34,893 - (116,238) (116,238) - -
Transportation. 711,733 187,913 111,603 45,330 - (366,887) (366,887) - -
Port.... 54,897 57,519 - 13,501 - 16,123 16,123 - -
Water. 197,848 184,835 112 - - (12,901) (12,901) - -
Power. 116,683 132,303 334 - - 15,954 15,954 - -
Hospitals......ccccoeevevirnnminieienns 598,160 493,596 68,758 - - (35,806) (35,806) - -
SEWET....cooveeeccreiriencnenns 160,650 148,888 - - - (11,762) (11,762) - -
Market.......c.cooveveccecmieemnrimnnaens 1,055 1,462 - - - 407 407 - -
Total business-type .

ACHVItIES. ..o 2,469,471 1,683,830 180,807 93,724 - (511,110) (511,110) - -
Total primary government............ $ 5,102,406 $ 2,034,859 $ 1,015,414 $ 149,159 (1,391,864) (511,110) (1,902,974} - -
Component units:

San Francisco Redevelopment
AGENCY.....omiieimemirnieieserninssennes $ 141389 $ 41978 $ 14,364 $ - (85,047) -
Treasure Island Development
AULROTItY......voeececeicieiririeneeaeas 12,980 8,783 - - - (4,197)
Tot<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>